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Assessing the relationship between the PMI and official statistics in Malaysia

PMI data are available faster and more frequently than
official GDP and industrial production figures, providing an
accurate and timely advance guide to economic growth in
Malaysia.
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To estimate PMI-implied GDP growth rates, we can build a
simple OLS regression model where:

GDP = -29.19 + 0.64 x PMI — 0.45 x GDP (previous quarter)

This formula states that for every one-point increase in the
PMI Output Index over a calendar quarter, there is
approximately a 0.64-point rise in GDP for the
corresponding quarter. The positive coefficient indicates a
strong relationship between the Output Index and GDP,
suggesting that as the manufacturing output expands - as
indicated by a rising PMI reading — the overall economy
grows.

A PMI reading of 45.5 is therefore consistent with no year-
on-year growth in the broader economy as measured by
GDP.

A p-value below the conventional 0.05 threshold further
underscores this relationship as statistically significant,
meaning that we can be confident that this relationship is
not due to random chance, and that the PMlis a
meaningful pulse-check on the Malaysian economy.
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Growth in the previous quarter has
an impact on GDP

This analysis also investigated the impact of GDP in the
prior period on growth in the Malaysian economy. It found a
negative coefficient of approximately -0.45. This figure
suggests that higher GDP in the previous period is
associated with a slight decrease in current growth,
suggesting that the economy may have a tendency of
natural adjustment or correction phase after a period of
growth.

Dependent Variable: GDP

Method: Least Squares

Date: 11/17/25 Time: 10:43

Sample (adjusted): 2012Q4 2025Q2
Included observations: 51 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
c -29.18777 5.566937  -5.243057 0.0000
PMI 0.641350 0.115694 5.543485 0.0000
GDP_LAG -0.452838 0.100070 -4.525204 0.0000
R-squared 0.520250 Mean dependent var 1.103333
Adjusted R-squared 0.500260 S.D. dependent var 3.565853
Accuracy

Assessing the feasibility of this model, we can look into
several results from the regression. The R-squared figure
came in at 0.52, suggesting around 52% of the variability in
GDP can be explained by the model. While this suggests
that there are other factors influencing GDP not captured
in this analysis, the model still provides a reasonable
explanation of the relationship between PMI and GDP.

The overall F-statistic of 26.03 indicates that the model as
a whole is statistically significant. This suggests that the
included variables do a good job of explaining the
variations in GDP.

The result of this regression underscores the value of the
Malaysia Manufacturing PMI in tracking the health of the
broader economy, and the timeliness of release provides
these insights ahead of official statistics. Specifically, for



every one-point increase in the PMI, GDP tends to increase
by approximately 1.12 points. This suggests a strong
positive relationship; when manufacturing activity is
robust, it often signals a growing economy.

However, the results also highlighted the importance of
lagged GDP—essentially, how past GDP performance
impacts current figures. A decrease in previous GDP levels
tends to drag down current GDP, indicating that economic
recovery takes time.

Signals

In summary, a thriving manufacturing sector will typically
boost GDP, though past economic performance also plays
a crucial role. If Malaysia’s PMl is trending upward, the
model suggests a lift in GDP growth is likely to follow.

Conversely, persistent PMI weakness would be a warning
sign of broader cooling in economic activity. Furthermore,
the negative coefficient for lagged GDP hints at the
likelihood that strong growth in one quarter tends to be
followed by a partial cooling in the next and vice versa,
which could dampen the signal from a strong PMI that
quarter.

Current assessment

Latest data from the Malaysia Manufacturing PMI pointed
to challenging conditions for the sector at the start of the
fourth quarter of 20256. Firms recorded a renewed
reduction in new orders, which contributed to a sustained
scaling back of production volumes. Muted conditions also
fed into firms' decisions on employment and stock
holdings, all of which moderated during October. Though
the October data was less positive, the relationship
between the PMI and official statistics suggests that both
GDP and manufacturing production continued to rise into

the final quarter. Taking the above formula, with an average

third quarter reading for the PMI Output Index of 49.6 and

second-quarter GDP growth coming in at 2.12%, the model
suggests that GDP can be expected to grow approximately
1.6% in the third quarter of 2025.
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Encouragingly, manufacturers cited stronger optimism
regarding the outlook for the year ahead. Positive
sentiment reached a two-and-a-half year high amid hopes
that new orders will increase.

The November S&P Global Malaysia Manufacturing PMl is
due to be published on 3 December and will provide
further insights and indicators into the health of the
manufacturing economy and overall economic growth as
2025 nears its end.

Links to more resources

— Signup to receive updated commentary in your
inbox here.

— Calendar of upcoming PMlI releases

- Running commentary on the PMI survey findings

- PMI Frequently Asked Questions

- Background to the PMls (video)

- Understanding the headline PMI and its
various subindices

- PMI data use-case illustrations, from nowcasting to
investment strategy

- PMI podcasts
- How to subscribe to PMI data
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https://www.pmi.spglobal.com/Public/Home/PressRelease/c2d4348016af4df39a23484b54646c5f
https://www.pmi.spglobal.com/Public/Home/PressRelease/c2d4348016af4df39a23484b54646c5f
https://ihsmarkit.com/Info/0220/subscription-pmi-blog.html
https://ihsmarkit.com/Info/0220/subscription-pmi-blog.html
https://www.markiteconomics.com/Public/Release/PressReleases?language=en
https://ihsmarkit.com/research-analysis/pmi.html
https://ihsmarkit.com/products/pmi-faq.html
https://ihsmarkit.com/videos/pmi-101.html
https://ihsmarkit.com/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
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