26/ 01/ 1999
Exit tax may replace hol ding period (HL)

Long Hui Ching

KUALA LUMPUR, Mon. - Mal aysia is considering the introduction of an exit
tax for the early repatriation of capital, Prime Mnister Datuk Seri Dr
Mahat hi r Mohamad told 28 visiting fund managers today.

The tax will replace an existing regul ation i nmposed on Sept 1 | ast year
todisallowforeigninvestors fromrepatriatingthe principle of portfolio
investments until Sept 1 this year, or 12 nonths fromthe date of
i nvest ment, whichever is later.

The hol di ng period was i ntroduced as part of a series of controls to
insulate the country and the ringgit fromspecul ation, and to nini m se
effects of the economc crisis.

The National Economic Action Council said in a statenent that the Prine
M ni ster al so addressed concerns of an outfl owof funds fromthe country
fromSept 1 this year.

It said Dr Mahathir told the fund managers that Mal aysi a was wor ki ng on
steps to attract nore foreign investors by maki ng certain adj ustnents that
wi | | be announced in due course.

Chi ef representative of Mal aysia equities in Sal onon Snith Barney
Mal aysi a Yeo Kar Peng, who attended the neeting, said Dr Mahathir al so
briefed themon the currency exchange rate control s.

The NEAC statenment said Dr Mahathir assured the visitors there will not
be any changes in the Governnent's econonic policies.

"The economi c probl ens were due to currency tradi ng and stock narket
mani pul ati on. W have dealt with that and the rest remai ns unchanged. "

The fund nanagers fromAsia, the United States and Europe were brought
in by adviser to the Governnment, Sal onon Snith Barney, as part of a
"reverse road show'.

They net with First Finance M nister and Speci al Functions M nister Tun
Dai m Zai nuddi n, Dananopdal Nasi onal Bhd chi ef executive officer Mohd Daud
Dol Mi n, Pengurusan Danaharta Nasi onal Bhd chi ef executive officer Azman
Yahya, the Corporate Debt Restructuring Commttee chairman Datuk C.

Raj andram and Bank Negara deputy governor Datuk Dr Zeti Akhtar Aziz.

Dr Mahathir reiterated that the i ntroducti on of sel ective capital
control neasures do not nean that the Government i s agai nst foreign direct
i nvest ment .

"We are not going to cut ourselves (off fromthe gl obal econony),"” he
said. He added that over the years, foreign investors had played a ngj or
role in devel opi ng the econony.

Rat her, the controls have shown positive results, judging fromthe trade
surplus and the i ncrease in Mal aysia's foreign reserves. Exports in US
dollar terms have al so i ncreased | ately.

The nmeasures which led to the closure of Singapore's Central Limt Order
Book I nternational, al so had a positive effect on the Kual a Lunmpur St ock
Exchange. The benchmark Conposite I ndex recovered froma | ow of 262 points
on Sept 1 last year to trade at above the 600-point |evel currently.

Comenting on the re-tradi ng of Cob shares on the KLSE, Dr Mahathir
said a fair solution will be found.

"In order to be fair to them we cannot be unfair tous ... W are
studying the matter carefully."”

Speaki ng to Bernama after the hour-long neeting, Yeo said Malaysia's
need for currency exchange rate control s was now better understood and
appr eci at ed.



She said that investors would want to be able to bring noney i n and out
w th ease.

"However, they do understand the need for the controls and their
significant applications, especially withthe declineinthe country's
Gross Domestic Product in the second-half of |ast year.

"Peopl e understand why we need to i npl enent capital controls. The
question nowis whether we are going to renpve or whether it is going to
be refined."”

Anong the maj or international fund managers present at the neeting were
those fromPrudential | nvest nent Managenment, Loom s, Al GLondon, Bl ack
Rock Fi nanci al, TCW Gui nness Fl i ght Hanbro Asset Managenent, Col unmbus
Advi sors and Fi neco.
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