19/ 10/ 2001

Budget cheer in store (HL)

KUALA LUMPUR, Thurs. - The 2002 Budget to be tabled in Parlianent tonorrow
shoul d bring some cheer to many am d the gl oomof a slow ng gl oba
econony.

It is expected to be a broadly generous Budget, one that brings smles
to peopl e and busi nesses, who are expected to benefit in the formof tax
breaks - both in personal and corporate incone taxes.

Tax breaks will put sone extra cash in the pockets, hence encourage
spendi ng.

Hopeful ly, too, the sale and service taxes will be axed or suspended
until the return of better days. Such neasures will go sonme way towards
boosti ng consuners' confidence - an i nportant consideration to prevent the
econony fromstalling.

But enpl oyees' contribution to the Enpl oyees Provident Fund i s not
expected to be lowered further follow ng the Government's nove to reduce
this from1l per cent to nine per cent in April

On the other hand, there is greater likelihood that the enployers
contribution to the EPF (now 12 per cent) will be reduced to hel p ease
t hei r burden.

Civil servants can al so expect sone formof ex-gratia paynent fromthe
CGovernnent, a nove which will hel p boost donestic spending.

Prime Mnister Datuk Seri Dr Mahat hir Mbhamad, who is al so Fi nance
Mnister, is widely expected to deliver an expansi onary budget, to
stimul ate the nation's econony and safeguard it fromthe gl obal
uncertainties caused by the Sept 11 terrorist attacks on the United
St at es.

However, the general sentinent anobng econonists is that anyone expecting
a straight-forward solution fromthe 2002 Budget to stemthe economc
slowdown is likely to be disappointed.

"It will take a while before the fiscal and nonetary stimulus can work
its way into the real econony. "Moreover, if consumer confidence remains
weak as a result of the on-going global war against terrorism the knock-
on effects of an expansi onary budget may not be fully felt," one said.

El sewhere, the tourismand hotel sectors, which have been particularly
hard hit followng the terror attacks, may al so be given nore incentives.
In addition, the property sector may receive a boost in the formof a
reduction in Real Property Gains Tax to expedite the disposal of unsold

properties.

Tax consultants feel that a further relaxation of the Foreign | nvestnent
Committee guidelines will also slash the property overhang.

Duti es on al cohol and tobacco are expected to remai n unt ouched.

Overal |, economists believe that the thrust of the 2002 Budget will be
to strengthen the country's resilience in the face of a weakening world
econony, pave the way for a speedy recovery and insul ate the Ml aysi an
econony fromthe vulnerability of external shocks.

"As Malaysia is a trading nation, we are extrenely vul nerable to
ext ernal shocks, such as the US-|ed war agai nst Afghani stan.

"As such, the Governnent will not only have to spend nore but quickly to
keep the country on an even keel," one econoni st said.

More smal |l infrastructure projects, such as the construction of schools,
| owt o- medi um cost houses and hospitals, nmay al so be on the cards to boost
econom ¢ activities in rural areas.
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