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Manufacturing

Sales turnover : 

< RM300,000  

Employees < 5

Sales turnover :

< RM300,000 

Employees < 5

Sales turnover: 

RM300,000 < RM15 mil  

Employees: From 5 < 75

Sales turnover : 

RM300,000 < RM3 mil 

Employees: From 5 < 30

Sales turnover: 

RM15 mil ≤ RM50 mil 

Employees: From 75 < 200

Sales turnover :

RM3 mil ≤ RM20 mil 

Employees:  From 30 < 75
Majority are small and micro businesses.

MSME Definition
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Selangor: 22%

Northern: 14%
Perak, Kedah, Perlis, Penang

East Malaysia: 19%
Sabah, Sarawak & Labuan

WPKL:11%

East Coast: 17%
Pahang, Terengganu, Kelantan

Southern: 14%
Johor, Melaka, Negeri Sembilan

Others
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Manufacturing Services Other Sectors

Large Medium Small Micro

52.9

1H 2023

Medium

Small

Micro

Profile of Respondents

Size of Business1

Type of Sector2

Services

68%

Manufacturing

20%

▪ Retail, 18%

▪ Food & Beverages (F&B), 15%

▪ Wholesale, 12%

▪ Information & Communication 

Technologies (ICT), 10%

▪ Transportation & Storage, 8%

▪ Utilities, 5%

▪ Human Health Activities, 4%

▪ Others, 28%

▪ Food Processing, 42%

▪ Chemicals & Pharmaceutical, 8%

▪ Plastic Products, 7%

▪ Electric & Electronic equipment, 5%

▪ Motor Vehicle & Transport 

Equipment, 4%

▪ Fabricated Metal Product, 4%

▪ Basic Metal, 3%

▪ Others, 27%

Construction

9%

Agriculture

3%

Mining & Quarrying

0.2%

State/ Region3

Composition of services sector respondents are quite balanced while those of manufacturing are mainly 

concentrated in the food processing.

423
Respondents

53.5
2H 2023

Index

Improved positive reading of 53.5 signifies 

MSMEs’ vitality in which they continue to 

be optimistic, resilient and adaptive. This 

is also in line with in-house’s economic 

projection for next year.

Note: All figures are rounded; they might not add up to 100%.



expect the economy to 

continue growing albeit at 

softer pace…
1H: 45%
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Survey Results

Economic Outlook1

54%

Higher Growth
1H: 40%

33%

No Changes
1H: 15%

13%

Business Mitigation Plan During 
Economic Slowdown

…mostly coming from small and micro businesses.

Top 3 sectors which expect a slowdown:

Agriculture ICT Wholesale

75% 72% 69%

Cost- cutting

Upskilling/ 
reskilling

Increasing 
Bank 

Financing

Invest in 
Automation

83%75%

63% 90%

RM

66% of MSMEs expect an increase in their sales 

performance (1H: 67%).

66%

Increase 

25%

Decrease 

9%

No Changes

Top 3 sectors which expect higher sales:

Despite 54% of respondents anticipating economic slowdown, they remains upbeat on their sales and profit. 

Sales3 Profit4

As higher revenue doesn’t always result in better profit, 

64% (1H: 60%) anticipate an increase in profit.

91%

Financial 

Service

Top 3 sectors which expect higher profit:

...with large and medium businesses expressing 

the highest concern.

1H: 87%

1H: 9%

88%

6%

Expected to Decrease

Expected to Increase…

Cost of Doing Business2 Top sectors which expect increase in cost:

ICT

93%

46%
52% 56% 53%
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20%

40%
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Large Medium Small Micro

Economic Growth Economic Slowdown No Changes

85%

66%

63%

67%

0% 50% 100%

Large

Medium

Small

Micro

2H 2023 1H 2023

85%

61%

60%

68%

0% 50% 100%

Large

Medium

Small

Micro

2H 2023 1H 2023

92%

92%

87%

84%

80% 85% 90% 95%

Large

Medium

Small

Micro

2H 2023 1H 2023

Utilities

93%

F&B

93%

Agriculture

92%

Financial 

Services

91%

Construction

90%

64%

Increase 

26%

Decrease 

10%

No Changes

78%

Education

75%

Wholesale

91%

Financial 

Service

83%

Agriculture

78%

Education

Note: All figures are rounded; they might not add up to 100%.



Top sectors 

that are 

hiring:

67% of MSMEs plan to increase

hiring of employees to meet growing

demand in line with positive expectation

of sales and profit …

1H: 61%

Majority of respondents wish to focus on improving their 

branding as well as marketing strategies…

Note: All figures are rounded; they might not add up to 100%.
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… However, most of them prefer hiring non-full-timers due to its flexibility. 

Meanwhile, large firms opt to employ full-timers for stability purposes.

1/3 of MSMEs have low cash reserves hence more vulnerable to shocks. Top 3 sectors with:
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Food 

Processing 

Chemicals & 

Pharmaceuticals

Human Health 

activities

Agriculture

Digital 

Transformation
Expansion 

Plans

68%

ESG 

Initiatives

66% 75%

Marketing/

Branding

RM

68%

Education

100%

Financial

Services

90%

Chemicals & 

Pharmaceutical

83%

16%

19%

31%

33%

0% 5% 10% 15% 20% 25% 30% 35%

More than 3 Years

1 to 3 years

6 months to 1 year

less than 6 months

2H 2023 1H 2023

Hiring Decision5

Factors Impacting Business6 Focus Area7

Almost all MSMEs feel that inflation is affecting their business 

performance regardless of their business size.

…however large and medium businesses focus more on expansion and 

digital transformation, respectively.

68%

Financial Sustainability8

Construction

100%

Retail

100%

Top sectors 

impacted by 

inflation:
Food Processing

100%

50% 50% 50%

46%

28%

16%

21%

38%

39%

36%

26%

11%

15%

25%

6%

10%

6%

15%

24%

24%

21%

Large

Medium

Small

Micro

Full-time Contract Part-time staff Apprentticeship No-New hiring

Business Size/ Focus Large Medium Small Micro

Business Expansion 92% 68% 67% 67%

Digital Transformation 75% 72% 64% 71%

Marketing/ Branding 83% 71% 75% 77%

Inflation

Top 3 factors 

Government Policies

Digital Transformation

98%

88%

80%



SME BANK has exclusive proprietary rights in the data or information provided herein. This document is the property of SME BANK and is

protected by Malaysian and international copyright laws and conventions. The data and information shall only be used for intended

purposes and not for any improper or unauthorised purpose. All information contained herein shall not be copied or otherwise reproduced,

repackaged, transmitted, transferred, disseminated, redistributed or resold for any purpose, in whole or in part, in any form or manner, or

by any means or person without SME BANK’s prior written consent.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an

invitation to make an offer, to buy or sell any securities or other investment or any options, futures or derivatives related to such securities

or investments. It is not intended to provide personal investment advice and it does not take into account the specific investment

objectives, financial situation and the particular needs of any specific person who may receive this report. Investors should seek financial

advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended

in this report and should understand that statements regarding future prospects may not be realised. Investors should note that income

from such securities or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall.

Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future performance.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by

anyone to provide tax advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax

professional.

Any opinion, analysis, observation, commentary and/or statement made by SME BANK are solely statements of opinion based on

information obtained from sources which SME BANK believes to be reliable and therefore, shall not be taken as a statement of fact under

any circumstance. SME BANK does not and is in no position to independently audit or verify the truth and accuracy of the information

contained in the document and shall not be responsible for any error or omission or for the loss or damage caused by, resulting from or

relating to the use of such information. Analysts based in SME BANK offices produce research on macroeconomics, equities, fixed

income, currencies, commodities and portfolio strategy.

SME BANK and its affiliates, subsidiaries and employees shall not be liable for any damage or loss arising from the use of and/or reliance

on documents produced by SME BANK or any information contained therein. Anyone using and/or relying on SME BANK document and

information contained therein solely assumes the risk in making use of and/or relying on such document and all information contained

therein and acknowledges that this disclaimer has been read and understood, and agrees to be bounded by it.

Economic Research, SME Bank

DISCLAIMER
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