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KUALA LUMPUR, Cct 19 (Bernama) -- WII the governnent renove or reduce
the exit tax on the repatriation of profits fromequity investnents in the
country in the 2001 Budget?

This issue is being closely-watched with bated breath by the investnent
comunity, especially foreigners, who viewthe |levy as an adm nistrative
hi ndrance.

They are hoping that finance mnister Tun Dai m Zai nuddin w || address
the i ssue when he delivers his budget speech from4 p.m on Cct 27.

But will he?

Sone foreign investors are still quibbling over the 10 percent exit
| evy, which was as high as 30 percent at one stage before the governnent
reduced it on Sept 21 |ast year.

The | evy was inposed on Sept 1, 1998 to counter the activities of
currency nmani pul ators who used the Kual a Lunpur Stock Exchange as a conduit
for their operations which in turn created havoc to the ringgit as well as
the | ocal stock narket.

At the sanme tine, the governnment pegged the ringgit at 3.80 to the US
dollar to stop the excessive volatility of the | ocal currency.

There is no doubt that those neasures brought stability to both the
ringgit and the econony. The econony staged a renarkabl e recovery from
mnus 7.5 percent in 1998 to a growmh of 5.4 percent |ast year.

And this year, the econony is poised to grow by at |east 6.0 percent.
But many anal ysts, foreigners included, think that the forecast is much too
conservative and coul d be nmuch hi gher, thanks to the rise in crude oi
prices since Malaysia is a net oil exporter.

Some mar ket observers claimthat the KLSE had not seen nmuch tradi ng
activity of late, especially by foreign institutions.

They feel that the stock market could receive a boost if the exit tax,
whi ch they view as a disincentive, were to be reduced further or
el i m nat ed.

In the mddle of last nonth, the KLSE saw a flurry of activity when
there were runmours that the governnment may lift the |l evy or reduce the
anount to, say, five percent fromthe present 10 percent.

Dat uk Dr Zai nal Aznam Yusof, deputy-director general of the Institute
of Strategic and International Studies and a nmenber of the National
Econom ¢ Action Council, said earlier this year that the repatriation |evy
shoul d be reviewed gi ven that the Mal aysi an economy had recovered.

He, however, felt that there was no conpelling reason to change the
ringgit peg.

Prime Mnister Datuk Seri Dr Mahathir Mhanmad, who was instrunmental in
the inmposition of selective exchange controls to ward the econony off from
excessive mani pul ati on by foreign rogue specul ators two years ago, said
recently that Ml aysia would have to stick with those controls.

"Because we can't leave it to the narket. The market is totally
irresponsi ble and all they (speculators) can think of is how nuch noney
they can nake for thenselves," he said in an interview wi th The Ti nes.

Dr Mahathir said it was quite easy for foreigners to invest in the
| ocal stock market as they could bring nmoney in and out of Ml aysi a.

"The only thing that they are asked to do is pay a 10 percent tax on
the profits that they take out of the country. That is all. And that is
very minimal. There is no tax on capital gains. So they make a | ot on



capital gains. So there is practically no restriction on the flow of short

termcapital .
In the meantine, foreign investors would have to exerci se patience and

wait for the governnent to decide what is best for the econony and the
stock market. -- BERNAMVA
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