27/ 09/ 2000
Sur pl us budget for 2001 likely: Dr M

Ham sah Ham d
THE Governnment expects a surplus budget for next year as the country's
econony has performed very well, Prime Mnister Datuk Seri Dr Mahat hir
Mohamad says.

Descri bing the new budget as a "good” one, Dr Mahathir said the country
has earned sufficient nmoney to allowit to have a surplus.

"I think we have done very well this year. W hope we can achieve a
surplus budget. But if we can't, it won't be too bad,” he told a nedia
conference after opening the Kedah Trade Centre in Kuala Lunpur yesterday.

A surplus budget for 2001 will end three years of deficit allocations
amd efforts to recover fromthe effects of the Asian economic crisis in
1997- 98.

Prior to that, the Governnment had run a budgetary surplus from1993 to
1997, until the econony contracted by 7.4 per cent in 1998.

A budget surplus would i nprove the chances of no new taxes or rise in
exi sting ones for both consumers and busi nesses, while the Government's
borrow ng requirenents may al so ease.

Econom sts have said gross donestic product growth this year shoul d
easily exceed the official estimate of 5.8 per cent, with the econony
havi ng expanded 10.3 per cent year-on-year in the first half. For 2001,

t he econony has been forecast to grow by 7.5 or 8 per cent.

Fi nance M ni ster Tun Daim Zai nuddin will table the 2001 budget in
Parl i ament on Cct ober 27.

Dr Mahathir said indications are there will be continued expansion in
econom ¢ activities.

"I think it (the econony) will grow as the signs are good.

"Trade has gone up quite a lot, the nmovenent of containers has
i ncreased... nore ships are com ng here now to pick up and unl oad
cont ai ners.

"So, the general picture is very good (and) we hope that this will be
able to continue,"” he said.

On the stock market, the Prine Mnister said it is normal for share
prices to go up and down, but the Governnent will |ook into the causes of
the current weak trading conditions on the Kuala Lunpur Stock Exchange
(KLSE) .

The benchmark KLSE Conposite Index is hovering at the 730-point |evel,
after peaking at 1,013.27 on February 18. It cl osed barely changed at
735. 54 yest erday.

"I don't know whether it is the 10 per cent levy (on repatriation of
profits)... we want to know the real cause.

"If we can be certain that the renpval (of exit levy) will stinulate
i nvestnent, yes," he said when asked whether the Governnent will consider
lifting the levy which is inposed on repatriated profits derived from
equity investnents.

In any case, the 10 per cent levy is very mininmal, Dr Mahathir said.

"l think people who cone to our country to nmake noney nust surely have
to pay us sonething. This is a very mniml charge."

O her countries, including devel oped ones, inpose taxes on capital
gai ns, while Ml aysia does not, he pointed out.

"If we have no tax on capital gains, no tax on dividends, no tax on
anything at all and people cone in with their noney, they invest here,
make a | ot of noney and then they take out the noney, we'll get nothing.



"If suddenly they decide to pull out altogether, our econony will
coll apse. So, we we are taking a lot of risk," Dr Mahathir said.

Stock market players and foreign fund managers believe that the
abolition of the exit levy will attract nore foreign investors to the
| ocal stock market.

The exit levy was part of the selective capital controls introduced by
the Governnment in 1998 to stabilise the nation's currency and financia
markets in the face of the Asian financial crisis.

Most of the controls have since been rolled back
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