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Unemployment rate edged up further in January
•
•
•

Unemployment rate edged up to 3.1% in January which could be attributed to the high
retrenchment in the construction sector in 4Q14 still having an impact on the labour market.
At the same time, labour force participation declined in January due as total workforce
number fell during the same month.
With the economy set for a slowdown this year, we may see unemployment rate moving
higher in the coming months. Hiring in the manufacturing and services sector are likely to
remain robust albeit slower and that would help overall unemployment stabilising at 3 - 3.5%
this year.

Unemployment rate edged up slightly to 3.1% in January. In our previous report (Labor Market
Report 26/2/2015), we highlighted the significant increase in retrenchment in the construction sector
and to an extent the services sector. In our view, the increase in unemployment for the month of
January is likely due to the delay in acquiring new jobs amongst the aforementioned retrenched
workers.
Labour force participation rate (LFPR) declines in January on lower number of workforce. LFPR
declined to 67.2% in January from 67.9% in the previous month. According to Department of Statistics,
Malaysia, the decline in the number of workforce was due to a reduction of population aged 20 to 34
years old in the labour market. In addition, LFPR also declined from 67.8 recorded in January 2014.
Table 1: Indicators of Malaysian Labour Market

Jan-15

Month-on-Month
Change
Dec-14
(%)

Year-on-Year
Change
Jan-14
(%)

Labour force ('000)

14,043.60

14180.5

(0.1)

13987.6

0.4

Employed ('000)

13,601.60

13748.4

(1.1)

13529.9

0.5

442

432.1

2.3

457.7

(3.4)

6,865.30

6700.6

2.5

6644.8

3.3

Labour force participation rate (LFPR) (%)

67.2

67.9

(0.7)

67.8

(0.6)

Unemployment rate (%)

3.1

3

0.1

3.3

(0.2)

3

2.9

0.1

3.1

(0.1)

Unemployed ('000)
Outside labour force ('000)

Unemployment rate (%)(sa)
Source: Department of Statistics, Malaysia

Slower economic growth is expected to push unemployment rate higher in 2015. We expect real
GDP growth to slow down to 4.7% this year from the 6% growth in 2014. t 4.5 – 5% this year. The
slowdown is likely to be in the construction sector and while hiring is expected to remain robust for the
manufacturing and services sector, the pace is likely to moderate this year, in line with the expected
slowdown in domestic demand. We expect the unemployment rate to stabilize within 3.0 – 3.5% this
year.
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Chart 1: Malaysia unemployment trend

Chart 2: Labor Force Participation Rate
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DISCLOSURES AND DISCLAIMER
This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD
(23878-X). It is for distribution only under such circumstances as may be permitted by
applicable law.
Readers should be fully aware that this report is for information purposes only. The
opinions contained in this report are based on information obtained or derived from
sources that we believe are reliable. MIDF AMANAH INVESTMENT BANK BERHAD
makes no representation or warranty, expressed or implied, as to the accuracy,
completeness or reliability of the information contained therein and it should not be
relied upon as such.
This report is not, and should not be construed as, an offer to buy or sell any securities
or other financial instruments. The analysis contained herein is based on numerous
assumptions. Different assumptions could result in materially different results. All
opinions and estimates are subject to change without notice. The research analysts will
initiate, update and cease coverage solely at the discretion of MIDF AMANAH
INVESTMENT BANK BERHAD.
The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK
BERHAD may have interest in any of the securities mentioned and may benefit from the
information herein. Members of the MIDF Group and their affiliates may provide
services to any company and affiliates of such companies whose securities are
mentioned herein This document may not be reproduced, distributed or published in any
form or for any purpose.
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