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● Malaysia economy continued to expand for the fourth consecutive quarter in 3Q22 by 14.2% YoY (2Q22: 8.9%), 

beating house and market expectations (KIBB: 10.9%; consensus: 12.5%), highest since 2Q21 

− The double digit YoY growth was mainly driven by 

robust demand for exports amid a weak ringgit, 

improvement in the gross fixed capital formation amid 

higher capital spending in both private and public 

sectors and further expansion in the services sector 

amid a continued recovery in the tourism industry. To 

add, growth was also partly lifted by the low-base 

effect following the restriction order imposed in 3Q21. 

− Apart from beating market’s expectation, Malaysia is 

currently the fastest-growing economy among its 

Asean-5 (ex-TH + VN) peers. 

− Seasonally adjusted QoQ (1.9%; 2Q22: 3.5%): 

softened to a four-quarter low as private final 

consumption expenditure growth turned negative for 

the first time in five quarters in 3Q22 (-1.2% QoQ; 

2Q22: 6.8%). 

● The better-than-expected growth was mainly propelled by strong exports performance amid solid external 

demand, high commodity prices, a weaker local note, as well as the lower base effect 

− Net exports (18.7%; 2Q22: -28.7%): rebounded 

sharply as value-added export growth outpaced 

import’s, subsequently adding 1.0 ppt to the 3Q22 

GDP growth (2Q22: -1.7 ppts).  

▪ Exports (23.9%; 2Q22: 10.4%): fastest growth 

since 2Q21 (37.1%), supported by higher 

electrical and electronics (E&E) (41.4%; 2Q22: 

37.6%) and non-E&E exports (33.4%; 2Q22: 

18.1%), on the back of strong external demand 

amid elevated commodity prices and a weaker 

ringgit (average 3Q22: 4.48/USD; 2Q22: 4.35). 

▪ Imports (24.4%; 2Q22: 14.0%): extended 

increase due to rising gross imports (46.5%; 

2Q22: 36.0%) amid higher intermediate imports 

(40.8%; 2Q22: 36.1%), thanks to firms’ continued 

effort to build up their inventory buffer and strong 

expansion in domestic demand. 

− Domestic demand (13.1%; 2Q22: 13.0%): fastest growth since 4Q15 on further improvement in private and public 

investment activities, mainly due to higher capital expenditure 

▪ Public spending (6.3%; 2Q22: 2.8%): reached a five-quarter high, namely due to a double-digit increase in public 

investment (13.1%; 2Q22: 3.2%) due to higher capital spending in the oil and gas, and telecommunication sectors 

by both the general government and public corporations. Public spending was also supported by an expansion 

in public consumption, attributable to higher growth in spending on supplies and services. 

▪ Private spending (14.7%; 2Q22: 15.4%): softened marginally due to a slowdown in private consumption (15.1%; 

2Q22: 18.3%) growth as 3Q22 (4.5%; 2Q22: 2.8%) headline inflation rose at its fastest pace since 4Q08. 

However, higher employment and income growth, coupled with the government’s policy support (i.e. increase in 

the minimum wage, Bantuan Keluarga Malaysia) have helped to mitigate inflationary pressure and spurred 

consumer spending. On the other hand, private investment grew by 13.2% (2Q22: 6.3%), driven mainly by higher 

capital expenditure by services and manufacturing firms. 

 

Malaysia 3Q22 GDP 

Double-digit boost on the back of strong exports demand amid a weak ringgit 

Graph 1: ASEAN-5 ex-TH (+VN) GDP Growth Performance 

 

Source: DoSM, CEIC, Kenanga Research 

 

Graph 2: GDP by Expenditure Performance (Percentage 
Point Contribution to Growth)  

 
Source:  DoSM, Kenanga Research 
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● Broad-based improvement, led by double-digit expansion in the services and manufacturing sectors 

− Services (16.7%; 2Q22: 12.0%): growth surged to its highest level since 4Q15, underpinned by a robust recovery in 

consumer-related subsectors due to improving labour market conditions and increasing tourists’ spending. To note, 

distributive trade sales increased by 32.3% YoY (2Q22: 25.3%), supported by better performance in all segments, 

mainly retail trade and motor vehicles. Services accounted for 9.5 ppts of overall GDP growth (2Q22: 6.8 ppts). 

− Manufacturing (13.2%; 2Q22: 9.2%): continued to expand for the second straight quarter, supported by E&E and 

consumer clusters which accelerated by 17.3% (2Q22: 15.5%) and 36.9% (2Q22: 20.1%) respectively. This was 

further bolstered by a 6.0% (2Q22: 1.3%) growth in the primary sector due to the resumption of operations at an 

existing oil refinery that was previously under maintenance. 

− Mining (9.2%; 2Q22: -0.5%): bounced back to positive growth after four straight quarters of contraction, attributable 

mainly to higher oil and gas output from Pegaga gas field in Sarawak and Terengganu. To note, natural gas posted 

a much higher growth of 13.6% (2Q22: 0.4%), while crude oil and condensate rebounded by 2.5% (2Q22: -2.8%)   

− Construction (15.3%; 2Q22: 2.4%): growth expanded, driven by an improvement in non-residential buildings (30.5%; 

2Q22: 10.1%) and specialised construction activities (13.7%; 2Q22: 7.0%), due to the continuation of commercial 

real-estate, mixed-development and small-scale projects.  

− Agriculture (1.2%; 2Q22: -2.4%): rebounded to a three-quarter high, propelled mainly by a better performance in the 

oil palm sub-sector (5.1%; 2Q22: -3.9%) amid modest improvement in labour shortages and better yields following 

higher rainfall earlier in the year. 

● 2022 GDP forecast revised up to 8.6% from 6.7% (6.5% - 7.0%) as 4Q22 growth to settle near 6.6% from earlier 

forecast of 2.5%, while 2023 growth is maintained at 4.3% (range: 4.0%-4.5%) 

− In 4Q22, growth is expected to moderate due to 

diminishing base effects, albeit at a much higher rate 

than our previous forecast of 2.5% as strong demand 

conditions may continue to support the domestic 

economy. That being said, Malaysia’s 2022 overall 

GDP growth may settle higher at 8.6%, compared to 

our previous forecast of 6.5-7.0% as we 

underestimated the sharply better improvement in 

both services and manufacturing sectors. 

− Moving into 2023, growth may continue to moderate 

due to elevated geopolitical risks, tighter financial 

conditions and volatile commodity prices. However, 

further improvement in the domestic labour market, a 

potential rise in wage growth, the realisation of multi-

year projects and a continuous influx of tourists may 

buoy growth around the 4.0-4.5% range. 

− Of note, our forecast is subject to multiple risk factors, including China’s COVID-19 policy, the outcome of the Russia-

Ukraine war and Sino-American relations. 

● BNM may start to put the brakes on monetary policy tightening as early as January 2023 amid bleak global 

economic outlook, but another 25 basis points rate hike is still on the table 

− Despite a higher-than-expected GDP growth in 3Q22, 

the BNM may start to dial back on tightening the 

overnight policy rate (OPR) as early as at its next 

monetary policy meeting on January 18-19, in an 

effort to pre-empt the impact of global economic 

downturn on the Malaysian economy in 2023. At this 

current juncture, the prognosis for the global economy 

remained bleak, mainly due to China's erratic policy 

shifts and increasing recessionary pressure in 

Europe, UK and the US. 

− However, if domestic core inflation continues to hover 

above the 4.0% level in the coming months, the BNM 

may continue to hike for the fifth consecutive time in 

January 2023 to curb any incipient demand-pull 

inflation, bringing the OPR to 3.00%.

Graph 4: OPR (%) vs. Inflation (% YoY) 

 
Source:  BNM, DoSM, Kenanga Research 

 

Graph 3: Growth Outlook by Sector (KIBB forecast) 

 

Source: DoSM, Kenanga Research 
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Table 1:  Malaysia GDP Growth (constant 2015 prices) and Contribution to Growth By Sector (Supply) and Expenditure (Demand) 
 

 

 

  

  

  

 

 

    KIBB MoF 

YoY % 2021 1Q22 2Q22 3Q22 4Q22F 1H22 2H22F 2022F 2023F 2022F 

By Sector           

Agriculture -0.2 0.1 -2.4 1.2 0.8 -1.2 1.0 0.0 1.1 0.1 

Mining 0.3 -1.1 -0.5 9.2 4.3 -0.8 6.6 2.8 1.2 2.1 

Manufacturing 9.5 6.6 9.2 13.2 6.5 7.9 9.6 8.8 4.5 6.3 

Construction -5.2 -6.2 2.4 15.3 9.1 -2.1 12.1 4.7 3.8 2.3 

Services 1.9 6.5 12.0 16.7 7.5 9.2 11.9 10.6 4.8 8.2 

Real GDP 3.1 5.0 8.9 14.2 6.6 6.9 10.2 8.6 4.3 6.5 
         4.0-4.5 6.5 - 7.0 

Ppt. Contribution            

Agriculture 0.0 0.0 -0.2 0.1 0.1 -0.1 0.1 0.0 0.1 0.0 

Mining 0.0 -0.1 0.0 0.6 0.3 -0.1 0.4 0.2 0.1 0.1 

Manufacturing 2.2 1.6 2.2 3.2 1.6 1.9 2.4 2.1 1.1 1.5 

Construction -0.2 -0.2 0.1 0.5 0.3 -0.1 0.4 0.2 0.1 0.1 

Services 1.1 3.7 6.8 9.5 4.3 5.2 6.8 6.0 2.8 4.7 

Real GDP 3.1 5.0 8.9 14.2 6.6 6.9 10.2 8.6 4.3 6.5 
         4.0-4.5 6.5 - 7.0 

By Expenditure            

Consumption 2.5 5.7 15.3 13.1 7.3 10.3 10.1 10.2 4.1 7.2 

Public 5.3 6.7 2.6 4.5 2.1 4.7 3.1 3.8 2.0 1.0 

Private 1.9 5.5 18.3 15.1 8.7 11.5 11.8 11.7 4.6 8.7 

Investment -0.9 0.1 5.8 13.1 4.0 2.9 8.4 5.6 4.0 2.8 

Public -11.3 -0.9 3.2 13.1 2.5 1.0 6.3 4.0 2.3 2.2 

Private 2.6 0.4 6.3 13.2 4.7 3.3 9.2 6.0 4.5 3.0 

Public Spending 0.6 4.8 2.8 6.3 2.2 3.8 3.9 3.9 2.0 1.3 

Private Spending 2.0 4.4 15.4 14.7 8.0 9.6 11.3 10.5 4.5 7.5 

Domestic Demand 1.7 4.4 13.0 13.1 6.6 8.6 9.7 9.2 4.1 6.3 

Exports 15.4 8.0 10.4 23.9 10.1 9.2 16.6 13.0 4.7 8.8 

Imports 17.7 11.1 14.0 24.4 11.5 12.6 17.6 15.1 5.5 8.7 

Net exports -4.1 -26.5 -28.7 18.7 -2.7 -27.6 6.4 -9.7 -6.3 10.0 

Real GDP 3.1 5.0 8.9 14.2 6.6 6.9 10.2 8.6 4.3 6.5 
         4.0-4.5 6.5 - 7.0 

Ppt. Contribution            

Consumption 1.8 4.2 10.4 9.8 5.4 7.3 7.5 7.4 3.0 5.2 

Public 0.7 0.8 0.3 0.6 0.3 0.6 0.5 0.5 0.3 0.1 

Private 1.1 3.3 10.1 9.2 5.0 6.7 7.0 6.9 2.8 5.1 

Investment -0.2 0.0 1.2 2.5 0.7 0.6 1.6 1.1 0.8 0.6 

Public -0.6 0.0 0.1 0.5 0.2 0.0 0.3 0.2 0.1 0.1 

Private 0.4 0.1 1.1 2.0 0.6 0.6 1.3 0.9 0.7 0.5 

Public Spending 0.1 0.8 0.5 1.1 0.5 0.6 0.8 0.7 0.4 0.2 

Private Spending 1.5 3.4 11.2 11.2 5.6 7.3 8.3 7.8 3.4 5.6 

Domestic Demand 1.6 4.2 11.7 12.3 6.1 7.9 9.1 8.5 3.8 5.8 

Exports 9.5 5.4 7.5 16.3 7.0 6.5 11.4 9.0 3.4 6.1 

Imports 9.8 6.9 9.2 15.2 7.1 8.1 11.0 9.6 3.7 5.5 

Net exports -0.3 -1.5 -1.7 1.0 -0.2 -1.6 0.4 -0.6 -0.3 0.6 

Real GDP 3.1 5.0 8.9 14.2 6.6 6.9 10.2 8.6 
4.3 

4.0-4.5 
6.5 

6.5 - 7.0 

Source: DoSM, Kenanga Research, MoF  
F: forecast, PPT: percentage point 

Wan Suhaimie Wan Mohd Saidie 
Head of Economic Research 
wansuhaimi@kenanga.com.my  

Muhammad Saifuddin Sapuan 
Economist 
saifuddin.sapuan@kenanga.com.my  
  

Afiq Asyraf Syazwan Abd. Rahim  
Economist 
afiqasyraf@kenanga.com.my  
 

Zalman Basree 
Economist 
zalman@kenanga.com.my 
 

http://www.kenanga.com.my/
mailto:resear
http://www.kenanga.com.my/
mailto:resear
mailto:wansuhaimi@kenanga.com.my
mailto:saifuddin.sapuan@kenanga.com.my
mailto:afiqasyraf@kenanga.com.my
mailto:zalman@kenanga.com.my

