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1. Executive Summary

This white paper presents key insights from a targeted survey of MABC Members across services,
manufacturing, logistics, and trading sectors. The objective was to assess the impact of ongoing trade
and economic disruptions on cash flow, operational continuity, and business confidence.

The findings point to a business landscape defined by cautious optimism and underlying resilience, but
with emerging pockets of vulnerability.

Key highlights include:

64% of businesses report minor to no cash flow impact
42.86% are fully meeting contractual obligations

64% express high to very high confidence in recovery
50% expect a gradual recovery over the next 6-12 months

However, beneath these positive indicators:

« Nearly 30% of firms face significant cash flow pressure
« A critical minority (~14%) require immediate support
e SMEs remain structurally more exposed to prolonged disruption

The data suggests that while the system is stable today, targeted and timely intervention is required to
prevent localized stress from becoming systemic risk.

2. Background & Context
The current operating environment is shaped by persistent global and regional disruptions impacting:

e Trade flows and demand cycles

e Supply chain reliability

o Freight, fuel, and operating costs

e Investment and client confidence

Malaysian businesses—particularly those with strong ASEAN and Australia exposure—are navigating
these challenges while maintaining operational continuity.

This study was commissioned to:
o Quantify real business impacts

o Identify emerging risks and structural shifts
 Inform policy, industry, and sub-committee responses



3. Methodology

o Total respondents: 14 businesses
e Sector representation:
o Services: 50%
o Manufacturing, Logistics, Trading: ~14% each
o Company size:
o SMEs (< RM50 million revenue): 64%
o Market exposure:
o ASEAN: 64%
o Australia: 36%

Note: While the sample size is limited, it provides directional insights across a representative cross-
section of industries engaged in regional trade.

4. Key Findings
4.1 Cash Flow Impact: Manageable but Uneven
e Severe impact: 7.14%
« Significant to moderate: 42.86%
e Minor to no impact: 50%+
Interpretation:
Cash flow pressure exists but is not yet systemic. However, the presence of a meaningful minority

facing stress indicates early-stage liquidity strain, particularly among SMEs.

4.2 Contractual Obligations: Strong Operational Continuity

« Fully meeting obligations: 42.86%

e Minor disruptions: 21.43%

 Partial disruptions: 28.57%

e Major disruptions: 7.14%
Interpretation:

Operational resilience remains high. Even among impacted firms, disruptions are largely manageable
rather than structural.

4.3 Business Confidence: High Despite Disruptions

« High confidence: 42.86%

« Very confident: 21.43%

o Moderate: 28.57%

o Low:7.14%

Interpretation:

There is a strong belief that current challenges are temporary rather than structural, reinforcing a
positive medium-term outlook.



4.4 External Support: Limited Immediate Reliance

« Not required / slightly important: 64.29%
e Moderately important: 21.43%
e Important/ critical: 14.28%

Interpretation:

Most firms are operating independently for now. However, a critical minority requires targeted
intervention, highlighting the need for precision rather than broad-based support.

4.5 Industry Outlook: Gradual Recovery Expected

o Gradual recovery: 50%

o Stable: 28.57%

o Deteriorating: 14.29%

« Strong recovery: 7.14%
Interpretation:

The dominant expectation is a measured, steady recovery, not a rapid rebound—indicating cautious
optimism.

5. Key Insights: A Landscape of Cautious Optimism

5.1 Regional Concentration and Trade Resilience

Businesses are heavily concentrated in ASEAN (64%) and Australia (36%), with minimal exposure to
China, the US, or EU markets.

This suggests:
o Aregionalized or “near-shoring” trade strategy
» Relative insulation from broader global volatility
« But also limited diversification risk buffers

5.2 Confidence vs. Cash Flow Disconnect

A notable gap exists between:

« High confidence levels (64%), and
o Material cash flow stress (~30%)

This indicates that businesses:

o Believe in long-term recovery
o Butare currently navigating a short-term liquidity crunch



5.3 Operational Stability Under Pressure
Despite disruptions:

o Nearly 43% maintain full operational performance
o ~36% face partial or major disruptions

This reflects strong execution capability, even under cost and demand pressures.

5.4 Low Dependency on External Support
Only 14% view support as critical, suggesting:
« High degree of business self-reliance
o Or potential misalignment between available support and actual needs
6. Analysis & Implications
6.1 Resilience Is Holding—But Unevenly
The data reveals a two-speed recovery pattern:

o Majority: Stable, adapting, confident
o Minority: Facing real financial and operational stress

This divergence is typical of early disruption cycles.

6.2 SMEs Face Disproportionate Risk

With over 60% SME representation, smaller firms are more exposed to:
 Liquidity constraints

o Project delays and payment cycles
 Limited financial buffers

6.3 Logistics and Cost Pressures Are Key Disruptors
Qualitative feedback highlights:

 Rising freight and fuel costs
e Supply chain volatility

These are directly impacting margins and contract pricing.



6.4 Client Uncertainty Is Slowing Recovery
A recurring theme is:
“Wait-and-see” client behaviour
o Delayed project commitments

o Slower collections

This creates a secondary cash flow impact, particularly in service sectors.

6.5 Risk of Delayed Economic Impact
Current resilience may mask lagging stress, especially if:
 Disruptions extend beyond 6-12 months

 Financing conditions tighten
o Demand recovery slows

6.6 Emerging Structural Risks
Businesses are increasingly concerned about:
Geopolitical shifts

Regulatory changes

Al and automation disruption
Price competition from lower-quality alternatives

These factors signal longer-term structural transformation beyond immediate recovery.

7. Strategic Recommendations

7.1 Address the Liquidity Gap
Shift from broad support to targeted financial solutions, including:
e Supply chain financing

e Credit guarantees
«  Working capital support tied to project cycles



7.2 Mitigate Logistics Volatility
Encourage:
o Collaborative logistics models
 Industry-level freight consolidation

» Regional shipping partnerships

To improve cost efficiency and bargaining power.

7.3 Strengthen Market Confidence

The Sub-Committee can play a role in:
« Providing market transparency and data
 Publishing industry benchmarks

 Facilitating stakeholder alignment

To move clients from uncertainty to commitment.

7.4 Accelerate Technology Adoption
Businesses should:

e Investin Al and automation

« Improve operational efficiency

« Differentiate beyond price

To remain competitive amid cost pressure and market commoditization.

7.5 Monitor Regulatory and Trade Developments
Proactive engagement is needed to:
 Anticipate regulatory shifts

 Align with evolving trade frameworks
« Maintain competitiveness in regional markets



8. Conclusion

The 2026 trade environment is defined by resilient businesses operating within a constrained and
uncertain landscape.

While:

» Confidence remains high
o Operations are largely stable

Businesses face:

 Tightening cash flow

 Rising operational costs

o Delayed client decision-making
The outlook is one of gradual recovery, not rapid rebound.
Success over the next 6-12 months will depend on:

» Effective cash flow management

o Supply chain efficiency

» Strategic adaptation to emerging structural shifts

Targeted, data-driven interventions—rather than broad-based support—uwill be critical to sustaining
momentum and preventing localized stress from escalating into broader economic risk.



