02/ 02/ 1999
Decision on exit tax in a few weeks, says PM (H)

Lokman Mansor

THE Government will decide "in a few weeks" whether to introduce an exit
tax on repatriation of portfolio investnments, Datuk Seri Dr Mahat hir
Mohamad sai d.

The Prime M nister said the Government will await a National Econom c
Action Council (NEAC) study on the proposed exit tax and how t he
Governnent should treat repatriation of capital brought in against the
profit made.

"About 23 per cent of the present total capitalisation (of the Kuala
Lunmpur Stock Exchange) is held by foreign investors. At the 600-1evel the
mar ket capitalisation of the KLSE is RM300 billion. So 23 per cent of
RMBOO billion (about RM69 billion) is a lot of noney," Dr Mahathir said
Speaki ng at a press conference at the Kuala Lunpur International Airport
in Sepang on his return fromthe Wrld Econonic Forumin Davos,
Switzerland, the Prine Mnister said the anount of npney foreigners now
hold is nore than what they had first invested.

On Septenber 1 1998, the Governnent introduced sel ective currency
controls which require, anong other things, require foreign equity
investors to lock in their investments in the country for a year. The KLSE
Conposi te I ndex, which was bel ow 300 points then, is now tradi ng above
600.

During his neetings with foreign fund managers in Kual a Lunpur | ast

week, Dr Mahathir had said the Governnent is studying the possibility of
having an exit tax to replace the one-year noratorium

"When we inpose an exit tax, we will get sone nobney when foreign

i nvestors take out their funds. If we wait for one year and they take out
their noney we get nothing,"” he said.

Dr Mahathir said although it is possible that a | ot of nmoney will be
taken out come Septenber 1 1999, he does not think it will happen. "A ot
of themwant to cone in, not go out."

The Prime M nister was received at the airport by anong ot hers, Deputy
Prime M nister Datuk Seri Abdul |l ah Ahmad Badawi, Transport M nister Datuk
Seri Dr Ling Liong Sik, and Deputy Science, Technol ogy and Environnent

M ni st er Dat uk Abu Bakar Daud.

Before | eaving for Davos, Dr Mahathir had said one of the objectives of
the trip will be to find out why Malaysia is being criticised for its
measures to revive the econony, particularly the selective capital
controls.

When asked about this, Dr Mahathir said: "The real reason is because
they do not understand the currency controls in Mal aysia. They think we do
not allow at all any nbney to cone in or go out of the country.

expl ained that there are no restrictions, except that the ringgit cannot
| eave."

He said whil e bankers, fund managers and i nvestors nay understand the
nmeasures taken by Mal aysia, there is still a problemw th the nedia and
econom ¢ anal ysts who wite in the nedia.

"They repeat the same thing. They do not recogni se what we do. They
forecast that it is destructive to the econonmy in the long run. But when
we say that China has had restrictions for a long tine and yet stil

enj oys robust growth, they have nothing to coment,"” Dr Mhathir added.
He said there is now better understandi ng, appreciation and support for
some control or regulation of currency trading. Those who are against it



claimthat what is needed instead is nore transparency in the countries
i nvol ved.
"But agai n, when asked whether currency trading itself is transparent,
t hey appear enbarrassed,” Dr Mahat hir added.
Asked about a United Nations proposal for a panel to | ook at
restructuring the international financial system the Prime Mnister said
he doubts that those invol ved understand what to do.
"I was asked (at Davos) many tines what can be done? | told themfirst,
currency tradi ng nust be done in the open, where we know who is involved
and how nuch noney.
"Second, banks shoul d not give such high | everage of 20 tines that they
have been giving to these currency traders,"” Dr Mihathir added.

( END)



	Decision on exit tax in a few weeks, says PM (H) (NST 02/02/1999)

