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1. Malaysiain profile

Maaysais the third wedthiest country in Southeast Asawith a population of around 23.2 million
people. About 61% of its population make up the middie to upper income group of consumers. Its
economy has a firm foundation in a mixed economy that comprises strong manufacturing, service and
agricultural sectors. 1ts GDP per capitain 2000 was US$3,850, up from US$3,208 in 1998 when it
suffered adverse effects from the regiona economic downturn. The country managed to return to
economic growth of 8.5% in 2000. The trend of economic growth in 1999 and 2000 indicates that the
economy ison its way to resume its growth rates of the pre-1997-1998 crisis period. Inflation in 2000
remained low a 1.6%. Based on the favourable externa and domestic economic environment,
economic analysts forecasts economic growth ranging from 5% to 7% for the year 2001.

2. Food retail market summary

Maaysia has alarge and increasingly sophisticated food and beverage market that is supplied by both
local and imported products. Trade sources estimate the total retail sales, including non-food products,
to be around US$ 11.6 hillion in 2000, excluding wet market, morning market, night market and other
non-permanent retail facilities which can account for a very large proportion of food sdesin Mdaysia
Trade sources estimate that they may form as much as 50% of total food and beverage retall sdesin
Mdaysa

The Table below gives an indication of the total Size of the retail sector over the past 5 years, covering
food and non-food sales.

Totd Retall Market Size

Retail Sales (US$ Billion) % Changein Sales
1996 11.2 15.5
1997 12.2 8.9
1998 9.8 -19.7
1999 10.5 7.4%
2000 11.6 10.4%

*: Excludes wet market, morning market, night market and other non-permanent retail
facilities. They account for alarge proportion of food salesin Malaysia.

Source: Retail Group Maaysia

The Table above indicates that the retail sector has recovered from the economic recession which
began in late 1997 and continued into 1998. Retail sales increased by 10.4% in 2000.

Malaysa has a s zeable food manufacturing industry. Trade sources estimate the industry’ stotal output
in excess of US$ 9 hillion. In 2000, the industry exported around US$1.8 billion of processed
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products. The Table below shows the production of mgjor manufactured food productsin Maaysia.

Production of Major Manufactured Food and Bever age Products (Tonnes/Litres)

1996 1997 1998 1999 2000
Swesetened condensed milk 190,607 174,673 154,096 165,119 156,984
Canned fish/seafood 33,895 34,598 35,459 34,754 36,119
Refined sugar 1,116,515 | 1,155,320 | 1,072,750 | 1,225,842 | 1,246,174
Biscuits 114,878 107,017 109,306 122,380 119,421
Soft drinks/carbonated drinks 504,763 513,347 418,362 351,317 392,210
Note: $ value of production was not published.
Source: Department of Statistics
The Table below provides an overview of the size of the import market for food and beverage
products.
Imports of Food and Beverage Products (US$ million)
For Home Consumption 1996 1997 1998 1999 2000
Primary products 437 484 500 536 551
Processed products 887 987 993 1,058 1,150
Totd 1,324 1471 1,493 1,594 1,701

Source: Department of Statistics

Madaysiaimported US$ 1.7 billion of primary and processed food and beverage products for home
consumption in 2000. Food imports have been growing by 5% per annum over the past five years.
Trade sources comment that imports of primary and processed food products will likely continue to

increase over the next five years.

21

Maaysa sfood retail sector in overview

Theretall sector in Mdaygais highly fragmented with alarge number of small to medium szed players
in the market. No officid datistics are available on the current structure of the retail sector. Trade
sources estimate that there are around 139,000 retail and wholesde centresin Maaysia, comprising
shopping complexes, supermarkets, markets, speciaised outlets and traditiond retall shops. Trade
sources estimate that there are around 500 supermarkets and hypermarkets, 120 convenience stores,
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500 petrol station stores and some 90,000 traditional food stores nationwide.

According to trade sources, over 85% of the retaill establishmentsinvolved in the food and beverage
trade are made up of small family-owned businesses or individud proprietors. The Table below
provides trade estimates of the 2000 retail market shares by type of business.

Retail Sector Sales by Type of Business (2000)

Store Type* Sales (%)
Department stores, supermarkets and hypermarkets 20.0
Provison stores, grocery stores and dike 20.5
Convenience stores 9.3
Household, persona goods and other stores** 50.2
Tota 100.0

*  Excludes wet market, morning market, night market and other non-
permanent retail facilities. They account for alarge proportion of food sales
in Mdaysa

**: These establishments ware not involved in the sale of food and beverage
products.

Source: Retall Group Mdaysa

The food retail sector is made up of:

1. Modern retail stores such as supermarkets and hypermarkets which command around 20% of
thetotd retaill sdes. These stores are mainly located in the mgor urban centres and are
growing in numbers.

An increasing number of Maaysians are shopping at these sores, particularly the affluent
middle to upper income group of consumers, because these large retall stores offer awide
range of sophisticated food and beverage products. Their products are mainly made up of high
quality, branded goods sourced from both local and overseas suppliers.

These modern retall stores are dso introducing new and additiona services within their stores
such as in-store bakeries, café/food service areas and ready prepared meals to attract more
customers to their stores. Trade sources comment that, as aresult of this growing trend in
shopping at supermarkets and hypermarkets, more such modern retail stores are expected to
open in futurein Mdaysa

2. Traditiond stores such as provison shops, grocery shops and aike which command around
20% of thetotd retail sector’s sdes. They form the largest number of storesin Maaysaand
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can be found everywhere throughout Maaysia, in urban and rura aress.

The mgority of Maaysans continue to shop from traditiona stores as these types of outlets are
conveniently located near to their homes or places of work. These stores sdll al the commonly
demanded food and beverage products, both branded and unbranded, which are familiar to the
mgority of consumersin Madaysa Most of these retallers continue to source ther products
from local suppliersto remain price compstitive.

Traditiona tores ill continue to command a sgnificant share of the retail market mainly
because new stores are opening in new housing developments and new townshipsthat are
appearing in the Klang Vdley and aong the North-South highway, particularly in the States of
Selangor, Negri Sembilan, Mdaka and Johor.

Convenience stores and petrol station stores which are till anew retail store concept in
Madaysa. They have around 9% of the totd retall sales. These stores are mainly located in
magjor urban centres and dong the North-South Highway to capture busy customers who seek
convenience. They concentrate on selling a smal range of convenience food of medium to
smdl sized packaging, usudly single serve sizes. Imported products form a smal proportion of
their product lines.

Although convenience stores have grown in number over the past five years, a number of
convenience store chains have closed down in 1997/98 due to the negative effects of the recent
economic downturn. However, more petrol station stores have been opening in the recent three
years, particularly in mgor urban centres and along the North-South Highway. These store
concepts are ill at the introductory stage and most shoppers do not automaticaly turn to these
gtores for their shopping needs. The limited range of products offered by these stores dso act

as abarrier to attracting more customers to these stores.

The Table below provides an indication of the future growth rate of the retail sector by type, based on

trade estimates.

Future Growth Rates of the Retail Food and Bever age Sector

2001 2002 2003
Supermarkets, hypermarkets, department stores 6% to 10%
Convenience stores, patrol station stores Less than 5%
Traditiona stores 2%

Source: Trade estimates

Trade sources comment that the large modern retail stores such as supermarkets and hypermarkets will
continue to see the fastest growth over the next three years. The traditiona storeswill continue to grow
but at a much dower rate compared to the large modern retail stores. Convenience storeswill seea
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dow growth over the next three years.

2.2 Advantages and challenges for US exporters

The Table bdow summarises the advantages and chalenges for US products in the Madaysafood and

beverage retail sector.

Advantages

Challenges

Maaysia s economy has come out of recesson
with forecasts economic growth ranging from
5% to 7% for the year 2001. In addition, the
supermarket and hypermarket sector, where
most of the imported processed food products
are digtributed, is forecasting a growth of
between 6% to 10% per annum for the next
three years.

The Mudim population (60% of the totdl
population) demands Hald products. US
products will have to comply with their rdigious
requirements.

New supermarkets and hypermarkets are
continuing to open, providing greater
opportunities for imported products to access
the middle to high income consumers.

Strong locd brands exist which dominate the
market to the near exclusion of imported
products, e.g. soft drinks, beer and some dairy
products.

A wide variety of foreign products dready “fit”
into locd food culture, e.g. temperate fruits and
vegetables, french fries, burgers, soft drinks,
dairy products, potato snacks.

Some new-to-market US products are not
understood by loca consumers, e.g. New Age
drinks, and so areignored by consumers.

USA isamgor supplier of many imported food
products and leads in a number of market
segments.

Competition from Audrdiaand New Zedand
with their very stirong presence in a number of
market segments covered under this study

A number of US businesses are well-known in
the market, eg. Kdlogg's, Kraft, Heinz, Coca

Cola, Pepsico (Fritolay).

A large number of wel known US
brands/products are not known to Maaysians.

Aggressive US promotions in Maayda have
successfully raised the profile of a number of US
products, e.g. fresh fruits and grocery items.

US products are not alway's price competitive
againg Imilar quaity products from Audrdia
and New Zedland.

3. Road map for market entry

31 Supermarkets, hypermarkets and department stores
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3.1.1 Company profiles

Thisretail sub-sector has very few large players involved in operating supermarkets and hypermarkets.
The Table beddow providesinformation on the mgor retalersinvolved in the operation of supermarkets
and hypermarkets.

Retailer Name Ownership Sales No. of L ocation Purchasing
and Outlet Type (US$ million) | Outlets Agent Type
Tops Retail Roya Ahold, 9% 40 Nationwide | Direct, Agents
MaaysaSdn Bhd, | Netherlands (1999)
supermarket
Giant TMC Bhd, Dairy Farm 250 12 Nationwide | Direct,
Supermarket and International, (2000) (Peninsula Importer,
hypermarket Hong Kong Malaysia) ditributor
The Store Listed on the 254 30 Nationwide | Digtributor
Corporation Bhd, KLSE (2000) (Peninsula
supermarket and Malaysia)
department store
Carrefour Malaysia | French 148 5 Key urban Direct,
Sdn Bhd, (1999) centres digtributor
hypermarket (Peninsula
Malaysia)
Ocean Capita Bhd, | Public listed 50 17 Nationwide | Importers,
department store, (1999) (Peninsula distributors
supermarket and Malaysia)
property
devel opment
Jaya Jusco Stores, Listed on the 212 7 Key urban Importers,
superstore chain KLSE (2000 centres distributors.
and shopping centre retail sales) (Peninsula Direct for some
operation Supermarkets Malaysia) Japanese
sales grew by products.
15% in 2000.

Tesco Pic, the UK’ sleading food retailer, recently announced that they have entered into an agreement
with Maaysian group, Sme Darby Bhd, to open around 15 hypermarketsin Mdaysa The opening of
the stores will depend on future market conditions. Should this materiaise, it will present increased
opportunities for imported food products to enter the Maaysian market.

3.1.2 Entry drategy

At first sght, supermarkets and hypermarkets appear to be the easiest entry target for new-to-market
US exporters as they dready sl awide range of imported food and beverage products which are
targeted at the sophigticated middle to high income urban customers. However, US exporters should
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carefully sddect mgjor retailersthat are best positioned to sell imported US food and beverage
products. The US exporters should consider the following when selecting mgor retalers:

nuuvmwummwomuowm

Thefinancid strength of the company.

The number and location of retall outlets.

The marketing and promotiond strategy and programme of the store.

The target customers of the ore.

The level of interest by the retailer in sdlling imported US products.

The retaill management’ s policy towards:

new imported products and brands.

premium and basic lines and niche products.

volume of sales expected.

promotional support expected of US exporters.

pricing.

ligting fees and other cods, if any.

The store' s purchasing palicy, i.e. whether they purchase directly from overseas
suppliersor vialocad importerg/ditributors. It isimportant to note that some
supermarkets and hypermarkets buy directly from overseas suppliers aswell asfrom
locd importers and digtributors. All other types of retailers buy from locd importers and
digtributors.

nuvmww;mmomwowm

In addition, US exporters should consder the following matters when planning to enter thisretail sub-

sector:

S

Location of their target customer base.

Price competitiveness of the US products compared to loca brands and other mgor
imported brands.

US products which can be accepted as dternatives to local and other imported
products.

US products which can easlly fit into loca food culture.

US products which provide convenience for customers.

Thelevd of promotion and consumer education necessary for successful long term
presence in the market.

Ability to meet retailer purchasing requirements and specifications.

313 Distribution channgl

The table below gives an overview of the distribution channel for imported food and beverage products
from US exporters to supermarkets and hypermarkets.
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US exporter
To To
(Man Channd)
Supermarket/hypermarket Importer
Distributor

* Some sub-digtirbutors are used to distribute
products to the sub-urban and provincia towns.

Supermarket/hypermarket

3.2 Convenience stores and petrol station stores
3.21 Company profiles

Thisretail sub-sector is <till underdeveloped and at an infant stage of development. The main
convenience store is 7-Eleven athough other smdler loca convenience stores exit.

The Table beow provides information on the mgor retailer involved in the operation of convenience
stores.

Retailer Name Ownership Sales No. of L ocation Purchasing
and Outlet Type (US$ million) | Outlets Agent Type
Convenience Loca 47 179 Nationwide |Loca
Shopping Sdn Bhd, | company (1998) distributors
7-Eleven
convenience stores

322  Entry strategy

Convenience stores are mainly located in mgjor urban centres while petrol station stores are located
largely dong the North-South Highway. This sub-sector commands a very smdl share of the total food
and beverage retall market, targeting busy customers who seek convenience. US exporters should treat
this sub-sector as providing incremental business for them rather than as a mainstream retail sector
target.

The new-to-market US exporters should consider the following matters when planning to enter the
convenience store sector:

S Price comptitiveness of the US products compared to local brands and competitive
imported brands.
S Appropriate product packaging size which should be small to medium to target the
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needs of the customers.
S Innovative products to meet customers demand for convenience, e.g. frozen prepared

foods which can be heated up using a microwave oven or oven toagter.

323 Distribution channdl

The table below gives an overview of the distribution channel for imported food and beverage products
from US exporters to convenience stores.

US exporter

Importer

Digtributor

Convenience store

3.3 Traditiona food stores
3.3.1 Entry drategy

The traditional stores sub-sector is large but highly fragmented. Imported food and beverage products
have alow presence in these stores.

New-to-market US exporters should carefully select mgor locd digtributors that have wide distribution
capabilities nationwide, e.g. Dutch Baby Milk, Yeo Higp Seng and Fraser & Neave which have
successfully penetrated into the provinciad areas with their products. In order to maintain a successful
long term presence, US exporters need to take advantage of these local companies distribution
capabilities and experience as wdll as the close relationships that have been built up between them and
the small retallers.

They should target the following types of stores:

S Mini markets as they target the more adventurous customers from the middle to upper
income groups. They generdly sdll the widest variety of imported food and beverage
products within this sub-sector.

S Provision and grocery stores located in larger towns and suburban areas. These retail
stores also serve customers who aso shop at modern retail stores such as
supermarkets and hypermarkets.

US exporters should supply products that:

S can be accepted as dternativesto loca products and brands.
S can eadly fit into the loca food culture,
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3.3.2 Digribution channd

The table below gives an overview of the distribution channel for imported food and beverage products
from overseas exporters to traditional stores.

Overseas exporter

Importer

Distributor *

Traditional stores

* Some sub-digtributors are commonly used to distribute
products to the sub-urban areas, provincia towns and rural aress.

4. Competition in the sector
4.1 Loca companies with astrong position in the food and beverage market

Maaysiahas astrong loca food and beverage industry which supplies products that dominate the
markets for snack foods (potato and cerea based products), poultry, dairy products, eggs, fresh
tropica fruits and vegetables, soft drinks, minera water and beer.

While businesses competing in the fresh produce segments compete on being able to supply
competitively priced locally known products, the processed food and beverage businesses are generally
competing in markets where brands are important.

It will be noted from the review of mgor brands in the previous section that there are a number of
Maaysian businesses with a strong position in their markets. The largest companies are:

Nestlé Mdaysa, which has awide range of local and imported products in the market.
Dumex Mdaysa, apowdered milk specidist.

Dutch Baby Milk Indudtries, adairy processng company.

New Zedand Milk Products, asubsdiary of the New Zealand Dairy Board.
Fraser & Neave, a beverage company with strong links to Coca-Cola.

Unilever Mdaysa, manufacturer of Wal’sice cream.

Tong Garden, asubsidiary of aleading Singapore based snack producer.
Permanis, the largest Pepsi-Cola bottler in Maaysa

Y eo Hiagp Seng, alarge loca food company and bottler of Schweppes soft drinks.
Guinness Anchor, alarge brewery.

Carlsberg, alarge brewery.

D UL !LOLOL!Omomnowmom

All of these businesses have brand-driven business dtrategies, strong and knowledgeable management
teams, products which meet closdly with loca demand requirements, strong physical distribution
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networks and the financia resources to support their dominant market shares in the segments in which
they operate.

These companies, their products and brands are akey chdlenge for any products competing in their
market segments. They are aggressve brand-driven competitors that support their productsin the
market. New entrants generdly find it difficult to enter the market segments in which these companies
are the dominant players.

4.2 Competition in the import market

The table below shows the mgjor supply sources for each product covered under this study.

Selected Products Import Market Shares
US$767.6 Million (1999)
Audrdia 27.5%
New Zedland 23.2%
USA 8.8%
India 8.0%
China 5.3%
France 4.3%
Denmark 2.7%
Thaland 2.5%
Rest 17.7%

Source: Maaysia Department of Statistics

The above table shows that the import market is dominated by Austrdia (27.5% import market share)
and New Zeadland (23.2% import market share). USA had the third largest share of the import market
with 8.8%.

It should be noted that in 1999:

S Audrdiawas the leading supplier of lamb, dairy products, fresh temperate vegetables, canned
fruits and pet foods and second largest supplier of egg products, infant foods and fresh
temperate fruits.

S New Zedand was the leading supplier of infant foods and second largest supplier of bedf,
lamb, dairy products and frozen vegetables.

S The USA was the leading supplier of potato based snack products, frozen vegetables, wine,

and amagjor supplier of frozen poultry, egg products, breskfast ceredls, canned vegetables,
fresh temperate fruits, dried fruits, canned fruits and pet foods.
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S Indiawas the leading supplier of beef (frozen).
S Denmark and the Netherlands dominated the supply of frozen poultry.
S Breakfast ceredls imports were largely from the Philippines and Thailand, manufactured by

Keloggs and Nestlé.
Appendix A provides further details showing the comparative advantages and disadvantages of mgor
supply sources covering the products under this study.

5. Best product prospects

It should be noted that this market attractiveness review has been developed from a broad study of the
Maaysian market and not detailed market studies of each segment. As aresult, the reader should not
congrue it as the results of afull and detailed market study into opportunities for U.S. products. This
assessment considersin broad terms the likely strategic direction of each market segment but does not
consider or provide advice on the strategies or tactics that will be needed by US exportersto develop
viable markets.

The summary of findingsisasfollows
Category A retall market segments are:

Poultry, frozen.

Breskfast ceredls.

Infant foods, bottled.

Snacks, potato and cereal based.
Frozen vegetables.

Canned vegetables.

Fresh temperate fruits.

Dried fruits.

Canned fruits.

Edible nuts.

Fruit juices.

Premium bottled fruit drinks, eg. Snapple.
Wine.

Pet food.

DL !LOU!LDO!LOL;OoO,monwomwom

Category B retail market segments are:

S Beef and lamb.
S Infant foods, particularly cered based infant foods.
S Fresh temperate vegetables.

Category C retail market ssgments are:
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Dairy products.
Egg products.

Beer.

Spirits.

mw u;mumwm

Appendix B provides further details supporting the above findings.

Appendix A: Review of competition in individual market segments

US$ 18 million (CIF
value)

supplier (0.4% share)

Product Major import Strengths of key supply | Advantages and
mar ket supply countries disadvantages of
sour ces local companies

Beef 1. India - 68% India competes on price Loca supply of beef
2. New Zealand - and leadsin the frozen issgnificant, at

Net import: 81,222 14% _ sector; used by the mass around 40,000

tonnesin 1999 3. Augtralia - 14% market food service. tonnes, with aready

. Y . Nationa branding asahigh | mass market. It

\l/Jaﬁém million (CIF ?185% % g;‘g supplier quality Haldl product by | competes with Indian
Audrdiaand conggent beef and not the
presence in retail stores higher qudity
has crested its market Audrdian and New
leadership in the food retail | Zedland products
sector. demanded by high
New Zedand specidisesin | end food service
sarvicing the high end food | operators.
service businesses.

Lamb 1. Augtralia - 63% Audrdialeadsin the Thereisasizedble
2. New Zealand - market with its high quality | supply of locdl

Net import: 12,163 36% price competitive Haa mutton, around

tonnesin 1999 o products. 14,000 tonnes as well
USA - Negligible as 11,000 tonnes of

goat mest, targeted at
the lower end mass
market.
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Poultry, mainly
frozen

Net import: 28,825
tonnesin 1999

USS$ 39 million (CIF
value)

1. Denmark - 28%
2. Netherlands - 21%
3. USA - 19%

The USA isthe mgor
supplier of turkey and
turkey parts.

The main supply for
poultry isfromlocd
source, of around
700,000 tonnes.
Consumers il prefer
freshly daughtered
chicken and ducksto
chilled or frozen
poultry products.

Dairy

Net import: 191,302
tonnesin 1999

US$ 285 million (CIF
value)

1. Australia- 38%
2. New Zedland -
38%

3. France - 4%

USA - Minor supplier
(2% share)

Audrdiaand New
Zedland are price
competitive, geographicaly
close and have developed
along gandingin the
market.

They target the food retall,
food service and local
dairy manufacturing
sectors.

Loca companiesare
very grong in liquid
milk, sweetened
condensed milk,
canned milk powders,
infant formula, ice
cream, yogurt and
cultured milk drinks.
They are dl very
strong companies
with dominant shares
within their market
Ssegments.

Egg products

Net import: 302
tonnesin 1999

US$ 1 million (CIF
value)

1. Belgium - 27%
2. Audtrdia - 24%
3. USA - 14%

Thisisanew market and
the product is il not
understood.

No loca production
of processed eggs
exids. Mdaysahasa

large loca egg
farming sector.

Imported egg
products have
difficulty competing in
amarket where
consumers and users
prefer the highly
affordable loca fresh

€ggs.
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Breakfast cereds

Net import: 5,153
tonnesin 1999

US$ 17 million (CIF
value)

1. Philippines - 42%
2. Thailand - 34%

3. USA/China- 5%
each

Branded market
dominated by Nestlé,
Kellogg's and Quaker.
Nestlé is supplied from the
Philippines, Kellogg's
mainly from Thalland and
Quaker’sfrom China. Post
isfrom the USA, targeting
the niche high end market.

Locd productionis
negligible

Infant food, including
dairy products

Net import: 17,871
tonnesin 1999

US$ 57 million (CIF
value)

1. New Zealand -
36%

2. Augtrdia- 17%
3. Denmark - 13%

USA - Minor supplier
(4% share)

New Zealand and
Augtraia mainly
supply ingredients for
re-packing in
Malaysia

Denmark supplies
mainly retail packed
products for Dumex.

Branded market. Closeto
90% of the market is
dominated by dairy
products. Nestlé (35% of
market share) dominates
the infant formula market
and follow-up milks.
Dumex (28%), Dutch
Lady (15%) and New
Zedland Dairy Board (9%)
aredl mgor playersin this
market segment.

About 10% of the market
is made up of baby
cereds, canned and
bottled baby foods.
Canned and bottled Heinz
and Gerber products are
imported from the USA.

Dumex and Nestlé
dairy products are
mainly localy
produced/packed
dthough they dso
import retail packed
products. They are
very drong inthe
market.

Nestlé localy
produced, dominates
in the baby cereds
segment. Mothers
prefer the baby
cered s to baby food
in cans or bottles.

Snacks, potato and
cereal based

Net import: 1,525
tonnes

US$ 3.5 million (CIF
value)

1. USA - 89%
2. Japan - 9%

Branded market. USA
dominates the import
market with its Pringles
and Fritolay products.

Loca products
dominate this snacks
market with very
widespread nationa
distribution reach.
Maaysd slocaly
produced branded
products such as Jack
& Jll and Roller
Coasters compete on
price against imports.
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tonnesin 1999

US$ 19 million (CIF
value)

Fresh vegetables, 1. Augtralia - 45% Audrdid s high qudity Maaysia dominates
temperate 2. Indonesia - 17% produce and its proximity | the market with its
3. China - 13% with frequent air-linksare | consistent abiility to
Net import: 154,099 its key advantages. supply good qudity,
tonnesin 1999 USA - Minor supplier | 9504 of Indonesials export | competitively priced
with 3% of market but | isfor jts very price temperate vegetables.
US$ 65 million (CIF | aleading supplier of compeiitive potatoes. Itisamajor supplier
value) celery. Chinacompetes on price. | to Singapore.
Frozen vegetables 1. USA - 38% USA dominates the Malaysia does not
2. New Zealand -38% | market with its frozen produce frozen
Net import; 23,618 | 3 Canada- 18% potato products, mainly to | vegetables.

the food service, dthough
it dso supplies other frozen
vegetable products (peas,
sweet corn, mixed
vegetables). New Zedand
dominates the mixed
vegetables segment. New
Zedland and Canada
compete on price against
the USA.

Canned vegetables

Net import: 16,316
tonnesin 1999

US$ 14 million (CIF
value)

1. Turkey- 49%
2. China - 26%
3. USA - 12%

95% of Turkey’s export
was for high qudity canned
tomatoes/puree targeted at
the locd food indugtry.
China supplies
competitively priced
canned tomatoes to the
food indugtry aswell as
canned Asian products
(mushrooms) which are
well known to loca
consumers.

USA leadswith its
processed vegetables
targeted at the food
service and its branded
canned swest corn and
other products.

Mdaysaisgrongin
supplying baked
beans and peas. Most
of its vegetable
ingredients are
imported from the
USA.
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USA leadsin canned
cherries and strawberries
demanded by the food
Service sector.

Fresh fruits, 1.China- 47% Chinaleads the market Madaysia does not
temperate 2. Australia - 18% with its Fuji apples, produce fresh
3. USA-17% Chinese pears and temperate fruits.
Net import: 204,861 mandarins.
tonnes in 1999 Austrdiaand USA are key
seasonal suppliers of
value) berries and stone fruits.
Their products are trusted
by consumers.
Dried fruits 1. Egypt - 35% 98% of Egypt’sexportsis | Maaysia does not
2. Iran - 32% for dates. Dates formed supply dried fruits.
Net import: 9,843 3. USA - 15% 87% of tota imports, with
tonnesin 1999 major product demand by
the Mudims during Hari
US$ 10 million (CIF Raya.
value) Iran competes on price
and supplies mainly dates
and rasns,
USA dominatesthe
market for branded retall
packed raisins and prunes
with itswell known brands
(Sun-Maid, Del Monte,
Ligo).
Canned fruiits, 1. Augtrdia - 35% Around 60% of imports Canned pinegpple
exduding canned 2. South Africa-26% | was for canned peaches | dominates the canned
pineapples 3. USA - 24% and this product formed fruits market and loca
77% of Audrdid stota products dominate.
Net import: 777 exports. It competes on
tonnesin 1999 qudity and price.
South Africadirectly
US$ 0.8 million (CIF competes with Augrdia
value) but is less price
competitive.
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Edible nuts

Net import: 4,156
tonnesin 1999

US$ 7.6 million (CIF
value)

1. China- 48%
2. USA - 27%
3. India- 9%

China supplies nuts thet
have atraditionad demand
from ethnic Chinese such
aswanuts and mixed nuts,
targeting the food industry.
The USA leadsin the retall
sector with its branded
amond, hazdnut and
pistachio nuts.
Indialeads with its
competitively priced
cashew nuts.

Locd brands such as
Tong Garden, Camel
and Ta Sun havea
very strong presence
in the retall market.

Fruit juices

Net import: 3,121
tonnesin 1999

US$ 1.7 million (CIF
value)

1. Austrdia- 32%
2. USA - 19%
3. UK - 8%

Audrdian juices dominate
the retail market. Its
products are of high quality
and price comptitive.

US and UK products do
not have as high aprofilein
the retail sector dthough
their mixed juices are more
price competitive
compared to Augtraia

Maaysan pinegpple
juice dominates this
segment of the
market, competing on
quality and price.

Other non-acoholic
beverages, including
minerd water and
soft drinks

Net import: 5.9
million litresin 1999

US$ 5 million (CIF
vaue)

1. Indonesia - 44%
2. France- 17%
3. USA - 16%

Indonesia supplies
commodity-style lower
end minera water to
Maaysa

France exports mainly
minerd water to Maaysia,
dominating the premium
minerd water market. The
French brands of Evian,
Volvic and Perrier are
brand managed and well
known in the market as
high quelity premium
products.

US has increased its
market share through its
premium branded Snapple
products.

Loca minerd water
and soft drinks
dominate the market
Mdaysaisamagor
exporter of soft
drinks and minerd
water to Singapore.
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Wine

Net import: 3.0
million litresin 1999

USS$ 13 million (CIF
vaue)

1. USA - 34%
2. France - 33%
3. Audrdia- 19%

USA hasimproved its
market share Sgnificantly
by its aggressive supply of
New World wines a very
competitive prices.

France, which continuesto
supply traditiond Old
World wines, dominates
the food service market
and competes on quality
and price.

Audtrdia has developed a
higher presencein the retall
market because of its price
compstitive products and
strong supply.

Malaysiadoes not
produce any wine.

Beer

Net import: 2 million
litresin 1999

US$ 27 million (CIF
vaue)

1. Singapore - 66%
2. Mexico - 16%
3. Philippines - 8%

USA - Negligible
supplier

(0.2%), however,
Budwaelser has been
increasing itsretail
presence.

Singapore isamagjor re-
exporter of foreign beer
into Mdaysia. Grolsch's
and other Belgium beers,
Fogters sfrom Audrdiaas
wdl as Tang Tao from
Chinaare re-exported
from Singapore into
Maaysa

Niche playersinclude
Corona Extra (Mexico)
and San Migud
(Philippines).

The market is
dominated by local
beers. Maaysiahas
two mgor breweries
that are aggressive
brand driven
businesses which
protect its market.

Spirits

Net import:3 million
litresin 1999

US$ 39 million (CIF
value)

1. France - 33%
2. UK - 33%

USA - Minor supplier
(4% share)

The market is dominated
by whiskey (47% market
share) and brandy (32%
market share).

France dominates the
brandy (96% share) and
bitters (89% share) sectors
with itswdl known
brands.

UK dominates in whiskies
(78% share), vodka (45%
share) and gin (56%).

Locd production is
negligible
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Pet food

Net import: 10,890
tonnesin 1999

US$ 14 million (CIF
value)

1. Australia - 50%
2.USA - 17%
3. Thailand - 15%

The market is dominated
by Friskies (Audtrdia &
USA,) Pedigree (Audrdia
& Thailand) and Whiskas
(Audrdia& Thailand).

Malaysiadoes not
produce processed
and packed pet
foods.

Source: Malaysia Department of Statistics, market observations and trade comments
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Appendix B: Best product prospectsreview

Product 1995 1999 % Change Import Key Market
Category Import | Import Tariff Constraints | Attractiveness
S S Rate Over For USA
M ar ket
Developmen

t

Beef and 72,076 | 93,385 | 6% growth | Noimport | Segmentation | Category B retail

lamb tonnes | tonnes | per annum dutiesare | between a market segment.
levied on small market
beef and for High
lamb. fresh/chilled | attractiveness for
products major exporters

dominated by | that are willing
Australiaand | and ableto
alarge frozen | compete with

market Austrdia (fresh
dominated by | and chilled) and
India. India (frozen).
Poultry, 4,849 28,825 | Very fast No import | Thelocal Category A retail
mainly tonnes tonnes | growth dut'ies are poultry _ market segment.
frozen levied on indugtry is _ _
poultry very strong. Niche retall
imports. demand exists for
Maaysians frozen turkey.
generdly

prefer fresh Note: Food
poultry, which | service demand is

iswiddy likely to be the

available. main area of
development for
frozen poultry
products.
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Dairy 185870 | 191,302 | Mature 25% High levelsof | Category C retail
tonnes | tonnes | market import exiging market segment,
duty competition except for ice
charged for market cream, processed
onyogurt | share and pizza cheese.
products. | amongst key
5% import | loca suppliers | This segment is
duty is make entry not particularly
charged difficult and atractive for U.S.
onice codlly. exporters.
cream and | Comptition
cheese is very strong
and 2% on | from
butter. Australia and
New Zealand
Egg 74 302 Niche 2% import | Local egg Category C retail
products tonnes | tonnes | market duty producers are | market segment
growth charged | very strongin
the market. No retail market
Fresh eggs for imports, which
are preferred. | are mainly food
ingredients.
Breakfast 5,401 5,153 | Sow 5% duty | Nestléand Category A retall
cereds tonnes tonnes | growth charged | Keloggs market segment.
except on | breakfast
products | cereals and An dtractive
containing | ther market for long
cocoa, strengthsin term development
which the market. based on higher
incur 7% disposable
duty. incomes and
related changing
eating habits.
UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #MY1025

Page 25 of 32

Infant food, | 16,580 | 17,871 | Staic No import | Food cultural | Category B retail
induding tonnes | tonnes | market dutiesare | barriersexist. | market segment
dairy levied on Malaysian for cereal based
products infant mothers infant food.
milk. appear to
prefer cereal | This market
based infant | should not be
foods. ignored in future.
TheUSA is
Locdly aready the mgjor
prepared and | supplier for bottled
packed dairy | infant food and
products of the market is
Nestlé, upgrading on the
Dumex and back of higher
Dutch Baby disposable
have astrong | incomes.
hold on the
market.
Snacks; Details 1,525 | Growth 0%to 7% | Local Category A retail
potato and not tonnes | market duty is products market segment.
ceredl reported charged command a
based depending | huge share of | Attractiveto
on product | the market stronger U.S.
type. and are well businesses willing
known by to compete with
Malaysian strong local
consumers. businesses.
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Fresh 81,315 Growth of No import | Competition Category B retall
vegetables, | tonnes | 15409 |about15% | dutyis from key market segment.
temperate 9 per annum charged established
tonnes except on | suppliers Demand for
sweet from temperate
corn, Australia, vegetables will
which Indonesiaand | continue to rise on
incurs 8% | China the back of rising
import disposable
duty. Competition incomes. Thiswill
aso comesin | provide
the form of opportunities for
products from | U.S. suppliers
Maaysia's able to compete
own with Augtralia,
highlandsand | Indonesia and
some Asian China
countries.
Frozen 17,403 23,618 | Around 7% | Nil except | Demand is Category A retall
vegetables tonnes | tonnes | perannum. | sweet not very market for
corn varied and segment.
which revolves
incurs around Good prospects
12% potatoes, exist for certain
peas, sweet frozen vegetables
corn and supplied by the
mixed USA that arein
vegetables. demand from
Malaysian
consumers.
Note: Food
service demand is
aso important.
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Canned 12,343 16,316 | 5% per 2%1t08% | Demandis Category A retail
vegetables | tomnes | tonnes | anum. import | very specific | market segment.
duty is and does not
charged |includemany | USsuppliersare
depending | products. likely to find some
on product | Mushrooms, | future
type. sweet corn, opportunities exist
tomatoes for certain
(food service | products which
demand), “fit” in Maaysian
baked beans, | food culture, but
peas and not the whole
some Chinese | range of products
products that are available
comprisethe | inthe USA.
bulk of
demand.
The bulk of
vegetables
consumed by
Maaysians
are fresh.
Fresh fruits, | 213,683 Static 5% except | Few barriers | Category A retall
temperate tonnes | 204,86 | market oranges exist for market segment.
1 which popular
tonnes incur no products such | Thisisone of the
import as apples, most attractive
duty. pears, market segments
oranges and for the USA to
grapes. develop. Demand
for temperate
fruitswill riseon
the back of rising
disposable
incomes.
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Dried fruits 9471 9,843 | Growthin 10% Mature Category A retail
tonnes | tonnes | dates except for | traditiona market segment.
imports Dates, demand
US$3 | US$10 which existswithno | Attractiveto U.S.
million million incur no magor suppliers with
(CIF (CIF import gimulant to market driven
value) value) duty. boost growth | approach to
potential. business with
Malaysia
Canned 5,141 777 Marketin | 6% to Fresh fruits, Category A retall
fruits, tonnes | tonnes decline 10% both tropical | market segment.
exduding quending and _
canned in product | temperate Changesin the
. type, varieties, are | diet and an
pineepples except for | very widdy increase in
on avalableand | demand for
pinegpple | aregeneraly | convenient
which preferred by | products should
incurs5% | Maaysian underpin long term
plus RM consumers. prospects for U.S.
2.20 (US$ canned fruits,
0.58) per which are supplied
kilogram. by committed
businesses.
Edible nuts 5,016 4,156 Import Nil, except | Mature Category A retall
tonnes tonnes market in | products traditiona market segment.
decline containing | demand
coconut (including This market
food should not be
ingredient ignored. The USA
demand) is dready the
exissswithno | maor supplier and
major the market is
stimulant to upgrading on the
boost growth | back of higher
potential. disposable
incomes.
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Fruit juices 5,858 3,121 Immature | 6% to The retall Category A retail
tonnes tonnes market 10% market for market segment.
: pure juices is
g(:,]pendl "9 dill nichelike. | This market is
The product | likely to become
proauct, isnot in the more dynamic in
except on | maingtream | future as
pinespple | giet of most | Malaysians start
juice Maaysians | to understand
which andishighly | these products.
incurs senditiveto Opportunities will
30%. €conomic exist for
performance | development by
of country. the U.S. pure
juice suppliers.
Other non- 3.2 59 Sow 25% The dominant | Category A retail
aoohdlic million | million | growth import Status of the | segment for
beverages, | litres litres duty on large local premium fruit
induding soft drinks | soft drink and | drinks.
. and 20% mineral water
minerd on mineral | manufacturer | This market is
water and water. s, which attractive for U.S.
soft drinks include strong | exporters of
Coca-Cola premium fruit
and Pepsico | drinks asthe
bottlers. market is
upgrading on the
back of higher
disposable
incomes.
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Wine 1.2 3.0 High rates RM Dutieson Category A retail
million | million | of growth. 120.00 dcohalic market segment.
litres litres (about drinks

US$ 32) moderate Thisisan

per consumption. | attractive market
Decadlitre for U.S. exporters
for ill Wine may underpinned by
wines. have increasing
Sparkling | benefited disposable

wines from a switch | incomes as well
incur RM | from use of as the apparent
425.00 Spirits, e.g. switch away from
(about brandy, at Spirits.

US$ 112) | celebrations,

per e.g. ethnic

Decdlitre. | Chinese

Sdlestax | weddings.

islevied at

20%.

Beer 4.7 2 Declining RM 89.00 | Thetwo key | Category C retail
million | million | duetohigh | (about local brewers, | market segment.
litres litres excise US$ 23) Guinness

duties. per Anchor (a Not particularly
Decdlitre | Heineken attractive for
Salestax | company) companies not
islevied a | and Carlsberg | currently involved
20%. Malaysiaare | in the market.
very Duties and taxes
aggressive imposed on
businesses. acoholic drinks
Most of are high and loca
Maaysia's competition is
foreign beers | very strong.
are imported
by these
businesses
from
Singapore
and Hong
Kong.
Other
imported
beers are
niche
products.
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Spirits 4.5 3 million | Market in Between | High duties Category C retail
million litres decline. RM on these market segment.
litres 553.00 products and

(US$ 145) | adverse Unattractive for
and RM | exchange U.S. exporters
587.00 rates have due to well
(US$ 154) | damaged this | entrenched local
per market. demand traits and
Decdlitre, strong brand
depending | Demand is managed
onsuirit | very specific. | competition.
type. Brandy/
Salestax | cognac and
islevied a | Scotch
20%. whisky are
the key
products
demanded
and
consumed.
Pet food 6,611 10,890 | Highrates No import | Few Category A retall
tonnes tonnes of growth. dutiesare | constrainty market segment.

leviedon | barriers exist

dog food. | under Attractive for
conditions committed
where suppliers wishing
disposable to actively develop
incomesare | marketson along
growing. term basis.

Source: Information from trade sources and government data
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Appendix C: Contact List of Major Food and Beverage Retailers

Carrefour Maaysia Sdn Bhd

3Jdan SS 16/1, 47500 Subang Jaya
Sdlangor

Mdaysa

Td: (03) 56374680

Fax: (03) 56337735

Convenience Shopping Sdn Bhd

6" Floor Wisma Antah, Off Jalan Semantan
Damansara Heights

50490 Kuda Lumpur

Mdaysa

Td: (03) 2541411

Fax: (03) 2561319

Giant Cash & Carry Sdn Bhd
1% FHoor, Giant Office Block
673, US51 Subang Jaya
47500 Petding Jaya
Selangor

Mdaysa

Td: (03) 56373319

Fax: (03) 56348426

Jaya Jusco Stores Bhd

4™ & 5" Floor, Manara Kausar
Jalan 3/27A Section 1

Badar Bahru Wangsa Mau
53300 Kuda Lumpur

Mdaysa

Tel: (03) 41433199

Fax: (03) 41491388

End of report.

Ocean Capital Bhd
NO. 1-21 Jalan Temoh
41400 Klang

Sdlangor

Mdaysa

Tel: (03) 33439933
Fax: (03) 33430076

Tops Retall Maaysia Sdn Bhd
9™ Floor

Wisma Jerneh

38 Jdan Sultan Ismall

50250 Kuaa Lumpur Mdaysa
Tel: (03) 21466688

Fax: (03) 21452301

The Store Corporation Bhd
Lot SA47 & S48

2" FHoor 101 Mall

Bandar Puchong Jaya

9™ Mile 47100 Puchong
Sdlangor

Mdaysa

Tel: (03) 58827373

Fax: (03) 58827378
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