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Malaysia 

Malaysian manufacturing growth weakens but optimism hits multi-year high

 Headline Nikkei PMI at lowest since last October 

 Faster falls in both output and new orders  

 Hiring up and optimism hits highest in over four 

years 

Latest survey data indicate that the health of 

Malaysia’s manufacturing economy weakened further 

at the start of the second quarter. However, despite the 

downturn, firms remained optimistic and continued to 

boost staffing levels, suggesting that business 

conditions could improve over the coming 12 months. 

Weak start to second quarter... 

The Nikkei Malaysia Manufacturing PMI™ fell from 

49.5 in March to 48.6 in April, indicating a third 

successive monthly decline in the health of the sector. 

The latest reading was the lowest since October last 

year, suggesting the rate of deterioration has 

accelerated at the start of the second quarter. 

PMI-implied GDP estimates
1
 suggest that the April 

survey data are indicative of annual GDP growth of just 

below 5%, down from an estimated 5.2% in the first 

quarter. 

Output volumes shrank further to show the largest 

slide in production for nine months, in line with waning 

demand for Malaysian products. The drop in new 

business inflows was the third consecutive monthly 

decline and the steepest since July 2017. Export sales 

also fell. Lower new order volumes meant 

manufacturers cut back on purchasing activity and 

tapped existing stocks of inputs to meet production 

requirements.  

...but optimism at four-and-a-half year high 

While the near-term prospects for the manufacturing 

sector deteriorated, longer-term expectations were 

seen as more positive. Malaysian manufacturers 

remained optimistic about the 12-month outlook for 

production. The PMI’s gauge of business expectations 

in fact rose to the highest for four-and-a-half years in 

April.  

Malaysia PMI and economic growth 
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Firms commonly mentioned that higher sales forecasts 

and new product models are expected to underpin 

future growth. 

Greater business confidence boosted hiring. Higher 

employment was reported for a sixth month running 

during April.  

Rising prices 

Manufacturers raised their factory gate prices again in 

April, and at the fastest rate for seven months, as raw 

material costs continued to climb. The rate of growth of 

input costs remained marked, though noticeably lower 

than the 2017 average. A strengthening exchange rate 

has helped to contain imported inflation to some extent. 

The ringgit has appreciated nearly 6% against the 

dollar since the start of the year.  

 

1
In the case of Malaysia, using the PMI Output Index against GDP, 

instead of headline PMI, improves the correlation to over 80%. 

Source: Using PMI survey data to nowcast Malaysia’s GDP (2018). 
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