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About BCS

The MIDA Business Conditions Survey (BCS) aims to

provide timely insights into the economic outlook of Malaysia’s

manufacturing sector.

By assessing key indicators such as sales, production levels,

and investment activities, the report serves as a vital tool for

stakeholders to monitor industry performance, anticipate

trends, and make informed decisions.

The survey's findings reflect the sentiment of the business

community, offering a comprehensive view of the sector's

resilience, potential challenges, and future growth prospects.

Each BCS provides a snapshot of the sector’s

current state, while the 3-month forward outlook projects

potential trends, enabling policymakers and industry players to

take proactive steps for sustainable economic development.
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Executive Summary

Malaysia’s industrial sentiment in Q3 2025 reflects a structural shift where competitiveness is increasingly defined by supply chain integration, and capacity
utilisation rather than expansion alone. The E&E sector continues to act as the diagnostics lens for the broader manufacturing ecosystem.

Key Highlights:

➢ Sales & Production Activity:
Approximately 67.9% of firms reported stable or increased sales , while 71.4% saw steady or higher production volumes , particularly in Penang,
Selangor, and Kedah.

➢ Employment & Cost Pressures:
82.2% of businesses maintained or grew their workforce , despite 89.3% facing stable or increased wage costs and 92.1% reporting rising input
prices.

➢ Domestic Supply Chain :
60.7% of manufacturers operated at over 61% capacity , supported by 97.1% satisfaction with delivery speeds and Selangor serving as a sourcing
hub for 71.5% of firms.

➢ Global Supply Chain & MNCs:
44.3% of manufacturers are directly involved with MNCs , primarily exporting E&E and machinery to the USA (71.5%), China (49.3%), and
Singapore (41.7%).

➢ The National Budget 2026:
Tax incentives are the top priority for 25.7% of manufacturers , with 62.1% expecting these measures to catalyze future investment and innovation.

➢ Quarterly Forecasts:
For Q4 2025, 81.4% expect stable or growing sales , 70.0% anticipate steady orders , and 95.0% plan to maintain or raise wage levels.

➢ Overall Business Sentiment :
While 47.1% feel uncertain about near-term revenue , 40.0% remain confident in growth , backed by a supportive investment climate perception 
held by 40.7% of respondents.
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A. SALES & PRODUCTION ACTIVITY

Overall Business Performance Q3 2025 reflects a

positive trend across several key areas, including sales

performance and production volume. While facing global

headwinds, the sector remains resilient, backed by

steady demand in the Electrical & Electronics (E&E)

industry and optimistic business sentiment toward

Malaysia's investment climate and execution of Budget

2026 initiatives.

➢ Sales Performance: 67.9% of respondents reporting

an increase or stable sales performance.

i. Leading Industry: E&E, with 12.1% of companies

reporting an increase or no change particularly

showing strength in Penang, Selangor and Kedah.

ii. Other Growing Industries: Fabricated Metal

Products (4.3% increase), Machinery & Equipment

(4.3% increase) and Transport Equipment (3.6%).

E&E recorded the 

strongest sales 

performance ahead of 

Fabricated Metal 

Products, Machinery & 

Equipment, and 

Transport Equipment.

➢ Production Volume: Mirrors the positive sales

performance sentiment with 71.4% of companies

reporting an increase or no change (42.9%

increase).

i. Leading Industry: E&E remains the leading

industry, with 12.9% of companies reporting

consistent or growth in production volumes.

ii. Other Growing Industries: Fabricated Metal

Products (5.0% increase), Transport Equipment

(3.6%), and Chemicals & Chemical Products

(3.6%).
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Figure 1: Trend in Sales & Production Activity for Q3 2025
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A. SALES & PRODUCTION ACTIVITY (CONT’D)

➢ Inventories/Stocks: The category achieved a positive sentiment with significant majority

of 79.3% of respondents reported that their inventories remained stable or increased

during the period (45.0% increase).

i. Leading Industry: E&E led this trend, with 15.0% of companies reporting stable or higher

stock levels, including 10.0% who expressed an increased in their inventories.

ii. Supporting Industries: Fabricated Metal Products (7.1% increase), Machinery &

Equipment (4.3% increase) and Transport Equipment (3.6%) also showed notable

growth in inventory holdings.

iii. State Performance: Selangor emerged as the leading state for inventory growth at

22.9% (including a 9.3% direct increase), followed by Johor (14.3% increase) and

Penang (9.3% increase).

➢ Backlogs: A significant 33.6% of participants

reported controlled backlog levels, stating they

were trending downward.

i. Leading Industry: E&E with 9.3% of companies

reporting decreased or stable backlogs, notably

supported by industrial activity in Penang,

Selangor and Kedah.

ii. Other Operational Efficiency Industry: Fabricated

Metal Products (3.6% decrease), Plastic

products (2.9% decrease), and Rubber Products

(2.9% decrease).
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B. EMPLOYMENT & COST PRESSURES

The observed stability in employment and upward wage adjustments in Q3 2025 reflect Malaysia’s ongoing

policy focus on raising median income and accelerating the shift toward higher value-added activities

supported by the Government’s proactive industrial policies such as the New Industrial Master Plan (NIMP)

2030 and Budget 2026.

➢ Employment Trends: 82.2% of businesses reporting staffing levels either unchanged or grown.

i. Strongest Growth: E&E industry, with 15.0% of companies reporting stability or growth, including a

7.1% increase in recruiting manpower.

ii. Leading States: Selangor (22.9% combined stability/growth), followed by Johor (8.6% increase) and

Penang (5.7% increase).

iii. Other Growing Industries: Machinery & Equipment (5.0% increase), Fabricated Metal Products (2.9%

increase), and Transport Equipment (2.9% increase).

➢ Wage Costs: Upward trend for a significant majority (89.3%) of companies reporting an increase or no

change.

i. Leading Increases: E&E industry, with 17.9% reporting stability or rising wages, including an 8.6%

direct increase.

ii. Strong Increases: Selangor (25.7% combined) and Penang (11.4% direct increase).

iii. Notable Growth: Machinery & Equipment (6.4% increase), Fabricated Metal Products (5.0%

increase), and Plastic Products (4.3% increase).
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Figure 3: Trend in Employment & Cost 
Pressures Q3 2025
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➢ Input Prices: Similarly registering an upward trend, with 92.1% reporting prices either held steady or rose.

i. Highest Increase: E&E industry, with 20.0% reporting price stability or rises.

ii. Notable Trends: Machinery & Equipment (6.4% increase), Fabricated Metal Products (4.3% increase), and Food Manufacturing (3.6% increase).

iii. Regional Impact: Selangor experienced the sharpest rise in input price (22.1% combined), followed by Johor (9.3% increase), and Perak (5.7%

increase).

While positive for household income, rising input and wage costs may pressure margins for export-oriented firms if productivity growth lags behind,

particularly as 32.9% of manufacturers identified material and energy costs as one of the factors influencing business decision for 2025.

B. EMPLOYMENT & COST PRESSURES (CONT’D)

BCS Q3/ Outlook Q4 20256

The full version of this 
document is available for 

purchase via E-stats:
e-statsmida

https://e-statsdata.mida.gov.my/


C. DOMESTIC SUPPLY CHAIN

Malaysia’s manufacturing sector maintains high operational

resilience, with robust capacity utilisation and an efficient

supplier ecosystem supporting regional growth.

➢ Capacity Utilisation Level: The majority of

manufacturers (60.7%) operated at a capacity level of

61% and above during the third quarter.

i. Sector Leadership: E&E achieved the highest utilisation,

with 16.4% of respondents in the sector operating

between 61% and 100%.

ii. Secondary Sectors: Machinery & Equipment followed at

6.4%, with Fabricated Metal Products ranking third at

5.7% for the same high-utilisation range.

iii. State Performance and Regional Rankings: Companies

in Selangor led the performance, with 17.9% reaching

the 61–100% utilisation bracket, while Penang ranked

second at 15.7% and Johor third at 12.9% in high-

capacity operations.
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Figure 4: Level of Capacity Utilisation for Q3 2025
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C. DOMESTIC SUPPLY CHAIN (CONT’D)

➢ Supplier Logistics: Satisfaction with delivery times remains

high, with 97.2% of respondents reporting Fast or Moderate

logistics performance.

i. Sectoral Efficiency: The E&E sector reported the highest

logistical satisfaction, with 20.7% of companies noting Fast or

Moderate delivery.

ii. Follow-up Sectors: Fabricated Metal Products (11.4%) and

Machinery & Equipment (10.7%) also maintained efficient

logistics chains.

iii. State Efficiency: Logistical performance is most robust in

Selangor, with 25.7% of companies reporting Fast or Moderate

times, followed by Johor (23.6%) and Penang (20.7%).

➢ Local Supplier Ecosystem: Selangor is the dominant hub for

local sourcing, serving as a supplier base for 71.5% of

participating companies.

i. Regional Sourcing Hubs: Other major states for local suppliers

include Penang (49.3%), Johor (41.7%), Kuala Lumpur

(36.1%), and Kedah (16.0%).

ii. Enhanced Insight: This strong regional ecosystem supports

the 26.4% of companies that rely on local suppliers for 71–

100% of their raw materials and intermediate products.

40.7%

32.9%

26.4%

0-50%

51-70%

71-100%

Percentage Respondent

Le
ve

l o
f 

Lo
ca

l S
u

p
p

lie
r

Figure 6: Level of Local Supplier for Q3 2025
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D. GLOBAL SUPPLY CHAIN & MNCs

Malaysia’s status as a premier regional production hub remains robust, evidenced by stable import

trends and deep integration with global supply chains. This position is further reinforced by participation

in frameworks like Regional Comprehensive Economic Partnership (RCEP) and Comprehensive and

Progressive Agreement for the Trans-Pacific Partnership (CPTPP), which facilitate the high-value

exchange of goods with key global markets.

➢ Global Supply Chain & MNC Engagement: 44.3% of manufacturers reported direct involvement

with Multinational Corporations (MNCs) in Q3 2025, underscoring deep global integration.

i. Leading Sectors: The E&E sector is the most globally integrated at 14.3%, followed by Machinery

& Equipment (6.4%) and Plastic Products (4.3%).

ii. Regional Hubs: Penang remains the primary gateway for global supply chain involvement at

15.0%, followed by Johor (10.7%) and Selangor (10.0%).

➢ Trade Conflict Impact to Business Strategies:

A vast majority of 88.6% of businesses perceive

the impact of global trade conflicts and

protectionism as either Impactful (35.7%) or

Neutral (52.9%), reflecting a balanced strategic

outlook.

i. Impactful Sector: The E&E sector exhibits the

trade conflict will be impactful (8.6%) or neutral

(11.4%) to their business strategies, followed

by Fabricated Metal Products impactful (2.9%)

or neutral (7.1%) and Plastic Products impactful

(2.9%) or neutral (4.3%)

Involvement in Global Supply Chain / Engagement 
with MNCs

Yes

44.3%
No

55.7%
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D. GLOBAL SUPPLY CHAIN & MNCs (CONT’D)

➢ MNC Client & Product Ecosystem: The profile of MNC engagement highlights Malaysia’s role in high-value manufacturing exports to major global economies.

i. Primary Markets: The United States (71.5%) is the leading destination for MNC clients, followed by China (49.3%), Singapore (41.7%), Japan (36.1%), and

Taiwan (16.0%).

ii. Top Export Products: E&E products (including semiconductors and computers) lead at 39.1%, followed closely by Machinery, equipment, and parts (34.4%)

and Manufactures of metal (20.3%).

iii. The table below shows the top 5 Major Products imported by MNCs clients/exported by companies:

Major Products Percentage Level

Electrical and electronic (E&E) products (including integrated circuits, semiconductors,

smartphones, and computers, etc.)
39.1%

Machinery, equipment, and parts (including Industrial machinery and other mechanical

appliances used in manufacturing, etc.)
34.4%

Manufactures of metal (including fabricated metal components, iron and steel products,

etc used in construction, automotive assembly and other manufacturing activities)
20.3%

Chemical and chemical products (including industrial chemicals, plastics, pharmaceutical

raw materials, etc essential for manufacturing, medical, agricultural and other sectors)
12.5%

Transport equipment (including automotive parts & subassemblies, engine components,

transmission parts, electronic control modules, etc)
7.8%

Table 1: Top 5 Major Products imported by MNCs clients/exported by companies

The scale of these exports creates a robust demand for localised production, offering a gateway for local and foreign companies in Malaysia to supply the high-

spec components required by these MNCs.
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E. THE NATIONAL BUDGET 2026  

➢ Positive Impacts of the National Budget 2026: Business sentiment toward

Budget 2026 reveals that tax incentives (25.7%) is the top priority for businesses,

followed by SME & export support (14.3%), digitalisation & AI support (7.9%),

talent & workforce development (7.1%) and sustainability & green transition

(7.1%).

i. Industry Resilience: E&E anticipate the most positive impacts across the budget

areas (Tax, SME & Export, Digital, Talent & Workforce, and Sustainability) with

16.4% combining these categories, followed by Machinery & Equipment at

8.6%, and Fabricated Metal Products at 7.1%.

➢ Impact of Tax Incentives on Investment and Innovation: A significant majority

(62.1%) of businesses expect that the new tax incentives will act as a catalyst,

providing essential encouragement for their future investment and innovation

initiatives.

i. Industry Impact: E&E demonstrates the most robust response to these

measures; a combined 17.1% of firms reported significant or some

encouragement, notably ahead of Machinery & Equipment (10.0%) and

Fabricated Metal Products (9.3%).

ii. State Impact: By state, Johor leads in positive expectation (Significant or Some

encouragement) at 20.0%, followed by Selangor (18.6%) and Penang (17.9%).

➢ Perception of the National Budget 2026 Impact on Operations:

The perceived impact of the budget's focus on industrial upgrading,

digital transformation, and sustainability is confident with majority

positive and neutral impact more than 90%.

i. Industry Perception: E&E reports the most stable perception with

19.3% combining from Positive impact and Neutral impact,

followed by Fabricated Metal Products (11.4%) and Machinery &

Equipment (11.4%).

ii. State Perception: By state, Selangor holds the most favourable

and neutral perception at 27.1%, followed by Johor (23.6%) and

Penang (20.0%).

BCS Q3/ Outlook Q4 202511

The full version of this 
document is available for 

purchase via E-stats:
e-statsmida

https://e-statsdata.mida.gov.my/


F. QUARTERLY FORECASTS 

The operational performance observed in Q3 has established a neutral-to-cautious forward outlook for Q4 2025, as manufacturers navigate a landscape of

stabilized demand and sector-specific growth.

While the overall sentiment remains tempered, specific indicators suggest underlying resilience:

➢ Sales Outlook: Maintained a neutral sentiment with 81.4% of respondents anticipate that sales prices will either increase or remain unchanged.

i. Industry Leadership: E&E leads with 17.1% of companies reporting stability or growth, including 5.7% confident in a direct increase.

ii. Other Positive Industry: Machinery & Equipment (5.0% increase) and Rubber Products (3.6% increase).

iii. Leading State: Selangor, where 22.1% of companies expect stable or growing sales, followed by Johor (10.7% increase) and Penang (4.3% increase).

➢ Order Forecast: Recorded a neutral sentiment with 70.0% of respondents expecting orders to increase or hold steady.

i. Leading Industry: E&E continues to stand out, with 14.3% of companies reporting stable or increased orders and 7.1% confident in growth.

ii. Secondary Industries: Machinery & Equipment (5.7% increase) and Fabricated Metal Products (5.0% increase).

iii. Leading State: Johor leads order expectations at 19.3% combined stability/growth, with a strong 12.9% direct increase.
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Figure 7: Comparative Analysis of Sales Outlook Growth and Order Forecast for Q4 2025 

Sales Outlook Order Forecast
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F. QUARTERLY FORECASTS (CONT’D)

➢ Employment Outlook: Reflects a neutral sentiment with 

89.3% of manufacturers plan to either maintain or increase 

their staffing levels.

i. Sectoral Drive: E&E remains the primary driver for hiring, 

with 17.9% reporting stability or growth, where 5.7% 

planning increases.

ii. Follow-up Sectors: Machinery & Equipment (5.0% 

increase) and Fabricated Metal Products (4.3% 

increase).

iii. Leading State: Selangor at 22.9% combined 

stability/growth, followed by Johor (10.0% increase) and 

Penang (7.9% increase).

➢ Wage Forecast: Shows a positive sentiment with 95.0% of companies indicating they will 

either maintain or raise wage levels.

i. Impacted Industry: E&E leads with 18.6% reporting stable or rising wages, with 6.4% 

projecting increases.

ii. Significant Rises: Machinery & Equipment (7.1% increase) and Fabricated Metal Products 

(3.6% increase).

iii. State Leadership: Selangor at 25.7% combined, with 7.1% direct increase, followed by 

Johor and Penang, both at 9.3% direct increase.
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Figure 8: Wage Forecast vs Employment Outlook for Q4 2025

Wage Forecast Employment Outlook
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G. OVERALL BUSINESS SENTIMENT 

➢ Confidence in Revenue Growth (Next 3 Months): Business sentiment is characterised by a degree of caution, with 47.1% of respondents indicated Uncertain outlook

about revenue growth. However, 40.0% of companies remain Confident in their growth prospects.

i. Sectoral Optimism: The Electrical & Electronics (E&E) sector is the most optimistic, with 18.6% of respondents falling into the Confident or Uncertain categories. Machinery

& Equipment (10.7%) and Fabricated Metal Products (8.6%) also show relatively high sentiment in these categories.

ii. Regional Outlook: Selangor expresses the highest level of growth expectation with a combined Confident and Uncertain sentiment of 24.3%. Johor (20.0%) and Penang

(17.1%) follow as the next most optimistic states.

➢ Factors Influencing Business in 2025: Market demand (domestic and export) remains the most critical factor for businesses, identified by 52.9% of all companies.

i. Industry Impact: The E&E sector is most sensitive to market demand at 10.7%, followed by Fabricated Metal Products (6.4%) and Machinery & Equipment (5.7%).

ii. Leading States: Selangor and Johor are equally concerned with demand fluctuations, both at 12.9%, while Penang follows at 10.7%.

➢ Investment Climate and Government Incentives: The overall perception of Malaysia's investment climate is largely Neutral (51.4%), though a significant 40.7% of

respondents view it as Positive and supportive.

i. Key Industry: E&E companies are the most optimistic about the climate with 20.0% expressing a Positive or Neutral sentiment, followed by Fabricated Metal Products

(10.7%) and Machinery & Equipment (10.0%) also maintain a supportive outlook.

ii. Company Location: Selangor holds the most positive or neutral view of the investment landscape at 23.6%. Johor (22.1%) and Penang (19.3%) continue to show strong

support for current government policy frameworks.
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