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by AUFA MARDHIAH

MALAYSIA unveiled a RM510

RM66.2b |

RM46.5b

RM18.6b

RM15b |

RMT7.9b
RM6.9b

RM6b |

RI70

government's priorities went

beyond economic expansion to

improving incomes and living
s

billion spending and i
framework under Budget 2027,
aimed at strengthening domes-
tic businesses, accelerating high-
value investments and maintain-
ing fiscal discipline.

The budget also announced
higher wages, tax reductions and
expanded household assistance
to ease living costs and spread the
benefits of economic growth.

Prime Minister (PM) and
Finance Minister Datuk Seri
Anwar Ibrahim, who tabled
the fifth Madani Budget in the
Dewan Rakyat on Oct 9, said the

consent of the copyright owner.

“The measure of a budget is
not the thickness of its docu-
ments, the size of its all

RM43b |

Budget 2027
Allocations

RMA459.8b
~ RM&9b |
RM47.7b

RM44b |
RM19.1b |
RM16b |
RMSb |
RM18.7b |
RM16.2b |
RM935m |
RM757m |

Increase

(%)

MALAYSIA
MADANI

ment (GLICs), RM11

or the number of announcements.
What matters is whether more
people can live with dignity,” he
said.

The RM510 billion framework,
up from RM470 billion previ-
ously, comprises RM376.8 billion
in federal operating expenditure
and RMB&3 billion in development
spending.

Another RM25 billion will come
from government-linked invest-

hillion from public-private invest-
ments and RM14.2 billion from
federal statutory bodies and Minis-
ter of Finance Inc companies.

These additional commitments
sit outside direct federal expend-
iture and are intended to mohbi-
lise more investment without
relying solely on government
allocations.

Malaysia's GDP is projected to
grow between 4.2% and 5.2% in

Eprr

== |nvestment Framework
GLICs
| Public-private investments

Federal statutory bodies and MOF Inc

2027, against an estimated 4.8%
to 5.3% in 2026,

The government expects the
fiscal deficit to narrow to 3.3%
of GDP next year from 3.6% this
year.

However, Centre for Market
Education (CME) CEO Dr Carmelo
Ferlito questioned whether the
spending plans could deliver last-

Scwirce; Mecha Mulla/TMRgraphic

Higher Wages, Tax Relief
and Household Support
A key household measure was the
increase in the monthly minimum
wage from RM1,700 to RM2,000,
effective June 2027, covering more
than four million workers.
Micro, small and medium
enterprises (MSMEs] with annual
sales below RM50 million will be
1 to allow them time to

ing gains with placing greater
pressure on public finances.

“The balance favours short-
term household relicf and an
expanding state, with fiscal disci-
pline more in the headline ratio
than in the underlying numbers,”
he told The Malaysian Reserve
[TMR).

adjust.
The government also propo-
sed a RM2,500 monthly wage
floor for semi-skilled workers
and graduates, while GLICs and
government-linked companies
(GLCs) will raise their living wage
SEEPAGE 3
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benchmark from RM31,100 to
RM3,400, benefitting around
230,000 workers.

The Economic Outlook
2027 repart highlighted the
need for wages (o rise alongside
productivity,

However, Ferlito warned that
mandstory increases could dis-
courage hiring, particularty where
businesses were unuhle to absor
higher labour costs.

He also guestioned the pro-
posed graduate wage floos, saying
employers might reduce entry
level recruitment if the
salary excerded the value of the
work performed.

The cxemption for smaller busi-
nesses, he added, could create
different wage conditions based
on company skee.

*Mandating a higher price does
not make a worker more produc:
tive. Low-productivity workers
may end up hired less, given fewer
hours or other benefits, pushed
into Informal work of replaced by
machines,” he said.

On taxation, personal incoime
tux relief will rise from RM9,000 to

RM12,000, its first revision since A i

010, g high lary may ity be hired less, given fewer hours or other benefits, pushed into informal work or
Rates will fall by one pereent-  replaced by machines

age point (ppt] to 18% for charge !

able income between RMT0,000  tions that limit SARA spending to “The tax cut is right but small.  Eduy Healtheareand  colicetions are forecast to reach

and RM100,000, and to 24% for  approved goods and outlets, The SME rate cat is worth at Mu Iulunn. while Petroliam

RM 100,000 t RM150,000. The rate b L most BM6, (K0 a year pet firm, and  The Ed inistry (MOE] dividend

fur income exceeding RM1 million gthening y  the th Id effects remain,” he  reeeived the largest ministerial s expected to increase to RMI2

will increase to 30%. I nt said. altocation at nearly RME9 billion,  billion from RM27 billion this year.
Anwar sald about five million  Budger 2027 introduced lower He called for simpler taxation,  wp from BM66.2 billion in 2026, Debt servicing costs are pro-

taxpayers could gain up to RM1,600
in additional disposable income.

income tax mtes for qualifying

deregulation and fewer barriers

while RM19.1 hillion went to

Jeeted to rise 6.5% to RM51 billion,

MSMEs, cutting the rate on the first. — to business expansion, wamning  the Higher Inistry  equivalent to 16.2% of of T3
Relfict p were also of chargy income  that subsidised financing risked  [MOHE]. expenditure.
broadened to cover certain family  from 15% to 14% and the rte on supparting firms that might strog- School mak fund- he g 80 exp
:ll!.edtmﬁen sports and digital -~ RM130,000 to RM600,000 from  gle to compete commencially. ing doubled 1o RM2 billion, with  spend RM111.6 billion on emal-
including artificialintel:  17% o 16%. In hisview, broader competition.  almost RM1.3 billion set aside 0 uments and RM44.6 billlon on
Ilgﬁwr(.u} subscriptions. Around 300,000 MSMES are  and allowing mmim woretaln upgrade 642 dilapidated schools,  retirement ¢l
the tax cuts as to beneflt, with sivings  more il larly in Sabal The fiscal deficit s foreeast to

expected
of up to RME,000 annually,

mnﬂhbﬂdm'lmnmnw unnlduuppen pmdu:ﬂvil\ymm Early Schooling Assistance will  full to RM77.5 billion in 2027 from
ures, although he noted that they The government also lnnuml :ﬂmlw.lyihnn Timited  in in P RM7E.5 billion in 2026, while
would offer little direct benefit to  RM6.6 billion in microfi : Wl,hn:ﬂlﬂnglhmnsilmﬂlhn the federal debt-to-GOP ratio I
the lowest carners, whodonotpay  and raised availuble loans and projected to case to 63.7% from
inconse tax, financing guarantees to kM57  Technology, Skills and smnmn-nmmnum 5%, i
“These measures leave income  hillion from RM30 billlon. Energy Transition (MOM) allocation rose to BM47.7  The projected reduction in the
with the peaple who e-mnd i Of this, s:-ﬂlul j-mlnu longer-term growth, the bud-  billion from RM46.5 billion, deficit amounts to RM1 billion,
1 favour that over redi Bhd (SJFF]  getallocated RMG billion across More than 9,000 contract doe-  highlighting the difference
because Individu-h not mi.uls— and Credit Guarantee Corp (M) minkstries for research, devel-  tors will be offered permanent een a smaller deficit ratio
tries, are best p Iihd {CGE) P opment and commercialisation,  posts next yur.\\'l!il! the afford-  and a substantial cut in annual
I.hnrmmu:y isspent,” he said. billion in nuu. alongside RME blllinn ﬁor techni-  able MediA ek pllu I
l‘ur ngan mwm‘tﬂIMM eal nnd " is scheduled for i duction in Ferlito argued that the modest
i dSumban-  mid-tier ing [TVET). January 2027, reduction in the absolute defi-
#an Asas Rahmuh [SARA] rose to  mum ;ur-nue raised to RM50 Human Resource The budget also included meas  eit highlighted the limits of fiscal
RM16 billion from BM13 billion  million. Oorp[mnmrp]wﬂlpmrtdum:l sures to improve parti y when
in 2026, Hank Negarn Malaysia (BNM]  billion for three million trmining  in private hospital dmmn und  projected federal revenue of
Up to nine million STR recipi- — will provide another kM3 bil!.tun opportunitics, whilc Bakat Madani  make medical treatment more  AM3A0.8 billion harely enceeded
M50 fn fi i 30,000 job opp expenditure of RMI76.8
manthly under SARA, or RM1,800 (SMEs] affected by the  nities nest year. Th ment also allocated  billion.
a - et in Weeat Asia. The Malaysia Digital Economy  #M1.3 hillion for assistance o He pointed to rising debi-
Another 13 million aduits who GLIC are expected to mobilise [MDEC) received RM30 mil-  nearly 200,000 senior citizens  servicing costs and other fixed
are not STR reciplents, including  RM25 billion under the GEARuP  lion to help 4,000 MSMEs adapt — and RM1.5 billion for more than commitments that conld limit the
middle-income Mal i for di tic invest-  Aland train 5,000 Al onals, 300,000 persons with ® ibility to fund d
feceive RM100 twice next year. ments, including semiconductors Another 100,000 free Al sub- These measutes formed part  Jopiment projects.
SARA purchases will also cover  and digital infr i will be provided, inclu-  of a wider effort to extend sup- *Debt-servicing churges rose

fresh produce at 216 farmers*
markets and traditional comimu-

Khazanah Nasional Bhd and

nity markets under the Federal

! Fund Inc [KWAP] will
Inm [RM1.2 hillion in focal semi-
and RM2.1

More than RMB0 billion was
earmarked for subsidics, assis-
tance and incentives in 2027,
incloding an estimated RMAa0

hillion in mik-tier frm scross stra-

nelled through Khazanab's Jela-

din;mlnchnlﬁl'r

In energy, Tenaga Nasional
Bhd [TNB] is set to invest RM15
hillion in the national electricity

UEM Lestra Bhd will invest
ML billion in projects inchiding
energy storage sl Kuala Lumpur
International Alrport (KLIA) and

port beyand working houscholds
to groups requiring ongoing
assistance,

Sabah's federal allocation
inereased to RM 18,7 billion from
RM17.6 billion, while Sarawak’s
rose to RM16.2 billion from
RM15.1 billior.

Armlbcr HM3.3 billion was

wang Capital and KWAFs Dana
Perintis, will

about 41%, from RAMIS.G7 billion
in 2021 to RM53.71 billion in 2025,
About hall of total spending goes
o salaries, pensions and debt
serviging, which cannot be cut

quickly.
“When something has to give,
it is usually devclopment spend-

g

billlan in fuel subsidics, ps. K Thybrid encrgy — all d o rural i budiet,” he sai

Funding for Jualan Rahmah These initintives seck to help ptoJec: ln ]ulmr. according to  including roads, clean water and The Economic Outlook 2027
Madani and Jualan Agro Madani  Malaysian businesses move beyond — Buigget 20; ¥, to address reg inflation of 1.8%
increased 1o RM750 million from hw-hncﬁvluumd build their mimmmhwnd:d:n development gaps. to 2.8% next year, although geo-
RM630 million, supparting 35,000 b i meel g wing ty demand s . palitical tensions, trade restric-
sales progeammes. Approved investments reached d f Fiscal Discip Amid tians and commodity price volati-

Ferlito said targeted aid could  RM218.5 billion in the first halfof  ing, which the Economic Outlook Pressures lity remain rigks.
provide immedinte reliefbutwould 2026 (1H26), up 10.7% from ayear 2027 report identified as a chal-  According to the Fiscal Outlook While Budget 2027 set out
not resolve weak productivity and  earlier. lenge for infrastructure planning  and Federal Government Reve-  measures to lift incomes, develop
wage growth, which he argued Ferlito welcomed lower busi- mdmbudl-bdlil;c nue Extimates 2007 report, federal  industries and improve public
required greater private invest- 2 ued th 4 gy tax incen:  revenue is projected fo rise 4.7% their longer-term impact
ment. ing and ind specifi lux 1o RM380.8 billlon next year, will depend on Implementa-

He also p direct cash | ives were leas effective than upwlm!urqu-l from a revised BM263.6 billion in  tion, productivity growth and the
assistance to subsldised prices,  broad reforms to i.mpmw compe: Ifying projects, were extended to 2026, government's ability to contain

ilthough he questioned restric-  tition and g the ond of 2030 Salew and Service Tax (S5T)  recurring spending.

Provided for client's internal research purposes only. May not be further copied, distributed, sold or published in any form without the prior
consent of the copyright owner.






