
MALAYSIA
Table 1 2022
Population, million 32.7

GDP, current US$ billion 406.3

GDP per capita, current US$ 12443.5

International poverty rate ($2.15)a 0.0

Lower middle-income poverty rate ($3.65)a 0.2

Upper middle-income poverty rate ($6.85)a 3.4

Gini indexa 41.2

School enrollment, primary (% gross)b 103.9

Life expectancy at birth, yearsb 75.9

Total GHG emissions (mtCO2e) 424.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ Most recent WDI value (2020).

Growth is expected to slow to 4.3 percent

in 2023 amid a substantial slowdown in

external demand. Deeper slowdown in

major economies, uncertainty surround-

ing inflation, and relatively high debt lev-

els pose downside risks to growth. Nar-

row fiscal space remains a key challenge

for the economy in the near term. As re-

covery among vulnerable households may

be slower, this reinforces the need to

strengthen social safety nets.

Key conditions and
challenges

Economic recovery was in full momentum
in 2022, with the economy expanding by
8.7 percent (2021: 3.1 percent). Aside from
the reopening of the economy, Malaysia’s
strong performance in 2022 was in part
due to several support measures, includ-
ing the withdrawals from the Employees
Provident Fund (EPF), which contributed
to higher private consumption in Malaysia
than in other countries at the expense of
long-term pension savings.
However, several key challenges remain.
This includes the further narrowing of the
fiscal space, as rigid expenditures in
salaries, pensions, and interest payments
continue to increase. Concurrently, rev-
enue remains on a declining trend. The
government re-tabled a revised budget in
February 2023 after a new administration
took office following the general elections.
In the budget speech, the new government
has indicated that it expects the fiscal
deficit to decline to 5.0 percent of GDP
from 5.6 percent in 2022. The government
also indicated that it plans to table the Fis-
cal Responsibility Act this year.
While overall inflationary pressures re-
mained contained at 3.3 percent in 2022
(2021: 2.5 percent), higher food and en-
ergy prices have contributed to the ris-
ing concern over higher cost of living
and food insecurity, particularly in vul-
nerable households. FAO estimates
showed that the incidence of severe

food insecurity has been increasing in
Malaysia since 2016. Between 2019 -
2021, the prevalence of moderate or se-
vere food insecurity was 15.4 percent,
equivalent to 5 million people. Findings
from the 3rd round of the World Bank’s
High-Frequency Phone Survey indicated
that the trend of food security among
the poor reversed and worsened in May
2022. Despite various price controls and
subsidies provided, one in five of the
poorest households (earning RM 2,000
and below, monthly) reported running
out of food in the past 30 days.

Recent developments

Domestic demand remained the key dri-
ver of growth, underpinned by the ongo-
ing recovery in labor market conditions
and continued policy support. In Q4 2022,
private consumption expanded by 7.4
percent (Q3 2022: 15.1 percent), while
gross fixed capital formation (GFCF)
grew at 8.8 percent (Q3 2022: 13.1 per-
cent), supported by capital spending in
both the private and public sectors. On
the supply side, all economic sectors grew
in Q4 2022, led by the construction and
services sectors which expanded by 10.1
percent and 8.9 percent respectively (Q3
2022: 15.3 percent; 16.7 percent).
However, there are initial signs of moder-
ation in external demand, with growth in
exports moderating to 11.8 percent in Q4
2022 (Q3 2022: 38.3 percent). Gross import
growth also decelerated to 18.7 percent
(Q3 2022: 46.5 percent), partly reflecting

FIGURE 1 Malaysia / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Malaysia / Actual and projected poverty rates and
real private consumption per capita
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a slower pace of inventory build-up. The
expansion in the manufacturing sector al-
so moderated in Q4 2022 by 3.9 percent
(Q3 2022: 13.2 percent) following slower
global semiconductor sales.
After rising steadily in the Q2 and Q3 of
2022 on higher food and utility prices, con-
sumer price inflation in Malaysia moder-
ated to 3.7 percent in January 2023 while
core inflation was estimated at 3.9 percent.
On the labor market front, conditions con-
tinued to improve in Q4 2022 with the un-
employment rate declining further to 3.6
percent. Private sector wages moderated in
Q4 2022, growing by 5.6 percent.
After four successive rate increases (100
bps) in 2022, the central bank kept the
overnight policy rate (OPR) unchanged
at 2.75 percent in January 2023. The cen-
tral bank stated that the decision would
allow it to assess the cumulative impact
of previous OPR adjustments, consider-
ing the lag effects of monetary policy on
the economy. Following improvements
in global investor sentiment, domestic

financial conditions continued to ease,
partly contributing to the increase in the
real effective exchange rate (REER).

Outlook

The economy is projected to grow at a
more moderate pace of 4.3 percent in
2023 supported by domestic demand
amid an expected slowdown in external
demand. Private consumption growth is
forecast to remain robust, albeit at a slow-
er rate at 6.3 percent in 2023 (2022: 11.3
percent). This is supported by improve-
ments in labor market conditions, as well
as ongoing income support measures
from the government. Investment is pro-
jected to increase by 4.4 percent in 2023
(2022: 6.8 percent), reflecting the continued
flows of capital investments in the private
and public sectors. Meanwhile, inflation is
projected to moderate to between 2.5 and
3.0 percent in 2023 (2022: 3.3 percent) as

global supply constraints ease, and com-
modity prices stabilize.
As a highly open economy, Malaysia will
continue to face substantial risks emanat-
ing from the external environment. This
includes tighter global financial condi-
tions, deeper slowdown in major
economies, and a prolonged Russia's in-
vasion of Ukraine, which could cause a
sharper-than-expected slowdown in glob-
al growth. On the domestic front, the main
sources of downside risk relate to the un-
certainty surrounding inflation and rela-
tively high debt levels, which could weigh
more heavily on domestic demand.
Going forward, poor and vulnerable
households who are most affected by the
pandemic may take longer to recover, re-
inforcing the need for effective and target-
ed social protection programs. The govern-
ment’s plan to update its poverty line in-
come and multidimensional poverty index
is therefore both timely and important to
ensure the measures are commensurate
with Malaysia’s current living standards.

TABLE 2 Malaysia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -5.5 3.1 8.7 4.3 4.2 4.2

Private Consumption -4.2 1.9 11.3 6.3 6.0 5.9
Government Consumption 5.0 5.3 3.9 0.8 0.8 0.5
Gross Fixed Capital Investment -14.4 -0.9 6.8 4.4 3.1 2.6
Exports, Goods and Services -8.6 15.4 12.8 3.2 3.3 3.4
Imports, Goods and Services -7.9 17.7 14.2 3.5 3.8 3.8

Real GDP growth, at constant factor prices -5.5 3.1 8.7 4.4 4.2 4.2
Agriculture -2.4 -0.2 0.1 1.6 1.9 2.0
Industry -6.1 5.6 6.6 4.2 3.6 3.6
Services -5.6 1.9 11.3 4.9 5.0 4.8

Inflation (Consumer Price Index) -1.1 2.5 3.3 2.9 2.5 2.5

Current Account Balance (% of GDP) 4.2 3.8 2.6 2.6 2.5 2.5
Net Foreign Direct Investment Inflow (% of GDP) 0.2 1.8 0.9 1.7 1.6 1.5

Fiscal Balance (% of GDP) -6.2 -6.4 -5.6 -5.0 -4.1 -3.4
Revenues (% of GDP) 15.9 15.1 16.5 15.2 15.0 14.6
Debt (% of GDP) 62.0 63.4 60.4 62.0 63.2 63.8
Primary Balance (% of GDP) -3.7 -3.9 -3.3 -2.6 -1.6 -0.9

International poverty rate ($2.15 in 2017 PPP)a,b 0.0 0.0 0.0 0.0 0.0 0.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 0.2 0.2 0.1 0.1 0.1 0.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 3.3 3.3 2.5 2.5 2.3 2.1

GHG emissions growth (mtCO2e) -1.8 3.7 5.4 4.8 3.0 2.8
Energy related GHG emissions (% of total) 59.7 60.9 62.4 63.7 64.4 65.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on EAPPOV harmonization, using 2014-HIS and 2019-HIESBA. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using annualized elasticity (2013-2018) with pass-through = 0.7 based on private consumption per capita in constant LCU.
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