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Malaysia’s 1Q 2025 GDP growth moderated to 4.4% YoY (4Q 2024: 4.9%), the lowest since 1Q 2024
(4.2%) but matched the advance estimate. On a QoQ seasonally adjusted basis, the economy rebounded
by 0.7% (4Q: -0.2%).

On the expenditure side (refer to Table 1), the public sector drove overall performance, with both
consumption and investment expanding at a faster pace, buoyed by higher emoluments and stronger fixed
assets purchases by the Government and public corporations. Private sector growth was still respectable,
notwithstanding a tepid slowdown in the lead up to escalation in trade tension and heightened
uncertainties which may have spilled over to domestic demand. Private investment growth eased to high
single-digit rate of 9.2%, after three consecutive quarters of double-digit growth. Approximately 30% of
investments are in the export-oriented sectors, hence may be exposed to vulnerabilities.

Although moderated marginally, private consumption growth came in at 5.0% (4Q: 5.3%), thanks to
upward adjustment in civil servant salaries (started Dec 2024), higher minimum wage of RM1.7k (effective
Feb 2025) as well as festive seasons spending such as Chinese New Year and Hari Raya.

Externally, net export growth narrowed to 19.6% (4Q: 63.6%), as export eased faster than that of
imports. While still expanding, the growth pace of both exports of goods (1Q: 1.6% vs 4Q: 6.6%) and
services (1Q: 16.9% vs 4Q: 19.5%) have slowed. Nonetheless, we view that exporters may gain in the
short term due to front-loading activities amid the reciprocal tariffs 90-day pause and ongoing
negotiations.

By sector (refer to Table 2), services, construction, and manufacturing sectors expanded at a slower
pace while the mining sector contracted. On the other hand, the agriculture sector returned to growth.

Overall, 1Q GDP performance signals a weak start to the year as it slipped off the official 2025 GDP forecast
range (4.5% - 5.5%) and the path seems to be more challenging moving forward with the unfolding of
trade war and geopolitical tensions that may drag on domestic demand - circa 30% of labour income and
20% of employment are from external-oriented sectors. Moreover, rising cost environment including higher
medical insurance premium, upcoming RON95 subsidy rationalisation alongside SST expansion and
electricity tariff hike are likely to weigh on consumption.

IMF and World Bank has revised Malaysia’s 2025 GDP growth projection downward to 4.1% and 3.9%
(previously: 4.7% and 4.5%) respectively. While DOSM’s Leading Index in Feb 2025 stood at 112.4 points
(Jan: 112.6), its smoothed long-term trend remained below 100.0 points signaling that the economy will
remain moderate in the four to six months ahead. As such, we are currently reviewing our 2025 GDP
forecast range of 4.5% - 5.0% alongside other macro indicators, depending on the outcomes of ongoing
negotiations with the US.

Figure 1: Quarterly Real GDP
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Table 1: Share
GDP by expenditure components 2024 (%)
(2015p)

Aggregate domestic demand 95.2
Private consumption 60.7
Public consumption 13.2
Private Investment 16.5
Public investment 4.8

Net exports 4.2
Exports of goods & services 68.1
Imports of goods & services 63.9
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Figure 2: Retail trade & e-payment

transactions (% YoY)

2025

Annual growth (%)

6.5 74 6.4 6.5 6.0
57 47 53 5.1 50
1.8 6.0 40 47 43
12,0 15.6 127 12.3 9.2
9.1 144 10.0 11.1 11.6
0.3 (5.3) 63.6 9.2 19.6
8.5 1.7 8.7 8.3 4.1
9.0 13.0 59 8.2 3.1
59 54 49 5.1 44
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Services sector moderated slightly to 5.0% YoY in 1Q
2025 (4Q 2024: 5.5%). Accommodation, real estate,
and transportation & storage retained the top 3
growth in 1Q, albeit softening. Meanwhile, wholesale &
retail trade, govt services and water & sewerage
subsectors expanded at a faster pace.

Normalisation in motor vehicles sales and production
amid high base effect has pushed motor vehicles into
negative growth (1Q: -3.7%; 4Q: 2.2%). Likewise,
electricity & gas (1Q: -1.7%; 4Q: 3.1%) also dropped,
the first time since 1Q 2023.

Headwinds to be monitored closely. Weaknesses in
the manufacturing sector (i.e reduction in employees’
wages & layoff) may have spill over effect to services
demand (e.g retail, F&B). Currently, both services (1Q:
4.1% YoY; 4Q: 3.9%) & manufacturing nominal wages
(1Q: 1.8%; 4Q: 1.7%) continued to register growth.
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Sources: DOSM, CEIC, BNM, Malaysian Semiconductor Industry Association (MSIA), S&P Global, and SME Bank Economic Research

Manufacturing sector growth ticked down to 4.1% (4Q:
4.2%), due to contraction in motor vehicles, petroleum
& chemical and paper & paper products.

Conversely, electronic components (1Q: 8.3%; 4Q:
7.5%) and electrical equipment (1Q: 4.4%; 4Q: 2.3%)
grew faster ahead of US tariff measures, in line with
front-loading activities and sturdy global demand.

Semiconductor is currently exempted from the
reciprocal tariff. However, the risk is prevalent as our
semiconductors are highly integrated into the global
supply chain and is critically demanded in numerous
industries. All MSIA members surveyed said that they
are unable to absorb tariff related costs if any, with
75% members also conveyed that tariffs could deter
investment.

PMI continued to reflect a subdued demand (Apr: 48.6;
Mar: 48.8). Lack of new orders is causing
manufacturers to scale back production and the sector
may face prolong weakness if the current trend persists.
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Figure 4: Crude palm oil production

Agriculture sector rebounded by 0.6% (4Q: -
0.7%), uplifted by faster growth in marine fishing
(10.3%) and livestock (1.9%).

On the other hand, palm oil subsector remained
in contraction at -3.1% (4Q: -5.3%), while forestry
& logging fell deeper by -10.5% (4Q: -1.5%).
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4 10 Nonetheless, MPOB forecasts CPO price to

remain above historical level this year at RM4k

2 0 - RM4.3k (avg YTD 16 May 2025: RM4.3k; 2024:

0 -10 RM4.1k; avg 2015-2019: RM2.4k), which could
NARAAAIIRIIIIINA partially compensate the sluggish CPO
IITIIIZIIIILY production.

Palm oil production (mil tonnes) Industry experts foresee CPO production to
=% YOY (RHS) gradually improve with the end of the inter-
monsoon and pollination periods, and peak

season (2H 2025).
c Y Mining sector dipped further to -2.7% (4Q: -
‘@ e 0.7%), the third consecutive quarter of
contraction. This is mainly caused by a fall in

Figure 5: Natural gas prices vs natural gas production (1Q: -2.2% vs 4Q: 3.1%).

Malaysia LNG production This sector is likely to underperform in the near

% YoY USD/MMBtu term, faced with a double whammy of routine

20 10 scheduled maintenance that will constrain local

0 /\ 3.9 5 production and unfavourable global oil prices.

~ e US EIA forecasts Brent crude oil at USD66 bpd in
-20 -139 0 2025 (avg YTD 16 May 2025: USD71.7; 2024:
S3IIARIIIIIIIA USD79.9; avg 2015-2019: USD57.8) pressured
I8IIITFIIAITEe by global supply demand imbalance i.e. surplus
LNG production expectation of 0.4 mil bpd in 2025 (2024: 0.1 mil:

Natural gas prices (RHS) 2026f: 0.8 mil).
Construction sector maintained its double-digit

@]} CONSTRUCTION growth, albeit at a slower pace of 14.2% (4Q:

20.7%).
Looking ahead, major projects in the pipeline are
Figure 6: Construction work done expected to support the sector:
RM bil % YoY 1) Major transportation infrastructures; LRT
60 16.6 40 Mutiara Penang (RM13 bil), Sarawak
Sabah Link Road Phase 2 (RM7.4 bil),
O /N . 20 West Ipoh Span Expressway (RM6.2 bil),
20 0 LRT3 Phase 2 (RM5.3 bil).

o NERRRRRERERENERRE 2) Energy projects: TNB doubled its CAPEX
JAJFIIIIIIIIIA to RM14.3 bil annually for the period 2025
928928998899 - 2027 (2022 - 2024: RM6.9 bil annually).

. 3) Ongoing data center investments,
mmmm Special trades . h .
Civil engineering acceleration of 12" Malaysia Plan
Non-residential projects & spillover from the Johor -
s Residential Singapore Special Economic Zone.
Sources: DOSM, CEIC, BNM, Malaysian Palm Oil Board (MPOB), Bloomberg, US Energy Information Administration (EIA), MIDF, Tenaga Nasional Berhad 3 | 5
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GDP by economic 2024 (%) 3Q Year

activity (2015
Y P) Annual growth (%)
Services 59.4 48 5.9 5.2 55 53 5.0
% Manufacturing 231 21 47 56 42 42 41
E Agriculture 6.3 1.9 7.6 3.6 (0.7) 3.1 0.6
Q Mining 6.0 43 27 (2.8) (0.7) 0.9 @7
8 Construction 4.0 11.9 17.2 20.0 20.7 17.5 14.2
n'd Real GDP . 42 5.9 54 49 5.4 44
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Figure 8: Top 5 contributors to services GDP Figure 9: Bottom 5 contributors to services GDP
performance in 1Q 2025 (ppt.) performance in 1Q 2025 (ppt.)

Government Services _ 0.9 - 0.1 Private Health Services
Retail Trade _ 0.8 - 0.1 Private Education Services
Transportion and Storage _ 0.7 | 0.01 Water, mggfﬁzsf Waste
Wholesale Trade _ 0.6 0.1 - Electricity & Gas
Business Services _ 0.4 0.1 - Motor Vehicles

Sources: DOSM, CEIC, BNM and SME Bank Economic Research Page 4|5




Figure 10: Top 5 contributors to manufacturing Figure 11: Bottom 5 contributors to manufacturing

GDP performance in 1Q 2025 (ppt.) GDP performance in 1Q 2025 (ppt.)
Electronic Compo & Boards, _
Com Equip and Elect 21 0.002 Tobacco Products
Food Processing - 04 0.002 Textile and Wearing Apparel
Chemicals & Chemical
Products and Pharmaceutical - 04 0.01 ‘ Paper and Paper Products
Vegetable ar;iténlmal Ols & . 0.3 -0.03 I Refined Petroleum Products

Fabricated Metal Products i 0.3 08 Motor Vehicles and Transport
Equipment

DISCLAIMER

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. The contents do not imply or make any reference
to the operations of the BPMB Group or its sister company, EXIM Bank. 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.
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