11/09/ 1998

Capital gains tax may be i nposed: PM

MALAYSI A may i npose a capital gains tax on share transacti ons or sone
simlar nmeasures to curb "contra" activities, Prine Mnister and First
Fi nance M ni ster Datuk Seri Dr Mahathir Mohamad says.

He sai d contra deals, where i nvestors take advantage of the present
five-day settl ement period to delay paynent, is one of the reasons for the
t he Kual a Lunmpur St ock Exchange's (KLSE) instability.

"Contra trade is one of the problens. W are | ooking at the possibility
of some capital gains tax or sonething like that,” Dr Mahathir said at a
press conference i n Kual a Lunpur yesterday to announce t he appoi nt rent of
Sal onon Smith Barney as financial adviser to the Governnent.

Sal onon wi | | advi se Dananpdal Nasional Bhd in the restructuring and
recapitalisation of the banking industry and hel p the Governnent desi gn
and i npl ement a financing progranme to neet the country's needs.

Payment for and delivery of shares are currently required to be nade
within five days of a transaction, whi ch neans pl ayers have the period to
bet onrising or falling prices w thout actually maki ng or taking delivery
of the shares traded.

The KLSE had reduced the settl enment and delivery period fromT+7 to T+5,
and has plans to shortenit further, inlinewth international standards.

Dr Mahat hir was asked about the recent volatility on the KLSE whi ch saw
t he KLSE Conposite Index falling 95.50 points on Tuesday, only to bounce
back 40.09 points the next day. The market also sawwild price gyrations
| ast week, plunging on Tuesday fol | owed by four straight days of sharp
gai ns.

"W have to put a stop to that. Share prices should (only) go up over
time toreflect the true value of the stocks," he said.

Later, asked if recent political devel opments in the country m ght
af fect investors' perception about Mal aysi a, he sai d the stock market is
obvi ously not affected.

"The people in the stock market have been buying ... and selling,
behaving in a normal way. You can see it has not affected the sentinent in
the market. | don't think there will be any long-termeffects.™

Dat uk Seri Anwar |brahi mwas | ast week renoved as deputy prinme mnister
and finance mnister, and al so expelled by Umo, for alleged noral
m sconduct .
( END)
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