29/ 10/ 1999

2000 Budget designed to encourage public, corporate sector spending

KUALA LUMPUR, Thurs. - The 2000 Budget, which will be unveiled by the
Government tonmorrow, will be generous both to busi nessmen and t he rakyat.
Fi rst Finance Mnister Tun Dai mZai nuddin is due to present the Budget
in Parliament at 4pm- his first after an ei ght-year absence fromthe

portfolio.

The main thrust of the Budget is expected to be expansionary, nmeaning it
i s designed to encourage spending by both the public as well as the | oca
and foreign corporate sectors.

Tax cuts and i ncentives are expected for the busi ness community, while
the man-in-the-street may see a cut in personal tax rates.

Prime Mnister Datuk Seri Dr Mahat hir Mohanad, in an interview with RTM
at his office in Putrajaya today, said the Budget "is good for everyone,
but it is not neant to fish for votes in the next general election".

Bernama reported that the Prime M nister described the 2000 Budget as
"better than the 1999 Budget" which was made | ast year when the econony
was not doing well.

"The Government expects next year's econony to show a better
performance, and therefore we can afford to be nore generous," he said.

The Government expects an i ncrease in revenue next year, and because of
this it feels it should expend the noney in a way that is nore hel pful to
everyone.

Dr Mahathir al so expressed regret that some Mnistries did not use up
the al | ocati ons provi ded because their failure to spend could af fect the
country's economi ¢ grow h.

"I'f they do not spend, then this will affect the country's economc
growt h because Governnment expenditure contributes to the i ncome of people
i ke contractors and consortiunms whose busi ness cannot i nprove if our
noney is not spent," he said.

On the econony, Dr Mahathir said Mal aysia's recovery was apparent and
real but to further boost performance, certain sectors shoul d be gi ven
attention.

The required efforts i ncluded hol di ng buy Mal aysi an goods canpai gns, and
property ownershi p canpai gns, he said

Dr Mahathir's statenment further strengthened nmarket specul ation that
t here woul d be incentives to sustain the revival in consuner spendi ng for
bot h everyday itenms (products usually on offer at the numerous buy | oca
goods canpai gns) as well as maj or purchases such as residential and
commer ci al property.

Rati ng Agency Mal aysia Sdn Bhd said nore tax i ncentives were expected to
be i ntroduced to sustain big-ticket consunmer itenms particularly car and
property sal es.

The i ncentives range fromraising exenption of excise duty onlocally
made cars fromthe current 50 per cent to 70 per cent for alimted
peri od.

"The Governnment may consi der wai ving stanp duties as well as all owi ng
for a greater anount of EPF allocation fromhousebuyers fromthe current
rate of 30 per cent."

For car makers, RAMsaid: "In view of the rising Japanese yen and t he
need to i nport certain car conponents, the Governnment may tenporarily
suspend or |ower inport duties to both Proton or possibly the conpletel y-
knocked- down vehicles as well.



To suppl enent this nmove, RAMadded that it expects a one to three per
cent cut in personal income tax for the highest income bracket which
currently stands at 30 per cent, to raise individual disposable incone.

The busi ness comunity i s expected to see | ower corporate tax from28
per cent to 26 per cent, a nove i ntended to spur | ocal and foreign
i nvestnent, inportant for reviving the econony.

There is a possibility that the Governnent woul d wi den t he scope for
rei nvest nent al | owance and research and devel opment deducti ons t hrough
subsi di es.

There coul d al so be nore R&D grants and i nfrastructural facilities for
the agriculture sector, especially inincreasing food production.

The Government is likely to push for a higher allocation for tourismand
education of the services sector to correct the bal ance of paynents.

Al so, nore reductions ininport tariffs on selected | uxury goods to
suppl enent the relatively underval ued ringgit may be introduced to turn
Mal aysi a i nto a shoppi ng paradi se
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