02/ 02/ 1999
Dr M Decision on exit tax will be announced in a few weeks

Rashi d Yusof

SEPANG, Mon. - In a further hint of possible relaxation of selective
currency exchange rate controls to facilitate early repatriation of funds,
Datuk Seri Dr Mhathir Mohanad said a decision favourable to Ml aysia and
foreign investors would be announced within a few weeks.

The Prime Mnister said today the exit tax was one of the areas being
studi ed t hrough which the Governnent could earn some noney fromthe sumto
be repatri at ed.

He said an estimated 23 per cent of the Kuala Lunpur Stock Exchange's
mar ket capitalisation - which now stood at about RMBOO billion (with the
Conposite I ndex at 600 points) - was held by foreign investors.

"They (foreign investors) brought in | ess but since the market has
appreciated, their holdings are much nore," Dr Mahathir told a Press
conference on his arrival at the Kuala Lunmpur International Airport after
attendi ng the Worl d Economi ¢ Forumin Davos, Switzerl and.

He said the Governnent had not yet decided howto treat capital brought
in and the capital gains nade.

The regul ation i nposed on Sept 1 |ast year disallows foreign investors
fromrepatriating the principal of portfolio investnents until Sept 1 this
year, or 12 nonths fromthe date of investnent, whichever is later.

The Prime Mnister said the announcenment woul d depend on the study by
t he National Econonic Action Council and the Cabinet.

Whi | e acknow edgi ng the possibility that a | ot of noney might flow out
after the deadline, Dr Mahathir said he did not think this would be the
case.

Asked to explain, the Prine Mnister said: "Because the investors nake a
| ot of nmoney here and many want to cone in and not go out."

On Jan 25, Dr Mahathir told visiting fund managers that Mal aysi a was
considering the introduction of an exit tax for the early repatriation of
capi tal

Dr Mahathir's remarks were foll owed by First Finance M nister Tun Daim
Zai nuddin who, in an interview w th Bl oonberg tel evision a day later, said
the Governnment was listening to various opinions expressed on the
sel ective capital control neasures, particularly fromforeigners (See Page
2).

At the KLIA today to wel come back Dr Mahathir were Deputy Prinme M nister
Dat uk Seri Abdul | ah Ahmad Badawi , Transport M nister Datuk Seri Dr Ling
Liong Si k, Deputy Health M nister Datuk Wra Mhd Ali Rustam Deputy
Mnister inthe Prine Mnister's Department Datuk | brahimAli and ot her
dignitaries.

In Davos, the Prinme Mnister net entrepreneurs, bankers, fund managers
and editorialists to explain Malaysia's currency exchange rate controls.

He said fund managers and bankers now understood the policy better and
believed it was not restrictive.

At the sane tine, sone critics had ignored the argunent that China, too,
adopted a simlar policy but had continued to enjoy rapid growth, the
Prinme M nister said.

Dr Mahathir, who was al so asked whet her he saw greater acceptance of
Mal aysia's position on currency trading, said: "There is better
under st andi ng, better appreciation and nore support for sone control or
regul ati on of currency trading."

Comment i ng on Johor and Terengganu Governnents' requests for hi ghway



projects, Dr Mahathir said this would hinge on the people's willingness to
pay toll.

He added that the Governnent did not have adequate funds to build such
hi ghways. He said if the users were not willing to pay, highway
construction wiuld take a long tine as the authorities had to wait for the
avail ability of funds.

( END)



	Dr M: Decision on exit tax will be announced in a few weeks (NST 02/02/1999)

