03 FEB 1999
RAMON- EXI'T TAX
SMART PARTNERSHI P SHOULD BE APPLI ED ON EXI T TAX STRUCTURE

By: Mianmar Kamaruddin

KUALA LUVPUR, Feb 3 (Bernama) -- The ingeni ous hone-grown snart
partnership concept can be applied in working out a structure for an exit
tax which benefits both Mal aysia and foreign equity investors, a prom nent
corporate official said.

Tan Sri Ranobn Navar at nam group corporate advisor to the Sungei way
G oup of Companies, said it should not be punitive to foreign i nvestors.

It should be such that it encourages foreigners to keep their nmoney in
Mal aysia or allows themto take out funds on a gradual basis, he said when
commenting on how t he nmuck-tal ked about exit tax coul d benefit both
parties.

Prime M nister Datuk Seri Dr Mahathir Mhanmad said on Monday that the
government woul d decide in a few weeks time whether or not to inmpose an
exit tax and other neasures regarding the repatriation of foreign equity
f unds.

Navar at nam sai d the question the authorities should tackle when working
out the exit tax is how both parties could spread out the noney nicely,
i.e. between keeping the noney here and taking it out.

To ensure its acceptance, Navaratnamsaid "the authorities should
consult foreign investors to device a forrmula carefully so that the exit
tax woul d be beneficial to both parties and not be punitive to the foreign
i nvestors. "

By having a structure that offers a reasonable rate of return to
foreign investors, it should hopefully encourage foreign investors to keep
their noney here.

Besi des the exit tax, Navaratnamsaid the authorities should also
singl e out short-termspecul ators who woul d encourage genuine long term
i nvestors to keep their nmoney here.

By now, Navaratnam said the authorities should be able to distinguish
bet ween genui ne investors, long terminvestors (those who invest in the
mar ket for one to two years), and short-termspeculators, the latter
conprising those who get out of the market overnight.

He added that the governnent could all ow genuine investors and | ong
termspecul ators to take out their noney, but short-termspecul ators shoul d
be identified and penal i sed.

Nevert hel ess, "the market still needs some specul ation in order to be
heal thy and alive, but short-termspeculation will ruin the market, that's
why t hose di sruptive kind of players should not be tolerated,” he said.

Asked whether it was better to inpose an exit tax on the capital
brought in or the capital gains nade, he said it would be better to tax the
capital gains as it would encourage investors to keep their noney here.

It was estimated that 23 percent or RVMB9 billion of the Kuala Lumpur
St ock Exchange's (KLSE) market's capitalisation of RM300 billion was held
by foreigners.

Dr Mahathir had said that eventhough the noney brought in by foreign
i nvestors was | ess, but since the stock market had appreciated, their
hol di ngs were now nuch nore

However, sone players in the stock narket were worried that foreigners
woul d start dunping their shares once the exit tax is inposed by the
gover nnent .

Yet, Dr Mahathir said recently that such a scenario was unlikely as
i nvestors have nade a | ot of nobney here and many want to cone in and not to
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