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Note: All figures are rounded; they might not add up to 100%
Source: SME Bank Economic Research

4%
Agriculture

2%
Mining &

Quarrying

1,971
2H 2025

1,929
1H 2025

Number of respondents

State/ Region1

Size of business2 Type of sector3

Selangor

20%

WPKL

7%

Southern:
Johor

11%

Central:
Melaka, N. Sembilan
& Perak

14%

Northern:
Kedah, Perlis &
Pulau Pinang

10%

East Coast:
Kelantan, Pahang
& Terengganu

18%

East Malaysia:
Labuan, Sabah
& Sarawak

19%

Survey Respondents 
(share)

PROFILE

12%
Construction

54%
Services

• Wholesale & Retail 17%
• Food and beverages 9%
• Tranportation 5%
• Sales and repair of vehicles 4%
• Human health activities 4%
• Others 15%

25%
Manufacturing

• Food and beverages 16%
• Fabricated metal products 2%
• Rubber and plastics products 2%
• Repair and installation of equipment 1%
• Wearing apparel and textiles 1%
• Others 4%

3%
Large

41%
Micro

43%
Small

11%
Medium
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More respondents expect the economy to grow in the coming months, predominantly in micro enterprises1

RESULT (1/5)
Micro, small, and medium enterprises (MSMEs) continue to assess their future 
activity more positively as reflected by higher index of 56.8 in 2H 2025 (2H: 55.1). 
The improved trajectory was mainly supported by MSMEs’ better expectation on 
economic growth, sales, expansion and employment which o�set the more 
pessimistic assessment of costs. 

55.1
1H 2025

56.8
2H 2025

55%
1H 2025

58%
2H 2025

Higher Growth

30%
1H 2025

28%
2H 2025

Slowdown

15%
1H 2025

15%
2H 2025

No Changes

Economic growth expectation

Positive economic outlook by state

Water supply; sewerage, waste management 
and remediation activities services

Food and 
beverages 
manufacturing
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80%

Other transport 
equipment 
manufacturing

80% 76%

Medium

47% 44%

Micro

59% 65%

Small

53% 54%

1H 2025 2H 2025

Top 3

Kedah

36%

Perlis

50%

Pulau
Pinang

54%

Sabah

63%

Sarawak

54%

WP Labuan

62%

Melaka

59%

N. Sembilan

54%

Perak

57%

WPKL

55%

Selangor

54%

Johor

59%

Pahang

90%

Terengganu

51%

Kelantan

55%

 (%) respondents
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Aligned with economic growth, MSMEs show stronger optimism for future sales2

Note: All figures are rounded; they might not add up to 100%
Source: SME Bank Economic Research

RESULT (2/5)

 
 

Financing
 

9%
2H 2025

10%
1H 2025

 
 

Premise rental
 

10%
2H 2025

9%
1H 2025

 
 

Marketing and 
advertising

 

12%
2H 2025

13%
1H 2025

 
 

Transportation / 
Logistic

 

14%
2H 2025

14%
1H 2025

 
 

Utility (electric, water, 
internet)

 

15%
2H 2025

14%
1H 2025

 
 

Labour
 

18%
2H 2025

20%
1H 2025

 
 

Raw material
 

21%
2H 2025

21%
1H 2025
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(2H 2025: 68%; 1H 2025: 63%)

MSMEs continue to face high-cost environment, with more respondents expect cost to rise3
(2H 2025: 84%; 1H 2025: 83%)

Medium

69% 62%

Micro

64%
76%

Small

61% 61%

1H 2025 2H 2025

1H 2025 2H 2025

89%

Printing & recorded 
materials 

manufacturing

88%

Furniture 
manufacturing

86%

Food and beverages 
manufacturing

Top 3

100% 95% 94%

Other transport 
equipment 

manufacturing

Wearing apparel
and textiles 

manufacturing

Education services 

Top 3

Factors contributing to higher cost

Medium

89%
86%

Micro

80%
85%

Small

84%83%
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RESULT (3/5)
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Despite primarily selling to the local market, MSMEs are negatively a�ected by rising external import tari�s

MSMEs are feeling the heat from subsidy rationalisation, SST expansion and utilities tari� hike...5

Medium

48%
42%

Micro

28%
38%

Small

39%
44%

1H 2025 2H 2025

Paper and paper 
products 
manufacturing

Rubber and plastics 
products 
manufacturing

Chemicals and 
chemical products 
manufacturing

75%

65%

44%
Local

Foreign
12%

88%

Sell product to:

Other transport 
equipment 
manufacturing

Paper and paper 
products 
manufacturing

Rubber and 
plastics products 
manufacturingLocal

Foreign
32%

68%

80%80%

80%75%

80%74%

Buy input from:

External tari� & protectionism

20
+

39
=

42
-

Impact from higher 
external import tari� 
and protectionism

…while remain positive on technology adoption

Subsidy rationalisation

23
+

30
=

47
-

Electricity tari� &
mechanism

21
+

26
=

53
-

Expansion of Sales &
Service Tax (SST)

20
+

30
=

50
-

Labour policy changes

22
+

38
=

40
-

Technology adoption

58
+

36
=

6
-

Positive Impact (+)

Neutral Impact (=)

Negative Impact (-)

4
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Water supply; 
sewerage, 
waste 
management 
and 
remediation 
activities

Chemicals and 
chemical 
products 
manufacturing

Paper and 
paper 
products 
manufacturing

Top 3 sectors that are hiring:

Continuous preference for permanent sta� over temporary roles 
since 1H 2024

22%

78%

49%
33% 34% 34%

51%
67% 66% 66%

2H 2023 1H 2024 2H 2024 1H 2025 2H 2025

permanent

temporary
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RESULT (4/5)

MSMEs aim to expand workforce, a shift from previous status quo6

Cash reserves improve across MSMEs...8

MSMEs are prioritising expansion as their main focus7

Medium

57%
52%

Micro

47%
56%

Small

45%
50%

1H 2025 2H 2025

1H2025

2H2025 53%
6%

7%

41%

46%
47%

Decrease Increase No changes

80%80% 80%75% 80%75%

 
 

Expansion plan
 

74%
2H 2025

64%
1H 2025

 
 

Cost savings
 

63%
2H 2025

56%
1H 2025

 
 

Technology adoption
 

65%
2H 2025

56%
1H 2025

 
 

Marketing/branding
 

66%
2H 2025

58%
1H 2025

...micro firms remain most vulnerable.

16%
16%

37%
38%

15%
11%

31%
34%

2H 2025 1H 2025

Less than 6 months

More than 3 years

6 months to 1 year

1 to 3 years 6 months above

Basic metals 
manufacturing100% 90% 82%

Warehousing 
and support 
activities 
services

Information and 
communications 
services

Resilient sectors

Less than 6 months

Professional, 
scientific and 
technical 
activities 
services

Wood and 
products of 
wood and 
cork, except 
furniture 
manufacturing

Paper and paper 
products 
manufacturing

Vulnerable sectors

 
 32%

Medium
24%

Small
39%

Micro
52% 50% 50%

MSMEs aim to expand workforce, a shift from previous status quo6
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Disclaimer

SME BANK has exclusive proprietary rights in the data or information provided herein. This document is the property of 
SME BANK and is protected by Malaysian and international copyright laws and conventions. The data and information shall 
only be used for intended purposes and not for any improper or unauthorised purpose. All information contained herein 
shall not be copied or otherwise reproduced, repackaged, transmitted, transferred, disseminated, redistributed or resold 
for any purpose, in whole or in part, in any form or manner, or by any means or person without SME BANK’s prior written 
consent.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an 
o�er or an invitation to make an o�er, to buy or sell any securities or other investment or any options, futures or 
derivatives related to such securities or investments. It is not intended to provide personal investment advice and it does 
not take into account the specific investment objectives, financial situation and the particular needs of any specific person 
who may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any 
securities, other investment or investment strategies discussed or recommended in this report and should understand that 
statements regarding future prospects may not be realised. Investors should note that income from such securities or 
other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. 
Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future 
performance. Any information relating to the tax status of financial instruments discussed herein is not intended to 
provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their 
particular circumstances from an independent tax professional.

Any opinion, analysis, observation, commentary and/or statement made by SME BANK are solely statements of opinion 
based on information obtained from sources which SME BANK believes to be reliable and therefore, shall not be taken as 
a statement of fact under any circumstance. SME BANK does not and is in no position to independently audit or verify the 
truth and accuracy of the information contained in the document and shall not be responsible for any error or omission or 
for the loss or damage caused by, resulting from or relating to the use of such information. Analysts based in SME BANK 
o�ces produce research on macroeconomics, equities, fixed income, currencies, commodities and portfolio strategy.

SME BANK and its a�liates, subsidiaries and employees shall not be liable for any damage or loss arising from the use of 
and/or reliance on documents produced by SME BANK or any information contained therein. The contents do not imply 
or make any reference to the operations of the BPMB Group or its sister company, EXIM Bank. Anyone using and/or relying 
on SME BANK document and information contained therein solely assumes the risk in making use of and/or relying on 
such document and all information contained therein and acknowledges that this disclaimer has been read and 
understood, and agrees to be bounded by it.
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 91%

Medium
82%

Small
77%

Micro

RESULT (5/5)

Despite improved financial resilience, 81% of MSMEs still seek financing9

 Purpose of financing (% respondents)

Financing for working capital

Financing for business expansion

52%

41%

Financing related to sustainability practices 5%

Financing for technology adoption 2%


