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Economic Growth contracts 6.2% YoY In 1Q09 
 
Real GDP growth contracted sharply by 6.2% YoY in 
1Q09 from +0.1% in 4Q08, worse than market’s 
expectations of -3.5% for 1Q09. The 1Q09 GDP 
contraction marks the sharpest pace of decline in eight 
years since 4Q98 when GDP contracted by 11.2%.   
 
Domestic demand contracted by 2.9% YoY in 1Q09, 
with private consumption posting a small decline of 
0.7% - the slowest pace since 1Q99 (-2.7%).  
Consumer confidence eroded amidst the spike in 
retrenchments and the deteriorating labour market 
conditions.  
 
Private consumption declined marginally by 0.7% in 
1Q09 (+5.3% in 4Q08) as consumers turned cautious 
over job security. Consumer sentiment was further 
dented by the falling equity prices since 4Q08, which 
has rebounded since April. However, lower interest 
rates, cheaper petrol prices, reduction in EPF rates, and 
easing inflation provided some relief to consumers.   
 
Public consumption grew moderately by 2.1% in 1Q 
(+12.7% in 4Q08) due to higher expenditure on 
emoluments as well as supplies and services.   
 
Total fixed investment contracted for the second 
consecutive quarter by 10.8% in 1Q (-10.2% in 4Q08), 
due to the decline in private investment activities.  In 
1Q09, federal government’s gross development 
expenditure rose 55.4% YoY to RM8.2bn, reflecting 
the higher spending on agriculture, rural development, 
and education.   
 
Export suffered the biggest contraction of 15.2% in 
1Q09, the second consecutive quarter of decline (-
13.3% in 4Q08) due to sluggish demand for 
electronics and lower commodity prices.  Imports fell 
even sharper by 23.5% in 1Q09 (-10.2% in 4Q08). 
 
On the supply side, the services sector succumbed to 
the fallout in the manufacturing sector, declining 
marginally by 0.1% in 1Q09 (+5.7% in 4Q08).  Sub-
sectors of utilities, real estate and business services, 
transport and storage, and wholesale and retail, 
contributed towards the decline.   
 
 

 
 
 
 
 
 
The manufacturing sector contracted sharply by 
17.6% in 1Q (-8.8% in 4Q08), due to the continued 
sluggish global demand which was most evident for 
the export oriented industries (-23.1% in 1Q09 vs -
13.4% in 4Q08).  Due to slower construction activities, 
output growth of domestic oriented industries also 
declined by 15.9% in 1Q (-2% in 4Q08).  Capacity 
utilization in 1Q09 for the manufacturing sector fell to 
59% overall, from 66% in 4Q08.      
 
The mining sector contracted by 5.2% in 1Q09 (-
5.7% in 4Q08) following lower output of oil and 
natural gas.      
 
The agriculture sector declined by 4.3% in 1Q09 
(+0.5% in 4Q) due to lower production of palm oil and 
rubber.      
 
The construction sector was the only sector which 
registered a marginal growth of 0.6% in 1Q09 (-1.6% 
in 4Q08), supported by higher construction of office 
space and development of high end residential sub-
sector.  Growth in the civil-engineering sub-sector was 
dampened by the slower take-off of key infrastructure 
projects.   
 
Real GDP, demand and supply side components (% 
YoY) 
 

2007 2008 1Q08 2Q08 3Q08 4Q08 1Q09
Real GDP 6.3 4.6 7.4 6.7 4.7 0.1 -6.2
Demand side
Private Consumption 10.8 8.4 11.7 9 8.1 5.3 -0.7

Public Consumption 6.6 11.6 14.7 10.9 6.9 13.8 2.1

Investment 9.6 1.1 6 5.6 3.1 -10.2 -10.8
Exports 4.2 1.5 6 9.7 5.1 -13.4 -15.2
Imports 5.4 2.2 3.4 8.4 8.2 -10.1 -23.5
Supply side
Agriculture 2.2 3.8 6.3 6 3 0.5 -4.3
Mining 2.3 -0.8 3.7 -0.5 -0.5 -5.7 -5.2
Construction 4.6 2.1 5.3 3.9 1.2 -1.6 0.6
Manufacturing 3.1 1.3 7 5.6 1.8 -8.8 -17.6
Services 9.7 7.3 8.5 8.2 7.1 5.6 -0.1  

* The GDP has been rebased from 1987 prices to 2000 prices. 

Source: DOS, CIMB/CIMB-GK Research (28 May 2009) 

 

 Real GDP growth contracted sharply by 6.2% YoY in 1Q09 from +0.1% in 4Q08 amid slow economy activities and 
weak demand.   

 In view of slowing pace of declines in global indicators, stabilisation of global demand as well as the follow-through 
impact of fiscal spending and monetary easing, the central bank foresees gradual improvement in economic growth 
in 2H09.   
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Gradual improvement in 2H09 
Malaysia’s leading index declined for the fifth 
consecutive month by 0.7% in February but at a much 
smaller pace when compared to -3.0% in January. This 
signals that the economic downturn will likely continue 
into 2H, but, at a milder pace.   
 
The drastic declines in exports and production, 
dragged down by de-stocking and collapsing demand, 
are likely to stablilise in 2H09 at the back of increase in 
orders and stock replenishment.   

 
In view of slowing pace of declines in global indicators, 
stabilisation of global demand as well as the follow-
through impact of fiscal spending and monetary easing, 
the central bank foresees gradual improvement in 
economic growth in 2H09.  The market revised the full 
year real GDP estimate range between -3.00% to        
-6.5%.   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source:  CIMB Research Report, 28 May 2009 

 
 
Disclaimer: Neither the information nor any opinion expressed constitutes an offer, or an invitation to make and offer to buy or sell any 
securities.  Investors are advised to read and understand the contents of the prospectus before investing.  Among others, investors should 
consider fees and charges involved.  Investors should seek financial advice regarding the appropriateness of investing in any securities or 
investment strategies discussed or recommended herein and should understand that statements regarding future prospects may not be 
realized.  Investors should note that income from securities, if any, may fluctuate and that each security’s price or value may fall or rise.  
Accordingly, investors may receive back less than originally invested. Information has been obtained from sources believed to be reliable 
and Prudential Fund Management Berhad does not warrant its completeness or accuracy.  Opinion and estimates constitute our judgment 
as of the date of this material and are subject to change without notice. 
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