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Executive Summary 

Malaysia's economy rebounded by 3.1% in 2021, although the recovery has been wave-like, 
punctuated by further lockdowns. Devastatingly high floods in Malaysia’s economic centre in 
December, which are predicted to increase in Malaysia due to climate change, also had a 
detrimental effect. However, a successful vaccination campaign has allowed the country to 
gradually reopen up domestically since mid-year. The recovery was driven by private sector 
spending, and in particular strong external demand for manufactured goods and 
commodities, especially for E&E products (semiconductors), for which Malaysia is an 
important production location. This allows for decades of export surpluses to be continued. 
Likewise, with the relaxation of Covid-restrictions, domestic consumption recovered. Private 
investment was lifted by higher capital spending in particular by export-oriented 
manufacturers. In tandem, the labour market recovered, although underemployment and 
youth unemployment remain high for structural reasons. Also noteworthy is rising public debt 
due to constant budget deficits, with the legacy burdens of 1MDB playing a role.  Policy-wise, 
2021 was marked by another change of government, the third since 2018, as well as a 
suspension of parliament due to a declared state of emergency. Policy reforms are missing.  
 
Regarding bilateral relations with Switzerland, total trade rebounded to pre-pandemic values, 
with trade excluding previous metals now almost balanced.  Direct investment from 
Switzerland has declined sharply, but Switzerland remains a significant investor. With CHF 
1.349 mio. of exports in goods, Malaysia ranks behind Singapore, Thailand and Vietnam in 
ASEAN. 
 
Meanwhile, inflation rates in commodity exporter Malaysia remain moderate, partly due to 
price controls and subsidies. Looking forward, the further course of Malaysia's economic 
recovery as an open emerging market will depend to a large extent on the economic 
performance of key trading partners like China, as well as issues like continuous supply 
disruptions. Its digital economy has potential, while a lot of hope is also placed in RCEP on 
the part of the government. With regard to the declared goal of a developed economy status, 
the challenges remain manifold. Malaysia must make the transformation away from reliance 
on low-skilled labour to value-added activities. 
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The main sources used in this Economic Report have been quoted primarily from Central Bank of Malaysia (Bank 
Negara Malaysia) and Department of Statistics, Malaysia, unless otherwise stated.  
 
Exchange rate obtained from the average rate of the year, according to the Central Bank of Malaysia.  
Year 2020: USD 1 = MYR 4.2016 
Year 2021: USD 1 = MYR 4.1444 

  



Economic Report 2021 - Malaysia 

 

3/24

1 ECONOMIC OUTLOOK AND ECONOMIC POLICY DEVELOPMENTS 
 
In tandem with global recovery, the Malaysian economy rebounded by 3.1% in 2021 (2020: -5.6%), 
mainly supported by a turnaround in private sector spending. The recovery was however uneven and 
significantly lower as initially expected (central bank forecast for 2021: 6 – 7.5%, IMF: 7%), as it continued 
to be affected by the imposition of certain containment measures during the year. In particular, a renewed 
lockdown in the second quarter to contain a rising Covid-19 wave strangled growth. In December, record 
floods in the economic centre of the country, Selangor, caused significant damage of estimated MRY 6.1 
bil. / USD 1.47 bil. (about 36% insured), also reflecting climate risks for Malaysia going forward. 
 
Real GDP growth in 2021: 
 

  
 
Source: Bank Negara, Developments in the Malaysian Economy, February 2022 
 
The recovery trend from the end of 2020 continued in the first five months of 2021, and this despite the 
imposition of a second so-called Movement Control Order (MCO), as most businesses were allowed to 
continue to operate. Together with continued policy support, domestic demand gradually improved, while 
external demand and robust exports further cushioned the recovery. The recovery momentum was, 
however, interrupted by the re-imposition of a nationwide lockdown in June, including domestic travel 
restrictions and business closures, following a rapid resurgence of cases. These measures weighted on 
household spending and investment activity in the third quarter (-4.5%, Q2: +16.1%), particularly 
affecting the services and construction sector. Consequently, a rapid mass vaccination drive allowed 
restrictions to be gradually lifted, starting in August. Restrictions on movement and operating capacity 
were eventually lifted in October 2021 and economic activities picked up again. Overall, less restrictive 
measures compared to 2020 as well as better adjustments to the new norm, and particularly the rapid 
vaccination progress have reduced the adverse impact on households and businesses in 2021.  
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Domestic demand anchored growth in 2021. From a demand perspective, private consumption 
registered a modest recovery of 1.9% in 2021, as the expansion in employment and subsequent increase 
in private sector wages contributed towards increased household spending. In addition, policy support 
remained available for impacted households and businesses. Private investment grew by 2.6%, lifted by 
higher capital spending in particular by export-oriented manufacturers. In contrast, public sector 
expenditure remained modest, mainly due to a continued contraction in investment by public 
corporations. 
 
Malaysia’s labour market improved in 2021, with the unemployment rate falling from 4.9% in January to 
4.2% in December, still significantly higher than the 3.3% before the pandemic. Youth unemployment 
(15-24y.) continued to rise to 13.7% amid economic uncertainty and job mismatches. Labour force 
participation improved to 68.6%. Improvement in employment growth was driven mainly by the service 
sector. Aggregate nominal wages in the private sector grew only marginally in 2021 (0.4%), driven mainly 
by manufacturing sector wages (3%). However, there is also a rise in underemployment and low paying 
jobs, reflecting structural issues in the labour market such as skills mismatches, rise of the informal and 
gig economy, and the lack of affordable childcare, according to the World Bank.1 
 
Malaysian goods kept being in global demand, especially commodities like palm oil, as well as 
manufactured goods like semiconductors. The rebound in world growth and trade activity lead to record-
high Malaysian exports (USD 299.2 billion, + 26%), causing the E&E sector to boom. This has allowed 
Malaysia to maintain a surplus in its current account throughout the pandemic, even as it runs deficits in 
services and income. The surplus in 2021 amounted to USD 12.9 billion or 3.5% of GDP (2020: USD 
14.5 billion / 4.2% of GDP). The booming E&E-sector also attracted foreign direct investments back to 
Malaysia, with net FDI inflows improving to USD 13.3 billion, contributing 3.7% to GDP growth.  
 
Malaysia’s external debt rose to USD 258.3 billion in 2021 (2020: 231.2), or 69.3% of GDP (2020: USD 
231.2 billion or 67.6% of GDP). The central bank’s, Bank Negara (BNM), international reserves increased 
to USD 116.9 billion at the end of 2021 (2020: USD 107.6 billion), sufficient to finance 7.7 months of 
retained imports and 1.2 times the short-term external debt. Due to constant fiscal deficits, national debt 
continues to rise, standing at USD 236.4 billion at the end of December 2021 or 63.4% of GDP (2020: 
62.1%). The national statutory debt limit had only been increased to 65% in October 2021, from 60% 
previously. The central government fiscal deficit widened to 6.4% of GDP in 2021 from 6.2% in 2020 due 
to higher pandemic-relief spending and low revenue. Despite a record spending plan in the 2022 budget, 
the fiscal deficit is expected to reduce back to 6.0%. However, Malaysia’s fiscal space is generally 
narrowing, with increasing fiscal rigidity and crowding out of discretionary spending. As the World Bank 
highlights, Malaysia’s tax framework is in need of reform, as government revenue has been on a 
downward trend since 2012, driven by declines in oil-related revenues and consumption taxes.  
 
The following are some major economic developments and policy changes in Malaysia in 2021: 

 In January, Malaysia’s king declared a national emergency until August to battle the pandemic, 
granting vast powers to the executive. Parliament remained suspended. Consequently, in April, 
the government tapped in an oil-backed trust fund to finance its vaccine procurement.  

 In February, the Prime Minister launched the Malaysia Digital Economy Blueprint (MyDIGITAL), 
a digital transformation direction plan to improve digital literacy, create high-income jobs, make 
the finance sector easier, provide virtual educational access and bring medical facilities to 
remote towns. 5G services were to be introduced in stages by the end of 2021. MyDIGITAL also 
wants to ensure that 875’000 micro, small and medium enterprises accept the use of e-
commerce and contribute 22.6% to GDP by 2025. 

 In April, the National e-Commerce Strategic Roadmap 2.0 (NESR 2.0) was approved, which 
should serve as a catalyst for the growth of the Malaysian e-commerce ecosystem, with a target 
value of RM 1.5 trillion by 2025.  

 The central bank issued a Climate Change and Principle-based Taxonomy (CCPT) as a guiding 
document for the financial sector on how to assess climate-change related activites and support 
the transition to a low-carbon future.  

 The central bank also announced a liberaliation of its foreign exchange policy. One of the 
measures is the removal of the export conversion rule: Resident exporters may now manage the 
conversion of export proceeds according to their foreign currency cash flow needs. 

 The National Recovery Plan was announced as an exit strategy from the pandemic on June 15th. 
The plan established the necessary parameters to transit out of Covid-measures in a total of four 
phases. On January 3, 2022, Malaysia reached the 4th and final stage, with an almost fully dually 
vaccinated adult population.  

                                                      
1 World Bank Economic Monitor December 2021 
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 In July, the government allowed the 3rd withdrawal of pension (EPF) funds. As of October 2021, 
a total of USD 24.4 billion has been withdrawn under the three schemes, leading to significant 
depletion.  

 In September, the government presented the 12th Malaysian Plan, a development blueprint that 
is intended to set out the guiding principles for government policy in the next 5 years. The plan 
sets ambitious targets to raise household income, develop high-tech industries, and create more 
high-skillled job in a bid to achieve high-income status by 2025. The plan also declares a Net-0 
target by 2050 for Malaysia. For these purposes, the plan sets aside a total of USD 96.5 billion.  

 The 2022 Budget by the government is the largest to date, at USD 80.1 billion. The budget didn’t 
introduce new burdens, except a one-off special windfall tax on companies with extraordinary 
taxable profits; with a 33% tax rate on incomes above USD 24.1 million.  

 In November, the government launched the National Action Plan on Forced Labour. This comes 
after the issue has come under international spotlight, with the United States downgrading 
Malaysia to the lowest Tier 3 in its TIP report on human trafficking. In December, the US blocked 
imports from palm oil giant Sime Darby on allegations of forced labour practices, the 3rd 
Malaysian company in 2021 after FGV (palm oil) and Top Glove. In March 2022, Malaysia furhter 
ratified the ILO Protocol of 2014 to the Forced Labour Convention.  

 
For 2022, Malaysia’s GDP is expected to grow 5.3 – 6.3%, according to the central bank’s latest forecast, 
underpinned by a resumption in private consumption (+9%) in the wake of the lifting of Covid-measures.  
However, as a highly export-oriented economy, Malaysia is exposed to the course of the global economy. 
Risks are seen in declining demand in key export markets such as China (due to strict Covid-19 
lockdowns), as well as Europe (due to the war in Ukraine), in addition to ongoing supply chain issues, 
and an unpredictable pandemic. However, the central bank expects Malaysia to be able to cushion these 
effects through its highly diversified economy. 
 
In line with global developments, Malaysia’s annual inflation rate in 2021 showed an increase of 2.5% 
(2020: -1.2%), driven mainly by increases in fuel prices and the lapse in the effect from the tiered 
electricity tariff rebate. Global supply-side disruptions however had a muted effect, as price increases 
were absorbed along supply chains. However, price increases were recorded towards the end of the 
year in particular in the food items segment. Ceiling prices on fuel and certain food items, however, keep 
the rise in inflation in Malaysia in check. As a major commodity exporter in the region, Malaysia is 
currently benefiting from the rise in global commodity prices, but a prolonged period of global inflation 
would also have an impact on price levels in Malaysia. The monetary policy stance by the central bank 
is announced to remain accommodative to recovery, with the current record-low OPR of 1.75% to raise 
in the 3rd quarter by 0.25 basis points. Also, while government coffers are currently benefiting, institutions 
such as the World Bank warn that Malaysia needs reforms to put government revenues on a sound 
footing in the longer term. 
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Domestically, the expiry of government support measures and the loan moratorium in March 2022 
threatens to have an impact on domestic consumtion levels, although the exact consequences remain 
to be seen. The relatively high level of household debt in Malaysia (89% to GDP) remains a concern, 
despite a decline from record levels (93.2%), but bulk of household borrowers remain resilient. Similarly, 
more than one-third of SMEs, which make up the bulk of the economy at 98% of businesses and were 
most affected by the pandemic, remain in loan restructuring initiatives and thus in a financially difficult 
position. In addition, the permission to draw on pension assets has led to a depletion, as half of pension 
fund members have no significant savings left, which could have profound consequences going forward. 
Accordingly, the Asian Development Bank (ADB) sees the biggest policy challenge for Malaysia as 
helping poor households return to pre-pandemic norms. For the World Bank, it is key that targeted 
support measures remain in place,  
 
Structurally, the Malaysian economy needs reforms in order not to fall behind regionally. Dependence 
on low-wage foreign labor remains high in certain sectors, which prevents pressures to adapt to 
automation and mechanization. Malaysia also needs to find a way to move away from assembly-based 
manufacturing to a knowledge-based, innovative economy, as outlined in the 13th Malaysia Plan. The 
World Bank expects Malaysia to achieve high-income and developed nation status somewhere between 
2024 and 2028. 
 
 
2 PRIORITY SECTORS AND OPPORTUNITIES FOR SWISS COMPANIES  
 
Malaysia is a highly diversified emerging market, with services and manufacturing as the two key drivers 
of growth. The service industry, which accounts for 57% of the national economy, recorded a return to a 
1.9% growth in 2021 (2020: -5.5%), as containment measures continue to affect sectors with direct 
customer contact (retail, dining out, recreational). Gradual adaptation to the measures, as well as 
increased use of delivery services and greater adoption of e-commerce however mitigated these effects. 
Online retail trade activity grew on average by 18.4% in 2021, making Malaysia one of the world leading 

countries in this field. Malaysia’s e-
commerce revenue surpassed RM1 
trillion (USD 241.3 billion) in 2021, 
said the Malaysia Digital Economy 
Corporation (MDEC). The country is 
on track to achieve its target of 
RM1.65 trillion by 2025. The 
pandemic has given digitalization a 
further push, as the usage of e-
wallets has increased by 131% to 
over 600 million transactions in 2020. 
Malaysia is still a cash-based society, 
however, the percentage of 
Malaysians who used cash payments 
has dropped 11% to 78% during the 
pandemic. The digital economy is 
expected to play a key enabling role 
in the recovery, in Asia as well as in 
Malaysia.2 Malaysia has the highest 
social media penetration rate (81%), 
and the second highest smartphone 
penetration rate (83%) in Southeast 
Asia. 

 
The finance and insurance sub-sector of the service industry expanded throughout the year 2021, driven 
by sustained net interest income and strong growth in premiums and less claims respectively. Malaysia 
is the world-leading center for Islamic finance solutions, constituting a major growth area going forward, 
also combining sustainability with sharia-compliance. Malaysia is also a thriving market for halal products 
and services.  
 
In 2022, the services sector is expected to benefit from the further opening of the economy and, in 
particular, the reopening of the country's borders on April 1 and resumption in international tourism. 
 

                                                      
2 World Economic Forum, 10.2.2022, How digitalization is making South and Southeast Asia engines of growth 
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Improvement in the domestic economy in 2021 was fairly uneven, as the pace of recovery differed across 
sectors. However, strong external trade supported an exceptional performance of the manufacturing 
sector (24.3% of economy), which expanded by 9.5% (2020: -2.6%), driven primarily by the E&E sector, 
which continues to play central role in Malaysia’s economy. In Penang in particular, a semiconductor 
industry ecosystem has formed, imbedded in global supply chains, in which Swiss companies also 
participate. The pandemic has highlighted in particular the important role of Swiss companies based in 
Malaysia play as intermediary suppliers. Aided by structural shifts towards digitalization, the E&E sector 
recorded a robust growth of 14.6% (average: 2010-2019: 6.4%) driven by strong demand for products 
associated with remote working, e-commerce, cloud-based services, and medical devices. 
 

 
 
Services and manufacturing have been the mainstay sectors for Swiss companies in Malaysia over the 
years and continue to be so according to their growth potential. Malaysia as a manufacturing location 
continues to benefit from its strategic location at the center of Asian supply chains, a well-developed 
infrastructure, a pro-business environment, as well as a young, well-educated and English-speaking 
workforce. In the context of the relocation and diversification of supply chains in Asia, Malaysia thus 
continues to offer an interesting location option for Swiss companies, particularly in the E&E sector and 
for the machinery industry.   
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Malaysia’s major import products in 2021:  

 
Source: MITI Trade Performance for 2021, Media Statement 
 
The agriculture sector which forms 7.2% of the total economy, contracted by 0.2% (2020: -2.2%) in 2021 
due to weaker oil palm output. This was amid acute impact from labour shortages and floods which 
continued to affect harvesting yields. Palm oil is the mainstay of Malaysian agriculture. The construction 
sector (3.7%) also declined by 5.2% (2020: -19.4%), as the industry faced limitations on operating 
capacity and the stop-start nature of construction works, due to the movement restrictions.  
 
In a regionally competitive environment, the rollout of 5G services will be crucial. Malaysia has chosen 
an unusual model of a single wholesale network for this purpose, with a new state entity called Digital 
Nasional Berhad (DNB), owning the spectrum licenses and building out the physical network 
infrastructure. Ericsson was commissioned for this. However, a 70% stake in DNB will be given to telcos. 
It was argued that this model should reduce costs and speed up the process. Malaysia in this way wants 
to achieve 80% coverage by 2024. 
 
The start-up scene in Malaysia is broad, with a great wealth of ideas, which is mainly supported by 
government grants. However, only a few manage to mature and leapfrog to market maturity, also 
because long-term financial support, especially from private investors, is largely lacking.  
 
Bank Negara (BNM), Malaysia’s central bank, in January 2022 launched the Financial Sector Blueprint 
2022-2026, which sets out the bank’s development priorities for the financial sector over the next 5 years, 
with five priority areas. The priorities are funding Malaysia’s economic transformation, elevating the 
financial well-being of households and businesses, advancing digitalisation of the financial sector, 
positioning the financial system to facilitate and an orderly transition to a greener economy, and 
advancing value-based finance through thought leadership in Islamic finance. Malaysia is already the 
largest provider of Islamic finance solutions, an area that promises further growth - which Swiss financial 
institutions in Malaysia confirm for their own business. The digitization of the financial sector plays 
another important role. Bank Negara will also award five digital banking licenses in 2022 from among 28 
applicants. BNM is also evaluating the potential of a Central Bank Digital Currency (CBDC). However, 
there are no plans by BNM to recognise cryptocurrencies as legal tenders in Malaysia, citing price 
fluctuations, exposure to cyberthreats, lack of scalability and negative impact on the environment. 
 

3  FOREIGN ECONOMIC POLICY 
 
3.1 Host country’s policy and priorities 
 
Malaysia supports the rule-based multilateral trading system under the World Trade Organisation (WTO), 
while pursuing trading arrangements to complement the multilateral approach to trade liberalisation. So 
far, Malaysia has signed and implemented 7 bilateral FTAs and 8 regional FTAs, with a focus on the 
Asia-Pacific region. Its bilateral FTAs are with the following countries: Japan, Pakistan, New Zealand, 
India, Chile, Australia, and Turkey. Malaysia is also part of the Association of Southeast Asian Nations 
(ASEAN), whose members established the ASEAN Free Trade Area (AFTA) in 1993. At the ASEAN 
level, Malaysia is part of 6 regional FTAs with AFTA, the countries being China, South Korea, Japan, 
Australia, New Zealand and India. In March 2022, the Regional Comprehensive Economic Partnership 
(RCEP), the world's largest free trade zone which includes 14 countries, came into effect in Malaysia.  
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The main objective of RCEP is to streamline and amalgamate ASEAN FTAs with its Dialogue Partners 
into a single regional trade agreement/rule of origin procedure that can contribute to strengthening 
regional value chain activities. A total of 58% (2021) of Malaysia’s trade is with RCEP countries. 
However, via the regional ASEAN FTAs, all tariffs on ASEAN exports to the respective six countries have 
already been removed. Thus, it is expected that the benefits of RCEP for companies will lie primarily in 
the harmonization of customs procedures than in reductions in tariffs; as the cost of delays at the border 
can be quite high and often hit the bottom line more than a tariff rate adjustment. A commitment to move 
trade documentation online or clear express cargo within six hours could turn out to be the most important 
point of the RCEP for many companies. According to the Socio-Economic Research Centre Malaysia, 
the RECP is expected to generate a net positive effect on Malaysia, with a net increase in GDP of 
between 0.8% and 1.7%. Malaysia hopes that RCEP will be a substantial tool for the country's recovery 
from the Covid 19 crisis. 
 
Negotiations for an FTA with the EU (MEUFTA) reached an impasse in 2012 as both sides 
had exhausted their negotiating options at that time.  Subsequently, it was agreed that negotiations 
would resume when a fresh mandate or degree of flexibility become available to both sides. Malaysia 
and the EU are currently continuing their own internal assessments with their stakeholders on the way 
forward. 
 
In January 2021, Malaysia initiated a WTO dispute complaint against the European Union’s Renewable 
Energy Directive II (REDII), which intends to phase out the usage of palm oil in biofuels classified as 
unsustainable by 2030. WTO has agreed to establish an expert panel.  
 
Malaysia is still evaluating the ratification of the Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (CPTPP) and has not committed to a specific date. According to statements by the 
current Minister of International Trade and Industry, ratification is targeted by the third quarter of 2022. 
As a reason for the delays, the Ministry has pointed out that local laws must first be adjusted.3 There has 
been a vocal lobby against the CPTPP in Malaysia, arguing that the country would lose policy flexibility, 
while government-linked companies would be restricted in the preferences that they can give to local 
SMEs under the FTA’s government procurement chapter.4 
 
 
3.2 Outlook for Switzerland (potential for discrimination or comparative advantage) 
 
The Malaysia - European Free Trade Association (EFTA) Partnership between Malaysia and Iceland, 
Liechtenstein, Norway and Switzerland has undergone eleven rounds of negotiations since March 2014.5 
The last two rounds were conducted online in May and September 2021, after negotiations had been 
dormant since February 2020 due to a change in government in Malaysia and the onset of the pandemic. 
The next round of negotiations is scheduled for May 2022 in Geneva. 
 
The treaty aims at establishing a rules-based trading environment, as well as an enhanced market 
access for goods and services. In the coming rounds of negotiations, the partners must strike a balance 
that also includes sustainability provisions for oilseed products (palm oil). The conclusion of a FTA 
between Malaysia and the EFTA will improve the competitiveness of Swiss exports to Malaysia. Swiss 
companies could benefit from using Malaysia as a ‘springboard’ to other countries in the region.  
 
The Double Taxation Agreement of 30th December 1974 and the Investment Guarantee Agreement of 
1st March 1978 between Switzerland and Malaysia have paved the way for the development of bilateral 
trade between both countries. Negotiations to update the investment protection agreement have been 
underway since September 2021, and the third round will take place in May 2022 in parallel with the FTA 
negotiations.  
 
In the pharmaceutical industry, Switzerland has been recognised by the Malaysian authorities as a 
reference country for Certificates of Pharmaceutical Product (CPPs), along with other countries such as 
the USA, Australia, Japan, Canada and a number of European states.6 
 
There are no specific discriminative policies being implemented against Switzerland. State interventions 
of Malaysia affecting Switzerland per year have been numbering as follows (Source: Global Trade Alert): 
 

                                                      
3 The Edge 08.03.2022 
4 Channel News Asia 18.01.2019 
5 See EFTA Website for negotiation reports 
6 Ministry of Health, Malaysia 
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4 FOREIGN TRADE 
 
4.1 Developments and general outlook 
 
4.1.1 Trade in goods 
 
Riding the wave of recovery in global demand, Malaysia’s total trade in 2021 recorded its highest figure 
ever, surpassing RM2 trillion (USD 537 billion) for the first time and registering the fastest growth since 
1994 (+24.8%), after two years of contraction. The trade surplus continues to widen, this year by 37.7% 
to USD 61 billion, the fifth consecutive year of double-digit growth. This was also the largest trade surplus 
thus far, representing Malaysia’s achievement in sustaining a trade surplus for 24 consecutive years 
since 1998. Malaysia’s trade performance was in tandem with countries in the region, notably Indonesia, 
Taiwan, China, South Korea, Thailand and Singapore, which were also recovering from the impact of 
the pandemic. Being Malaysia’s largest trading partner for 13 consecutive years, trade with China 
continued to increase its share of total trade to 18.9%, expanding by 27%. The United States are 
Malaysia’s third largest trading partner with 9.7% of total trade. Trade with the European Union (EU) in 
2021 constituted 8.1% of the total, rebounding 25.8% from the year before. 
 
Exports 
 
Malaysia’s exports in 2021 grew by 26% to USD 299 billion, driven by robust external demand and higher 
global commodity prices. Exports to major trading partners namely ASEAN, China, the United States, 
Japan and the European Union recorded double-digit expansion. Exports to China recorded a new high 
in 2021 (+20.6%), and similar momentum was reported for the United States (+30.4%), driven by 
manufactured goods. Exports to ASEAN made up 27.7% of Malaysia’s total exports, rebounding 28.7%. 
Exports to the EU improved by 22.8%, buoyed by strong exports of manufactured and agriculture goods 
such as electrical and electronic products (E&E), palm oil, as well as rubber products. In 2021, significant 
growth in exports was also recorded to emerging markets notably Costa Rica, Kenya, Egypt, Nigeria, 
Ghana and Iraq. 
 
E&E products continue to hold the biggest share of Malaysia’s total exports at 36.8%, recording a 18% 
rise compared to the previous year. The increase was powered by robust demand for semiconductors, 
telecommunications equipment, office machines, and automated data processing equipment due to 
remote working and learning trends as well as business digitalization. Malaysia being a significant 
commodity exporter, exports in petroleum products (+54.6%) and palm oil products (+44.9%) also saw 
significant increases, the same goes for top export categories like chemical (+39.3%), rubber (+45.8%) 
or metal products (+67.1%).  
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Gross exports by products and markets 
 

 
 
Imports 
 
In 2021, Malaysia’s total imports rose by 23.3% to USD 238 billion. China has remained the largest 
import source since 2011 (23.2%), followed by Singapore, Taiwan, the USA, and Japan. These countries 
contributed 55.4% to the total imports. Imports from ASEAN amounted to a 23.6% share of Malaysia’s 
total imports, while the EU accounted for a 7.8% share. Imports from ASEAN picked up by 33.1% in 
2021, while imports from China grew 33% and from the US by 7.4%. Imports from the EU improved by 
30.1%, mainly being E&E products, chemical products as well as machinery, equipment and parts. 
 
Going forward, Malaysia’s trade growth is anticipated to sustain its positive momentum in 2022, 
underpinned by continuous global demand for E&E products on the one hand, and commodity-based 
products on the other. However, global developments like the emergence of new Covid-19 variants and 
disruptions in supply chains may have some adverse effects. In addition, growth slowdowns in key 
markets such as China due to lockdowns and Europe due to the war in Ukraine could impact Malaysia’s 
trade performance in the coming year.   
 
 
4.1.2 Trade in services 
 
The overview of trade in services is published by the Malaysian Department of Statistics in June of the 
following year. In 2020, total trade in services had contracted significantly by 33.8% to USD 55.4 billion, 
with the deficit recording its highest value ever at USD 11.3 billion. These figures are primarily attributable 
to the slump in the tourism sector, as travel is usually the mainstay of Malaysia's trade in services. Travel 
now showed a deficit for the first time in 30 years. Tourism usually is the third-largest contributor to 
Malaysia’s GDP, after the manufacturing and commodities sectors. In 2019, the sector had contributed 
about 15.9% to the total GDP. Total trade in services as a contribution of GDP at current prices accounted 
for 16.1% in 2020. Top service export destinations in 2020 were, in a descending order, the USA, 
Singapore, UK, Hong Kong and China. Since Malaysian international borders remained closed to tourists 
in 2021, no significant improvement in numbers is expected for 2021. 
 



Economic Report 2021 - Malaysia 

 

12/24

 
Source: Department of Statistics Malaysia 
 
In March 2017, China and Malaysia launched a Digital Free Trade Zone (DFTZ), promising benefits to 
digital trade partners by streamlining trade processes related to e-commerce.7 Malaysia’s e-commerce 
industry is expected to grow to USD 8 billion by 2025. Malaysia’s DFTZ aims to help SMEs and especially 
start-ups by removing barriers to e-commerce such as high tax rates, customs clearances and inspection 
of goods.  
 
 
4.2 Bilateral trade 
 
4.2.1 Trade in goods 
 
The total bilateral Swiss – Malaysian trade in 2021 rebounded to pre-pandemic values at CHF 2.17 billion 
(2020: CHF 1.92 billion), in line with the recovery of the global economy. Total exports from Switzerland 
to Malaysia increased 15% while total imports from Malaysia increased by 9.4%. Switzerland continues 
to maintain a trade surplus with Malaysia. Interestingly, however, this only applies to total trade; excluding 
the significant exports of precious metals to Malaysia, the trade balance is now almost balanced, as 
import growth has been consistently higher than that of exports.8 
 

 
                                                      
7 The Diplomat, 25.07.2020 

8 See Annex 4 



Economic Report 2021 - Malaysia 

 

13/24

Source: Swiss Customs Administration 

Precious metals continue to take the biggest share of exports at about 46%, followed by machinery and 
pharmaceutical products. Meanwhile, Switzerland continues to import mainly machinery from Malaysia. 
With the exception of exports of pharmaceuticals and imports of precious metals, all trade categories 
have seen increases in 2021.9 Imports of rubber products from Malaysia continued to grow strongly 
(+78.5%, CHF 116 million), due to high demand for medical gloves during the pandemic.  
 

 
 
Source: Swiss Customs Administration, Data for 2021 is preliminary 

 

 
 
Source: Swiss Customs Administration, Data for 2021 is preliminary 

 

                                                      
9 See Appendix for details 
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Swiss imports of palm oil from Malaysia continue to decline steadily (2021: -21.2%), in tandem with 
generally lower Swiss imports of this commodity (total imports in 2021: -15.8%). Switzerland imported 
3265 metric tons from Malaysia in 2021, 20.3% of Switzerland's total palm oil imports, making Malaysia 
the third most important import source, after Ivory Coast and Solomon Islands. 
 

 
 
Source: Swiss Customs Administration 
* Data for 2021 is preliminary 

 
The two sectors that continue to be of strong interest for Malaysian companies for exports from 
Switzerland to Malaysia are pharmaceuticals and machinery. It is forecasted that the situation will remain 
similar for the time being. The comparative advantage in those sectors for Swiss products remains their 
high quality, precision and reliability. 
 
As Malaysia is moving towards an upper-middle-income nation, more than half the population are in the 
middle- to high-income groups and have growing purchasing power. Lifestyles are becoming more 
sophisticated and modern, leading to the greater consumption of imported consumer products from 
western countries. When making purchase decisions about such products, consumers place a premium 
on products that feature high quality and safety standards, and items that provide superior function or 
performance. A prime example is within the drugstore or pharmacy channel, where premium ranges are 
driving category growth, while larger sections of supermarkets are allocated for products that contain 
organic or all-natural ingredients. 
 
 
4.2.2 Trade in services (if data available) 
 

 
 
Source: Department of Statistics Malaysia 
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Detailed data on trade in services across various sub-sectors between Switzerland and Malaysia remains 
relatively scarce and is not provided by the national database or the central bank of Malaysia. In general, 
Malaysians continue to be interested in tourism in Switzerland; Swiss higher education, especially 
hospitality courses; and the financial services of Switzerland. 
 
 
5 DIRECT INVESTMENTS 
 
5.1 Developments and general outlook 
 
In parallel with the global improvement in the pandemic situation in 2021, the investment climate in 
Malaysia also recovered. Private investments grew by 2.6% (2020: -11.9%), lifted by higher capital 
spending particularly in machinery and equipment. This was due to capacity expansion by export-
oriented manufacturers to meet the resurgence in global demand. Improved investments were 
accordingly recorded in the high-value added electrical & electronics (E&E), as well as the metals 
industry. Temporary reintroduction of Corona containment measures, on the other hand, led to continued 
weakness in the construction sector, especially in regards to residential and non-residential buildings. 
 
Public investment continued to decline, however at a slower pace of 11.4% (2020: -21.3%), supported 
by spending on fixed assets by the federal government. The continued progress of large infrastructure 
projects such as the East Coast Rail Link (ECRL), Mass Rapid Transit (MRT), and the Pan Borneo 
Highway, provided some support to growth, as these projects were allowed to operate during lockdowns. 
However, containment measures continued to weigh on capital spending by public corporations.  
 
The improvement in global FDI in 2021 also proved positive for Malaysia. Malaysia’s net FDI inflows 
improved to USD 13.3 billion, contributing 3.7% to GDP growth and reversing a decline a year earlier 
(2020: USD 3.3 billion). Encouraged by global and domestic economic recovery, global MNCs expanded 
their capacity and undertook new investments in Malaysia. The E&E sector, which is particularly 
important for Malaysia and is benefiting from global digitization and technology upcycling, played a 
particular role in this regard. Overall, net FDI growth was broad-based, driven by the manufacturing and 
financial services sectors. The total stock of FDI in the country rose by USD 6.5 billion to USD 192.2 
billion, with Singapore remaining the largest investor at 21.2%, followed by Hong Kong at 10.8% and 
Japan at 10.4%.  
 
According to the Malaysian Investment Development Authority (MIDA), Malaysia attracted a record 
amount of approved investments worth USD 74 billion in the manufacturing, services and primary sectors 
in 2021, a jump of 83.1% from the pandemic crisis year of 2020. This achievement was led by a strongly 
resurging manufacturing sector (USD 47.1 billion, +113.7%), driven especially by the booming E&E 
industry (USD 35.7 billion or 81.5% of total FDI, +979%). The manufacturing sector contributed 64% of 
the total approved investments, followed by the services sector at 31%, while the primary sector stood 
at 6%. These significant numbers indicate continued confidence from international investors. 
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Source: MIDA Investment Performance Report 2021 
 
FDI rebounded strongly (USD 50.3 billion, + 224.9%), contributing 68.1% of the total, while domestic 
direct investments declined 5.1% to USD 23.6 billion. The top five sources of approved FDI for the 
manufacturing, services and primary sectors were the Netherlands (USD 18.8 billion), Singapore (USD 
11.4 billion), China (USD 7.6 billion), Austria (USD 4.6 billion) and Japan (USD 2.4 billion), accounting 
for 88.9% of total FDI.  
 
In an effort to attract FDI, the Malaysian central bank introduced further liberalization of its foreign 
exchange policy in April 2021. One of the new measures is the removal of the export conversion rule, 
allowing resident exporters to manage the conversion of export proceeds according to their foreign 
currency cash flow needs. Also, resident exporters can now settle domestic trade in foreign currencies 
with other residents involved in the global supply chain. In addition, resident corporates may undertake 
commodity derivatives hedging directly with non-resident counterparties. 
 
In the 2020 World Bank Ease of Doing Business report, Malaysia was placed 12th best amongst the 190 
surveyed economies, ranking second in ASEAN behind Singapore. Malaysia is particularly adept at 
dealing with construction permits, providing electricity, and offering a legal regime that protects minority 
investors and shareholders. However, it is weak in helping entrepreneurs start new businesses, 
collecting and administering taxes, and facilitating cross-border trade. 
 
The central bank, in its latest forecast, expects private investments to further recover by 5.3%, supported 
by the continued expansion in global demand and the implementation of new and ongoing investment 
projects. Public investment is projected to resurge 9.6% in 2022, driven by continued capital spending 
by both the government and public corporations. In turn, the Socio-Economic Research Centre (SERC) 
described private investment to remain cautious due to increased operating costs, supply disruptions, 
rising material costs as well as the shortage of workers amid the ongoing Russia-Ukraine war. 
 
 
5.2 Bilateral investment 
 
Swiss investment in Malaysia began in the early 1900s with the establishment of Nestlé and DKSH. Over 
the years, FDI from Switzerland has continued to make its presence felt in manufacturing, financial 
services, and through the establishment of regional offices for Southeast Asia and Oceania. Most 
companies produce for the international market. 
 
Between 1980 and 2021, 231 manufacturing projects from Switzerland, with total investments of USD 4 
billion, were approved by the Malaysian Investment Development Authority (MIDA), and are expected to 
have created a total of 23’411 potential jobs.10 These manufacturing investments are mostly centred on 

                                                      
10 Malaysian Investment Development Authority (MIDA) 
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the electrical and electronics, machinery and equipment, food manufacturing, and chemical industries.  
 
After some significant investments in 2020, FDI from Switzerland declined in 2021, according to MIDA. 
In regards to the manufacturing sector, Switzerland was ranked 12th amongst foreign investors with four 
approved projects by MIDA, totalling USD 54 million worth of investment (2020: USD 685 million), with 
the creation of 146 new jobs.11 
 

 
 
Source: Swiss National Bank (SNB) 

 

 
 
Source: IMF 
 
According to the IMF, Switzerland had USD 9.4 billion in inward direct investment positions in Malaysia 
as of end-2020, placing it as Malaysia’s number six foreign investor, before countries like the UK and 
Germany. The IMF hasn’t registered any direct investment positions of Malaysia in Switzerland.  
 
There are approximately 150 Switzerland-linked companies in Malaysia. Among them, three companies 
are listed in the Malaysian stock exchange: Nestlé, DKSH and Zurich Insurance.  
 

                                                      
11 See appendix No. 5 
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Source: Swiss National Bank (SNB) 

 
Attractive features that Malaysia continues to offer to Swiss companies include a well-developed 
infrastructure, an ecosystem of supporting industries, relatively low business costs (e.g., low labour 
costs, rental costs, and annual incremental costs), a pool of well-educated workers, good English 
language skills and a and a reliable legal framework for business and investment. 
 
 
6 ECONOMIC AND TOURISM PROMOTION 
 
6.1 Swiss foreign economic promotion instruments  
 
Switzerland Global Enterprise (S-GE), with its mandate from the Swiss Parliament, is the key promotion 
agency related to exports, imports and investments for Switzerland and Liechtenstein. Its focus is very 
much on supporting small and medium enterprises. Given the limited staff resources, a resource sharing 
arrangement has been established with the Embassy of Switzerland in Malaysia; 50% of the local trade 
officer’s time is allocated to S-GE activities. 
 
To achieve maximum cooperation, especially for market information and business opportunities with the 
ASEAN member countries, the Swiss Business HUB (SBH) ASEAN, with its regional head office in 
Singapore, was set up in 2005. The three Swiss Embassies participating in the SBH ASEAN are 
Malaysia, Singapore (which also covers Brunei) and Vietnam. Indonesia became a new independent 
hub in 2017. The remaining ASEAN countries continue to co-operate with S-GE on a case-by-case basis.  
 
SBH ASEAN-Malaysia supports a number of Swiss companies every year, in various sectors such as 
energy, laboratory, medical device, pharmaceutical, MEM, education, nanotechnology and consumer 
products, in order to expand operations or to explore potential activities in Malaysia. The SBH provides 
market entry information, advice related to the relocation of investment and distribution partner searches. 
It also provides initial links with government agencies, opening doors to future cooperation. 
 
On the local front, the Swiss Malaysian Chamber of Commerce (SMCC), previously known as the Swiss 
Malaysian Business Association (SMBA), was established in 2000. With 74 members (59 company 
members and 15 individual / honorary members), the SMCC also played a role in promoting trade and 
investment activities. Swiss businesspeople planning to establish companies in the country stand to 
benefit from receiving first-hand information from the established Swiss representatives and fellow 
members.  
 
The Embassy collaborates with the SMCC to share information from various platforms and organise 
events such as the Swiss Breakfast Talks, for the purpose of networking and exchanging information 
between the members. In 2021, no joint, physical events could be held due to the pandemic.  
 
 
6.2 The host country's interest in Switzerland  
 
An increase in the growth rate of overnight stays of Malaysian tourists in Switzerland was expected for 
2020 pre-pandemic, as interest in the leisure market and incentive market had shown positive demand 
from consumers and trade partners. Between January and February 2020, the number of Malaysian 
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tourists in Switzerland was recorded at 4,820 visitors, with a total of 9,272 overnights; a growth of 3% 
from the same period in 2019. 
 
Since 18 March 2020, a Movement Control Order with travelling restrictions was imposed by the 
Malaysian government to combat COVID-19. The international borders of Malaysia remained closed, 
except for those holding employment passes and Malaysians exiting the country for emergency, work 
and study purposes. It was not until October 2021 that fully vaccinated Malaysians were again allowed 
to travel internationally without having to apply for permission. Consequently, for the whole of 2021, 
Switzerland recorded a total of 3,540 Malaysian visitors with 8,506 overnights, a decline of 33.2% in 
overnights compared to 2020. In Malaysia, international travel resumed in November 2021, with an 
International Travel Bubble initiated on the island of Langkawi. Consequently, Malaysia recorded only 
197 tourist arrivals from Switzerland in 2021, compared to over 25’000 in 2019.12 Malaysia has reopened 
its borders to (fully vaccinated) visitors without quarantine after two years on April 1, 2022, transitioning 
to the ‘endemic phase’ of the pandemic. 
 
Due to the pandemic, many travel agents and tour operators have either scaled down their business 
structure, temporary diversified business direction or gone into hibernation mode. Air capacity has been 
reduced tremendously and since October 2020. However, the travel industry has gradually back in 
operations since the international travel resumed in October 2021. Although there is no direct flight from 
Malaysia to Switzerland, the current outbound air capacity is supported by the strong presence of Middle 
Eastern airlines such as Emirates, Qatar Airways, Etihad Airways and Turkish Airlines, together with 
KLM and Singapore Airlines. 
 
Switzerland is still deemed one of the ‘must visit’ or ’dream’ destinations for Malaysians. The desire to 
travel to Switzerland remains strong and has shown a good demand since the international border 
reopened. From October to December 2021, a total of 2,039 Malaysian visitors with 4,338 overnights 
were recorded in Switzerland. This figure indicates a positive recovery of 48.7% in overnights, in 
reference to 2019 (pre pandemic) over the same period.  By organizing webinars, on-line events as well 
as collaborating with travel agents, tour operators and media on recovery projects, Switzerland Tourism 
has been playing an active role in Malaysia’s market to uphold Switzerland’s presence as a preferred 
destination and to stimulate the business-to-business as well as business-to-customer market. 

Overnight volume & development (1992-2021) : 

 

                                                      
12 MYTourismData 
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ANNEX 1 – Economic structure  
 

Economic structure of the host country 

 Year 201613 Year 2021p14 

Distribution of GDP % of GDP Annual change % 

Services 54.2% 57% 1.9 

Manufacturing 23% 24.3% 9.5 

Agriculture 8.1% 7.2% -0.2 

Mining and quarrying 8.8% 6.7% 0.7 

Construction 4.5% 3.7% -5.2 

Real GDP 100% 100% 3.1 

 

Source: Economic & Monetary Review 2021, Bank Negara Malaysia (Central Bank) 

 

Distribution of Employment 2014 2019 

Primary sector 12.6% 10.3% 

Manufacturing sector 27.8% 27% 

Services 59.7% 62.7% 

 

Source: modelled ILO estimate 

 

 

 

 

  

                                                      
13 Real GDP at 2010 prices 

14 Real GDP at 2015 prices 
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ANNEX 2 – Main economic data  
 

Host country’s main economic data 

 

 2020 2021e 2022f 

GDP (USD bn)* 337.3 372.8 439.4 

GDP per capita (USD)* 10’351 11’399 13’268 

Growth rate (% of GDP)* -5.6 3.1 5.6 

Inflation rate (%)* -1.1 2.5 3 

    

Unemployment rate (%)* 4.5 4.7 4.5 

Fiscal balance (% of GDP)* -4.6 -5.5 -4.9 

Current account balance (% of GDP)* 4.2 3.5 3.9 

    

Total external debt (% of GDP)**    

Debt-service ratio (% of exports)**    

Reserves (months of imports)**    

 

*  Source: IMF, World Economic Outlook (April 2022) 
 www.imf.org/external/pubs/ft/weo 

**  Source: IMF, Article IV Consultation (or host country statistics) [indicate the date of the Art. IV 
Consultation report] 
 www.imf.org/external/country/index.htm 

 

e = estimate 
f = forecast 
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ANNEX 3 – Trade partners  
 

Trade partners of the host country  Year: 2021 

 

Rank Country Exports 
from the host 
country 
(USD billion) 

Share Change15 Rank Country Imports 
to the host 
country 
(USD billion) 

Share Change15 

          

1 China 46.3 15.5% 20.6% 1 China 55.3 23.2% 33% 

2 Singapore 41.8 14% 22% 2 Singapore 22.6 9.5% 27.2% 

3 USA 34.3 11.5% 30.4% 3 Taiwan 18.2 7.6% 29.6% 

4 Hong Kong 18.5 6.2% 12.4% 4 USA 18.1 7.6% 7.4% 

5 Japan 18.2 6.1% 20.3% 5 Japan 17.8 7.6% 19.7% 

6 Thailand 12.6 4.2% 15.6% 6 Indonesia 13.5 5.7% 52.3% 

7 Vietnam 11 3.7% 47.2% 7 South Korea 12.1 5.1% 8.6% 

8 India 10.9 3.6% 48.6% 8 Thailand 11 4.6% 32.9% 

9 Taiwan 9.8 3.3% 19.7% 9 Germany 6.1 2.6% 9.7% 

10 Indonesia 9.5 3.2% 32.5% 10 India 5.9 2.5% -1.6% 

46 Switzerland* 0.5 0.2% -26% 19 Switzerland* 1.9 0.8% 28% 

 EU 25 8.4% 22.8%  EU 18.5 7.8% 30.1% 

 Total 299.2 100% 26%  Total 238.2 100% 23.3% 

          

 

Source: Department of Statistics, Malaysia 
* Swiss numbers taken from IMF Direction of Trade Statistics (DOTS) 

Average exchange rate in 2021: 1 USD = 4.1444 MYR  

 

 

 

  

                                                      
15 Change from the previous year in % 
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ANNEX 4 – Bilateral trade  
 

Bilateral trade between Switzerland and the host country 

 Export 
(CHF million) 

Change 
(%)** 

Import 
(CHF million) 

Change 
(%)** 

Balance 
(in million) 

Volume 
(in million) 

2017  2’497 67 1’505 58.6 992 4’002 
2018 2’316 -7.2 1’022 -32.1 1’294 3’338 
2019 1’387 -40.1 752 -26.4 636 2’139 
2020 1’173 -15.5 749 -0.3 423 1’922 
2021* 1’349 15 820 9.4 529 2’169 

*) ‘Economic’ total: including gold bars and other precious metals, currencies, previous stones and 
gems, works of art and antiques 

**) Change (%) from the previous year 

 

 Export 
(CHF million) 

Change 
(%)** 

Import 
(CHF million) 

Change 
(%)** 

Balance 
(in million) 

Volume 
(in million) 

2017  741 -1.9 525 8.6 216 1’266 
2018 718 -3.1 529 0.7 190 1’247 
2019 681 -5.2 566 7 116 1’247 
2020 689 1.1 637 12.7 51 1’326 
2021*  738 7.2 736 15.4 2 1’474 

*) ‘Economic’ total: not including gold bars and other precious metals, currencies, previous stones and 
gems, works of art and antiques 

**) Change (%) from the previous year 
 

Exports 2020 2021 

% of total CHF million % of total CHF million 

1. Precious Metals 41.3 485.7 45.6 614.7 

2. Machinery 16.8 196.7 17.3 233.5 

3. Pharmaceuticals 19.1 222.8 14.3 193.0 

4. Optical & Medical Devices 4.4 50.9 5.5 74.1 

5. Paperware 4.9 57.2 4.9 65.6 

6. Watches 4.4 51.9 4.4 59.3 

7. Agricultural Products 2 23.5 2.1 28.1 

   
Imports 2020 2021 

% of total CHF million % of total CHF million 

1. Machinery 53.3 400.3 53.2 435.2 

2. Plastics & Rubber 9.7 72.4 15 122.5 

3. Precious Metals 15.3 114.7 10.2 83.6 

4. Optical & Medical devices 9.5 71 9 73.4 

5. Agricultural products 2.2 16.3 2.5 20.9 

 
 
Source: Federal Office for Customs and Border Security   
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ANNEX 5 – Main investing countries  
 

Main investing countries in the host country  Year: 2021 

Approved manufacturing projects by MIDA with foreign participation by source: 

Rank Country Direct investment 
(USD million, stock)16 

Share Variation 
(stock) 

Inflows over 
past year  

(USD million) 

1 Netherlands 18’075 41.7%  +1014% 1’622 

2 Singapore 11’236 25.9%  +413% 2’191 

3 Austria 4’566 10.5%   0 

4 China (PRC) 4’006 9.2%  - 9% 4’405 

5 Japan 1’819 4.2%  +345%  409 

6 South Korea 1’770 4.1%  +418% 342 

7 British Virgin Islands 802 1.9%  - 41% 1’363 

8 USA 277 0.6%  - 70% 909 

9 Germany 198 0.5%  - 32% 293 

10 Taiwan (Chinese Taipei)  157 0.4%  - 16% 188 

11 Luxembourg 60 0.1%  0 

12 Switzerland 54 0.1%  - 92% 685 

      

 Total 43’335 100%  +/- 209% 14’040 

 

Source: Malaysian Investment Development Authority (MIDA) 

 

 

                                                      
16 Average exchange rate in 2021: 4.1444 MYR 


