19 OCT 2001
REACTI ON-DEFICI T
5.0 PCT DEFIC T WLL NOT CREATE | MBALANCE | N THE ECONOWY

KUALA LUMPUR, Cct 19 (Bernama) -- The estimated deficit of five percent
of &ross Domestic Product (GDP), is not expected to adversely affect the
government's financial posititon or create any inbal ance in the Ml aysian
econony.

Chai rman of the Association of Finance Conpanies in Ml aysia Datuk Tay
Ah Lek said the 2002 Budget is prudent as the governnent continues to
mai ntain a healthy current account surplus.

Prime Mnister Datuk Seri Dr Mahathir Mhamad, when tabling the budget
in the Dewan Rakyat here today, said that the federal governnent is
estimated to record a deficit of 5.0 percent of GDP, anpbunting to RML8. 6
billion in 2002.

The deficit is |lower than the RMR2.4 billion or 6.5 percent in 2001

Tay said in a statenent here today that the governnent's debt remained
| ow and furthernore, the deficit could be easily financed through donestic
and non-inflationary sources.

"The government has roomfor the fiscal maneuver because of the strong
econom ¢ fundanental s such as low inflation, |ow external debt, high
nati onal savings and heal thy external reserves," he added.

Tay al so said that the budget is expected to boost private investnent
in the manufacturing, services and agricultural sectors, and is not
expected to crowd out any private investrment as liquidity in the econony
will remain anple.

Because of the anmple liquidity, the budget is not expected to affect
interest rates which will continue to remain | ow and stable.

Dr Mahathir, who is also the Finance M nister has proposed vari ous
i ncentives to be given to the manufacturing, agriculture and the services
sectors including allow ng | engthening of the period for reinvestnent,
reduced inmport duties on sone internmedi ate goods, incone tax exenption for
i mport subsititution industries, tax incentives on agricutural projects,
and reduced tax rate on incone derived from of fshore tradi ng using websites
i n Mal aysi a.

Tay said that the incentives given to the manufacturing, agriculture
and services sectors would have a positive inpact on Malaysia's
i nternational competitiveness through a significant reduction of cost of
doi ng busi ness in Ml aysi a.

"I't will further encourage investnent by existing businesses and at the
same time, attract new foreign direct investnment to Malaysia, " he added.

As the domestic econony strengthens further, it will also enhance the
performance of the banking and financing sector in Malaysia in ternms of
high oan growth and i nproved asset quality.

Meanwhi | e, vice-president of the Ml ay Chanber of Conmerce Ml aysia
Datuk Syed Amin Al -Jefri said the nove to give incentives to the service
sector, in particular, can help put strong footing for sonme of the Smal
and Medi um size industries (SMs).

"The chanber is confident that all the issues proposed in the 2002
Budget can spur a long-termgrowth for the industries and the nation's
econony as the whole,” Syed Am n said.

He said that the budget is friendly not only to busi nesses but that
consunmers would al so gain fromthe individual income tax cut, salary
i ncrease for civil servants and incone tax cut for co-operatives and
non-resi dents as announced in the budget.



"W expect this to boost economic activity," he added. -- BERNANVA
WNZ FR
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