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2025 growth outlook holds steady as tariff risks

loom

The Malaysian Reserve, Malaysia

2025

as tariff risks loom

The economy is expected
to maintain a steady growth
path in 2025, with GDP
forecast at 4.2% and upside
potential to 4.4%

MALAYSIN'S coonomy s set to weather
the challenges of evolving US tanifl poli-
cies with a steady growth trajectory next
year, supported by improved policy clarity,
easlng US-China trade tensions and targetted
domestic stimulus.

I its latest “Global Economies & Market
Strategy” report, RHB Investment Bank Bhd

il 2025
GO growth forecast for Malaysia at 4.2%,
with upside potential to4.4%,

“We maintaln our 2025 GDP growth fore-
cast for Malaysia at 4.2%, with upside poten-
tial to 4.4%. Key catalysts include clearer
guidance on US tarifl rates, easing US-
China trade tenslons and domestic stimulus
measures,” the bank said.

It noted that the 199 US tarniff rate places
Malaysia on par with Indonesia, Thailand
and the Philippines, while slightly outper-

forming Vietnam's 200%, a p i that
d ive uds in
like electrical and

clectronics | ERE]"

growth outlook holds steady
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RHI 1 said a reduction in recip-
rocal US tariffs on Malaysia to 19% from
254 "would be sentiment-positive”, whi!e
US President Donald Trump's of
the deadline for higher tariffs on China o
Nov 10 offers *near-term relief from escala-
thon risks™

During this 90-day truce, US tariffs on
China remain st 30% and China's at 10%,

On the domestic front, the government's
RM2 billion Merdeka cash handouts are
expected to* provide s modest |ift to consump-
tion, adding an estimated 0.2 perecntage
peints (ppt) to 2025 GO based on a margtnal
propensity to consume of 0.5ppt and sales
and service tax rates of 3% to 10%.

Quantifying the GDP 1

the hilateral trade fmbal Uneven Sectoral Impact prompting shifts in sourcing and produc
These commitments include US8150  The report stressed that notall sectorswillbe tion pattems.

billion over the nest five yeurs for equipment  equatly affected by tarifl policies. While mrhehnngmmnymmu-llyp'w

prureh from US mul ionals in the fih a greater relian 5 d ent new opj they could initally
| and data centre  from the US and Chinas, and those that are  weigh on Malaysia's exports as supply chains

sectors, USST0 billion in cross-border invest- — mote alp«r(-nrlnlled xnrh ax EAF, md: reorganise and trade Mows stabilise.

ments into the US over the same period, and and d 1o

2 US$19 billion Roefng Co aireraft purchase  bear the brunt of both Ulrect US arifs on Longer-term Resilience Slnlcgy

by Malaysin Aviation Group (MAG) for flect Intho

renewal, invol the inition of 10

Malaysia and spillover cffects from broader

aircraft in the first phmnnd an additional
a0 in the second.

On non-tarlll measures, Malaysia has
amed o chse cwrum barriers such as
halal

While improved policy clarity is aiding senti-
ment, RHE Rescarch’s updated quantitative

and facility

mghmﬂnnmm!urmim imparts.
lfnwrwt, it “rejected l.l'S requests to abol-
i

In contrast, industries driven mainly by
domestic demand, such as retail trade and
constructhon, are kely (o remnin relatively
insulated

exporn outhook mnai-n aubjmlnlhe lnlj:o-

tory of future tariff p

impact of global mppr,- chain dl-mpliun;.
“The global trend roward protectionism

adds further downside risks, as measures

taken by the US could triggee sim

e y thed
o the ERE sector, which for m-lllr
40% of total exports.

Demand for these products is shaped
by global econamic conditions, with China
taking 26.7% of Malaysia’s EAE exports
and the US accounting for another 16.3%,

HHB Research said US tarifls on Malay-
stan EAE products could mise costs for Us
In.m-l» potentially dunprnh; demand for

inother
eating trade conditions.

Nonetheless, Malaysia's neutral forcign
policy stance and diversified trade partner:
ships provide some resilience, supported by
regional integration and the capacity 1o adapt
toshifting external conditions,

In the longer term, Malayuin v set o
adapt and recalibrate jts irade strategy to

assessment indicates that the latest US tariff and ind EAE goods  enhance ceonomic resllience amid prevail-
structure could have *n potential impact on nnd did nnlaxmtplihmnlist I'm'i;l! equity l'mm Malaysia, ing global un:rmlnliu including US tariff
Maluysia's GDP of up 1o 0.43ppt™ comp sectars”,  Mashinety exports, which include indus-  polick
to ity carlier GIF projection of 4.5%. £ 3 o : hy Thin straregy includes the cxpunsion
Thix 7 the combined Tariff Risks ith significant markets  and d of export markets, with
effects of the direct tariff impact from the  The report pointed out that US-centric  in hu|!|CI|Innmd the US. h g trade relat
U8, spillovers from US tariffs on China, clor-specific could have With hi within A‘ﬂu\h and mrrs{n; ceonomics
slower demand growth in both implicati for Malaysia's export-driven Muhtpd.m pmdummlﬁﬁuhd;hnm ueross the Middle East, Africa and South
and sofiee global electrical and e s i i America,
demund us proxied by globul Malaysia's semiconductors and integrated — The report also Nagged that weaker  Central ol his the negotiati
tor sales. circuity [IC) exports to the US, valued ot demand from Ching, particularly in manufac-  and consolidation of free-trade agreements

RHB Research said the total export
mnlmﬂ.lnn under the latest tarifl seenario
i d it 5,3.3%, with imp decl
I:y! 0f%, resulting in “an estimated net real
GOP reduction of around 0 A3ppt under the

latest taniff scenario”,

The analysis shows a strong link between
cxports and imports, with o 1% drop in
Maliysla's goods exports leading to 3 0.99%

US$12.35 billion in 2024 or approximately 3%
of GIIR, face uncertainty from the proposed
100% tariff.

Trump has announced plans to Impose
such a tariff on foreign-made semicondue-
tors, with esemptions expected for compa-
nies that have investments in the US.

RHEB Research ~The structural
strengths in mluyx 3 u? Sector suggest
that

decrease in goods imports, ing that
ithe GOE effect iy ultimately determined by
changes in net goods cxports,
Commitments Under the
US-Malaysia Trade

The report also detalled the commitments
under the US-Malaysia trade deal,
agreed (o reduce tariffs on
A% of US products, covering 11,260 of the
11444 tarifl Tines across both industrial and
agrieuttuiral grods.
The country has to over

1t noted that 65% of Malmysia's sembeon-
ductor exparis 1o the US come from A !

turing and infrastructure investment, eould
directly curb Mal L3 hinery cxport

|FT-I\~]. lncludmg the Comprehensive and
for Trans-Pacitic Pare:

valumes.

Crude materinls such as plastics, gas,
metals and chemicals, though forming
a smaller share of total exports, remaln
exposed to demand shifts from bath the US
and China.

US-China Trade Spillovers
Aside [ﬂlml.l'llll\‘ﬂ impaet of US tariffs on

companics based locally.

“This strong integration into US supply
chainy — anchored by major players such
as Intel Corp and Texas Instrumenis Ine —

“ullnlur o US manufacturing ohjectives,” it
ndded.
The ltpmi mnhm ohserved that these

i in US-China trade
relations remain o keey watchpoint.
The reportsaid the impact of US tariffs

m:nlnp [CFTPP) and the Reglonal Compre:
hensive Econamie Partnership, slongside
decpening economic partnenships with key
International trade partners.

The report said that despite external
uncertainties, these ongaing ¢fforts serve as
strategic measures to reduce reliance on any

inwle mark A enh ith.

reglonal economies,

1t added ihar Malaysia's neutral stance on
trade and geopolitical matters helps itavold
dircet repereussions from conflicts between

on China could affect Malayvsia's exports
through a slowdown in t.llial'\ EEONONTY,

which may reduce the h
Chinese connumess and businesses, as well

mjor i the country to
benefit from nlwnili:d trade relathensh ips,
power of In ] reiterated,

“Malaysia's 2025 (..IJ[" gmmh projection is

as through highe ts in China
that could weaken demand for Malaysian

US£240 billion {RM 1,02 trillion) in purchases
and investments with the US to help address

The-USls the majc

consent of the copyright owner.

Semmicondictors, dioded. transistors and
similar semiconductor deviced expaorns

2%, with upside potential o
4.4, supported by more clarity on US tarifls
policies, easing US-China trade tensions and
domestic stimulus measures™.

Il udded that near-term risks from US

ich already & mani- goods used in Chinese expart
s inig I I the US, 'an likely o manufacturing.
SECUTE £ further the i ry il s glabal
potential impact of the proposed tariffs", walue chalng adjust in resp o tariis,

Imtegrated cirtusts sxports and
Ll ies

Chinn Vustnam
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di tarifl proposals are cush-
lrenest by Malaysia’ \&m integration Into Us
supply chains and the lilelihood of exemp:
thons for major US-hased manufacturers
operating locally

Quantitutive estimates suggest the latest
US tariff structure could trim GDP by up to
D.43ppt, driven by dircct tanff effects, spill-
overs from US-China trde, softer demand
in both economies, and weaker global semi-
conductor aals,

However, RHB Research concluded that
ctural fundamentals in the
estie fiseal
measures whould cushion the overall
Impaet, leaving Malaysis well-positivned 1o
navigate external headwinds while sustain-
I modernte growth momentam in 2025.7
— TMR
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