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Summary

e Malaysia’s economy experienced a difficult 2021, with a -4.5% year-on-year GDP contraction in Q3. But buoyed by
strong exports and government spending, the economy is projected to bounce back strongly to 4-7% growth in
2022.

e  While risks such as COVID-19 variants, government fiscal constraints and international headwinds remain, for New
Zealand exporters looking to expand and diversify offshore, Malaysia continues to be a market worth considering.

Report

Malaysia’s economy: crunching the latest numbers

e The Department of Statistics Malaysia announced a -0.5% year-on-year GDP contraction in Q1 2021 driven by the
hard lockdown in January through March, followed by 16.1% growth in Q2, and a -4.5% slump in Q3. Economic
commentators are projecting a return to growth in Q4 2021, resulting in around 2% to 4% year-on-year GDP
growth in 2021, and 4% to 7% growth in 2022.

A quarter three slump...
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... Followed by a quarter four jump?

e The World Bank and Economist Intelligence Unit have projected a return to growth in Q4 2021, resulting in around
2% to 4% year-on-year GDP growth overall for 2021 (off a low base of -5.8% in 2020). This prediction is based on
the easing of lockdown restrictions in September, the acceleration of an already largely successful vaccination
programme, an expected post-lockdown rebound in private consumption and investment, recovery across all
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Is Malaysia gradually emerging from the worst of the pandemic?

Economic commentators are projecting that Malaysia’s GDP growth will increase around 5% to 7% in 2022. (The
average annual growth rate for the ten years pre-pandemic was 4.5%). Of course, there are several headwinds
that may prevent Malaysia achieving growth at this level: new COVID-19 outbreaks, a faster than expected
slowdown in global and regional growth, unanchored inflation expectations and faster than anticipated tightening
of global financial conditions.

Goldman Sach’s 2021 GDP forecast for Malaysia of 2.8% growth positions it as the second-slowest in the ASEAN-5
after Thailand’s 0.9%. However, its 2022 GDP forecast for Malaysia of a 6.6% expansion would make it the second-
fastest in the ASEAN-5 after the Philippines (7.3%).

That forecast for GDP growth in 2022 however is being questioned by other economic commentators as
unrealistic, and one of the highest projections in the world. Most economic forecasts for developing country
growth in 2022 put the number at an average of 4.5%.

Malaysia trade: a pulse check

Malaysia is New Zealand’s 11th largest trading partner, and third largest within ASEAN, with a total trade value of
$2.74 billion. It remains a key destination for New Zealand exports, particularly primary produce. Our exports to
Malaysia overall were down (-13.5%), for the last 12 months ending September 2021. While significant, this figure
was largely consistent with New Zealand’s exports to ASEAN, which were down by 13.1% for the last 12 months
ending September 2021. The decline may be attributed to a reduction in demand because of COVID-19 restrictions,
supply chain and red tape constraints, and a re-direction of supply to other markets. Notwithstanding this dip, the
New Zealand companies operating in Malaysia that we have spoken to remain mostly positive about their sales
and operations.

Malaysia: an export market worth considering

For New Zealand exporters looking to expand and diversify offshore, Malaysia continues to be a market worth
considering. The significant network of free trade agreements (AANZFTA, MNZFTA, RCEP and CPTPP) we share with
Malaysia, skilled English-speaking workforce, and ranking of 12th in the world for ease of doing business makes it
an attractive export destination. Malaysia is also a cost-effective strategic gateway into the ASEAN market. ASEAN
with its significant and youthful population (over 661.5 million), growing affluent middle class and general
dynamism is likely to only attract more attention in the coming years.

Where to go to find out more

Exporters can sign up to myNZTE for Malaysia market information on a number of topics.

If you have specific questions or want to learn more about the Malaysian market, the New Zealand team in Kuala
Lumpur (both Ministry of Foreign Affairs and Trade and New Zealand Trade and Enterprise) are happy to engage
with exporters and investors by zoom, email, phone or in-person to talk further about the opportunities present in
the Malaysian market.


https://my.nzte.govt.nz/

More reports

View full list of market reports from MFAT at www.mfat.govt.nz/market-reports

If you would like to request a topic for reporting please email exports@mfat.net

To get email alerts when new reports are published, go to our subscription page.

To contact the Export Helpdesk

Email exports@mfat.net
Call 0800 824 605

Visit Tradebarriers.govt.nz

Disclaimer

This information released in this report aligns with the provisions of the Official Information Act 1982. The
opinions and analysis expressed in this report are the author's own and do not necessarily reflect the
views or official policy position of the New Zealand Government. The Ministry of Foreign Affairs and Trade
and the New Zealand Government take no responsibility for the accuracy of this report.
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