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• In our view, Budget 2025 is market-

neutral with a focus on fiscal 

discipline. 

• GDP growth is projected at 4.5%-

5.5% for 2025, alongside a reduced 

fiscal deficit of 3.8%.

• Absence of capital gains tax or 

inheritance tax is a relief to markets. 

The introduction of a modest dividend 

tax came as a slight surprise, though 

its impact is expected to be limited. 

• Potential sector winners include 

Consumer (due to wage hikes, cash 

handouts) and Property (first-time 

homebuyer relief).

• A lower fiscal deficit will translate into 

a reduced supply of government 

bonds in 2025, providing a supportive 

technical backdrop for Ringgit bonds. 

Fiscal Consolidation Theme Continues

Budget 2025, totalling RM421 billion, continues to set the 

stage for fiscal consolidation while striking a balance with 

expansionary policies. With RM335 billion allocated for 

operating expenditure and RM86 billion for development 

expenditure, the budget would help lay the groundwork for 

sustainable growth. 

The fiscal deficit is expected to narrow to 3.8% of GDP in 

2025, down from 4.3% in 2024. Similarly, federal 

government revenue is expected to grow to RM340 billion, 

an improvement from the RM322 billion estimated for 2024. 

Among the key measures to broaden the revenue base 

include: 

An expansion in the scope 
of the sales and service tax 

(SST) from May 2025.

Introduction of a 2% tax on 
dividend income exceeding 

RM100,000.

Hike in excise duty on 
sugar-sweetened 

beverages.

Carbon tax will be 
introduced on the iron and 

steel, as well as energy 
industries by 2026.
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Market Implications 

In our view, Budget 2025 is market-neutral, with an emphasis on the wellbeing of the Rakyat. GDP is 

forecast to sustain a healthy growth rate of 4.5% to 5.5% in 2025, supported by responsible fiscal 

management and higher revenue collection. The recalibration of subsidies, including RON95, is part of 

the broader strategy towards fiscal consolidation, although implementation details are not yet available. 

Noteworthy is the RM86 billion allocated for development expenditure, which is evenly distributed 

across key national projects. These include the Johor-Singapore RTS link, Penang LRT, and critical 

flood mitigation programmes. 

From a market standpoint, the absence of punitive tax measures like capital gains tax or inheritance tax 

is a relief. The introduction of a modest dividend tax came as a slight surprise, though its impact is 

expected to be limited.

Key sectors impacted by the budget include:-

Equities and Fixed Income Outlook

On the equity side, we remain positive on the Malaysian market, supported by the optimistic macroeconomic 

outlook outlined in Budget 2025. The continuation of solid policy rollouts, sustained foreign direct investment 

inflows, a firmer Ringgit, and robust corporate earnings growth are expected to be the primary drivers for 

equities.

From a fixed income perspective, Budget 2025 is also neutral, with no major surprises on inflation. The 

government estimates inflation to rise to between 2.0% and 3.5% in 2025, compared to the revised forecast of 

1.5% to 2.5% for this year. The upcoming subsidy rationalisation of RON95 could stoke inflationary 

pressures, though the overall impact is expected to be contained, as only around 15% of the working 

population will be directly affected.

Similarly, a lower fiscal deficit will translate into a reduced supply of government bonds in 2025, with net bond 

issuance expected to range around RM80 billion in 2025 compared to RM85 billion estimated this year. This 

reduction in supply will be supportive of technicals for the local bond market. 

***

Consumer

The minimum wage hike and larger cash handouts should boost 

private consumption, making the consumer sector a clear beneficiary.

Property

Tax relief for first-time homebuyers provides a small but meaningful 

catalyst for the property market, particularly in stimulating demand.

Plantation

On the downside, the plantation sector could see headwinds from 

higher export taxes and increased wage costs.
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Disclaimer

This material has been prepared by AHAM Asset Management Berhad (hereinafter referred to as “AHAM Capital”) specific for 

its use, a specific target audience, and for discussion purposes only. All information contained within this presentation belongs 

to AHAM Capital and may not be copied, distributed or otherwise disseminated in whole or in part without written consent of 

AHAM Capital. The information contained in this presentation may include, but is not limited to opinions, analysis, forecasts, 

projections and expectations (collectively referred to as “Opinions”). Such information has been obtained from various sources 

including those in the public domain, are merely expressions of belief. Although this presentation has been prepared on the 

basis of information and/or Opinions that are believed to be correct at the time the presentation was prepared, AHAM Capital 

makes no expressed or implied warranty as to the accuracy and completeness of any such information and/or Opinions. As 

with any forms of financial products, the financial product mentioned herein (if any) carries with it various risks. Although 

attempts have been made to disclose all possible risks involved, the financial product may still be subject to inherent risk that 

may arise beyond our reasonable contemplation. The financial product may be wholly unsuited for you, if you are adverse to 

the risk arising out of and/or in connection with the financial product. AHAM Capital is not acting as an advisor or agent to any 

person to whom this presentation is directed. Such persons must make their own independent assessments of the contents of 

this presentation, should not treat such content as advice relating to legal, accounting, taxation or investment matters and 

should consult their own advisers. AHAM Capital and its affiliates may act as a principal and agent in any transaction 

contemplated by this presentation, or any other transaction connected with any such transaction, and may as a result earn 

brokerage, commission or other income. Nothing in this presentation is intended to be, or should be construed as an offer to 

buy or sell, or invitation to subscribe for, any securities. Neither AHAM Capital nor any of its directors, employees or 

representatives are to have any liability (including liability to any person by reason of negligence or negligent misstatement) 

from any statement, opinion, information or matter (expressed or implied) arising out of, contained in or derived from or any 

omission from this presentation, except liability under statute that cannot be excluded.
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