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RHB turns cautious on Malaysia’s

The Malaysian Reserve, Malaysia

RHB turns cautious on Malaysia's growth amid
tariff headwinds

growth amid tariff headwinds

Potential slower growth

4.4% compared to our estimate of
4.8%, partly due to softness in the

addition, the recent expansion of
the Salns and Servicc Tax (SST} is

+

and restructuring of el icity
tariffs — may exert some upward

inst poten-
tial splllmrcﬁcm from height-

In major economies and mining sector. 4 to have a | 1 direet  pr on prices, their over- ened cxternal headwinds and
H q inti A slowdown in trade momen-  impact on GDP and i as all img is pected to T 1 trade
Ilngenng unmrtamtles tum is anticipated ahead, as the it Fl:nmmily gets discretionary ined, provided these meas- For 2025, we expect the current
over tariff tensions POS€  effects of front-loading activities  items and 1 service ures d prog yand  account surplus to be 1.8% of GDP.
signiﬁcant downside have dissipated, as reflected in  This targeted approach helps to  prudently. We anticipate a narrower tn?:
: i recent data prints. Export-oriented  minimise any significant effects Inflation in first half of 2025 plusinthe hs ami
risks to Malaysua s trade sectors, snpe: as el ics and  on 1l penditure  (1H25) is expected to be around  slower export xn‘mth Meanwhile,
and gl’OWth outlook electrical (E&E), raw materials and  and keeps inflationary p 1.5% (compared to the year-to-date  the services account is expected to
machinery, which are reliant on  in check. [¥YTD] level of 1.4%), with the poten-  be buoyed by tourism arrivals and
US and Chinese demand, are likely Certain domestic-oriented  tial to rise 10 2.4%-2.5% in 2H25. The  receipts, suppwl:d by major events
by RHB INVESTMENT BANK BHD to be most affected by both direct  industries are relatively shiclded  direct impact of the SST i such as Malaysia's 2025 ASEAN
tariffs and broader spillover effects  from these extérnal uncertain- mdwmumetprlee Mdu((:Pl)is Chair p and
IN LIGHT of increased external  from US-China trade tensions. ties. Sectors such as retail and to be neglig for Visit Malaysia 2026 (VM 2026).
risks and uncertainties, we down- Additionally, our analysis consumer goods, construction,  0.1%-0.2% yea We believe the fiscal deficit
grade Malaysia's 2025 GDP growth  suggests that a 60% US tariff on  healtheare, education and utilities  full target of 3.8% of GDP is attain-
forecast to 4.2%, from our earlier  Chinese goods oould mult ina  are largely driven by local demand able for 2025. Expansion of the
projection of 4.5%. The bal of  7.8%declinein P and are less dependent on the SST scope, the introduction of
risks now tilts towards growth of g toa 0. 71“ d global economic environment. new revenue drivers, and subsidy
3.8%-4%, should tariff and trade  in GDP (appmuimmly 0.3%-0.4%  These industries primarily serve reforms will help narrow Malay-
tensions escalate further. on a half-year basis). the domestic market, makingthem sia's fiscal deficit in 2025, Tax reve-
Mm:lal ﬂmwﬂi in mqjur Despite a cautious view on less 1 ble to i nue will remain the main source of
gering external develop ts, the disruptions. Fori the retail g il , bol 1 by
ties over tariff tensi d i to secmﬁuzpefmdwcununuebme- ! 't ined i s the
larly following the ﬂ-piry of the  demonstrate resilience, driven by fitting from an expanding labour Our b ri hased roll-out of the e-imolcc,
tariff pause period — pose grl.li- robust consumer spending md market, rising household incomes  the Overnight Policy Rate (OPR) and the full-year implementation
icant d ide risks to Mal s steady i This and adj to the minimum  will remain at 2.75% for the remain-  of the higher service tax rate. The
trade and growth outlook, reinfore- shuulllhdpcushwnmayﬂnﬁum mmmmmm derufms. provided GDP growth  expanded SST is projected to gener-
ing our cautious stance. some of the risks posed by height- sector, within the long-term  ate approximately RMS billion in
Our revision takes into account  ened headwinds such as tariffs and setmnItea;mmedI;y«:t:mtil:ml:dm:ﬂ\oh range of 4%-5% and inflationary  additional revenue over the six
the recent US tariff increase on  trade tensions. Strategic ini ity in the non: \ Sp p i ble. For h ing in July, ling
Malaysia announced on July 8,  within the Madani cconomy frame-  trade and residential P ings in Septemt tou!ﬂtinl i Anmuu—
which raises the tariff from 10%  work, including the National Energy Given slower i and N , officials will likely  nuei i
(the baseline rate) to 25%, effec-  ‘Transition Roadmap (NETR)andthe  tumahead and Iil:mu:d nnpu(l‘mm stay data-dependent. We view July's  government l'[nanoes by provid
tive from Aug 1, and is expected to  New Industrial Master Plan 2030,  thed li our 25 basis points cut as preemptive,  ing greater fiscal space to manage
reduce GDP by around 0.1%-0.2%.  are expeeted to stimulate invest- 2025 inflation l’nm:uu.n 2%versus  as robust domestic conditions do  public expenditure and reduce the
The US noted that further negoti-  ment flows over the medium term.  our former projection of 2.2%. not warrant a reduction at this  budget deficit.
ations remain open before Aug 1. Private ion i 1 While d i pulicy ions —  stage, with risks hrgvly concen- (Extracted from RHBE Bank Bhd's
We also factor in weaker-than-ex- such as the sched trated in the report entitled ‘Global Outlook 3Q25:

pected GDP growth for first quarter
of 2025 (1Q25), which came in at
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