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Malaysia 2Q2025 GDP: Waning Frontloading Effects Amid
Rising External Pressures

l AmBank Economics

We anticipate 2Q2025 GDP growth to come in at 4.3%, lower than the
advance estimate by DOSM at 4.5%. The official data due this Friday is
expected to confirm a steady 2Q2025 growth (1Q2025: 4.4%), supported by
resilient household spending, higher tourist arrivals and export frontloading
ahead of US tariffs.

Resilient spending continues to drive growth, while frontloading
dissipates

Domestic demand has consistently been the main driver of economic growth,
supported by a healthy labour market and moderate inflation, which together
provide a conducive environment for expansion. Additionally, spending was
further boosted by a rise in tourism, as the country recorded nearly 17 million
international tourist arrivals in 5M2025, or about 20% increase compared to the
same period in 2024.

On the external front, export growth was initially driven by exports frontloading
to the US ahead of higher tariffs effective August 1st. However, this temporary
boost lost momentum toward the end of the quarter. Malaysia’s merchandise
exports to the US slowed to 21.2% in 2Q2025 from 35.9% in 1Q2025. Subdued
demand from other major trading partners, including China and the Eurozone,
also weighed on exports. These economies are facing similar headwinds, with
upcoming trade barriers dampening new export orders, which in turn curbed
demand for intermediate goods sourced from Malaysia. Manufacturing activity
slowed in tandem, with industrial production growth easing to 4.0% in 2Q2025
from 4.2% in 1Q2025.

External headwinds loom in 2H2025

The economic backdrop is set to become more challenging in 2H2025 and
beyond as the US reciprocal tariffs come into force, imposing tariffs of between
10% to 50% globally. While Malaysia’s competitive advantage will likely remain
at status quo, producer suplus may take a hit in the early months of
implementation. Risks are compounded by the potential extension of US tariffs
to industry-specifics, which are currently exempt products such as
semiconductors and pharmaceuticals. Any move to target semiconductors —
whether through higher tariffs or non-tariff barriers, could be damaging for
Malaysia, given that the US accounts for nearly 20% of its semiconductor
exports. There could also be secondary effects as well. Moreover, shifts in
global supply chain configurations driven by rising US protectionism may
undermine investment and further weigh on growth. As Malaysia’s economy is
closely correlated with the US, downward pressure on the latter amid weaker
labour market conditions may pose downside risks to Malaysia’s growth
prospects in 2H2025.
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GDP Forecast by Expenditure:

Growth (% yly) 1Q2025 | 2Q2025F*
GDP 4.4 43
Domestic Demand 6.0 5.8
Private Consumption 5.0 5.2
Public Consumption 4.3 5.1
Private Investment 9.2 74
Public Investment 11.6 8.4
Net Exports 19.6 (53.2)

- Exports 4.1 3.8

- Imports 3.1 6.9

*Forecast by AmBank Economics
Sources: Department of Statistics Malaysia (DOSM),
AmBank Economics

GDP Forecast by Production:

2Q2025F
Growth 1Q2025 AmBank
(% yly) AE* | Economics

Forecast
GDP 4.4 45 43
Agriculture 0.6 2.0 3.0
s | en [oa] e
Manufacturing 4.1 3.8 3.9
Construction 14.2 11.0 10.5
Services 5.0 5.3 5.0

*AE- Advance estimate by DOSM
Sources: DOSM, AmBank Economics
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While external headwinds will likely cap growth momentum, domestic demand
is expected to remain a key growth driver. Private consumption should stay
resilient, underpinned by a healthy labour market, the July 25bp cut on Overnight
Policy Rate (OPR) and continued government support measures, including the
recently announced one-off RM100 cash assistance to all Malaysians aged 18
and above under the Sumbangan Asas Rahmah (Sara) programme.

Exhibit 1: Real GDP, 2Q2023 - 2Q2025, % yly

Exhibit 2: Merchandise exports, % yly, 3-month moving
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*Forecast by AmBank Economics Sources: DOSM, AmBank Economics
Sources: DOSM, AmBank Economics
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DISCLOSURE AND DISCLAIMER
This report is prepared for information purposes only and it is issued by AmBank (M) Berhad (“AmBank”) without regard to your individual
financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty, representation, recommendation, legal,
accounting or tax advice, solicitation, or expression of views to influence any one to buy or sell any real estate, securities, stocks, foreign
exchange, futures, investment, or other products. AmBank recommends that you evaluate a particular investment or strategy based on your
individual circumstances and objectives and/or seek financial, legal, or other advice on the appropriateness of the particular investment or
strategy.

The information in this report was obtained or derived from sources that AmBank believes are reliable and correct at the time of issue. While
all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and reasonable, AmBank has not
independently verified the information and does not warrant or represent that they are accurate, adequate, complete, or up-to-date and they
should not be relied upon as such. All information included in this report constitute AmBank’s views as of this date and are subject to change
without notice. Notwithstanding that, AmBank has no obligation to update its opinion or information in this report. Facts and views presented
in this report may not reflect the views of or information known to other business units of AmBank’s affiliates and/or related corporations
(collectively, “AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished for any
purpose without AmBank’s prior written consent. AmBank, AmBank Group and its respective directors, officers, employees, and agents
(“Relevant Person”) accept no liability whatsoever for any direct, indirect, or consequential losses, loss of profits and/or damages arising from
the use or reliance of this report and/or further communications given in relation to this report. Any such responsibility is hereby expressly
disclaimed.

AmBank is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The Relevant Person may
provide services to any company and affiliates of such companies in or related to the securities or products and/or may trade or otherwise
effect transactions for their own account or the accounts of their customers which may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard
to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to form part of this
disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will not be affected.
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