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Table 1 2020

Population, million 32.4

GDP, current US$ billion 336.7

GDP per capita, current US$ 1 0401 .8

International poverty rate ($1.9)
a 0.0

Lower middle-income poverty rate ($3.2)
a 0.3

Upper middle-income poverty rate ($5.5)
a 2.9

Gini index
a 41 .1

School enro llment, primary (% gross)
b 1 05.3

Life expectancy at birth, years
b 76.0

(a) M ost recent value (2015), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Malaysia faces several structural con-
straints. Although the country is expected 
to transition from an upper middle-
income to a high-income economy at 
some point between 2024 and 2028, 
growth has been on a declining trend 
since the Asian Financial Crisis because of 
lower productivity growth and the quali-
ty of human capital. Malaysia also has 
limited fiscal space at a time when ade-
quate government spending is needed to 
protect vulnerable households, strength-
en health sector capacity and provide 
support to the economy. 
Malaysia is experiencing a spike in 
COVID-19 infections. After successfully 
containing and mitigating the spread of 
the virus in the first half of 2020, there has 
been a surge in infections since mid-
September. As a result, stricter mitigation 
measures were re-introduced in October, 
and further tightened in January 2021. 
These measures have included travel re-
strictions, stricter social distancing rules 
and temporary closure of non-essential 
businesses. Some restrictions have been 
gradually eased since February. 
The pandemic has also highlighted the 
weak aspects of Malaysia’s social protec-
tion system, which is fragmented and 
does not cover an estimated 40 percent 
of Malaysian workers. Most of those not 
covered are informal workers or self-
employed, who have endured the most 

severe income and employment losses 
during the pandemic. The crisis has 
strained savings buffers that were al-
ready chronically low for a large seg-
ment of low- and middle-income Malay-
sian households. 
In addition to the impact of the COVID-19 
pandemic, domestic political uncertainty 
also poses a near-term challenge to the 
economy. Since January 14, 2021 the coun-
try has been placed under a state of emer-
gency, which is likely to dampen inves-
tors’ confidence.  
 
 

Recent developments 
 
The COVID-19 pandemic and the accom-
panying mitigation measures have signifi-
cantly affected the Malaysian economy. 
Real output contracted by 3.4 percent in 
Q4 2020 and by 5.6 percent over the entire 
year. Domestic economic activity in Q4 
2020 was adversely affected by the rein-
troduction of stricter mitigation measures.  
Domestic demand was weaker in Q4 2020. 
Private consumption registered its third 
consecutive contraction in the fourth quar-
ter as household spending declined due to 
movement restrictions and a decline in 
incomes. Gross fixed capital formation 
fell, affected by the uncertainty surround-
ing the pandemic and ongoing domestic 
political developments. Net exports re-
mained resilient in the second half of 2020, 
benefitting from robust exports of electri-
cal and electronic products and rubber 
gloves. This helped to partially offset the 
weakness in domestic demand. 

MALAYSIA 

The economy contracted by 5.6 percent in 

2020, its sharpest slowdown since 1998. A 

resurgence in infections and reinstatement 

of stringent movement restrictions have 

dampened near-term recovery prospects. 

Unemployment remained elevated at 4.8 

percent in the fourth quarter, above the 

pre-pandemic rate of 3.2 percent. Follow-

ing the severe collapse in 2020, the Malay-

sian economy is projected to grow by 6 

percent in 2021, supported by the gradual 

strengthening of domestic demand follow-

ing vaccine deployment and cautious im-

provement in external demand.  

FIGURE 1  Malaysia / Real GDP levels: Actual vs pre-covid 

trend 

FIGURE 2  Malaysia / Actual and projected poverty rates and 

real private consumption per capita  

Sources: World Bank; Macro Poverty Outlook.  Sources: Department of Statistics Malaysia and World Bank staff calculations.  
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On the supply side, the services sector fell 
for the third consecutive quarter and was 
a major drag on overall growth. An in-
crease in manufacturing exports led out-
put in the sector to expand for two con-
secutive quarters. The agriculture, min-
ing, and construction sectors all contract-
ed in Q4 2020. 
Unemployment remained elevated at 4.8 
percent in the fourth quarter, well above 
the pre-pandemic rate of 3.2 percent. 
Weak labor market conditions have 
raised absolute and relative poverty 
across Malaysia and particularly in ur-
ban areas. During 2020, an estimated 
150,000–300,000 additional people fell 
below the national poverty line, which is 
approximately US$10/person/day (2011 
PPP). Inflation continued to moderate 
and access to finance remained suffi-
ciently accommodative. 
Substantial support from five successive 
economic packages between 2020-21 
amounting to approximately 20 percent of 
GDP helped to mitigate the impact of the 
pandemic. Accommodative monetary 
policy, with the central bank making a 
cumulative 100-basis-point cut in the 
overnight policy rate in 2020, ensured that 

financing conditions remained supportive 
of economic activities.  
 
 

Outlook 
 
The economy is projected to grow by 6 
percent in 2021, a more moderate pace 
than previously estimated.  The projec-
tion was revised downward by 0.7 per-
centage points since the AM2020 MPO 
because of the increase in COVID-19 in-
fections in the country, political uncer-
tainty and slower than expected vaccine 
rollout in advanced economies. Growth is 
expected to be supported by the gradual 
strengthening of domestic demand fol-
lowing vaccine deployment beginning 
March, 2021 and cautious improvements 
in external demand. The strength and 
timing of Malaysia’s economic recovery, 
however, will depend largely on the time-
ly availability of an effective mass vac-
cination program. The vaccination pro-
gram is expected to cover at least 30 per-
cent of the population by August 2021. 
Nevertheless, it is anticipated that in the 
medium term, output for the economy is 

unlikely to return to the levels seen before 
the pandemic.  
The growth outlook is subject to consider-
able downside risks. On the external front, 
further delays in the implementation of 
vaccination programs could lead to recur-
rent lockdowns in advanced economies 
and dampen global growth.  
Upside risks include a successful mitiga-
tion of the third wave and an effective roll 
out and implementation of vaccination 
programs.  This could lead to a faster than 
expected recovery in domestic demand 
and greater investor confidence. 
The number of Malaysians living below 
the national poverty line is projected to 
decrease gradually and remain at pre-
pandemic levels until 2022. This projec-
tion is predicated on the assumption that 
recovery in household employment and 
incomes is likely to be uneven, with tour-
ism and other high-contact service occu-
pations expected to be among the slowest 
to improve. The projection is also contin-
gent upon a substantial rebound in em-
ployment and continued government 
relief measures to protect poor and vul-
nerable households pending the full re-
covery of the economy.  

TABLE 2  Malaysia / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.8 4.3 -5.6 6.0 4.2 4.4

Private Consumption 8.0 7.6 -4.3 4.5 6.2 5.9

Government Consumption 3.2 2.0 4.1 2.0 1.2 1.0

Gross Fixed Capital Investment 1.4 -2.1 -14.5 6.5 3.7 3.2

Exports, Goods and Services 1.9 -1.3 -8.8 7.9 4.9 4.4

Imports, Goods and Services 1.5 -2.5 -8.3 6.2 5.3 4.4

Real GDP growth, at constant factor prices 5.0 4.4 -5.6 6.0 4.2 4.5

Agriculture 0.1 2.0 -2.2 4.3 2.7 2.7

Industry 3.3 2.3 -6.1 6.7 3.4 3.6

Services 6.9 6.1 -5.7 5.7 5.0 5.2

Inflation (Consumer Price Index) 1.0 0.7 -1.1 1.7 1.8 1.9

Current Account Balance (% of GDP) 2.2 3.4 4.4 3.7 2.9 2.8

Net Foreign Direct Investment (% of GDP) 2.3 2.5 1.2 1.8 2.0 2.1

Fiscal Balance (% of GDP) -3.8 -3.4 -6.2 -6.0 -4.6 -4.3

Debt (% of GDP) 51.2 52.5 62.2 62.7 63.7 63.8

Primary Balance (% of GDP) -1.7 -1.2 -3.8 -3.7 -2.3 -2.1

International poverty rate ($1.9 in 2011 PPP)a,b 0.0 0.0 0.0 0.0 0.0 0.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 0.1 0.1 0.1 0.1 0.1 0.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 1.7 1.4 1.6 1.5 1.2 1.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2011-HIS and 2015-HIS.Actual data: 2015. Nowcast: 2016-2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2011-2015)   with pass-through = 0.7 based on private consumption per capita in constant LCU. 


