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PRESS STATEMENT:
Ratification of Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP) Will Benefit the Chemical Industry

Kuala Lumpur, August 2, 2022 — The Chemical Industries Council of Malaysia (CICM) welcomes
the findings of the Cost and Benefit Analysis (CBA) of the CPTPP which was published on July 25,
2022 by the Ministry of International Trade and Industry (MITI).

The CBA reaffirms that the CPTPP will benefit the Malaysian economy, including the chemical

industry:

e Strengthens Chemical Industry’s Role as an Enabler in the Supply Chain: The chemical
industry is an enabler that supports the development of the supply chain of other sectors in
Malaysia; be it manufacturing, agricultural, construction, as well as the services sectors. It
represents 2.3% of Malaysia’s GDP (in 2019) and accounts for 5.7% of Malaysia’s total exports
and 9.7% of Malaysia’s total imports in 2021.

e Greater Access to Export Markets: Chemical manufacturing is capital intensive in nature and
therefore will need to resort to world scale capacity to remain competitive. Given Malaysia’'s
small domestic market, an investment strategy is not feasible without favourable access to
other export markets. CPTPP countries accounts for almost 22% (RM 11.0 billion) of Malaysia’s
chemical exports in 2019. Major export destinations were Singapore, Japan and Vietnam.
Presently, Malaysian exports faces tariffs up to 270% which affected key products exported to
CPTPP countries, including organic and inorganic chemicals. With CPTPP, these tariffs will be
fully eliminated by the year 2034 across all CPTPP countries. The CPTPP also opens up
access to Canada, Mexico and Peru; providing better opportunities for Malaysian
manufacturers to increase exports to these markets; substantiated by better price
competitiveness following substantial elimination of tariffs by Canada (presently up to 270%),
Mexico (30%) and Peru (9%).

e Enable Local Value-Adding Manufacturing Activities to Thrive: Due to the wide range of
technology and portfolio of chemical products, not a single country in the world could; not to
mention would invest in production facilities to manufacture all chemicals needed for domestic
demand. This will prompt for an open and low-cost operations to facilitate imports to enable
local value-adding manufacturing activities to thrive. Local chemical manufacturers stand to
gain from elimination of tariffs since the chemical industry is also heavily reliant on imports of
high-value added specialty chemicals for production of final goods. Presently, key chemical
products imported from CPTPP countries such as organic and inorganic chemicals faces tariffs
up to 50%.

e Increase Investment Attractiveness: CPTPP can increase investment attractiveness of
Malaysia and spur development of local capabilities, especially in specialty chemicals by
establishing high standards of protection for investors, increasing market access to CPTPP
countries and further strengthening Malaysia’s competitive advantage. Foreign investments into
specialty chemicals will also provide domestic producers with knowledge transfer opportunities.
It will spur development of local capabilities through technical assistance and capacity building
programme by CPTPP partners. This will potentially reduce Malaysia’s trade deficit in the
chemical industry.

With the above, CICM supports the ratification of CPTPP. We call on the Government to
expeditiously ratify the CPTPP to enable the Malaysian chemical industry to reap the benefits
offered under the Agreement.
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Released by the Chemical Industries Council of Malaysia (CICM) on August 2, 2022. Please attribute this
press statement to CICM and not the sender. For further enquiries, please contact the CICM Secretariat
(YH Dato’ Muhtar Hashim / Ms Chan Pek Wan) at Tel: 03-62867200 / Fax: 03-62776714 / Email:
muhtar@muhtarhashim.com / pek wan@fmm.org.my.

About CICM

The Chemical Industries Council of Malaysia (CICM) was established in 1978 and has more than 100
members comprising manufacturers, traders, distributors & companies providing services to the chemical
industry. For more information on CICM, please visit CICM’s website at www.cicm.org.my.
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