27/ 01/ 1999
Proposed exit tax "likely to be investor-friendly'

Long Hui Ching; A Devar aj

THE wi del y-specul ated exit tax on repatriated investments is likely to be
at an "investor-friendly" rate, said YTL Corporation Bhd managi ng director
Tan Sri Francis Yeoh.

Descri bing the Governnment as "a pragmatic one that wel cones investors”
he said it would not want to punish those unwittingly caught when the
regul ati on was introduced on Sept 1 | ast year.

"I think the Governnent will come up with sone fornmula that the market
will like, that will have the net effect of the foreign investors wanting
to put some noney in Ml aysia.

"(First Finance Mnister) Tun Daim Zai nuddin is the nmaestro in this and
his track record shows that he is investor-friendly."

Mal aysi a i ntroduced a series of controls to insulate the econony and the
ringgit fromspecul ative attacks on Sept 1 |ast year, such as a 12-nonth
nmoratoriumon the repatriation of the principal of portfolio investnents,
as well as aringgit peg at RM3.80 to one US dol |l ar.

Concerns were raised that on Sept 1 this year, there would be an exodus
of funds fromthe country, and tal ks of an exit tax to replace the
nor at ori um have surfaced

Speaking to reporters after a nmeeting with 28 fund managers at the Ritz-
Carlton Hotel in Kuala Lunmpur yesterday, Yeoh said the recent Blue Circle
Industries Plc deal was a litnus test of an exit tax.

British construction group Blue Circle wanted to buy 65 per cent in
Kedah Cenent Bhd and had proposed to pay for its investment by swappi ng US
dollars for ringgit with foreign investors here.

Based on his understanding fromdiscussions with "practitioners of the
deal ", Yeoh said Blue Circle offered to take up sone RML.2 billion from
foreign investors who want to exit the country, at a rate of RW.20 to one
US dollar instead of the official RMVB.80 rate.

This, he said, is akin to an exit tax of nmore than 10 per cent. However,
only RM700 million was taken up, indicating that there is no exodus of
funds from Mal aysi a.

Yeoh added that the 12-nonth noratoriumwoul d be redundant if the exit
tax was inplenmented but was necessary at the tine it was introduced as
specul ators were using the stock market to short the ringgit.

Bank Negara, clarifying the deal previously, had stated this was a one-
of f case where such a swap was all owed, as Blue G rcle had been a | ong-
terminvestor since 1953 and was naking further investnents. It stated the
conversion rate was RM3.80 to the greenback.

YTL Corp was one of four corporations to neet with the fund managers
brought in by Governnent adviser Salonon Smith Barney to enable themto
get first-hand information on the situation and correctly assess Ml aysi a
and its econom ¢ environment.

The ot her conpani es are Petronas, Tel ekom Mal aysi a Bhd and Tenaga
Nasi onal Bhd.

The fund nmanagers fromAsia, the United States and Europe left for home
yesterday. They nmet Prime Mnister Datuk Seri Dr Mahathir Mhamad, Dai m
who is al so Special Functions Mnister, and other governnent officials on
Monday.

The fund managers were tight |ipped when approached by reporters but one
fromBritain characterised the neeting with conpani es yesterday as
informative and very interesting.



Yeoh said it was a positive sign that so many fund managers were here to
meet with government officials and conpanies, as Mal aysia had | ong been
caricatured as a maveri ck

This was inaccurate and Mal aysi a had al ways been an open econony, being
one of the first to sign the Wrld Trade Organi sati on accord.

Yeoh al so expressed optimsmin Mal aysia' s econom ¢ recovery based on
t he neasures taken by the Governnent.

"The ringgit is not |legal tender outside. Is this so bad? Singapore and
Taiwan do not internationalise their currency, but Singapore | ooks like
they are floating their currency.

"Why shoul d we need to change our peg? It is nmarket-led and is a
competitive peg.”

He al so expressed his belief that if Ml aysia continues to peg it at
RMB. 80, it would nake the country very conpetitive vis-a-vis other Asian
countries in three years.

"Today, | think you are going to find fund nanagers understandi ng the
wi sdom of this peg or exchange rate control."

He said the fund managers' reservations about Mal aysia are 95 per cent
due to perception, and these are eradicated once they visit the country.

Instead of the idea that Ml aysia introduced the ringgit peg to cl ose
the econony to the outside world, the fund nanagers shoul d now realise
that it was just for the single purpose of isolating Malaysia from
speculation in the ringgit.

He was confident that within one year, the fund managers will return to
Mal aysia |like a "charging bull".

"Econonic revival is continuing. The big picture is the construction and
i nfrastructure sectors which nust be boosted so it will have a trickle-
down effect that will be dramatic."”

Yeoh expressed his pleasant surprise there are already signs of recovery
only four nonths after the controls were introduced.

In Kota Kinabal u, Bernama reports Mnister of International Trade and
I ndustry Datuk Seri Rafidah Aziz as saying that Malaysia's intention to
study the possibility of introducing an exit tax indicated the country's
determ nation to continue to create stability in the stock market.

"W are aware of some pressures by those who invest in the stock market
for the Governnent to reconsider sonme formof flexibility which would
enabl e foreign investors to repatriate capital at an earlier stage

"I amconfident that whatever formof flexibility we offer would portray
our intention to create stability in the stock market, taking into
consi deration investors' interest, especially foreign ones,"” she said.

Raf i dah was speaking after officiating Concept Marketing plant at Kota
Ki nabal u I ndustrial Park, Teluk Sepanggar.
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