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GDP

5.2% expansionin 3Q

BY ESTHER LEE

alaysia's economic growth in 2025

is projected at the upper range of

the official 4% to 4.8% forecast

after coming in at 5.2% in the

third quarter (3Q), Bank Negara
Malaysia Governor Datuk Seri Abdul Rash-
eed Ghaffour said last Friday at the release
of quarterly statistics.

The 5.2% year-on-year {y-0-y) growth in
gross domestic product (GDP) matched ad-
vance estimates announced for the quarter,
and put expansion for the first nine months
of the year at 4.7%.

Abdul Rasheed said the domestic econ-
omy would continue to support growth go-
ing into 2026,

“Consumption continues to be resilient,
supported by wage growth and employment.
Our unemployment rate is at 3%, which is
very low. So that will continue to support
consumption. Second, the government will
continue cash transfers, which will also sup-
port consumption, Investment activities will
be sustained amid progress of infrastructure
projects, realisation of approved investments
and implementation of national master plans,

“For exports, even though the situation
remains uncertain, with the deal that we
have with the US [reciprocal tariff rate] at
19%, that has given more certainty and we
have seen exports growing strong. It is ex-
pected to moderate [going forward], but will
continue to be resilient,”

The central bank governor said engage-
ments with corporates in electrical and
electronics (E&E) operating in the country
reveal that they have steady order books over
the next couple of months, while tourism
is turning into a growth engine.

“We have had strong tourist arrivals and
also spending. In fact,if you look at the data
points, the travel receipts for the first three
quarters of 2025 is the same amount as what
we saw for the full year of 2024.50, with Visit
Malaysia 2026 happening next year, hopefully
we will get more tourists” he said.

Nonetheless, the economy is expected to
expand at a more moderate range of 4% to
4.5% in 2026, according to official forecasts,
reflecting the full impact of tariffs.

The growth in 2026 is subject to both up-
side and downside risks.

“Downside risks include a further slow-
down in trade as a result of higher tariffs,
weaker sentiment from uncertainty affect-
ing spending and investment, as well as
lower-than-expected commodity produc-
tion,” Abdul Rasheed said. “On the other
hand, growth could be higher with more
pro-growth policies in major economies, fa-
vourable outcomes from remaining US trade
negotiations, higher demand for E&E goods,
as well as more robust tourism activiey.”

In 3¢, economic growth was supported by
sustained household spending, steady invest-
ment activities and continued export growth,
driven by the E&E sector, robust tourism
activity and strong recovery in mining-re-
lated exports.

On the demand side, public consump-
tion grew 7,1% y-o-y against 6,4% in 2Q2025.
Growth in 3Q was supported by a bigger ex-
pansion in emoluments as well as supplies
and services spending.

Net exports registered a turnaround, stag-
ing a y-o-y growth of 17.7% compared to the
72.6% contraction in the previous quarter,
backed by continued export growth and
lower import growth.
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Private consumption expanded 5% y-0-y
in 3(} against 5.3% in 2Q; private investment
maoderated from the previous quarter as well,
from 11.8% y-0-y growth in 2Q t0 7.3% in 3Q,
Public investment expanded 7.4% y-o-y in
3Q but was markedly lower than the 13.6%
growth in 20,

On the supply side, expansion was reg-
istered across all five sectors, with a growth
turnaround in mining (9.7% in 3Q from -5.2%
in 20).The construction sector held on to its
double-digit growth in 3Q of 12.8%, slightly
lower than 2Q's 12.1% growth.

The manufacturing sector expanded 4.1%
y-0-y in 3Q while services grew 5% over the
same period. Agriculture expanded slightly
by 0.4% y-0-y during the 3Q.

UGB Global Economics and Market Re-
search team says in its report last Friday that
it is maintaining its full-year GDP growth
forecast of 4.6% for now, despite the strong-
er average growth of 4.7% for the first three
quarters.

Its outlook reflects persistent external un-
certainties, including sector-specific tariffs
under the Trump administration and elevat-
ed valuations in global Ainancial markets,

The research house also says the upside
risk to its full-year growth forecast towards
the upperend of the official target at 4.8% may
materialise from a stronger-than-expected
boost driven by the RM100 cash assistance
progranmume announced in July,a more grad-
ual RONSS petrol subsidy rationalisation im-
plemented at the end of September,as well as
the improving market sentiment following
the signing of the Agreement on Reciprocal
Trade with the US in October and the one-year
trade truce between the Us and China.“Given
the strong GDP performance, improved tar-
iff clarity and moderate inflation pressures,
we expect the overnight policy rate (OPR) to
remain at 2.75% in 2026,"

Current account surplus

rebounded in 302025

The current account of the balance of pay-
ment recorded a surplus of RM12.2 billion,
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The ringgit appreclated by 5.3% on an NEER basis and by 8.2% agalnst the US dollar.

' e US Dollar nckex {OXY) measures the value of the US dollar against a basket of major forsign currencles:
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agalnst abasket of currencies of Malaysia's major trading partners.
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growth to hit upper end of forecast following

equivalent to 2.4% of GDP in 3Q, compared
with RM300 million reported in 2Qz025.

The increase was attributed to the high-
er goods account surplus,as manufacturing
and mining-related exports improved, amid
lower capital and intermediate imports.

Notably, the services account turned into
a surplus for the first time since 3Q2011,0n
higher travel receipts and construction-re-
lated services.

Meanwhile, foreign direct investment
(FDI) recorded an inflow of RM&.5 billion
in 3Q compared with RM1.6 billien in 2¢,
mainly due to larger equity injections. The
FDIs were channelled mainly into the ser-
vices sector, predominantly into informa-
tion and communication technology (ICT)
and financial services subsectors. The FDIg
were primarily from Singapore,China and
Japan.

Tailwinds to continue

supporting ringgit

The ringgit appreciated 0.8% on a nominal
effective exchange rate (NEER) basis against
the currencies of Malaysia's major trading
partners, Abdul Rasheed said, adding that
it has also remained stable against the US
dollarin 3Q,

On a year-to-date basis, as at Nov 12, the
ringgit had appreciated 5.3% on a NEER ba-
sis and 8.2% against the US dollar.

“The ringgit’s movement was driven by
both external and domestic factors. Exter-
nally, the US Federal Reserve’s monetary
policy easing in September, coupled with
expectations of further rate cuts amid grow-
ing concerns over the US economy’s outlook,
helped support the ringgit. Additionally, a
reduction in tariff-related uncertainties,
although they remain elevated, provided
further support to the ringgit during the
quarter,” the governor said,

Domestically, the country’s strong fun-
damentals, coupled with the government’s
commitment to structural reforms and fis-
cal sustainability further helped to support
the ringgit,and Abdul Rasheed asserted that
these factors would continue to provide me-
dinm-term support to the ringgit.

When asked if the appreciating ringgit
against other currencies would be disadvan-
tageous for an export-oriented economy like
Malaysia's, the governor said: “We have nev-
er used ringgit to gain export advantages.”

He pointed out that notwithstanding the
strong ringgit in 3Q this year, the country
still registered higher gross export growth
of about 6,7%, compared with the average of
5.3% between 2011 and 2019.

The governor emphasised that the cen-
tral bank’s function is to ensure the orderly
functioning of the domestic foreign exchange
market and that there is no excessive vol-
atility in terms of the movement and rate,

“We don't set a limit, nor do we set a
standard [for the ringgit]. We are there to
make sure that there is order.”

He pointed out that the Qualified Resi-
dent Investor (QRI) programme, which was
rolled out in July 2025, had yielded encour-
aging results.As at 3Q2025, more than US$2
billion of inflows have been recorded under
the programme.

The QRI prograrnme provides foreign
exchange policy flexibility to encourage
resident corporates to repatriate foreign
currericy investment income and to convert
them into ringgit.

At the time of writing, the ringgit was
trading at 4.13 against the greenback. R



