23 OCT 1998
BUDGET REACTI ON
BUDGET ' 99: SETTING THE ECONOMY ON TRACK TOWARDS RECOVERY

KUALA LUMPUR, Cct 23 (Bernama) -- Setting the econony right on track
towards recovery -- that is the main thrust of the 1999 Budget strategy.

Econoni sts, anal ysts and commentators said nost of the measures
unveil ed are indeed positive towards pulling Ml aysia out of the econonic
recessi on.

Chi ef executive officer and director of Asian Strategy and Leadership
Inc, Sdn Bhd (ASLI) Datuk M chael Yeoh views the 1999 Budget as "realistic"
and will certainly help Malaysia along its path of econom c recovery.

He said the RML6.635 billion deficit estimated for this year is
reasonable as it is not too |arge, adding that the expected growh of one
percent for next year is also within achievable |evel.

"I think one of the nbst surprising aspect of the budget is the changes
in tax system but | cannot comment nuch on that since there are not too
many details available (yet),"” he said.

In a nove to nodernise and streanmline the tax admi nistration system
the I nl and Revenue Board has proposed to change the tax assessnent of
i ncome tax, based on the inconme received in the preceeding year, to that of
the current year beginning fromthe year 2000.

Prime Mnister Datuk Seri Dr Mahathir Mhamad in his budget
presentation said the change is ainmed at increasing efficiency and
responsi veness in the collection of income tax to ensure that the cash fl ow
of the government reflects the current performance of the econony.

Tan Sri Azman Hashi m executive chairman of Arab- Ml aysi an Merchant Bank
descri bed the 1999 budget as "good and bal anced".

He said the neasures and incentives conpl emented one anot her and al so
provi ded some fine-tuning to the governnent's earlier neasures to revive
t he econony.

Azman wel comed tax benefits and tax relief for banks as a further nove
to help financial instutitions.

Dr Mahathir proposed that 50 percent of interest income in banking
institutions' interest-in-suspense account not be considered as income for
pur pose of incone tax.

Such inconme would be taxed once it is realised as revenue to the
entity, adding that the proposal would be effective for assessnment years
1999 and 2000.

The deputy president of the Ml aysi an Associ ated | ndi an Chanber of
Commerce and I ndustry (MAICCl) Lachman Narai ndas said the 1999 Budget
signified a re-enphasis on the governnent's previous neasures to strengthen
t he econony.

"What is good about the budget is, in spite of the econom c sl owdown,
it is not painful," he said.

He wel comed the governnent's proposal to abolish excise duties on
refrigerators, televisions and air conditioners as |locally-made el ectronic
items woul d now becone nore conpetitive in the market.

"That (the renoval of excise duties) is good news becase now the
customers only need to pay the sales tax. As such, our |ocal electronic
products coul d becone cheaper,” he said.

Dr Mohd Hafl ah Piei, deputy director of Malaysia Institute of Economc
Research (M ER), said with the fiscal stinulus injected to the econony,

Mal aysia is expected to make an econom c turnaround next year.
But he said the country should bear in mnd the external factors that



were beyond Mal aysia's control, which mght jeopardise the recovery
efforts.

One of themwas the |ikelihood that the financial crisis which plagued
the Asian countries were to spread to the rest of the world.

Wth the tax relief given to taxpayers, it was hoped that it would
stinmul ate spendi ng, said Hafl ah

The budget al so did not neglect the agricultural sector as it
encour aged conpanies to venture into food production like cattle breeding
and nai ze planting.

The Associ ation of the Conmputer Industry Malaysia (PIKOW said it is
happy with the 1999 Budget aimed at stinulating the econony and increasing
exports.

An econom ¢ recovery would | ead to higher spending in IT (information
technol ogy), it said.

It said the RML10 mlIlion allocation for the four Miltinedia Super
Corridor (MSC) flagships applications, nanely El ectronic Governnment, Smart
School s, Tel emedi ci ne and Mil ti-purpose Smart Card, is certainly wel comed.

In these difficult times, this is understandabl e and commendabl e, said
Pl KOM Chai r man Shai f ubahri m Sal eh

Jason Goh, deputy president of the Federation of Mal aysian Frei ght
Forwarders, said the federation wel comed the proposal to exenpt tax from
i ncome received by residents from™"time" and "voyage" charters.

The nove woul d support nore people to use the | ocal shipping
facilities, he said. -- BERNAMVA
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