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Daimlikely to present “friendly' budget today

Fauzi ah | smai |

FI NANCE M ni ster Tun Dai m Zai nuddi n tabl ed a "peopl e's budget” for 2000
| ast October - one which contained no new taxes and not a single tax
increase. An equally "friendly" one is expected to be presented in
Par | i ament today.

Budget 2000 - his first since his return to the Cabinet in January 1999
- had conprised tax breaks and incentives, mainly for the | ower income
groups and small enterprises, as well as a strategy to boost aggregate
demand which includes a pay rise for nearly a mllion workers.

There were al so generous provisions for agriculture, infrastructure and
the rural popul ation.

It was a deficit budget of RML2.95 billion or 4.4 per cent of the gross
nati onal product (G\P)

This tinme around, the Governnent is likely to target at further
i mproving the country's competitiveness and drawi ng foreign direct
i nvest ment s.

The econony has perforned strongly in the past eight nonths. Nationa
Econom ¢ Action Council said inflation remains benign while unenpl oynent
is below 4 per cent.

I ndustrial production accel erated and trade has been in surplus for 12
consecutive quarters, while financial institutions and corporations
continue to chal k up inpressive nunbers.

And after three years of deficits, Budget 2001 woul d be a surpl us one,
al beit only slightly, Prine Mnister Datuk Seri Dr Mahathir Mhamad has
i ndi cat ed.

It seens clear that the chances for new taxes or a rise in existing
ones, for both consuners and busi nesses, are slim The Governnent's
borrow ng requirenents may al so have eased.

Anal ysts said a budget with a surplus of 0.1 or 0.2 per cent of the GNP
is arealistic expectation.

I ndeed, nmany anal ysts expect Dai mto announce a 2 per cent reduction in
corporate tax to 26 per cent to nmake Mal aysia nore attractive to
busi nesses.

Asked about this last week, Dr Mahathir would only say the Governnent
has prom sed to do so

He woul d not confirmwhether the nove will be included in the new
budget .

I n conparison, Singapore taxes 25.5 per cent of its corporations
i ncone, South Korea 17.6 per cent and Hong Kong 16 per cent. In China, it
is 33 per cent but for special econonic zones, it ranges from15 to 24 per
cent.

Anal ysts al so expect the Governnent to raise the top i ncone bracket for
personal income tax to around RVbOO, 000 and above, from RML50, 000 now.

This will not just help spur consuner spendi ng but al so reduce foreign
conpani es' operating costs as they normally pay for their expatriate
enpl oyees' incone tax.

The existing personal incone tax structure nakes real tax in Ml aysia
much hi gher than in other countries in the region

And players in the information technol ogy and know edge- based sect or
anticipate fresh initiatives to attract investnents to the sector.

Mul ti medi a Devel opnment Corp executive chairman Tan Sri O hnman Yeop
Abdul | ah expects sone "fine-tuning" of incentives for venture capital



funds and custoni sed ones for cutting-edge research conpani es.

Incentives may also be in store for expandi ng the pool of know edge-
workers and this may include nore liberal conditions for recruiting
foreign staff.

Then there will likely be higher allocations for education, public
housi ng, and soci o-econom ¢ projects. This follows the reduction in oi
subsi dies which is expected to free up substantial resources for key
sectors of the econony.

The construction sector too should be receiving sonme goodies, with
anal ysts sensing "urgency on the part of the Government to Kkickstart
| aggi ng donestic spendi ng and sustain consunmer confidence".

As for the civil servants, a bonus paynent perhaps? Daimhad hinted at a
"little good news" for the man in the street.

Inline with the country's commtnent to several nmultilateral trading
arrangenment to reduce or abolish tariff and non-tariff barriers, inport
duties for a host of consuner products willlikely be revised.

There should al so be sone positive news for the stock market, for a
start through nore incentives to save and invest which are targeted at the
i nsurance and unit trust industries.

Budget 2001 nay al so see neasures to address the overhang in property
suppl y.
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