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FMCO or not, MFC continues to work hard for the industry
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Despite the initial Full Movement Control Order (FMCO) being greeted with aghast by furniture players, MFC persevered
into fighting for the benefits of the industry. During the early days of the FMCO, we have appealed constantly to the
Ministry of Transport (MOT) to ensure manufacturers are able to ship out their finished products to be exported.

After some persuasion, the government finally consented on June 15, 2021 for the industry to have some workers to
load and unload finished goods and cargoes for the existing stockpile on a limited basis. This has brought a short relief
to the 174 companies which reportedly to have suffered losses in excess of RM 200 million prior to the announcement
above.

On a separate issue, MFC also notified our members through Whatsapp and email regarding the various government
financial aids offered through PEMERKASA PLUS where it involves wage subsidy, the targeted repayment scheme, the
exemption of HRDF levy among others. It is hopeful that affected members can grab the opportunity offered to ensure
the survivability of their businesses.

However as the FMCO was being extended once more, the industry is still bleeding financially and this has prompted
MFC to take the next course of action by appealing to the government to allow us to resume operation. The council has
engaged the Ministry of Plantation Industries and Commodities (MPIC), Ministry of International Trade and Industry
(MITI) and Ministry of Home Affairs (MOHA) stating that the industry alone has suffered RM 550 million losses since June
1,2021.
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We have also taken the initiative by drafting an Enhanced Prevention Measure for Manufacturing (EPMM), a tighter
form of Standard Operating Procedure (SOP) where if allowed to resume operation, workers are required to eat, sleep
and work within the factory premise only. Panel doctors will also be engaged to oversee the wellbeing of the
employees and all costs will be borne by the employer themselves. Special thanks to our Executive Advisor, Richard
Ko for his efforts in naming this Enhanced Prevention Measure for Manufacturing (EPMM).

As furniture manufacturing involves a large supply chain, we have even engaged our upstream and subsector
counterparts and together 3,574 petitions were submitted to the Prime Minister and National Security Council (NSC)
stating the RM 3 billion lost so far is jeopardizing the viability of the entire timber sector alongside its subsector.
Therefore, it is vital for the industry to resume operation post June 28, 2021.

MFC however realized that more parties needed to be consulted and we have engaged the Associated Chinese
Chambers of Commerce and Industry of Malaysia (ACCCIM) and Federation of Malaysian Manufacturers (FMM) to
obtain their views on the ‘lockdown’and regarding some of the suggestions we have proposed.

2,082 companies with 301,050 workerswantto ~ Nevertheless, the shifting into Phase 2 of the National Recovery Plan hinges on a
join PIKAS
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eoooo lower daily infection and higher vaccination rate. Therefore with the support of

MFC, state associations have conducted a survey within their members to gauge
on their readiness in participating in the Public- Private Partnership Covid-19
p Industry Immunisation Programme (PIKAS). This was done after a constructive
EKONO engagement with MPIC, MITI and also the Malaysian Timber Council (MTC) where
: industry leaders appealed for the government to put timber manufactures under
the priority list of this newly launched initiative.

MFC has never ceased its effort into fighting for the benefit of the furniture industry as it is our mission and vision to
ensure that our members are able to at least wade through this difficult time with manageable losses in times where
other industries are facing collapse.
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Dearth of Shipping Containers Driving Up Costs
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As if manufacturers aren’t facing enough headaches dealing the Covid-19
pandemic, the dearth of shipping containers is now another Herculean
challenge for factory owners. Such a phenomena was most likely attributed
to a sudden surge of consumer demand since the reopening of some
major economies.

Transporting a 40-foot steel container via sea from Shanghai to Rotterdam
now costs a mind- blowing $US 10,522, 547% higher than the average
rate for the past five years.

Henceforth, furniture manufacturers are now faced with a dilemma of
passing the cost to their customers or bite the bullet. However, there
is only so much the industry could do when major competitors like
China, the US and also the EU are able to outbid us several times over.

It is hopeful that this container shortage can be solved through
reforms to make trade easier, improving maritime trade tracking
and also bolstering national competition authorities to avoid such
shortfalls from a happening again.

Source: https://unctad.org/topic/transport-and-trade-logistics
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Lower Retail Spending Sees Shift in Consumer Buying Pattern
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Figure 1: Shanghai containerized freight index, weekly spot rates, 18 December 2009-9 April 2021
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As the United States has vaccinated almost half of its population, states are beginning to open up and
restrictions lifted. However, retail sales for May 2021 have dipped slightly according to the Department of
Commerce at US$ 12.24 billion compared to April's US$ 12.51 billion.

Chief among the reasons are the shifting habits of consumerism during the pandemic. One possible reason
why furniture had an excellent sale period during the pandemic was consumers being at home for an
extended period. Now as the nation starts its reopening, people are venturing out more which sees them
spending more on services.

Allis not doom and gloom however as while sales did dropped in May 2021, it was still 66.6% higher compared
to May 2020 while many shoppers are also moving to online platforms to source their products.

Therefore, while conventional retailers will be facing some pressure it also marks the birth of new
opportunities which local furniture players can capitalize on.

Source: https://www.furnituretoday.com/financial/doc-home-furnishings-sales-decline-for-may-following-pattern-for-all-retail/
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Lack of raw materials plaguing Germany and Turkey?
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As the world slowly reopens from its Covid-19 standstill,

manufacturers are now grappling with another challenge
in the form of lacking of raw materials.

This was evident in European economic powerhouse,
Germany where material bottlenecks has caused
productions to be restricted.

More than 50% of the companies surveyed complained
that chipboards, MDF, HDF and even solid wood are hard
to come in May 2021. This has also created an unwanted
ripple effect when prices were rising due to demand
overwhelming the amount of supply currently available
in the country.

Things were not better near the Aegean sea where
Turkey, a middle point between Asia and Europe has
recently imposed limitations regarding the exportation
of flakeboard, fiberboard and others after up to 40,000
manufacturers are reported suffering with acute shortages.

This has also hindered the attempt to create a Turkish
furniture brand globally currently worth US$ 3 billion.

Source: MTIB News Extracts Bil. 11/06/2021
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Furniture industry turnover grows unhindered. Mr Mok Kim Wah urges
the industry to remain vigilant over their business.
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Mr Mok Kim Wah, the President of the Kedah Furniture Manufacturers & Traders Association (KFMTA), said
despite the pandemic in the past one year, the turnover of the furniture industry has not been affected, but
instead grew unhindered. This is something that no one expected.

He urged the industry to remain vigilant over their businesses, and continue to operate seriously in the new
normal to face more challenges in the near future. While addressing the swearing-in ceremony of the 20th
KFMTA Committee (2021-2023), Mr Mok Kim Wah also hoped that the pandemic will be brought under control
as soon as possible to ensure all industries and the Malaysian economy recovers as soon as possible.

Mr Lim Thian Soo, the Advisor of KFMTA, was the commissioner of oaths.
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The government has released the Labour Market Review for Q1 2021, in this report the number of
individuals being employed risen up to 15.24 million from Q4 2020 (15.16 million). As for the
unemployment rate, it has stabilised around 4.8% since Q3 2020. Underemployment however remains a
constant headache when 37.5% of graduates are taking up jobs which are beneath their qualifications, a
rise of 1.3% from Q4 2020 (36.2%).
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Uneven Malaysia's labour market recovery momentum in Q1 2021

Marginal decline in employment during Q1 2021, but unemploymeant remained high as demand for labour by economic sector
stood below pre-crisis level
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MALAYSIA'S TOP 10 EXPORTS OF FURNITURE, BY COUNTRY

Data sorted by value of 2020
As at 10.6.2021
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2JAPAN H& 648.6 5.0 213.4 6.8 255.4 5.2 16.9
35INGAPORE Nk 549.3 43 145.9 45 234.9 4.8 61.0
4 AUSTRALIA jEif 529.7 4.1 135.8 4.2 196.7 4.0 44.8
5 UNITED KINGDOM ZEH 495.7 3.9 130.0 4.0 177.1 3.6 36.2
6 CANADA fin& & 315.1 2.5 82.2 2.6 120.3 2.5 46.4
7INDIA B 215.3 1.7 81.7 25 88.2 1.8 8.0
BCHINA 1 [E 187.1 1.5 46.4 1.4 46.4 0.9 0.0
9 SAUDI ARABIA b Hb FETHir {8 135.9 1.4 59.1 1.3 72.4 1.5 22.5
10 UNITED ARAB EMIRATES fa] B ¢ 154.9 1.2 42.3 1.3 67.3 1.4 50.1
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MALAYSIA'S TOP 10 IMPORTS OF FURNITURE, BY COUNTRY

Data sorted by value of 2020
As at 10.6.2021

2020° 2020 (Jan-Apr])P 2021 (lan-Apr)P

Value Share Value  Share Value  Share Change
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(RMMil) % (RMMIiL) % (RMMIl) % %
TOTAL IMPORTS 4,006.8 100.0 1,028.5 100.0 1,519.8 100.0 47.8
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Malaysian Furniture Council (MFC)

c Lot 19A, 19th Floor, Menara PGRM 1 Tel 1 603-9282 2333 email : council@mfc.my

No 8, Jalan Pudu Ulu, 56100 Cheras, Kuala Lumpur, Malaysia. Fax :603-9286 2296 website : www.mfc.my



