02/ 09/ 1999

Exit levy on repatriation of profits to stay, says Dr M

KUALA LUMPUR, Wed. - Prinme Mnister Datuk Seri Dr Mahat hir Mohanad said
today that an exit levy on the repatriation of profits on foreign
portfolio investnents will remain in force.

He said there was no plans nowto reviewthe graduated exit tax
i ntroduced since Feb 15 in place of the one-year noratoriumon capital
gai ns.

He said the | evy was i nposed because while foreign i nvestors nmade
profits fromtheir investments, the country gai ned nothing out of it.

"They cone into the country, nake nmoney frominvest nents and t he gains
are not taxed at all.

"They buy our shares, nmake profits when the shares appreciate...(and)
when t he shares are dunped, the econony goes down. They then take out
everyt hing and what do we get?"

He was speaki ng after opening the I nternational Construction Wek at the
Mal aysi an | nt ernati onal Exhi bition and Show oom(M nes) in Seri Kenbangan.
The Prine M nister was al so asked to comrent on fears that there woul d
be a massi ve outfl ow of foreign portfolio funds when the | evy on t hemwas

lifted today.

"W do not see anything extraordi nary happeni ng t oday.

"There is a 14-point drop in the share market but this is nothing
conpared to the tinme | ast year when it went down from1, 200 to 800, 600,
300 and so on.

"W expect that there will be a drop...sone people want to take out
their nmoney, it is all right, they can take out," he said, addi ng that
there woul d al so be investors, especially those who have been in the
country for along tine, who woul d continue to stay on.

In fact, Dr Mahathir said at the start of trading in the norning, there
was nore inflowthan outfl ow of funds.

The Prime Mnister reiterated that any outfl ow of funds was not worrying
as Mal aysi a had enough foreign reserves to fulfil its obligation.

"Between | ast Septenber and now, there has been a 60 per cent increase
inour reserves to US$32 billion, sufficient to pay for seven nonths of
retai ned i nports.

"Unli ke other countries, we have al ways nai ntai ned a (m ni num reserves
of US$20 billion...so we can finance our inports sufficiently even if
there is an outflow "

On t he maxi mumanount of funds expected to be repatriated, Dr Mahathir
said it was estimated to be around US$3 billion to US$4 billion only.

On whet her there was any plan to revi se upwards the Government's
forecast of one per cent in the gross donestic product growh for this
year follow ng the econom c recovery, Dr Mahathir hinted that any revision
woul d only be possible after the third quarter's perfornmance was known.

Even if there was a dismal performance in the fourth quarter, he said it
woul d not have nuch effect on the overall growh figure for the year.

"At that stage (third quarter), we will know whether the GDP will be
nore or | ess than one per cent. That's why the third quarter is very
i mportant to us."

Dr Mahat hir said Mal aysi a was very conservative in nature and di d not
like to "tell people we are doing wonderfully well when we are not".

( END)
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