18 AUG 1998
Mahat hi r - Taxes
GOVT WLL NOT RAI SE TAXES, SAYS PM

KUALA LUMPUR, Aug 18 (Bernama) -- The governnment will not raise taxes
as expected by sone, Prime Mnister Datuk Seri Dr Mahat hir Mhanmad said
t oday.

"Peopl e don't have noney, how can we tax them its not fair," he told a
news conference after launching the Wrrkers Day cel ebration here.

"This is what the M- wants us to do, to tax the people higher, reduce
credit and increase interest rates, but we can't do that," he said.

Logi cally, taxes should be | owered during such difficult times, he said
when asked on the possibility of a tax increase.

However, he said he could not give an assurance that taxes would be
| ower ed.

Dr Mahathir said the governnment's neasures in urging the people to be
thrifty, to use the ringgit for trading as well as reduce inports, though
ef fective, were not enough to revive the econony.

He said the governnent has to | ook at nore nmeasures which mght be
announced at the upcom ng budget.

VWhat ever neasures introduced woul d be ineffective w thout public
response. "It would | ead nowhere," he said.

Dr Mahathir said measures which have been adopted in sone Asian
countries to prevent their economes fromsliding further, were al so being
st udi ed.

Among ot hers was the buying of shares by the governnment as practised in
Hong Kong as well as placing a noratoriumon banks to prevent themfrom
selling shares pledged as collateral when stock prices fell, as in Taiwan.

However, he said that whenever Mal aysia or the crisis-hit Asian
countries undertake any nmeasure to revive the econony, "they will picture
it as a drastic neasure".

For instance, when Ml aysia planned to borrow noney overseas, it was
al so regarded as drastic.

But now, besides Asian countries, even Russia, a nenber of the group of
ei ght industrialised countries, has announced drastic neasures to revive
its ailing econony including a de facto devaluation of its currency as well
as a 90 day halt to sone foreign debt repaynents.

On a plan to use Tabung Haji funds to buy shares in | ocal conpanies
with public interest, he said: "If we had nore noney, we may buy shares to
rai se the value of the shares.”

The Prime Mnister said the governnent now fears that when prices of
shares do not reflect the true value of assets and cash of conpanies, they
wi |l be subject to asset stripping by foreign investors.

He said sonetines, the true asset value of conpanies were five tines
that of their share val ue.

Dr Mahathir said share prices were pressured downwards by parties which
i ntended to take over conpani es cheaply.

VWhen asked whet her foreigners were buying Mal aysi an shares now, he
said: "They are, we have information that they are (buying)."

Asked further whether foreign investors were buying above the approved
foreign equity limt, he said with scripless trading, "we do not know
whet her at any one tine, it is nore or less.”

"Things are noving very fast, transactions take place very rapidly, but
the governnment is trying to keep track of such transactions,” he said.

VWhen asked what the media could do to help Malaysia's economc



recovery, he said they should report things that could revive the econony.

He al so said the |local nedia should not publish quotes on CLOB or
trading on the Central Limt Order Book (CLOB) as it does not profit
Mal aysia at all.

Moreover, it is not a legal nmarket in Malaysia and its price quotations
shoul d not be highlighted in the |Iocal press. "I do not know why you want
to publish that," he said.

Dr Mahathir noted that the foreign media has now accepted the fact that
Mal aysia was right in blamng currency traders for the regional crisis,
while the local nedia had not given a fair view of the country.

He said the foreign nedia now were nostly "attacking" currency
specul ator (George) Soros and the International Mnetary Fund (I M) but
this was not reported in the |local nedia.

"The | ow rate of unenploynent in Mal aysia is evidence that the country
i s adopting correct policy nmeasures, but this, and its ability to evade | M
aid was al so not being reported by the | ocal press,” he added.
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