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With great pleasure that the Department of Statistics Malaysia presents Malaysian Economic Statistics Review
(MESR) Ninth Edition 2025. This publication continues to serve a key platform and essential reference source
by providing accurate and relevent statistics, alongside in-depth analyses that strengthen the understanding of
current Malaysia’s economic development. This edition concentrates on the principal statistical highlights for
July and August 2025, providing insights into prevailing economic dynamics and potential future trajectories.

In this edition, an article entitled “Identifying Labour Market Gaps in Malaysia: Findings from an Experimental
Measurement of Labour Underutilisation Inefficiency” is also featured. The study addresses issues related
to unemployment, underemployment, and labour force participation constraints. The analysis is expected to
provide critical insights into the dynamics of the labour market and, at the same time, assist policymakers in
formulating more targeted interventions to improve labour efficiency and support sustainable economic growth.

From a regional perspective, the Asian Development Outlook (ADO) July 2025 released by the Asian
Development Bank (ADB) projects that developing Asia’s economy will expand at a moderate pace of
4.7 per cent in 2025, before easing slightly to 4.6 per cent in 2026. The forecast is shaped by subdued global
trade, higher United States tariffs, weak domestic demand, and prolonged uncertainty in China’s property sector.
Southeast Asia is expected to record the largest downward revision, with growth of 4.2 per cent, while South
Asia remains resilient, driven primarily by India. In contrast, Central Asia and the Caucasus are supported by oil
production in Kazakhstan, whereas growth in the Pacific region is anticipated to moderate due to a slowdown
in tourism. Overall, the economic outlook for developing Asia remains challenging, weighed down by downside
risks from global tariffs, geopolitical uncertainties, and continued weakness in the property sector.

Amid these global challenges, the Malaysian economy recorded growth of 4.4 per cent in the first half of 2025,
compared to 5.0 per cent in the corresponding period of the previous year. This performance was supported by
sustained domestic spending and investment. For the full year 2025, the economy is projected to expand within
the range of 4.0 to 4.8 per cent. Looking ahead, growth momentum in 2026 is expected to remain anchored
by resilient domestic demand, underpinned by steady private consumption, ongoing investment activities, and
supportive policy measures, which together are likely to mitigate external headwinds and reinforce Malaysia’s
medium-term growth trajectory.

In terms of sectoral performance, the Industrial Production Index (IPl) expanded by 4.2 per cent in July 2025,
driven by strong growth of 4.4 per cent in the Manufacturing sector and a recovery of 4.3 per cent in the Mining
sector, while the Electricity sector remained positive at 1.6 per cent. At the same time, the Wholesale and Retail
Trade sector recorded sales of RM156.4 billion, an annual increase of 5.0 per cent. This was supported by
robust growth in the Wholesale Trade and Retail Trade subsectors, which rose by 5.4 per cent and 5.6 per cent,
respectively, while the Motor Vehicles subsector registered a more moderate expansion of 1.6 per cent.

Meanwhile, Malaysia’s trade performance in August 2025 recorded a total trade value of RM247.1 billion,
contracting by 1.9 per cent compared to the previous year due to a decline in imports. Exports, however,
rose by 1.9 per cent to RM131.6 billion, resulting in a surge of more than 150 per cent in the trade surplus to
RM16.1 billion. The increase in exports was mainly supported by higher shipments to Taiwan and stronger
exports of electrical and electronic products. Cumulatively, for the period of January to August 2025, total trade
reached RM2.0 trillion, registering growth of 3.8 per cent, underpinned by both exports (+3.9%) and imports
(+3.6%), while the trade surplus expanded by 7.4 per cent to RM86.1 billion.

Malaysia’s inflation rate in August 2025 registered a moderate increase of 1.3 per cent, driven primarily by higher
prices in the Insurance & Financial Services, Food & Beverages, as well as Restaurants and Accommodation
Services groups. At the same time, prices of several household staples, such as vegetables and meat, recorded
declines, while electricity and fuel costs fell following the implementation of tariff rebates. Overall, the country’s
inflation rate remained contained, with price pressures largely concentrated in services and discretionary
spending outside the home.

The labour market continued to demonstrate resilience, with the labour force rising to 17.47 million persons
in July 2025 while the participation rate remained steady at 70.8 per cent. The unemployment rate was stable
at 3.0 per cent, equivalent to 521.6 thousand persons, underscoring the stability of Malaysia’s labour market
despite prevailing external challenges.
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Meanwhile, the Leading Index (LI), an early indicator of economic direction, recorded a moderation of
0.5 per cent year-on-year, reflecting weaknesses in real imports of precious and non-ferrous base metals
as well as the performance of the domestic equity market. On a month-on-month basis, however, the index
rebounded by 0.5 per cent, supported by higher semiconductor imports. Although it remained below the
100.0 points threshold that signalling long-term structural challenges, the Malaysian economy is expected to
remain on a moderate growth trajectory, underpinned by stable domestic demand.

Overall, supported by robust domestic growth, Malaysia’s economy is in a stronger position to withstand global
uncertainties. Consumption, investment, and domestic demand are expected to remain the primary drivers of
growth momentum, thereby reinforcing the nation’s resilience against risks such as geopolitical tensions, trade
disputes, and protectionist policies that could disrupt international trade flows.

ASEAN-Malaysia 2025 Chairmanship: The Department of Statistics Malaysia (DOSM) will chair the 15" ASEAN
Community Statistical System Committee (ACSS15) which aims to strengthen the statistical cooperation
towards sustainable regional development.

Malaysia, for the first time, ranked as number one (1) globally in the biennial Open Data Inventory (ODIN)
2024/25 report released by Open Data Watch (ODW), surpassing 197 other countries. This achievement marks
a significant leap from its 67" position in the ODIN 2022/23 assessment.

The Government of Malaysia has declared October 20" as National Statistics Day (MyStats Day), with the
theme ‘Statistics is the Essence of Life’. Meanwhile, the Fourth World Statistics Day will be celebrated on
20" October 2025, with the theme ‘Driving Change with Quality Statistics and Data for Everyone’.

OpenDOSM NextGen is a medium that provides data catalogue and visualisations to facilitate users’ analysis
and can be accessed through https://open.dosm.gov.my.

DATO’ SRI DR. MOHD UZIR MAHIDIN
Chief Statistician Malaysia
Department Of Statistics Malaysia

September 2025
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e The International Monetary Fund’s (IMF) July 2025 World Economic Outlook projects global growth at
3.0 per cent in 2025, improving slightly to 3.1 per cent in 2026, reflecting overall resilience. Inflation is
expected to ease to 3.6 per cent by 2026, although the U.S. faces persistent pressures from new tariffs.
However, escalating trade tensions, weaker investment, and geopolitical risks could undermine this outlook,
with tariffs alone cutting global output by 0.2 percentage point in 2026.

* Malaysia’s economy expanded by 4.4 per cent in the first half of 2025 (1H 2024: 5.0%), aligning with
the government’s forecast of 4.0 to 4.8 per cent for the year. Growth was supported by the Services and
Manufacturing sectors, while on the demand side, private consumption and gross fixed capital formation
(GFCF) were the main drivers. Both the first and second quarters of 2025 recorded consistent GDP growth
of 4.4 per cent.

* Looking at agriculture performance, Natural Rubber (NR) production decreased by 5.5 per cent
year-on-year in July 2025 to 35,884 tonnes (July 2024: 37,960 tonnes). On a month-on-month basis, however,
production rose sharply by 36.7 per cent compared to June 2025 (26,249 tonnes). Similarly, the Fresh fruit
bunch production in August 2025 registered a decline of 3.1 per cent year-on-year to 9,524,839 tonnes
(August 2024: 9,833,812 tonnes). In contrast, output showed a modest month-on-month improvement of
2.5 per cent from 9,290,773 tonnes in July 2025.

* Malaysia’s Industrial Production Index (IPI) expanded by 4.2 per cent in July 2025, strengthening from
2.9 per cent in June. Growth was driven by the Manufacturing sector at 4.4 per cent (June: 3.6%) and a
rebound in the Mining sector at 4.3 per cent (June: -0.01%), while the Electricity sector posted a slower
increase of 1.6 per cent (June: 2.3%). However, the IP| contracted by 0.3 per cent on a month-on-month
basis, offsetting the robust 7.5 per cent growth recorded in June.

* Concurrently, the sales value of the Manufacturing sector grew by 3.5 per cent year-on-year in July 2025
(June 2025: 3.3%), to RM162.5 billion. The increase was largely attributed to the Food, Beverages &
Tobacco sub-sector, which expanded by 8.9 per cent (June: 14.7%), together with higher sales in Electrical
& Electronics products (6.9%; June: 4.5%) and Non-metallic mineral products, basic metal & fabricated
metal products (3.8%; June: 3.0%). On a month-on-month basis, sales value edged up by 0.8 per cent from
RM161.2 billion in June 2025.

* In July 2025, the Volume Index of Wholesale & Retail Trade rose by 4.6 per cent year-on-year to
165.4 points, supported by Wholesale trade (+5.9%), Retail trade (+4.4%) and Motor vehicles (+0.9%). The
seasonally adjusted index increased by 2.8 per cent on a monthly basis to 168.6 points.

* In terms of prices, Malaysia’s inflation edged up to 1.2 per cent year-on-year in July 2025 (June 2025:
1.1%). The increase was mainly attributed to higher costs in Insurance & Financial Services (+5.5%),
Restaurants & Accommodation Services (+3.1%), and Transport (+0.4%), although Food & Beverages
recorded a slower rise at 1.9 per cent (June: 2.1%). On a month-on-month basis, headline inflation rose
0.1 per cent, the same rate as in June. Meanwhile, Malaysia’s inflation increased 1.3 per cent in August
2025 with the index standings at 134.9 points.

* Meanwhile, Malaysia’s Producer Price Index (PPI) for Local Production fell 3.8 per cent year-on-year in
July 2025, easing slightly from a 4.2 per cent decline in June. The contraction was led by Mining (-8.7%)
and Manufacturing (-4.0%), though Agriculture, Forestry & Fishing (+1.1%) and Electricity & Gas Supply
(+4.0%) posted increases. On a month-on-month basis, the PPI improved by 0.3 per cent, reversing a
0.7 per cent fall in June. Malaysia’s PPI recorded a 2.8 per cent decline in August 2025.

+ Pertaining to the external trade, Malaysia’s total merchandise trade grew by 6.1 per cent year-on-year
to RM749.2 billion in the second quarter of 2025. Exports rose 3.4 per cent to RM381.8 billion, while
imports surged 9.0 per cent to RM367.4 billion, resulting in a trade surplus of RM14.4 billion, a sharp
decline of 55.3 per cent from the same quarter last year. In July 2025, trade performance strengthened
further, with total trade increasing by 3.8 per cent year-on-year to RM265.9 billion, supported by exports at
RM140.4 billion (+6.8%) and imports at RM125.5 billion (+0.6%). Accordingly, the trade surplus more than
doubled to RM15.0 billion, the highest recorded in 2025. In August 2025, Malaysia’s trade performance
showed instability with a slight decline of 1.9 per cent year-on-year.
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In July 2025, Malaysia’s labour force increased by 2.8 per cent year-on-year to 17.47 million persons
(July 2024: 17.00 million), while the Labour Force Participation Rate (LFPR) remained at 70.8 per cent. The
number of employed persons rose 3.1 per cent to 16.95 million, raising the employment-to-population ratio
to 68.7 per cent. Concurrently, unemployed persons declined by 5.7 per cent to 521.6 thousand persons,
bringing the unemployment rate down to 3.0 per cent. The monthly comparison showed that the labour
force expanded by 0.2 per cent (June 2025: 17.43 million), with employment increasing by 0.2 per cent
(June 2025: 16.92 million).

The Leading Index (LI) moderated in July 2025, recording a decline of 0.5 per cent year-on-year to
114.3 points (July 2024: 114.9). However, on a monthly basis, the LI rebounded by 0.5 per cent after
a contraction in June, supported by stronger semiconductor imports. Although it remained below the
100.0 points long-term trend, Malaysia’s near-term outlook is expected to stay moderate, aided by sectoral
resilience and steady domestic demand.
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World Economy

The International Monetary Fund (IMF), in its July 2025 World Economic Outlook, highlights that the global
economy remains resilient despite ongoing uncertainties. Global growth for 2025 has been revised upward to
3.0 per cent, with a further increase to 3.1 per cent projected for 2026. Global inflation is expected to ease from
4.2 per cent in 2025 to 3.6 per cent in 2026, though the United States faces persistent price pressures due to
new tariffs. Escalating trade tensions, subdued investment and ongoing geopolitical risks could dampen this
positive trajectory, with tariffs alone estimated to reduce global output by 0.2 percentage points in 2026.

The Bureau of Economic Analysis (BEA) reported that the United States economy grew at an annual rate of
3.3 per cent in the second quarter of 2025, according to the second estimate of Gross Domestic Product (GDP).
This is an upward revision from the advance estimate of 3.0 per cent, largely driven by upward revisions to
consumer spending and private investment, though these gains were partially offset by weaker government
spending and changes in imports.

Japan’s economy recorded a stronger performance in the second quarter of 2025 than initially reported.
According to the Cabinet Office’s second preliminary estimates, real GDP expanded at an annualised growth
rate of 2.2 per cent. This marks an upward revision from the advance estimate of 1.0 per cent, highlighting
resilience in domestic demand and consumption. The improvement was mainly driven by private consumption,
which grew by 0.4 per cent compared with the initial estimate of 0.2 per cent. On the other hand, capital
expenditure was revised downward, rising by 0.6 per cent instead of the previously reported 1.3 per cent,
reflecting more cautious corporate investment.

Taiwan’s real GDP grew at an annual rate of 12.8 per cent in the second quarter of 2025. The growth was driven
by the export sector. Exports of goods & services surged, especially in semiconductors, electronic components,
information & communication and audio-video products, boosted by global demand for Al and tech products.
Imports also rose sharply, reflecting strong demand for intermediate inputs and investment goods.

Malaysia’s Economy

Malaysia’s economy grew by 4.4 per cent in the first half of 2025 (1H 2024: 5.0%), in line with the government’s
forecast of 4.0 to 4.8 per cent growth for 2025. The performance was largely driven by the Services and
Manufacturing sectors. Meanwhile, Private final consumption expenditure and Gross fixed capital formation
(GFCF) drove the growth on the demand side. GDP grew by 4.4 per cent in the first and second quarters of
2025 on a quarterly basis, as shown in Table 1.

Table 1: Annual Percentage Change (%) of Malaysia’s GDP by Kind of Economic Activity, 2023 — 2024,
First Half of 2024 — 2025 and Q1 2024 — Q2 2025

0.2 S 1.9 7.6 3.6 -0.7 0.7 21 4.8 1.4

Agriculture

Mining & quarrying 0.5 0.9 4.3 2.7 -2.8 -0.7 -2.7 -5.2 3.6 -3.9
Manufacturing 0.7 4.2 21 4.7 5.6 4.2 4.1 3.7 3.4 3.9
Construction 6.0 17.5 11.9 17.2 20.0 20.7 14.2 12.1 14.5 13.1
Services 5.1 553 4.8 5.9 5.2 55 5.0 5.1 53 5.0

Source: Department of Statistics, Malaysia
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The Services sector in the first half of 2025 rose by 5.0 per cent compared to 5.3 per cent in the same period
of the previous year. The performance was driven by growth in all sub-sectors, particularly Wholesale & retail
trade, followed by Transportation & storage as well as Finance & insurance.

The Manufacturing sector grew by 3.9 per cent compared to 3.4 per cent in the first half of 2024. The expansion
was attributed to Non-metallic mineral products, basic metal & fabricated metal products; Petroleum, chemical,
rubber & plastic products; as well as Electrical, electronic and optical products.

The Construction sector recorded growth of 13.1 per centin the first half of 2025, compared to 14.5 per cent in the
same period of the previous year. This result was supported by Civil engineering and Specialised construction
activities.

The Agriculture sector moderated to 1.4 per cent growth (1H 2024: 4.8%), while the Mining and quarrying sector
slower by 3.9 per cent in the first half of 2025 (1H 2024: 3.6%).

Table 2: Annual Percentage Change (%) of Malaysia’s GDP by Expenditure, 2023 — 2024,
First Half of 2024 — 2025 and Q1 2024 — Q2 2025

Type of Expenditure

Private final consumption 4.6 5.1 4.7 5.7 4.7 5:3) 5.0 5.3 5.2 52
Gross fixed capital formation 54 12.0 9.6 11.5 15.3 11.8 9.7 12.1 10.6 10.9
Government final consumption 34 4.7 7.3 1.8 6.0 4.0 4.3 6.4 4.5 5.3
Export -7.9 8.3 4.2 8.5 11.7 8.7 4.1 2.6 6.4 3.3
Import -6.8 8.2 512 9.0 13.0 5.9 3.1 6.6 71 4.9
Net export -22.2 9.2 -8.3 0.3 -5.3 63.6 19.6 -72.6 -4.6 -22.5

Source: Department of Statistics, Malaysia

Private final consumption expenditure rose by 5.2 per cent in the first half of 2025 (1H 2024: 5.2%), led by
higher consumption of Food and non-alcoholic beverages, followed by Transport and Housing, water, electricity,
gas & other fuels.

Gross fixed capital formation (GFCF), or investment in fixed assets, grew by 10.9 per cent in the first half of
2025 (1H 2024: 10.6%). The growth of GFCF was led by Structure, followed by Machinery & equipment and
Other assets. GFCF by sector also increased in both the Public and Private sectors.

Government final consumption expenditure increased by 5.3 per cent in the first half of 2025, compared to
4.5 per cent in the same period of the previous year. This growth was driven by spending on Supplies and
services.

In addition, Exports and Imports increased by 3.3 per cent (1H 2024: 6.4%) and 4.9 per cent (1H 2024: 7.1%),
respectively. Nevertheless, Net exports fell by 22.5 per cent (1H 2024: -4.6%) as Imports grew faster than
Exports.

In July 2025, the Leading Index (LI) continued to moderate, registering a decline of 0.5 per cent to
114.3 points compared to 114.9 points in the previous year. This performance was influenced by notable
decreases in Real Imports of Precious Metals & Other Non-Ferrous Metals (-16.3%) and the Bursa Malaysia
Industrial Index (-13.4%). Conversely, the monthly performance rebounded to 0.5 per cent in July 2025 after
contracting 0.3 per cent in the preceding month, mainly driven by an increase in Real Imports of Semiconductors
(0.5%). Examining the smoothed long-term trend in July 2025, the LI remained below 100.0 points. Nonetheless,
Malaysia’'s economy is poised for a moderate trajectory ahead. Stronger sectoral performance and steady
internal demand will position the nation to navigate global challenges.

I
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Chart 1: Leading Index (2015=100) and Business Cycle (Grey Shaded Areas), January 1991 to July 2025
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Chart 2: Leading Composite Index (Long Term Trend = 100) and Business Cycle (Grey Shaded Areas),
January 1991 to July 2025
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BOX ARTICLE

Uncovering Hidden Labour Market Gaps in Malaysia: Insights from
Experimental Measure of Labour Underutilisation

Ahmad Thawrique Mohd Taufan; Nur Qistinna Israrr Ahmad; Mirrah Hajira Bajuri

Malaysian Bureau of Labour Statistics (MBLS), Department of Statistics Malaysia (DOSM)

Introduction

The unemployment rate has traditionally been used to assess labour market performance, serving as the
primary indicator of labour underutilisation. However, the International Labour Organization (ILO) has noted
its limitations, as it only reflects individuals actively seeking employment and who are immediately available to
work, while excluding those who may face barriers to enter the labour market or underemployed.

To address these gaps, the 19th International Conference of Labour Statisticians (ICLS) introduced a more
comprehensive framework for assessing labour underutilisation. This framework identifies three key groups,
which include the time-related underemployed, the unemployed and the potential labour force. The potential
labour force include those actively searching for work but not immediately available, as well as those who are
available but not actively searching. Within this group, willing non-job seekers refer to individuals who desire
employment but are unable to work due to caregiving responsibilities or limited access to job opportunities.

The 19th ICLS Resolution | — Resolution Concerning Statistics of Work, Employment, and Labour Underutilisation
called for the inclusion of these groups in official labour market statistics, offering a more comprehensive view of
labour market inefficiencies. This approach provides policymakers with valuable insights into underemployment
and other barriers to full labour market participation.

This article explores the application of these experimental measures of labour underutilisation in Malaysia,
offering a tool for more targeted policy interventions and fostering sustainable economic development.

Potential Labour Force

The Potential Labour Force comprises individuals who do not meet the traditional definition of unemployment
but have an unmet need for employment. This group includes those who are willing and available to work yet
do not meet the strict criteria for being classified as unemployed. It is further divided into two subgroups:

1. Those who are actively seeking work but are not immediately available: These individuals are looking for
employment, but for reasons such as personal circumstances, they are not available to start work within
the short time frame typically required by the unemployment definition.

2. Those who are available to work but are not actively seeking: These individuals are ready and willing to
work but have not recently been searching for a job. They may be discouraged job seekers or face other
barriers, such as caregiving responsibilities, limited job opportunities, or geographical constraints.

The inclusion of the Potential Labour Force offers a more comprehensive view of the labour market beyond
unemployment, capturing a broader segment of individuals not fully participating in the economy. This category
is essential for understanding labour underutilisation and formulating policies to address barriers to employment.

Experimental Measures of Potential Labour Force in Malaysia

Chart 1a: Potential Labour Force, 15 - 64 Years, Malaysia, 2019 — 2023

Potential Labour Force ('000) Annual change (%)
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Source: Authors’ calculation from Labour Force Survey, 2019 — 2023, DOSM
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Chart 1b: Potential Labour Force Chart 1c: Potential Labour Force Chart 1d: Potential Labour Force
by Sex, 15 - 64 Years, Malaysia, by Age, 15 - 64 Years, Malaysia, by Ethnic, 15 - 64 Years, Malaysia,
2023 2023 2023

Potential Labour Force ('000) Potential Labour Force ('000) Potential Labour Force ('000)

79.3 114.6

15-24 25-34 35-44 45-54 55-64 Bumiputera Chinese Indians Others

= Male m Female = Potential Labour Force ('000) = Potential Labour Force ('000)

Source: Authors’ calculation from Labour Force Survey, 2019 — 2023, DOSM

Labour Underutilisation

Labour underutilisation refers to the suboptimal engagement of the labour force in the economy, encompassing
individuals who are not fully employed or unable to secure work that aligns with their skills and needs. It extends
beyond unemployment, which is limited to those actively seeking and available for work. The key components
of labour underutilisation include the time-related underemployed, unemployed and potential labour force.

Exhibit 1a: Framework of Components of Labour Underutilisation

Unemployed Pote.ntial Labotljr Force

« Seeking & available -kl Fel ez

] N — * Available, not seeking
Time Related « Not seeking nor available

Underemployed but wanting to work

Definition:
1. Time-Related Underemployed
Definition: All persons in employment who, during a reference period, wanted to work additional hours,
whose working time in across all jobs was less than a specified hours threshold, and who were available to
work additional hours should they be given an opportunity for more work.
2. Unemployed
Definition: Persons who were not in employment, carried out activities to seek employment during a specified
recent period and were currently available to take up employment given a job opportunity
3. Potential Labour Force
Definition: Persons not in employment who express an interest in this form of work but for whom existing
conditions limit their active job search and/or their availability.
Source: 19" International Conference of Labour Statisticians (ICLS)

The 19th ICLS developed a set of indicators to address these dimensions comprehensively. These measures
offer nuanced insights that extend beyond the traditional unemployment rate, reflecting broader labour market
inefficiencies. The key indicators are LU1, LU2, LU 3 and LU4.

LU1: Unemployment Rate

The most traditional measure, LU1 quantifies the proportion of the labour force that is unemployed.

Formula: _ Unemployment

= X
Lu1 Labour Force 100
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LU2: Combined Rate of Time-Related Underemployment and Unemployment

LU2 expands the scope of LU1 by including individuals employed but working fewer hours than they desire.

Formula:

Time Related Underemployment+ Unemployment
LU2= x 100
Labour Force

LU3: Combined Rate of Unemployment and Potential Labour Force

LU3 broadens the analysis further by incorporating the potential labour force, that is, individuals who are
available to work but not actively seeking employment.

Formula:
LU3 = Unemployment + Potential Labour Force %100
" Labour Force + Potential Labour Force

LU4: Composite Measure of Labour Underutilisation

The most comprehensive indicator, LU4, combines unemployment, time-related underemployment, and the
potential labour force.

Formula: Time Related Underemployment+ Unemployment + Potential Labour Force

LU4= X 100
Labour Force + Potential Labour Force

Labour Underutilisation Situation in Malaysia

The findings derived from Malaysia's labour underutilisation indicators underscore persistent challenges in
maximising workforce potential. While the unemployment rate (LU1) has traditionally served as the primary
benchmark for assessing labour market performance, it does not adequately capture the complexities faced by
workers, such as underemployment, unmet employment needs, and barriers to workforce entry. Expanding the
analytical framework to include LU2, LU3, and LU4 provides a more comprehensive and nuanced perspective
on the inefficiencies within Malaysia's labour market. This approach facilitates the development of targeted
strategies to address these issues effectively. Thus, these findings can be used as preliminary measures of
labour underutilisation in Malaysia (Chart 1e).

Chart 1e: Labour Underutilisation, 15 - 64 Years, Malaysia, 2019 — 2023

Per cent (%)

10.0 9.1
8.2
8.0 7.2
7.5 6.7
6.0 6.3 6.7 5.6
6.4 6.3 5.5
— 53 4.7
4.0 45 /1? 4.'6\\. 4.2
= 3.9
3.3 34
2.0
0.0
2019 2020 2021 2022 2023
—o—LU1 LU2 LU3 LU4

Source: Authors’ calculation from Labour Force Survey, 2019 — 2023, DOSM

Labour Underutilisation of Selected Countries

Labour underutilisation presents a significant challenge for many countries, especially in Southeast Asia, where
the workforce is diverse and marked by varying levels of formal and informal employment. This comparative
review examines Malaysia's labour market performance with a focus on key indicators of labour underutilisation
(LU1, LUZ2, LU3, LU4). The analysis also considers Malaysia’s position relative to regional counterparts such as
Thailand, Vietnam, Indonesia, Singapore, Australia, Japan, and Brunei Darussalam (Table 1a).
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Table 1a: Labour Underutilisation Indicators (LU1 - LU4), 2023

Countries LU1 LU2 LU3 LU4

Malaysia® (15-64 years) 3.4 4.2 4.7 5.6
Thailand? 0.7 1.2 1.0 1.5
Vietnam? 1.6 34 1.8 3.6
Japan? 2.6 6.2 34 6.8
Indonesia? 8.8 8.4 7.7 12.6
Singapore? 34 5.6 5.7 7.8
Australia? 3.7 9.9 12.4 19.8
Brunei Darussalam? 553 8.3 9.7 12.6

Source: ' Authors’ calculation from Labour Force Survey, DOSM; 2 ILOSTATS

The unemployment rate (LU1) stands at 3.4 per cent, indicating a relatively stable labour market. This rate is
comparable to Singapore (3.4%) and Indonesia (3.3%) but higher than Thailand (0.7%) and Vietnam (1.6%).
However, Malaysia outperforms Brunei (5.3%) and Australia (3.7%), suggesting a lower proportion of individuals
actively seeking but unable to secure employment. This stability can be attributed to Malaysia’s diversified
economy, providing a broader range of employment opportunities compared to Brunei’s heavy reliance on the
oil and gas industry (World Bank, 2022). Additionally, government initiatives such as upskilling programs and
job-matching policies have played a crucial role in maintaining a stable unemployment rate. In contrast, Thailand
and Vietnam benefit from lower labour costs and strong demand for labour-intensive industries, contributing to
lower unemployment rates (ILO, 2023).

In terms of time-related underemployment (LU2), Malaysia faces challenges with a rate of 4.2 per cent,
indicating difficulties in optimising work hours for those in part-time or informal employment. While this rate
is lower than Japan (6.2%), Indonesia (8.4%), and Australia (9.9%), it exceeds Thailand (1.2%) and Vietnam
(3.4%). This highlights the need for improved job quality and stable working hours. A significant portion of
Malaysia’s workforce is engaged in informal or gig economy jobs, which often lack stable working hours (ILO,
2023). Additionally, regional disparities contribute to higher time-related underemployment, as rural areas have
fewer full-time job opportunities compared to urban centres. In contrast, developed economies like Australia
and Japan have higher underemployment rates due to their larger service sectors and more prevalent part-time
work cultures (OECD, 2023).

The potential labour force (LU3) in Malaysiais recorded at4.7 per cent, reflecting barriers to workforce participation
such as caregiving responsibilities and limited employment opportunities in rural areas. This figure is slightly
lower than Singapore (5.7%) but higher than Thailand (1.0%) and Vietnam (1.8%). Compared to Indonesia
(7.7%), Brunei (9.7%), and Australia (12.4%), Malaysia demonstrates a relatively better position in addressing
workforce participation gaps. This can be attributed to efforts on increasing female labour force participation
through policies like flexible work arrangements and childcare support (World Bank, 2022). Additionally, rural
development programmes, such as the East Coast Economic Region (ECER), have created job opportunities
in rural areas, reducing the potential labour force gap. In contrast, Australia’s higher LU3 is driven by its ageing
population and higher rates of early retirement, which are less pronounced in Malaysia (OECD, 2023).

Finally, Malaysia’s composite labour underutilisation rate (LU4) stands at 5.6 per cent, reflecting the combined
impact of unemployment, underemployment, and the potential labour force. Malaysia performs better than
Indonesia (12.6%), Brunei (12.6%), and Australia (19.8%) but lags behind Thailand (1.5%) and Vietnam (3.6%).
This relatively lower underutilisation rate can be attributed to Malaysia’s economic resilience, supported by
a diversified economy and strong export sector, which have helped mitigate the impact of global economic
uncertainties (World Bank, 2022). Labour market policies, such as the National Employment Policy and workforce
training programmes, have also contributed by creating jobs and improving workforce skills. However, Thailand
and Vietnam’s lower LU4 rates are driven by their lower labour costs and high demand for labour-intensive
industries, which remain as areas for Malaysia to address in its pursuit of a for more efficient labour market
(ILO, 2023).

Malaysia’s labour market exhibits moderate success in managing labour underutilisation, particularly in
maintaining a relatively stable unemployment rate. However, challenges persist in addressing underemployment
and workforce participation. Strengthening policies that promote job quality, enhancing access to employment,
and supporting workforce inclusivity will be crucial in improving Malaysia’s overall labour market efficiency.
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Conclusion

Labour underutilisation extends beyond unemployment, encompassing underemployment and barriers to labour
force participation. Addressing these challenges requires a comprehensive approach tailored to a country’s
specific labour market conditions. In Malaysia, leveraging insights from indicators such as LU1, LU2, LUS,
and LU4 is crucial for understanding and maximising workforce potential. Household surveys, particularly the
Labour Force Survey (LFS), play a vital role in generating detailed statistics on unemployment, time-related
underemployment and the potential labour force.

Enhancing the measurement and analysis of labour underutilisation through the LFS will provide critical insights
into Malaysia's labour market dynamics. These findings will support policymakers and stakeholders in formulating
targeted interventions to improve workforce efficiency and inclusivity, ultimately fostering sustainable economic
growth.

Disclaimer

The views expressed are those of the authors and do not necessarily represent the views of the Department
of Statistics, Malaysia (DOSM).
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Fresh fruit bunches production in August 2025 increased by 2.5 per cent to 9,524,839 tonnes as compared to

July 2025 (9,290,773 tonnes) (Chart 3). On a year-on-year comparison showed a decrease of 3.1 per cent as
compared to August 2024 (9,833,812 tonnes).

Chart 3: Production of Fresh Fruit Bunches, January 2024 — August 20255
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Source: Malaysian Palm Oil Board

The average fresh fruit bunches yield by estates in August 2025 increased by 6.5 per cent to 1.63 tonnes/ha
as compared to July 2025 (1.53 tonnes/ha) (Table 3). The average yield in Peninsular Malaysia rose slightly
by 0.5 per cent to 1.90 tonnes/ha (July 2025: 1.89 tonnes/ha) while Sabah/Sarawak recorded an increase of
12.9 per cent to 1.40 tonnes/ha (July 2025: 1.24 tonnes/ha).

Table 3: Average Fresh Fruit Bunches Yield by Region, January 2024 — August 2025 (Tonnes/Ha)

I
I 1 7 o 2 3 3 o 3 ) D e S e R

Malaysia 125 1.09 147 127 143 140 156 165 157 155 142 134 115 1.06 1.20 1.48 148 145 1.53 1.63
;Z’I‘:;S:a'a' 129 116 130 143 166 161 1.81 189 176 1.63 151 1.38 1.16 108 126 164 164 167 1.89 1.90

Sabah/Sarawak ~ 1.22 1.03 1.07 1.4 125 1.23 136 145 142 148 135 130 1.14 105 1.15 135 136 127 124 1.40
Source: Malaysian Palm Oil Board

Production of crude palm oil and palm kernel increased by 2.3 per cent (August 2025:
1,855,008 tonnes, July 2025: 1,812,417 tonnes) and 2.7 per cent (August 2025: 443,077 tonnes, July 2025:
431,615 tonnes), respectively. Crude palm kernel oil and palm kernel cake declined by 4.4 per cent (August
2025: 208,655 tonnes, July 2025: 218,239 tonnes) and 4.6 per cent (August 2025: 227,473 tonnes, July 2025:
238,511 tonnes), respectively.

Chart 4: Production by Major Oil Palm Products, January 2024 — August 2025
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Source: Malaysian Palm Oil Board
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Exports of palm oil decreased by 0.3 per cent (August 2025: 1,324,672 tonnes, July 2025:
1,328,547 tonnes) while exports of palm kernel oil showed an upward trend by registering 22.9 per cent
(August 2025: 110,656 tonnes, July 2025: 90,028 tonnes). However, palm kernel cake plunged 30.8 per cent
(August 2025: 175,874 tonnes, July 2025: 254,239 tonnes).

Chart 5: Exports of Major Palm Oil Products, January 2024 — August 2025
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Source: Malaysian Palm Oil Board

Imports of palm oil decreased by 19.7 per cent to 49,036 tonnes in August 2025 as compared to 61,039 tonnes
recorded in the previous month. Imports of palm kernel oil also decrease of 42.6 per cent to 14,082 tonnes
(July 2025: 24,516 tonnes).

Chart 6: Imports of Oil Palm Products, January 2024 — August 2025
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Source: Malaysian Palm Oil Board

Malaysia’s palm oil inventories surged to 2.20 million tonnes in August 2025, the highest level in 20 months,
driven by seasonal production of 1.86 million tonnes. However, exports remained sluggish at 1.32 million tonnes,
down 14% compared with the same period last year.

According to research by Maybank Investment Bank, this oversupply is expected to keep crude palm oil (CPO)
prices under pressure in the near term, especially if exports do notimprove significantly by the end of September.
Favourable domestic weather conditions, along with strong soybean and corn output in the United States, are
further expanding global vegetable oil supplies, intensifying competition for palm oil. Maybank Investment Bank
maintains its “Neutral” stance on the plantation sector, noting that current prices will help sustain palm oil’s
competitiveness in international markets, while producers should focus on cost management and productivity.

Source: ‘Simpanan minyak sawit Malaysia di paras tertinggi 20 bulan’, BH online 11 September 2025
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Natural Rubber (NR) production increased by 36.7 per cent in July 2025 (35,884 tonnes) as compared to
June 2025 (26,249 tonnes) as shown in Chart 1. Year-on-year comparison showed that the production of NR
decreased by 5.5 per cent (July 2024: 37,960 tonnes).

Chart 7: Production of Natural Rubber, January 2024 — July 2025
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Smallholdings sector was the main contributor to the production of natural rubber in July 2025 which was
86.8 per cent (31,138 tonnes) and the remaining was from the estate sector, 13.2 per cent (4,745 tonnes).
Comparison month-on-month in production for smallholder sector showed an increase of 39.5 per cent and the
estate sector increased 20.9 per cent. Meanwhile, production of smallholdings decreased by 6.3 per cent and

estate sector showed an increase of 0.3 per cent as compared to July 2024.

An analysis of the average monthly price showed that Concentrated Latex recorded an increase of
2.3 per cent (July 2025: 571.30 sen per kg; June 2025: 558.66 sen per kg) while Scrap increased by 4.0 per cent
(July 2025: 586.68 sen per kg; June 2025: 564.13 sen per kg). Trend of prices for all Standard Malaysian Rubber
(S.M.R) showed an increase between 2.3 per cent and 8.8 per cent. The World Bank Commodity Price Data
reported the prices for TSR 20 (Technically Specified Rubber) has increased 4.4 per cent (from USD 1.61/kg to
USD 1.68/kg) and SGP/MYS (Singapore/Malaysia) increased 3.3 per cent (from USD 2.16/kg to USD 2.23/kg).

Chart 8: Monthly Average Prices for Natural Rubber, July 2025
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Total stocks of NR in July 2025 increased by 1.6 per cent to 171,061 tonnes as compared to

168,448 tonnes in June 2025. Year-on-year comparison showed that the stocks increased by 15.5 per cent
against 148,106 tonnes as recorded in July 2024.

Chart 9: Stocks of Natural Rubber, January 2024 — July 2025
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Domestic consumption showed an increase of 15.8 per cent to 22,446 tonnes as compared to

19,386 tonnes in June 2025. The consumption on an annual basis showed an increase of 6.7 per cent
(July 2024: 21,039 tonnes).

Chart 10: Domestic Consumption, January 2024 — July 2025
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Source: Department of Statistics, Malaysia

Exports of Malaysia’s NR amounted to 37,198 tonnes in July 2025, increased 25.2 per cent as against
June 2025 (29,719 tonnes). P.R. China remained as the main destination for NR exports which accounted

47.3 per cent of total exports in July 2025 followed by Germany (15.0%), India (6.7%), the United States of
America (6.1%) and Egypt (3.0%).

The exports performance was contributed by NR-based product such as gloves, tyre, tube and rubber thread.
Gloves were the main exports of rubber-based products with a value of RM1.3 billion in July 2025, an increase
of 49.3 per cent as compared to June 2025 (RM0.9 billion). The main exporting countries for rubber gloves were
U.S.A (26,509.9 tonnes), China (2,555.9 tonnes) and Japan (2,383.2 tonnes) as shown in Table 4.
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Table 4: Top 10 Exports Countries of Rubber Gloves, June 2025 and July 2025

Value (RM million)

June 2025

July 2025

Countries
June 2025
United States 16,759.7
China 1,482.8
Japan 1,992.7
India 1,677.6
Germany 1,725.1
Turkiye 345.0
Canada 674.8
Australia 584.5
Korea, Republic Of 684.4
United Kingdom 793.3

Source: Department of Statistics, Malaysia

July 2025

26,509.9
2,555.9
2,383.2
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1,117.8

946.1
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460,979.0
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9,047.2

20,553.2
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18,110.2
20,1261

659,886.5
41,964.9
69,190.5
29,287.9
51,860.2
28,734.2
29,985.0
24,561.0
21,108.4
22,941.2

According to the Malaysia Rubber Board Digest published in July 2025, the Kuala Lumpur Rubber Market
was seen to increase in July before gradually declining towards month end. Gains throughout this month were
driven by factors including concerns of NR supply due to heavy rainfall in major producing regions, rising
demand, positive progress in United States of America trade deals and optimism over China’s stimulus efforts.
Market sentiment was also lifted by moderate rubber demand anticipated by the Association of Natural Rubber

Producing Countries (ANRPC) and developments in the global automobile industry.
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Industrial Production Index (IPI)

The Industrial Production Index rose at 4.2 per cent in July 2025 after recording a modest growth of
2.9percentinthe precedingmonth. Theexpansionwas primarilyinduced by the Manufacturing sector,which grewby
4.4 per cent (June 2025: 3.6%), while the Mining sector rebounded to 4.3 per cent (June 2025: -0.01%).
Moreover, the Electricity sector grew by 1.6 per cent, remaining positive albeit at a slower rate compared to
2.3 per cent in June 2025. On a month-on-month basis, the IPl edged down to negative growth of 0.3 per cent,
in contrast to the positive 7.5 per cent recorded in the previous month.

Chart 11: Industrial Production Index, Year-on-Year (%), January 2024 — July 2025
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The increase in Manufacturing output in July 2025 was supported by higher production in export-oriented
industries, which grew by 4.1 per cent compared to 2.9 per cent recorded in June 2025. This upturn was
primarily led by the Manufacture of computer, electronics & optical products; and the Manufacture of machinery
& equipment n.e.c., which registered increases of 8.5 per cent and 10.2 per cent, respectively. Furthermore,
the Manufacture of furniture recorded a surge of 11.1 per cent during the month. The year-on-year expansion
mirrored the country’s manufactured goods export performance, which improved with a smaller decline of
1.5 per cent in July 2025. On a month-on-month comparison, the export-oriented industries fell by 2.2 per cent
as against positive growth at 11.9 per cent in June 2025.

In the meantime, the domestic-oriented industries remained stable at 5.0 per cent as opposed to 5.1 per cent
recorded in June 2025. The sustained performance was contributed by the positive momentum across all
sub-sectors except for the Manufacture of paper & paper products which posted a decrease of
2.1 per cent in July 2025. The manufacturing output related to construction activities namely the Manufacture
of basic metals and Manufacture of fabricated metal products, except machinery & equipment increased by
7.4 per cent and 4.1 per cent, respectively. On a month-on-month basis, the domestic oriented industries
rebounded to 1.0 per cent as compared to negative 3.1 per cent registered in the June 2025.

The production of Mining sector picked up by 4.3 per cent in July 2025, underpinned by increases in both
components where Crude Oil & Condensate index rebounded by 1.0 per cent (June 2025: -3.2%), followed
by the Natural Gas index expanded further by 6.8 per cent (June 2025: 2.3%). On a month-on-month basis,
the Mining index moderated to a growth of 2.2 per cent, down from 15.8 per cent in June 2025. Meanwhile,
Electricity generation grew by 1.6 per cent year-on-year in July 2025 (June 2025: 2.3%). On a month-on-month
basis, the Electricity index rebounded to a positive 5.5 per cent (June 2025: -4.6%).

Looking at the performance of several countries, the IPl was rose further in Vietham (11.8%), South Korea
(5.0%) and the United States (1.4%). Conversely, Japan and Thailand experienced a decline of 0.9 per cent and
4.0 per cent, respectively, in July 2025.
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Regarding IPI performance for the first seven months of 2025, the IPI expanded at a slower rate of 2.4 per cent
compared to the same period of the previous year (January - July 2024: 4.0%), influenced by the Manufacturing
index (4.1%). Conversely, the Mining and Electricity index recorded decreases of 3.2 per cent and 0.4 per cent,
respectively.

Manufacturing

The sales value of the Manufacturing sector increased 3.5 per cent year-on-year (June 2025: 3.3%), to
RM162.5 billion in July 2025. The growth in sales value within the Manufacturing sector was mainly contributed
by the Food, beverages & tobacco sub-sector, expanded by 8.9 per cent in July 2025 (June 2025: 14.7%). This
upturnwas further supported by the Electrical & electronics products and the Non-metallic mineral products,
basic metal & fabricated metal products sub-sectors, which rose by 6.9 per cent (June 2025: 4.5%) and
3.8 per cent (June 2025: 3.0%), respectively. In the same period, sales value increased by 0.8 per cent, reaching
RM162.5 billion from RM161.2 billion recorded in the preceding month.

Sales value growth in the export-oriented industries which accounted for 71.7 per cent of total sales, grew by
2.7 per centiin July 2025 (June 2025: 2.4%). The performance was mainly supported by a 6.3 per centrise in the
Manufacture of vegetable & animal oils & fats (June 2025: 15.9%). Meanwhile, the Manufacture of computer,
electronics & optical products grew by 6.9 per cent (June 2025: 3.8%), and the Manufacture of machinery and
equipment n.e.c. advanced by 12.4 per cent (June 2025: 10.5%). On a month-on-month basis, export-oriented
industries slightly declined by 0.3 per cent (June 2025: 4.1%).

Chart 12: Sales Value of Manufacturing Sector, January 2024 — July 2025
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Likewise, the domestic-oriented industries sustained steady growth at 5.6 per centin July 2025. The performance
was supported by robust expansion in the Manufacture of food processing products at 12.7 per cent (June 2025:
14.0%), as well as in the Manufacture of basic metals (7.2%) and Manufacture of fabricated metal products,
except machinery & equipment (4.0%). Furthermore, the domestic-oriented industries rose by 3.8 per cent as
compared to the preceding month.
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Atotal of 2.4 million employees were recorded in this sector during July 2025, augmented by 1.1 per cent (June
2025: 1.0%). The rise was mainly driven by the Food, beverages & tobacco (2.0%); Non-metallic mineral
products, basic metal & fabricated metal products (1.4%); and Electrical & electronics products (1.4%). On a
month-on-month basis, the number of employees in this sector increased by 0.2 per cent. Correspondingly,
the salaries & wages paid in the Manufacturing sector expanded by 2.3 per cent (June 2025: 1.6%), amounting
to RM8.31 billion in July 2025. On a month-on-month basis, however, the salaries & wages paid dropped by
0.2 per cent from RM8.33 billion recorded in the preceding month. Subsequently, sales value per employee
registered RM67,833 (2.3%), while the average salaries & wages per employee was RM3,469, increased by
1.2 per cent year-on-year.

For the period of January to July 2025, the Manufacturing sector recorded cumulative sales of RM1.1 trillion,
growing by 3.7 per cent compared to the same period of 2024 (January — July 2024: 4.5%). The number of
employees increased by 1.1 per cent to 2.4 million persons, while salaries & wages rose by 1.9 per cent to
RM58.5 billion. Moreover, the sales value per employee stood at RM466,735, grew 2.5 per cent.
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Wholesale & Retail Trade

Wholesale & retail trade recorded total sales of RM156.4 billion in July, marking a year-on-year growth of
5.0 per cent. The growth was supported by performances across its key sub-sectors. Notably, Wholesale trade
led the growth, followed by gains in Retail trade and Motor vehicles.

Performance of Sales Value

The Wholesale trade recorded total sales of RM70.1 billion in this month, an increase of RM3.6 billion, reflecting
a year-on-year growth of 5.4 per cent. Meanwhile, Retail trade registered total sales of RM67.0 billion, an
increase of RM3.5 billion, with a year-on-year growth of 5.6 per cent. The Motor vehicles sub-sector recorded
total sales of RM19.3 billion, an increase of RMO0.3 billion or 1.6 per cent year-on-year (Exihibit 1).

On a monthly basis, the sales value of Wholesale & retail trade rebounded by 2.3 per cent, supported by Motor
vehicles (12.6%) and Wholesale trade (2.7%).

Exihibit 1: Performance of Wholesale & Retail Trade Sector, July 2025

Sales Value Volume Index (2015=100)

SUBSECTOR RM Billion % Changes % Changes Seasonally % Changes
Adjusted (SA)
July 2025 JuIy 2025 YoY MoM July 2025 MoM (SA)

WHOLESALE &

WHOLESALE S 1564 50 23 1654 46 1.9 168.6
&ls J o SALE 70.1 54 27 1546 59 24 155.6 2.8
| sToie ] RETAIL
RETAIL 670 56 -08 1858 44 07 1883 0.4
MOTOR 77 T e e T
VEHICLES 142.4 163.3

_____HH

Source: Department of Statistics, Malaysia

Performance of Wholesale Trade

The 5.4 per cent increase in Wholesale trade was primarily driven by Other specialised wholesale, which
rose 4.0 per cent to RM25.8 billion, followed by Wholesale of household goods (6.7%), Wholesale of food,
beverages & tobacco (6.6%), Wholesale of machinery, equipment & supplies (5.9%), Wholesale of agricultural
raw materials & live animals (4.7%), and Non-specialised wholesale trade (5.8%) (Chart 13).

On a monthly basis, Wholesale trade increased 2.7 per cent, contributed by Other specialised wholesale (4.1%),
Wholesale of machinery, equipment & supplies (7.4%), and Wholesale of household goods (2.3%).
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Chart 13: Performance of Wholesale Trade Sub-sector, July 2025
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Source: Department of Statistics, Malaysia

Performance of Retail Trade

The Retail trade sub-sector recorded 5.6 per cent growth in July 2025, supported by a 5.5 per cent increase in
Retail sales in non-specialised stores, reaching RM25.8 billion. Other contributors to this growth include Retail
sales in specialised stores (7.6%), Retail sales of automotive fuel (6.6%), Retail sales of household equipment
(3.6%), Retail sales of food, beverages & tobacco (6.1%), and Retail sales of information & communication
equipment (3.3%), as illustrated in Chart 14.

However, for month-on-month performance, Retail trade declined at a negative 0.8 per cent. This slump was
influenced by negative growth in multiple groups, including Retail sales in non-specialised stores (-1.5%), Retail
sales in specialised stores (-2.2%), Retail sales of food, beverages & tobacco (-2.0%), and Retail sales of
household equipment (-1.1%).

Chart 14: Performance of Retail Trade Sub-sector, July 2025
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Performance of Motor Vehicles

The Motor vehicles sub-sector recorded total sales of RM19.3 billion, reflecting a year-on year increase
of 1.6 per cent. The growth was fuelled by Maintenance & repair of motor vehicles, which increased by
6.2 per cent to RM2.9 billion. This was followed by Sales of motor vehicle parts & accessories (2.9%) and Sales,
maintenance & repair of motorcycles (7.5%) as shown in Chart 15.
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For monthly comparison, sales in this sub-sector rebounded by 12.6 per cent, mainly steered by Sales of motor
vehicles, which soared 23.8 per cent as compared to the previous month.

Chart 15: Performance of Motor Vehicles Sub-sector, July 2025
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Source: Department of Statistics, Malaysia

Performance of Volume Index

In terms of volume index, Wholesale & retail trade in July 2025 registered a year-on-year growth of 4.6 per cent
to reach 165.4 points. This growth was driven by Wholesale trade which rose by 5.9 per cent, followed by Retail
trade (4.4%) and Motor vehicles (0.9%). After seasonal adjustment, the index climbed 2.8 per cent to record
168.6 points as compared to the previous month (Chart 16).

Chart 16: Performance of Volume Index of Wholesale & Retail Trade Sector, January 2024 — July 2025
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Performance of Retail Sales Index of Selected Countries
Table 6: Performance of Retail Sales Index of Selected Countries, July 2025 (Year-on-Year)

Taiwan Hong Kong United Kingdom South Korea Singapore Indonesia

-4.4 1.8 0.4 24 4.1 4.8

Source: Department of Statistics, Malaysia

In July 2025, the retail sales index showed variation performances across the selected countries (Table 5).
Indonesia recorded the highest growth at 4.8 per cent, largely supported by stronger sales of spare parts &
accessories, food, beverages & tobacco, as well as automotive fuel, followed by Singapore with a 4.1 per cent
increase, driven by robust demand for computer and telecommunications equipment, watches & jewellery,
and purchases at supermarkets & hypermarkets. South Korea posted a 2.4 per cent rise, supported by higher
sales of telecommunications equipment & computers, clothing, recreational items, food, pharmaceuticals, and
stationery. Hong Kong grew by 1.8 per cent, aided by a rebound in luxury goods and cosmetics as inbound
tourism continued to recover. The United Kingdom recorded a modest increase of 0.4 per cent, with gains
in food and other essentials partially offset by weaker sales of clothing and household products. In contrast,
Taiwan experienced a sharp contraction of a negative 4.4 per cent, mainly due to subdued sales of electronics
and household goods, reflecting the impact of weaker tech exports and cautious consumer spending.

Prospect for August 2025

The Wholesale & retail trade sector in Malaysia is expected to continue its growth momentum in August 2025,
supported by several demand-boosting factors. The public holiday in conjunction with Merdeka Day is likely
to encourage higher spending, particularly in food, beverages, travel, and household-related purchases. In
addition, the RM100 one-off MySara assistance programme, which effective from 31 August, is expected
to provide a lift to retail activity, especially among lower- to middle-income households. Further support will
come from Malaysia’s ASEAN Chairmanship in 2025, which anticipated to stimulate demand in hospitality,
tourism-related services, and retail segments catering for both domestic and international visitors.
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Merchandise Trade

Malaysia’s trade performance rebounded to a positive trend in July 2025, supported by stronger exports, which
grew robustly by 6.8 per cent year-on-year. Correspondingly, imports also increased, albeit at a slower pace,
rising 0.6 per cent annually. As a result, the total trade increased to RM265.9 billion in July 2025 compared
to RM256.2 billion in July 2024. In terms of month-on-month comparison, exports, imports, total trade, and
trade surplus recorded encouraging growth of 15.5 per cent, 10.9 per cent, 13.3 per cent and 78.2 per cent,
respectively.

From a trading partners perspective, Malaysia’s export performance in July 2025 gained momentum,
driven primarily by Singapore with an increase of RM4.7 billion. Additional contributions came from Taiwan
(+RM2.5 billion), Mexico (+RM1.0 billion), China (+RM1.0 billion) and the United States of America (USA)
(+RMO0.7 billion). In line with the export trend, imports also grew, at a more moderate rate, particularly from
Taiwan (+RM5.2 billion), followed by China (+RM1.7 billion), the Republic of Korea (+RM1.6 billion), Vietham
(+RMO0.8 billion) and Oman (+RM0.6 billion). Overall, Malaysia’s trade in July 2025 remained anchored by its
key trading partners, namely China, Singapore, the USA, Taiwan, and the European Union (EU), with a total
contribution of 58.9 per cent (July 2024: 56.9%).

Malaysia’s merchandise export performance showed a recovery trend with a moderate year-on-year growth
of 6.8 per cent in July 2025, increasing from RM131.5 billion in the same month of the previous year to
RM140.4 billion. This improvement was driven primarily by Electrical & Electronics (E&E) products, which
have maintained positive annual growth since July 2024, recording double-digit growth of 22.5 per cent to
RM63.3 billion in July 2025. In addition, lIron & steel bars, rods, and Timber & timber-based products also
contributed to the increase in exports, rising by RM248.8 million (+35.7%) and RM127.2 million (+6.8%),
respectively. However, Refined petroleum products continued to record a significant decline, down by
RM3.0 billion (-28.9%). Palm oil and palm oil-based products also fell from RM10.8 billion in July last year to
RM10.4 billion, with an annual growth declined by -3.7 per cent as shown in Chart 17. Overall, E&E products,
Palm oil and palm oil-based products, and Refined petroleum products remained Malaysia’s main export
products in July 2025, with an aggregated contribution of 57.7 per cent (July 2024: 55.4%).

Chart 17: Annual Percentage Change of Malaysia's Exports by Top 10 Major and Selected Products (%),
July 2025
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Source: Department of Statistics, Malaysia
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Malaysia’s merchandise import maintained its growth momentum in July 2025, albeit at a modest rate of
0.6 per cent to RM125.5 billion compared to RM124.7 billion in July 2024. This increase in imports was primarily
driven by E&E products, which remained as the main contributor with a year-on-year growth of 12.4 per cent
to RM48.6 billion in July 2025. At the same time, Crude petroleum, Aircraft, associated equipment & parts and
Gold, non-monetary shifted from negative to positive trend, recording increases of RM771.2 million (+15.9%),
RM522.0 million (+49.2%), and RM134.0 million (+9.7%), respectively (Chart 18). Meanwhile, Refined petroleum
products continued to its downward trend for twelfth consecutive months with a sharper decline of RM2.0 billion
(-18.8%). Overall, E&E products, Refined petroleum products and Crude petroleum retained as the contributors
to Malaysia’s goods imports in July 2025, with a cumulative contribution of 50.0 per cent (July 2024: 46.9%).

Chart 18: Annual Percentage Change of Malaysia's Imports by Top 10 Major and Selected Products (%),
July 2025
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Along with the mixed performance of global trade, Malaysia’s performance with trading partners was no
exception, showing a similar pattern as illustrated in Chart 19.

Chart 19: Annual Percentage Change of Exports and Imports for Malaysia's Top 10 Trading Partners (%),
July 2025
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Malaysia’s trade performance in August 2025 showed a slight decline of 1.9 per cent year-on-year. Nevertheless,
exports remained on a positive trajectory, increasing by 1.9 per cent, while imports fell by 5.9 per cent. As a
result, the trade balance recorded a substantial surplus of 153.8 per cent compared to the same period last year,
amounting to RM16.1 billion. On a month-to-month comparison, exports, imports and total trade contracted by
6.3 per cent, 8.0 per cent and 7.1 per cent, respectively, while the trade surplus expanded by 7.7 per cent.

External trade statistics by state for the period of July 2025 showed that the total trade increased RM9.7 billion
or 3.8 per cent to RM265.9 billion, year-on-year. The increase in total trade was attributed by Pulau Pinang
which rose by 12.8 billion (+18.4%), followed by Johor RM2.9 billion (+5.2%), W.P. Kuala Lumpur RM2.7 billion
(+18.7%), Selangor RM1.7 billion (+3.0%), Perak RM709.8 million (+9.9%), Sabah RM529.8 million (+15.2%)
and W.P. Labuan RM152.1 million (+23.4%). However, total trade declined in Kedah RM3.9 billion (-30.8%),
Sarawak RM2.1 billion (-16.8%), Melaka RM1.8 billion (-29.7%), Pahang RM1.0 billion (-21.2%), Terengganu
RM639.1 million (-27.6%), Negeri Sembilan RM478.1 million (-8.3%), Kelantan RM123.4 million (-22.2%) and
Perlis RM73.3 million (-26.1%).

Total exports in July 2025 increased RM8.9 billion (+6.8%) as compared to the same month of the
previous year. The increase in exports was attributed to the higher exports in most states such as Pulau
Pinang (+RM11.3 billion), Johor (+RM1.3 billion), Selangor (+RM1.2 billion), Sabah (+RM372.7 million),
W.P. Labuan (+RM233.3 million), Negeri Sembilan (+RM172.8 million), Perak (+RM104.1 million) and
Perlis (+RM21.0 million). However, exports decreased in Kedah by RM2.0 billion, Sarawak (-RM1.3 billion),
W.P. Kuala Lumpur (-RM755.9 million), Terengganu (-RM594.4 million), Pahang (-RM191.1 million), Kelantan
(-RM122.5 million) and Melaka (-RM76.1 million), as shown in Exhibit 2.

At the same time, imports in July 2025 increased RM753.5 million (+0.6%) as compared to the same
month in year 2024. The increase in imports was attributed by the higher imports in W.P. Kuala Lumpur
(+RM3.4 billion), Johor (+RM1.6 billion), Pulau Pinang (+RM1.4 billion), Perak (+RM605.7 million),
Selangor (+RM481.1 million) and Sabah (+RM157.1 million). However, imports decreased in Kedah by
RM1.9 billion, Melaka (-RM1.8 billion), Pahang (-RM856.1 million), Sarawak (-RM790.4 million), Negeri
Sembilan (-RM650.8 million), Perlis (-RM94.3 million), W.P. Labuan (-RM81.2 million), Terengganu
(-RM44.7 million) and Kelantan (-RM0.9 million).

Five states dominate the country’s exports accounting for 85.3 per cent of the total exports. Pulau Pinang
remained as the top exporter with a contribution of 37.5 per cent, followed by Johor (20.9%), Selangor (17.3%),
Sarawak (6.1%) and W.P. Kuala Lumpur (3.5%). Meanwhile, Selangor dominates Malaysia’s imports with a
share of 26.7 per cent, followed by Johor (23.8%), Pulau Pinang (23.3%), W.P. Kuala Lumpur (9.7%) and Kedah
(4.2%).
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Exhibit 2: Exports and Imports by State, July 2024 and July 2025
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RM3.3b | RM3.9b . 18.5% RM27b | RM25b W 7.1% RM27b | RM3.1b A 13.8%
RM2.2b | RM14b W 38.3% A 2039
SELANGOR o RMO0.8b | RM0.9b 20.3%
RM56.2b | RM57.8b A  3.0%
RM23.1b | RM243b & 5.2%
RM33.1b | RM33.5b A& 1.5%
NEGERI SEMBILAN
RM58b | RM53b W 8.3% RM563b | RM59.3 b . amsgil
RM21b | RM23b a 8.3% RM28.1b | RM29.4b A 4.6%
a
RM3.7b | RM31b W 17.6% RM283b | RM209b A 58%
RMG2b | RM43b W 29.7% RM128b | RM106b W 16.8%
RM2.5b | RM24b W  34% RM100b | RMB6b W 13.5%
RM37b | RM19b W 47.7% RM2.8b | RM2.0b W 28.4%

AW All changes are based on year-on-year (y-o-y) comparison

Source: Department of Statistics, Malaysia

Notes:

1. Exports and imports activities that are taking place in the Supra area (including production activities beyond the centre of
predominant economic interest for any state) or declarations made by the agent are not included in this infographic.

2. Exports and imports value for W.P. Kuala Lumpur includes W.P. Putrajaya.
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Labour Scenario

The number of employed persons in July 2025 continued to grow, rising by 0.2 per cent to 16.95 million
compared to 16.92 million in June 2025. This represents an additional 33.6 thousand persons. The employment-
to-population ratio, which measures the share of employed persons within the working-age population, stood
at 68.7 per cent, unchanged from June 2025. On a year-on-year basis, the ratio improved by 0.4 percentage
points, from 68.3 per cent in July 2024 (Chart 20). This improvement reflects the labour market’s ability to
absorb new entrants as the population continues to grow.

Chart 20: Employed Persons and Employment-to-Population Ratio, January 2024 — July 2025
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Source: Department of Statistics, Malaysia
Note:"Revision based on the current population estimates from Population and Housing Census 2020

Employees category made up 75.0 per cent of the employed persons in July 2025. This category increased
slightly by 0.1 per cent (+18.3 thousand persons), reaching 12.71 million compared to 12.69 million in
June 2025. At the same time, own-account workers also recorded growth, increasing by 0.4 per cent
(+11.8 thousand persons) to 3.21 million compared to 3.20 million in the previous month. Own-account workers
are mainly daily income earners in small businesses such as retailers, hawkers, stall vendors, market sellers,
and smallholders, and are tracked separately as they do not earn regular wages or salaries (Chart 21).

Chart 21: Employed Person by Status in Employment, June 2025 and July 2025
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= Employers ®Employees ®Own account worker Unpaid family worker

Source: Department of Statistics, Malaysia
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The number of employed persons who were temporarily not working declined by 0.6 per cent (-0.5 thousand
persons) to 89.6 thousand in July 2025, compared to 90.1 thousand in June 2025. However, on a year-on-
year basis, this group rose by 16.3 per cent (+12.6 thousand persons) from 77.0 thousand in July 2024. These
individuals are not considered unemployed as they maintained a job attachment, though they may not have
worked temporarily due to leave, suspension or workplace closure.

Adding to that, the unemployment increased slightly in July 2025. The number of unemployed persons went up
by 0.6 per cent (+2.9 thousand persons), from 518.7 thousand in June 2025 to 521.6 thousand in July 2025.
Despite this rise, the unemployment rate remained at 3.0 per cent. On a seasonally adjusted basis, the number
of unemployed persons grew by 0.8 per cent, but the unemployment rate stayed unchanged at 3.0 per cent.

Compared to the previous year, unemployment situation showed improvement. The number of unemployed
persons fell by 5.7 per cent (-31.6 thousand persons), down from 553.2 thousand in July 2024. As a result, the
unemployment rate dropped by 0.3 percentage points from 3.3 per cent in July 2024 (Chart 22).

Chart 22: Unemployed and Unemployment Rate, January 2024 — July 2025
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Source: Department of Statistics, Malaysia

By category, actively unemployed persons, referring to those available for work and actively seeking jobs,
made up 79.8 per cent of the total unemployed persons in July 2025. This category increased by 0.4 per cent
(+1.7 thousand persons), from 414.4 thousand in June 2025 to 416.2 thousand. Within this category,
64.3 per cent had been unemployed for less than three months, while 5.1 per cent were classified as long-term
unemployed, been without work for over a year (Chart 23).

Chart 23: Unemployed Category and Duration of Unemployment, June 2024 and July 2025

Unemployment category Duration of unemployment
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M Actively unemployed M Inactively unemployed B July 2025 1 June 2025

Source: Department of Statistics, Malaysia
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On the other hand, inactively unemployed persons, who were not actively seeking jobs as they believed no
work were available, rose by 1.1 per cent (+1.2 thousand persons), to 105.5 thousand in July 2025 from
104.3 thousand in June 2025.

Chart 5 shows that the unemployment rate among youths aged 15 to 24 years remained at 10.2 per cent
in July 2025, with the number of unemployed youths in this group was 298.9 thousand (June 2025: 10.2%;
297.5 thousand persons). For youths aged 15 to 30 years, the unemployment rate also remained at
6.2 per cent, though unemployed persons rose slightly to 399.0 thousand compared to 396.8 thousand in June
2025 (Chart 24).

Chart 24: Unemployed Youth and Youth Unemployment Rate, January 2024 — July 2025
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Source: Department of Statistics, Malaysia

The labour force continued to expand in July 2025, increasing by 0.2 per cent (+36.5 thousand persons)
to 17.47 million (June 2025: 17.43 million). The labour force participation rate (LFPR) remained at
70.8 per cent, unchanged from the preceding month. Based on seasonally adjusted estimates, the labour
force grew at a similar pace of 0.2 per cent, resulting in a marginal rise of 0.1 percentage points in the LFPR to
70.9 per cent. On a year-on-year comparison, the labour force rose by 2.8 per cent (+473.2 thousand persons)
from 17.00 million in July 2024, lifting the LFPR by 0.2 percentage points, from 70.6 per cent in July 2024
(Chart 25).

Chart 25: Labour Force and Labour Force Participation Rate (LFPR), January 2024 — July 2025
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Meanwhile, the number of persons outside the labour force also grew in July 2025, rising by 0.2 per cent
(+12.8 thousand persons) to 7.19 million compared to 7.18 million in June 2025. Year-on-year, this group
increased by 1.4 per cent (+96.5 thousand persons) from 7.09 million in July 2024. The largest share was
attributed to housework/family responsibilities (43.7%), followed by schooling/training (40.8%) (Chart 26). The
increase due to household and study commitments indicates untapped potential, particularly among women
and young people, which could be mobilised through flexible work and training policies.

Chart 26: Share of Outside Labour Force by Reasons for Not Seeking Work, June 2025 and July 2025

Percentage share (%)
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Source: Department of Statistics, Malaysia

Malaysia’s economy in 2025 continues to show stability, though not without challenges. The growth potential
remains medium-to-strong, fuelled by solid private consumption and major infrastructure projects namely
the East Coast Rail Link (ECRL), Light Rail Transit Line 3 (LRT3) and the RTS Link to Singapore. However,
rising costs and global trade uncertainties are exerting pressure on businesses, potentially slowing hiring and
investment.

Jobs creation continues, especially in digital and green technologies, as well as services such as trade,
transportation and hospitality. However, underemployment remains a concern, with many workers employees
working in roles that do not fully utilise their qualifications. The mismatch between industry demand and
workforce supply, especially among graduates is increasingly apparent.

Looking ahead, demand for specialised skills in areas such as artificial intelligence, cybersecurity, data analytics,
and software development is expected to rise. Similarly, green economy sectors such as solar energy, waste
management, low-carbon technologies, and domestically oriented services such as health, education, and
e-commerce logistics are likely potential growth areas. However, skill supply must keep up with the pace, or
Malaysia will risks having unfilled positions despite low unemployment.

To sustain competitiveness and inclusivity, policy measures must focus not only on the number of jobs but
also on their quality and alignment with workforce skills. Strengthening TVET remains crucial, alongside
better support for women and youth through flexible work arrangements, stronger protections and upskilling in
gig-type work, and incentives for industries to move up the value chain. Without such measures, the labour
market risks wage stagnation, inefficient job matching, and widening inequality.

In Overall, Malaysia’s labour market is expected to remain stable and resilient for the rest of 2025. However,
its performance will depend on managing cost pressures, aligning workforce skills with market demand and
reinforcing sectors that can generate high-value employment opportunities. Increasingly, the focus will need to
be on the quality of jobs, not just the quantity.
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Consumer Price Index

Malaysia’s inflation increased 1.2 per cent in July 2025 as compared to June 2025 (1.1%) (Chart 27). The
increase was mainly driven by a higher increase in Insurance&Financial Services, 5.5 per cent (June 2025:
1.5%); Restaurant & Accommodation Services, 3.1 per cent (June 2025: 2.8%) and Transport, 0.4 per cent
(June 2025: 0.3%).

However, Personal Care, Social Protection & Miscellaneous Goods & Services, 3.9 per cent (June 2025:
4.2%); Food & Beverages, 1.9 per cent (June 2025: 2.1%) and Housing, Water, Electricity, Gas & Other Fuels,
1.3 per cent (June 2025: 1.7%) recorded a slower increase compared to the previous month. In addition,
several groups maintained the same rate of increase as in June 2025 namely, Education (2.2%); Health (1.2%);
Recreation, Sport & Culture (0.8%); Alcoholic Beverages & Tobacco (0.6%) and Furnishings, Household
Equipment & Routine Household Maintenance (0.1%). Meanwhile, Information & Communication (-6.4%) and
Clothing & Footwear (-0.2%) remained in negative territory.

The monthly headline inflation in July 2025 recorded an increase of 0.1 per cent, similar to June 2025. Although
Insurance & Financial Services, 4.6 per cent (June 2025: 0.0%); Restaurant & Accommodation Services,
0.8 per cent (June 2025: 0.1%) and Health, 0.3 per cent (June 2025: 0.0%) recorded increases, however,
the monthly inflation was offset by the decrease in Information & Communication (-0.9%); Housing, Water,
Electricity, Gas & Other Fuels (-0.4%) and Food & Beverages (-0.1%).

Chart 27: Overall CPI, Food & Beverages and Restaurant & Accommodation Services, Year-on-Year (%),
January 2024 - July 2025
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Inflation for the Transport group inclined to 0.4 per cent in July 2025 as compared to 0.3 per cent in
June 2025. The increase was attributed by the increase in Public transport services, 1.5 per cent (June 2025:
0.3%). In addition, the subgroups of Transport services of goods, Purchase of vehicles and Operation of personal
transport equipment maintained the same rate as in the previous month of 2.0 per cent, 0.5 per cent and
0.3 per cent respectively. This stable growth helped moderate overall inflation in the Transport group, preventing
a sharper increase.

The average price of Diesel in Peninsular Malaysia decreased to RM2.89 per litre (July 2024: RM3.35 per litre),
while, the average price of Unleaded petrol RON97 fell to RM3.20 per litre (July 2024: RM3.47 per litre). The
drop in fuel prices was consistent with the decline in Brent crude oil prices, which recorded US$70.95 per barrel
in July 2025, as compared with US$85.30 per barrel in July 2024 (Chart 28).
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Chart 28: Average Price of Fuel, January 2024 — July 2025
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The Food & Beverages group which contributes 29.8 per cent of the total Consumer Price Index (CPI) weight,
recorded a slower increase of 1.9 per cent as against with 2.1 per cent in June 2025. Out of the 247 food items,
141 items (57.1%) recorded increases as compared to July 2024. The rise was mainly attributed to a slower
increase in the Food away from home subgroup, which eased to 4.3 per cent as compared to 4.7 per cent
in June 2025. In addition, the inflation of this group was partly offset by the Food at home subgroup, which
remained in a negative territory of 0.3 per cent as compared to the previous month (-0.4%) (Table 6).

Table 6 Percentage Change on Subgroup of Food & Beverages, Year-on-Year (%), July 2025

Year-on-Year (%)
July 2025

Food & Beverages 29.8 1.9
Food 29.0 1.9
Food away from home 13.4 4.3
Food at home 15.6 -0.3
Cereals & cereal products 2.3 -0.6
Meat 2.3 -0.9
Fish & other seafood 3.9 1.8
Milk, other dairy products & eggs 1.3 -1.1
Oils & fats 0.7 1.5
Fruits & nuts 1.1 -0.3
Vegetables 1.8 -6.6
Sugar, confectionery & desserts 0.5 0.8
Ready-made food & other food products n.e.c. 1.7 29
Non-alcoholic beverages 0.8 5.2

Source: Department of Statistics, Malaysia
W.P.: Wilayah Persekutuan

In August 2025, Malaysia’s inflation increased 1.3 per cent with the index points stood at 134.9 as against
133.2 in the same month of the previous year.

The national water tariff restructuring effective on 1st August 2025 in most states in Peninsular Malaysia and
Labuan, is projected to exert upward pressure on the inflation rate of the inflation of the Housing, Water,
Electricity, Gas & Other Fuels group. Furthermore, the overall inflation outlook for the following month is
expected to be influenced by the revised Automatic Fuel Cost Adjustment Mechanism (AFA) Rate imposed to
domestic customer in Peninsular Malaysia with monthly consumption exceeding 600 kWh. The AFA rate has
been revised to negative 1.45 sen/kWh for the period 1st to 31t August 2025, which does not applied for the
period 1st to 31stJuly 2025.
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Producer Price Index (PPIl) Local Production

Malaysia’s Producer Price Index recorded a decline of 3.8 per cent in July 2025, compared to a 4.2 per cent
decline in the previous month.

The decline in July 2025 was mainly due to the Mining and Manufacturing sectors, which have been experiencing
a downward trend since the beginning of the year. The Mining sector decreased by 8.7 per cent (June 2025:
-8.0%), affected by decreases in the Extraction of crude petroleum (-9.8%) and Extraction of natural gas (-4.7%)
indices. Similarly, the Manufacturing sector contracted by 4.0 per cent (June 2025: -4.3%), mainly driven by
Manufacture of coke & refined petroleum products (-15.7%) and Manufacture of computer, electronic & optical
products (-7.6%) indices. On the other hand, the Agriculture, forestry & fishing sector recorded an increase of
1.1 per cent (June 2025: -0.3%), supported by the Growing of perennial crops (3.1%) index. The Electricity &
gas supply sector went up by 4.0 per cent (June 2025: -0.2%), while the Water supply sector posted a marginal
decline of 0.1 per cent in July 2025.

On a month-on-month basis, the PPI Local Production increased by 0.3 per cent in July 2025, after a
0.7 per cent decrease in the previous month. The Agriculture, forestry & fishing sector increased by 2.5 per cent
(June 2025: -1.0%), contributed by the Growing of perennial crops (4.6%) index. The utilities sector, namely
the Electricity & gas supply and Water supply indices, increased by 3.4 per cent and 0.9 per cent, respectively.
However, the Mining sector remained unchanged in July 2025, after posting an increase of 4.6 per cent in the
previous month. The Manufacturing sector, on the other hand, recorded a marginal decrease of 0.1 per cent
(June 2025: -1.2%), influenced by declines in Manufacture of computer, electronic & optical products (-0.5%)
and Manufacture of food products (-0.4%) (Table 7).

Table 7: Producer Price Index (PPI) Local Production by Sector, Malaysia

Percentage Change (%)
Code Year -on-year Month-on-month
2025 2024 2025 2025 2024 2025 2025

TOTAL 100.00 115.3

Agriculture, forestry & fishing A 6.73 1385 3.4 -0.3 1.1 1.1 -1.0 25
Mining B 7.93 89.6 22 -8.0 -8.7 0.7 4.6 0.0
Manufacturing C 81.57 116.4 0.9 -4.3 -4.0 -0.3 -1.2 -0.1
Electricity & gas supply D 3.44 122.8 0.3 -0.2 4.0 -0.8 -0.2 3.4
Water supply E 0.33 128.5 9.0 -0.2 -0.1 0.8 0.2 0.9

Source: Department of Statistics, Malaysia

All stages of processing recorded year-on-year declines in July 2025, continuing the downward trend since
March 2025. The Crude materials for further processing index contracted by 5.8 per cent, mainly due to the
decrease in Non-food materials index (-7.0%). The Intermediate materials, supplies & components index posted
a 3.7 per cent decline, due to a significant decrease in Processed fuel & lubricants (-9.3%). The Finished goods
index also decreased by 2.4 per cent, primarily due to a decrease in Capital equipment (-3.9%) (Chart 29).

Chart 29: Producer Price Index by Stage of Processing (Year-on-Year), July 2024 — July 2025
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A comparison of selected countries showed various PPI trends for July 2025. In the United States (U.S.), the
PPl increased by 3.3 per cent, compared to a 2.4 per cent rise in the previous month. Japan’s PPI rose by
2.6 per cent, modestly compared to a 2.9 per cent increase in the previous month, influenced by prices of
Transport equipment and Beverages and food. In contrast, China continued to experience producer deflation,
with the PPI declining by 3.6 per cent, the same as June 2025. Thailand’s PPI also decreased by 4.2 per cent,
as compared to 4.0 per cent drop in the previous month, a similar trend in Malaysia.

According to the World Bank, the average price of Brent crude oil in July 2025 stood at USD 70.95 per barrel,
a slight decrease from USD 71.45 per barrel in the previous month, supported by supply-side policies. The
U.S. Energy Information Administration (EIA) also projected an average price of around USD 70 to USD 71
per barrel in future term, in line with actual market performance. Meanwhile, Malaysian crude palm oil (CPO)
prices averaged RM 4,112.50 per tonne in July 2025, up from RM 3,969.00 per tonne in June 2025, supported
by strong demand from China and India, as well as favourable price competitiveness compared to soybean oil.

August performance showed Malaysia’s PPI declining by 2.8 per cent, moderating from a 3.8 per cent decrease
in the previous month.
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The International Monetary Fund (IMF) July 2025 World Economic Outlook projects global growth at 3.0% in
2025, rising slightly to 3.1% in 2026. Global inflation is expected to ease from 4.2% to 3.6% over the same
period, though the US remains under pressure from new tariffs. However, trade tensions, weak investment and
geopolitical risks could weigh on growth, with tariffs alone reducing global output by 0.2 percentage points in
2026.

Against this backdrop, Malaysia’s economy recorded a growth of 4.4 per cent in the first half of 2025 (1H 2024
5.0%), consistent with the official forecast of 4.0 to 4.8 per cent for the year. The expansion was supported by
steady performances in the Services and Manufacturing sectors, while private final consumption expenditure
and gross fixed capital formation (GFCF) remained the main drivers on the demand side. On a quarterly basis,
GDP sustained growth of 4.4 per cent in both the first and second quarters of 2025.

From an external perspective, Malaysia’s trade performance rebounded to a positive trend in July 2025, buoyed
by stronger exports activity, signalling improving demand from key trading partners and a gradual recovery in
global supply chains. Correspondingly, imports also increased at a slower pace, nevertheless contributing to the
overall growth in total trade for the month.

Industrial activity presented a mixed yet promising outlook. The Industrial Production Index (IPI) expanded at
a slower rate 2.4 per cent in the first seven months of 2025, moderating from 4.0 per cent in the same period
last year. While the Mining and Electricity indices recorded contracted, the Manufacturing index improved,
reflecting renewed momentum in domestic production. At the regional level, positive IPI growth in key trading
partners such as Vietnam, South Korea and United State open up new avenues for Malaysia’s external sector,
reinforcing the country’s regional trade linkages.

The Wholesale and Retail Trade sector remained a key driver of economic vitality in July 2025, continuing its
positive year-on-year growth. This performance was supported by the expansion of the Retail and Wholesale
trade sub-sectors, underpinned by resilient consumer spending. The Motor Vehicles sub-sector also recorded
a softer growth, yet contributed to the overall uptrend. Looking ahead to August 2025, the sector is expected to
sustain its positive momentum, supported by the public holiday in conjunction with Merdeka Day. In additional,
the RM100 one-off MySara assistance programme is anticipated to stimulate higher domestic consumption.
Further support will also come from Malaysia’'s ASEAN Chairmanship in 2025, which is expected to boost
demand in hospitality, tourism and retail.

In July 2025, the Leading Index (LI) continued to moderate, registering a declide of 0.5 per cent, reaching
114.3 points from 114.9 points in the same month the year before. Meanwhile, the LI stayed below 100.0 points
in the smoothed long-term trend, indicating that the economy was expected to ease in the future. This outlook
reflects the balance between strong domestic support and persistent external challenges.

Malaysia’s economy remains stable in the near term, supported by domestic demand and investment. However,
weakening global demand, coupled with shifting trade and tariff patterns, is expected to pose downside risks to
the growth trajectory.
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