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Q2 2025 Malaysia Market 
Outlook: Trade Tides & Market 
Rides 
Year 2025 saw the return of Trump's 'America First' 

trade policy aimed at addressing persistent trade 

deficits and perceived unfair trade practices. This 

policy targeted regions where the US has significant 

trade deficits, starting with Canada, Mexico, and 

China. On February 1, President Trump made his 

first major trade move by imposing a 25% tariff on all 

imports from Canada and Mexico, along with an 

additional 10% tariff on Chinese goods. In retaliation, 

China and Canada implemented countermeasures, 

prompting the US to extend tariffs to more goods and 

markets, setting off a cycle of reciprocal tariffs and 

further retaliation. 

Tensions escalated on April 2, a day President 

Trump dubbed "Liberation Day," when he announced 

plans for reciprocal tariffs on all trading partners, 

ranging from 10% to 50%. Fortunately, a 90-day 

pause was later declared for these tariffs, with the 

exception of those on China. This pause allowed for 

negotiations between the US and its trading partners, 

providing short-term relief to the impacted parties.  

Focusing on US-China trade relations, after several 

rounds of tit-for-tat measures, US tariffs on Chinese 

goods soared to 145%, while Chinese tariffs on 

American goods climbed to 125%. This escalation 

marked a significant deterioration in trade relations 

between the world's two largest economies, 

amplifying fears of global supply chain disruptions, a 

potential trade war, and a slowdown in global 

economic growth. 

Beyond political developments, the launch of China's 

low-cost AI model, DeepSeek, made headlines 

earlier in the year. Its success signifies not only a 

technological shift but also a broader challenge to 

Western dominance in AI research and 

development. The impact of DeepSeek was 

profound, with US tech giant NVIDIA experiencing a 

staggering $600 billion market value loss in a single 

day—the largest single-day loss in US stock market 

history. This development intensified tech rivalry 

between the US and China, as the prospect of China 

gaining a significant foothold in this critical sector 

fuelled existing tensions. Consequently, most stock 

market indexes faced downward pressure, with the 

MSCI World Index falling by 2.1% in the first quarter 

of 2025. In response to market volatility, investors 

sought refuge in safer assets, driving up gold prices 

by over 19% during the same period. 

The Johor-Singapore Special Economic Zone (JS-

SEZ) agreement was inked in 1Q 2025 to enhance 

cross-border connectivity, facilitate the movement of 

workers and tourists, and strengthen business 

ecosystems, with special tax incentives introduced to 

attract investments. Additionally, Malaysia forged a 

pact with British chip designer Arm Holdings, 

securing a USD250mil investment over 10 years for 

intellectual property access. This move aims to 

bolster Malaysia's role in the upstream 

semiconductor supply chain and transition into high-

tech industries. 

In 2024, Malaysia experienced a record RM378.5bil 

in approved investments1, boosting the construction, 

manufacturing, and services sectors. Consequently, 

GDP growth exceeded expectations, achieving 5% in 

Q4 2024 and a full-year growth of 5.1%, driven by 

strong domestic demand and a recovery in exports. 

Throughout the year, headline inflation remained 

stable below 2%, reflecting steady cost and demand 

conditions, leading BNM to keep interest rates 

unchanged at 3.00%, while reiterating that future 

decisions will remain data-dependent. 

 

Equity market 

In Q1 2025, global equities faced a challenging start 

with President Trump returning to office. Most 

developed markets began the year on a positive 

note, buoyed by signs of US economic strength, as 

the 4Q 2024 GDP grew robustly at 2.4%. Trump's 

pledges for deregulation and tax cuts further 

bolstered developed market equities. However, the 

landscape shifted dramatically with DeepSeek's 

breakthrough in creating efficient, low-cost AI 

models, triggering a major sell-off in US tech stocks. 

This development led to a $1 trillion loss in market 

value for US and European technology stocks, with 

the Nasdaq 100 dropping as much as 3.6% in a 
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single day. Conversely, emerging markets struggled, 

particularly after the US announced controls on 

advanced chip exports. This move prompted a "sell 

first" approach in the market, exacerbating declines 

in emerging market equities. 

In February, markets were rattled further by Trump's 

decision to impose tariffs on Canada, Mexico, and 

China. As more regions were added to the list, 

retaliatory and reciprocal tariffs were announced, 

escalating trade conflicts. These measures 

negatively impacted investor and corporate 

sentiment, as well as growth expectations, 

contributing to a decline in most major stock indices 

in Q1 2025. 

By the end of the quarter, most stock indices were in 

the red. However, Hong Kong's Hang Seng Index 

stood out as the region's top performer, achieving a 

15.3% QoQ return, driven by excitement about the 

implications of DeepSeek, which contributed to a 

broader surge in Chinese technology stocks. 

Europe's STOXX 600 followed closely with a 5.2% 

QoQ gain, supported by signs of improvement in 

eurozone macro data, the low weighting of 

technology stocks in the index, and the ECB's 

accommodative monetary policy stance. In contrast, 

Thailand's SET was the region's biggest loser, 

returning -17.3% QoQ due to weak investor 

confidence stemming from its weak economic 

outlook and poor corporate earnings. 

In Q1 2025, Malaysia's FBM KLCI experienced a 

7.8% QoQ loss, aligning with the broader trend seen 

in global stock indices. Market sentiment was 

dampened by uncertainties surrounding US tariffs, 

which contributed to a global risk-off environment. 

Sector-wide declines were notable, with each sector 

averaging a loss of around 10% QoQ. This was 

underscored by a substantial net foreign fund outflow 

of approximately RM10bil2 during the first quarter of 

2025. 

Overall, the FBM KLCI's performance was in line with 

the broader market, as both the FBM100 Index and 

the FBM Small Cap Index posted QoQ declines of 

9.5% and 13.3%, respectively. However, relative to 

the region, the FBM KLCI underperformed the MSCI 

Asia ex Japan Index, which posted marginal gains of 

1.4% QoQ. 

Looking ahead, we have adopted a cautious stance 

on the local equity market's near-term outlook due to 

external shocks and uncertainties surrounding US 

tariffs. Prolonged uncertainties could elevate 

downside risks to growth and lead to increased 

market volatility as trade negotiations unfold. 

Consequently, the current risk-off sentiment may 

persist for the foreseeable future. However, several 

factors are poised to support the local equity market 

in 2025. Ongoing domestic policy reforms, attractive 

valuations, appealing dividends, a potential 

strengthening of the MYR, and a recovery in 

domestic consumption are likely to underpin market 

resilience and performance. 

 

Source: Bloomberg, as of 31 March 2025. Past performance is not necessarily indicative of future performance. 



 

     1 Source: Malaysian Investment Development Authority (MIDA), As of 31 December 2024. 

     2 Source: MIDF, as of 28 March 2025. 
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Fixed income market 

The UST had a volatile start to the quarter, 

experiencing a sell-off in early January after a strong 

jobs report reinforced expectations that interest rates 

would remain high for longer. This raised concerns 

that the 10-year yields could hit 5%, a level feared to 

unsettle global markets. Subsequently, yields began 

to fall amid expectations of slower global growth and 

risk-off trades driven by the threat of US tariffs. As a 

result, UST yields declined throughout the period, 

with the 2-year, 5-year, and 10-year yields 

decreasing by 36 bps, 43 bps, and 36 bps, 

respectively, closing the quarter at 3.88%, 3.95%, 

and 4.21%. 

In Malaysia, the bond market benefitted from positive 

sentiment in the UST market, where yields on 3-year, 

5-year, and 10-year MGS fell between 4 bps to 7 bps, 

ending the quarter at 3.41%, 3.57%, and 3.77%, 

respectively. 

With a dimmer growth outlook, the doors are open for 

BNM to consider a potential rate cut, likely in 2H 

2025. This consideration would come after BNM 

evaluates the economic impact observed in 2Q 2025 

and the outcomes of negotiations between the US 

and its trading partners. We will closely monitor 

whether domestic spending and investments can 

offset weaker external demand, potentially giving rise 

to a slightly more positive bias on the local bond 

market. 
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Disclaimer 

Investing involves risks, including the potential loss of principal. Financial 
markets are volatile and can fluctuate significantly in response to 
company, industry, political, regulatory, market, or economic 
developments. These risks are magnified for investments made in 
emerging markets. Currency risk is the risk that fluctuations in exchange 
rates may adversely affect the value of a portfolio’s investments. 
 
The information provided does not take into account the suitability, 
investment objectives, financial situation, or particular needs of any 
specific person. You should consider the suitability of any type of 
investment for your circumstances and, if necessary, seek professional 
advice. 
 
This material, intended for the exclusive use by the recipients who are 
allowable to receive this document under the applicable laws and 
regulations of the relevant jurisdictions, was produced by, and the 
opinions expressed are those of, Manulife Investment Management as 
of the date of this publication and are subject to change based on market 
and other conditions. The information and/or analysis contained in this 
material has been compiled or arrived at from sources believed to be 
reliable, but Manulife Investment Management does not make any 
representation as to their accuracy, correctness, usefulness, or 
completeness and does not accept liability for any loss arising from the 
use of the information and/or analysis contained. The information in this 
material may contain projections or other forward-looking statements 
regarding future events, targets, management discipline, or other 
expectations, and is only as current as of the date indicated. The 
information in this document, including statements concerning financial 
market trends, are based on current market conditions, which will 
fluctuate and may be superseded by subsequent market events or for 
other reasons. Manulife Investment Management disclaims any 
responsibility to update such information. 
 
Neither Manulife Investment Management or its affiliates, nor any of their 
directors, officers, or employees shall assume any liability or 
responsibility for any direct or indirect loss or damage or any other 
consequence of any person acting or not acting in reliance on the 
information contained herein. All overviews and commentary are 
intended to be general in nature and for current interest. While helpful, 
these overviews are no substitute for professional tax, investment, or 
legal advice. Clients should seek professional advice for their particular 
situation. Neither Manulife, Manulife Investment Management, nor any of 
their affiliates or representatives is providing tax, investment, or legal 
advice. This material was prepared solely for informational purposes, 
does not constitute a recommendation, professional advice, an offer, or 
an invitation by or on behalf of Manulife Investment Management to any 
person to buy or sell any security or adopt any investment strategy, and 
is no indication of trading intent in any fund or account managed by 
Manulife Investment Management. No investment strategy or risk 
management technique can guarantee returns or eliminate risk in any 
market environment. Diversification or asset allocation does not 
guarantee a profit or protect against a loss in any market. Unless 
otherwise specified, all data is sourced from Manulife Investment 
Management. Past performance does not guarantee future results. 
 

Manulife Investment Management 
 
Manulife Investment Management is the global wealth and asset 
management segment of Manulife Financial Corporation. We draw on 
more than a century of financial stewardship to partner with clients across 
our institutional, retail, and retirement businesses globally. Our specialist 
approach to money management includes the highly differentiated 
strategies of our fixed-income, specialized equity, multi-asset solutions, 
and private markets teams, along with access to specialized, unaffiliated 
asset managers from around the world through our multimanager model.  
 
These materials have not been reviewed by and are not registered with 
any securities or other regulatory authority, and may, where appropriate, 
be distributed by the following Manulife entities in their respective 
jurisdictions. Additional information about Manulife Investment 
Management may be found at  manulifeim.com/institutional. 
 
Australia: Hancock Natural Resource Group Australasia Pty Limited, 
Manulife Investment Management (Hong Kong) 
Limited. Brazil: Hancock Asset Management Brasil 
Ltda. Canada: Manulife Investment Management Limited, Manulife 
Investment Management Distributors Inc., Manulife Investment 
Management (North America) Limited, Manulife Investment 
Management Private Markets (Canada) Corp. China: Manulife 
Overseas Investment Fund Management (Shanghai) Limited 
Company. European Economic Area and United Kingdom: Manulife 
Investment Management (Europe) Ltd., which is authorized and 
regulated by the Financial Conduct Authority; Manulife Investment 
Management (Ireland) Ltd., which is authorized and regulated by the 
Central Bank of Ireland Hong Kong: Manulife Investment Management 
(Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen 
Indonesia. Japan: Manulife Investment Management (Japan) 
Limited. Malaysia: Manulife Investment Management (M) Berhad 
200801033087 (834424-U). Philippines: Manulife Asset Management 
and Trust Corporation. Singapore: Manulife Investment Management 
(Singapore) Pte. Ltd. (Company Registration No. 200709952G). South 
Korea: Manulife Investment Management (Hong Kong) 
Limited. Switzerland: Manulife IM (Switzerland) LLC. Taiwan: Manulife 
Investment Management (Taiwan) Co. Ltd. United States: John 
Hancock Investment Management LLC, Manulife Investment 
Management (US) LLC, Manulife Investment Management Private 
Markets (US) LLC, and Hancock Natural Resource Group, 
Inc. Vietnam: Manulife Investment Fund Management (Vietnam) 
Company Limited. 
 
Manulife Investment Management, the Stylized M Design, and Manulife 

Investment Management & Stylized M Design are trademarks of The 

Manufacturers Life Insurance Company and are used by it, and by its 

affiliates, under license. 
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