1 August 2025

Global Markets Research

Research Alert

13MP to chart the course of Malaysia in the next 5 years
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Four pillars with focus on supporting the people and economic resiliency
5Y macro targets: 4.5-5.5% GDP growth; 2-3% inflation; below 3% fiscal deficit by 2030
Neutral near-term impact; MYR to strengthen gradually over the coming year

Introduction

The 13 Malaysia Plan (13MP) 2026-2030 was unveiled yesterday with
focus largely on:

Increasing social mobility through market and education reforms.
Accelerating the implementation of the public service reforms through
amongst others, strengthening good governance.

Enhancing economic resiliency by boosting growth in sectors like
artificial intelligence, high growth high value (HGHV) and high-impact
strategic sectors, food security, green and blue economy.

Inclusive development by improving environment sustainability as
well as the quality and standard of living of the people through
affordability housing & rent-to-own scheme, education and health
reforms, as well as measures like expanded coverage for minimum
wage to graduates, semi-skilled workers.

Key targets from the macro front include:

Average GDP growth target of 4.5-5.5% for the period 2026-2030
driven by stronger growth in the manufacturing, agriculture and
mining sectors while services and construction sectors are projected
to expand at a more modest level on the supply side. On the demand
side, domestic demand will underpin growth, while exports of goods
and services moderate to +4.1% from +6.9% under 12MP.

Average inflation growth of 2-3% for the next 5 years, broadly in line
with the 2.5% average seen from the 2021-2024 period.

GNI per capita is expected to increase from $12.0k in 2024 to $17.5k in
2030 or in MYR terms, from RM54.8k to RM77.3k. This implies
USD/MYR rate of 4.42 for 2030 (current: 4.28).

Contribution of the micro, small, and medium enterprises (MSMEs) to
increase from 39% of GDP in 2023 to 50% in 2030.

Raising compensation of employees to 40% of GDP, from just one-
third currently.

Fiscal consolidation remains in focus

Fiscal deficit target of under 3.0% of GDP by 2030, narrowing from
12MP’s target of -3.0 to -3.5% of GDP, supported by gradual
implementation of subsidy rationalisation measures (RON95 due to be

Figure 1: On track to achieve 12MP
GDP growth target; 13MP target is
realistic and achievable
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Figure 2: Services continue to hold
the fort, while manufacturing,
mining and agriculture gather pace
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Figure 3: Domestic demand to drive
growth
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announced in end-September) and broader tax revenue measures,
including the previously announced capital gains tax, expanded SSTs,
service tax on digital services as well as the looming “health tax” for
tobacco and alcohol.

12MP 13MP Change

(RMbn) (2021-2025)  (2026-2030) (%)
Revenue 1,432.9 1,820.6 271
Operating expenditure 1,425.4 1,808.3 26.9
Current balance 7.6 12.3 61.8
Net DE 395.0 423.7 7.3
Gross DE 400.2 430.0 7.4
Minus loan recoveries 52 6.3 21.2
COVID-19 fund 68.7 0.0 -100.0
Fiscal balance -456.2 -411.5 9.8
% of GDP (end period) -3.5t0-3.0 <-3.0

Source: Ministry of Economy

= To make 13MP a success, a RM430bn development expenditure (DE)
has been allocated for the plan, representing a 7.4% increase from the
RM400bn allocation under the 12MP. The bulk of the allocation is
assigned for the economic (RM227bn or 52.8%) and social services
(RM133bn or 30.9%) sectors. The latter will include a RM67bn
allocation for education and RM40bn for healthcare. In addition, a
RM120bn is expected to be mobilised through GLCs/GLICs and
RM61bn through the public-private initiatives (PPP).

= Toimprove the quality of living for the people, the 13MP will also focus
on expanding the road networks, enhancing public transport services
and improving rural connectivity. Some projects in the pipeline include
upgrading the PLUS expressway, construction of the Central Spine
Road and ongoing works on the Pan and Trans Borneo Highways.

Neutral on 13MP

We are neutral on this plan but on the macro front, mirroring past
performances (12MP GDP growth estimate: 5.1%, 2021-2024 actual: 5.2%),
we opine that that the targeted growth under the 13MP is achievable
despite the near-term setback as the tariff-related impact continues to
unfold. Over a more medium term, growth will be supported by higher
investments amid continued implementation of multi-year projects, in line
with national masterplans like National Industrial Masterplan 2030,
National Semiconductor Strategy and National Energy Transition
Roadmap.

We expect little impact from the announcement of the plan on the MYR,
given that the outlined plan does not alter the fiscal picture in a significant
manner, with a gradual consolidation of the deficit still being the base
case. The MYR has weakened recently versus the USD with the greenback
rebounding across the board, and we continue to foresee an environment
of gradual appreciation in the MYR, with the USD/MYR expected to head
lower towards 4.18 over the next 12 months.
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Figure 4: Higher DE under 13MP and
focus on social services and
economic sectors
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Figure 5: Allocation to education
and healthcare to take stage in line
with the government’s four
development pillars

Allocation for Development Expenditure over
the next 5 years
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Figure 6: HGHV and Strategic Sectors
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs
of any particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as
an offer or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the
basis or a part of any contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB") to
be reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness
or suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent
the opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change
without notice and the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify
or update this report or to otherwise notify a reader or recipient thereof in the event that any matter stated herein, or any opinion, projection,
forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by
reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising
out of, contained in or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group.
These entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and
other activities for their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions
for their own account or for the account of their customers and hold long or short positions in the financial instruments. HLB Group, in
connection with its business activities, may possess or acquire material information about the financial instruments. Such activities and
information may involve or have an effect on the financial instruments. HLB Group have no obligation to disclose such information about
the financial instruments or their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of
facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained
in this report are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must
not be construed as a representation that the matters referred to therein will occur. Any projections or forecasts mentioned in this report
may not be achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the
unavailability of complete and accurate information. No assurance can be given that any opinion described herein would yield favorable
investment results. Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of their
independent financial advisor prior to taking any investment decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB
endorses, recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your
own risk. HLBB does not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report
is for the use of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in
whole, for any purpose, without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or
regulation in certain countries. Persons into whose possession this report may come are required to inform themselves about and to observe
such restrictions. By accepting this report, a recipient hereof agrees to be bound by the foregoing limitations.
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