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Malaysia’s fourth quarter data has been released, showing the Malaysian economy slowing 

through the 4th quarter of 2019.  

• Malaysia’s real GDP growth in the fourth quarter has slowed to 3.6% YoY and 2.2% 

on a QoQ basis.  

• Low net exports were the primary cause in GDP growth, despite a strengthening of 

private consumption. 

• US-China trade tensions and the viral outbreak is expected to continue 

According to Focus Economics, Real GDP growth slowed to 3.6% YoY in 4Q19 compared to 

a 4.4% growth in 3Q19, significantly lower than analyst expectations of 4.2%. This is alarming 

market watchers and economists as this is the slowest rate of growth since the fallout of the 

GFC in 2009 and the worst economic performance in 10 years.  

According to RHB, Though there was higher consumer demand and private consumption at 

8.1% this quarter (3Q19: +7.0%) (which is not abnormal given that the retail sector has a 

seasonality in strength during the holiday season), in line with the MIER Business Confidence 

Index, which expanded to 88.3 in 4Q19 (3Q19: 69), suggesting higher sentiments among 

businesses amid global uncertainty. However, it was not enough to offset the sharp drop in 

exports which fell -3.3% (3Q19: -1.4%), continuing its decline and a sustained drop in imports 

at -2.2%, (3Q19: -3.3%). 

On the supply-side, there is cause for alarm in the agriculture sector, as droughts and water 

shortages are triggering a slowdown in agriculture yields, notably in palm oil, Malaysia’s most 

valuable crop export. The oil and gas and mining sectors are also at risk as the price for crude 

oil drops due to the fears of a pandemic amid an economic slowdown in China.  

Private investment improved to 4.2% (3Q19:0.3%) whereas public government investment 

improved to -7.7% from -14.1% in 3Q19. Out of the types of investments, machinery and 

equipment sector recorded accounted for better growth figures. 

  



 

  

  

Given the additional downside risk after the 4Q19 of the coronavirus outbreak and its impact 

on tourism and production, it is likely that downside risks will not be mitigated in the near future 

and could see growth being downgraded through to 1H2020. A planned government stimulus 

package (that is expected soon) should provide a much needed offset. However, its 

effectiveness and implementation remains to be seen, hence a recovery in the economy may 

only be seen in the 2H2020. 

Quoting an economist with Goldman Sachs, “Going forward, we expect sequential growth to 

improve incrementally on a mix of favourable global and domestic financial conditions and a 

moderation in trade policy uncertainty, but risks are skewed to the downside including from 

potential negative spill overs from the COVID-19 outbreak to Q1 growth. “ 

Overall, the risk profile of Malaysia tilts toward the downside, with the slowdown in China not 

only affecting Malaysia but also the rest of the world. As a result, the government should 

seriously consider reviewing its growth forecast of 4.8% this year as described in budget 2020. 

 

Sectoral analysis 

According to Kenanga Research in a summary of sectoral performance:  

The agriculture sector fell to a 14-quarter low of -5.7% (3Q19: 3.7%) on the back of severe 

supply disruptions, such as drought and dry conditions in many parts of the country and a 

result from a cutback on fertilizer application during early 2019.  



 

Manufacturing slowed to 3.0% in 4Q19 (3Q19) on a lacklustre external demand evidenced by 

weakness in the global semiconductor sales as well as being impacted by the supply 

disruption in downstream activity stemming from the agriculture sector.  

Mining declined lower this quarter to -2.5% (3Q19: -1.5%) due to improved oil production, 

partially cushioning the impact of natural gas output disruption following temporary facility 

closures. 

Construction rebounded to 1.0% (3Q19: -1.5%) the highest level since 1Q19, this was 

primarily due to the improved residential sub-sector supported by affordable housing activities, 

larger transportation and ongoing solar projects. Meanwhile non-residential sectors continued 

its contraction from a continuing supply glut of commercial properties.  

Services had slowed improved QoQ from 5.9% in 3Q19 to 6.1% in 4Q19, it had expanded on 

broad-based improvement in consumer-related spending, led by motor vehicles and finance 

sectors.  

According to BNM, “GDP growth was affected by supply disruption in the commodities sector” 

and thus affected market sentiment. There are really two forces at work here, firstly, the 

underlying economy was in fact weaker than what was expected even before the coronavirus 

outbreak (as revealed by the poor performance in 4Q2019). And secondly, the adverse impact 

of the coronavirus itself.  

The weakness of 4Q19 should be seen in the context of a very poor agricultural and mining 

sector performance, largely due to the lower palm oil output. MPOB data revealed that palm 

oil production fell 16.9% YoY and 13.6% QoQ in 4Q19 to 4.67 tonnes. This being not only the 

result of poor weather and fertilizer application but also due to a disincentive amongst smaller, 

less cost-efficient smallholders to harvest when prices are below RM2,400/ tonne which led to 

a sharply lower production level and hence a recovery of prices beyond RM3,000 due to the 

resulting supply shortage.   

 

 

 



 

Stock Market Impact 

According to Kenanga research, the coronavirus will indeed have a direct impact on aviation, 

hotels, casinos, retailers and a secondary impact on the banking system. Sectors which are 

most vulnerable to the current viral outbreak are banks, which make up 36% by market 

capitalization and 40% of earnings in the FBMKLCI.   

As the possibility of another OPR cut grows, concerns are mounting over a potential rise in 

credit charges since interest rates and banking profitability are positively correlated. Other 

players likely to be affected are in the tourism, retail and consumer industries. Most affected 

would be players the likes of Genting, Air Asia and Airport holdings.  

 

Monetary Policy 

In view of the viral outbreak and as heightened uncertainty exists in both the global and 

domestic economy arising from it, there is a higher probably that the central bank may cut 

rates further from the surprise rate cut in January 2020, with insiders citing “ample room” for 

another OPR adjustment given current economic conditions.  

I expect BNM to continue to reduce the OPR rate by 25 basis points at the next Monetary 

Policy Committee (MPC) meeting to be held on 3rd March, bringing the OPR to settle at 2.5% 

in 1H20 due to the recent external risks to the economy and heightened risks. 


