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Mahat hi r - Measur es
GOVT TAKI NG PRE- EMPTI VE MEASURES TO FACE US ECONOM C SLOADOWN

KUALA LUMPUR, March 27 (Bernama) -- Prine Mnister Datuk Seri Dr
Mahat hi r Mohamad said the US econonmic sl owdown is expected to have an
adverse inpact on exports and growth prospects, pronpting the government to
take pre-enptive neasures to sustain growth nomentum

The governnment would also reviewits official Goss Domestic Product
(CDP) growth estimate of seven per cent for 2001, he told a news conference
at Parlianent House here today.

Dr Mahathir said since the inpact of the US econom c sl omdown was much
greater than anticipated, the government woul d revi se downwards the CGDP
growm h forecast for this year to even five or four per cent, but Ml aysia
woul d still be better off than other countries.

He said given the expected deceleration in external denand, the
government woul d adopt pre-enptive neasures to increase fiscal stimulus,
pronot e consunption, reduce property overhang, continue with acconmodative
nonet ary policies, pronote financing of small and medi um enterprises,
pronmote the services sector and maintain the ringgit's peg at RM3.80 to a
US dol | ar.

He added that the government would increase the fiscal stinmulus by
about RMB billion in addition to the RW8.8 billion already approved under
Budget 2001 which is expected to increase GDP growth by 1.1 percentage
poi nt .

At the same time, Dr Mahathir said new projects have been identified
for i mediate inplenentation which include 200 single session school s at

RV billion and 193 comunity colleges in all Parlianentary constituencies.
He added that el even conmunity col |l eges woul d be i npl enent ed
i mediately, at a cost of RM.9 billion while four universities would be

built in Perlis, Melaka, Pahang and Negeri Senbilan at RML.6 billion.

Construction of 6,600 units of housing quarters for the Ml aysian Arnmed
Forces in Kuala Lunpur totalling RML.5 billion would al so be inplenented,
of which RVA00 million would be spent this year

Ol palmgrowers would be provided RM600 million in replanting
subsi di es whil e special assistance would be given to rubber snall hol ders.

Dr Mahathir al so said the governnment woul d undertake earlier
i npl enentati on of major infrastructure and utility projects such as the
Bakun hydroel ectric power project.

It would also assist in the inplenmentation of the Pulau Bunting Coa
Power Ceneration Project, the Port of Tanjung Pel epas, Johor and the
West port project in Port Klang.

To ensure that fiscal stimulus have an inmedi ate i npact on the econony,
a "flying squad" has been established in the Finance Mnistry to nonitor
i npl enent ati on of these new projects and those al ready approved, he added.

Dr Mahathir said mnistries and agencies are also required to intensify
efforts to ensure the speedy inplenmentation of these projects and to assi st
them the Finance Mnistry has reviewed the governnent's procurenent
pr ocedures.

M nistries' Tender Committees can now approve tenders of up to RVBO
mllion and while selected statutory authorities and governnment comnpani es
can approve up to RVbO mllion

For restricted tenders, mnistries can approve contracts not exceedi ng
RVO million and for procurenent based on price quotation, up to RwW00, 000,
while six selected mnistries can approve the procurenment of capita



equi prent up to RML5 million

In efforts to pronote consunption, Dr Mahathir said donmestic demand has
to be strengthened to drive growmh follow ng the anticipated noderate
export grow h.

In the 2001 Budget, higher tax rebates have al ready been given to the
| ow and mi ddl e i ncome groups, anounting to some RWA34 million to encourage
consunpti on.

Under the new neasures, enployees' contribution to the Enpl oyees
Provi dent Fund (EPF) woul d be reduced by two percent to nine per cent for a
peri od of one year effective April 1, 2001

Dr Mahathir said that a reduction of two percent would see a 0.24-0.36
per cent age point increase in real GDP

The governnment in an efffort to pronote sale of passenger cars would
now al | ow gover nment enpl oyees to apply for car |oans every five years
i nstead of the present seven years.

Cvil servants who have conpl eted one year of service would now be
eligible to apply for car | oans.

To encourage the greater use of credit cards, the governnent has
decided to abolish the RVbO tax on credit cards introduced in 1997.

Dr Mahathir said to reduce property overhang of particularly
residential units, incentives provided during the previous housing
canpai gns woul d be reinstated with i nmedi ate effect.

These include the exenption of stanp duty, waiver of processing fee and
hi gher margi n of financing.

To di scourage new property starts ups, local authorities would not
approve any new construction of office and comercial space.

Dr Mahathir said changes would be made to the Foreign Investnent
Committee's rules and regul ations pertaining to foreign equity as well as
property and asset acquisition by foreigners.

It is ained at providing a nore |iberal environnent for foreign
i nvestors and to encourage inflow of foreign direct investnents.

The government would continue to maintain an accommodati ve nonetary
policy to ensure that the private sector continued to have access to funds
at a reasonable cost, said Dr Mahathir.

In this aspect, financial institutions are required to achi eve an
annual loan growth rate of eight per cent.

In addition, Bank Negara would also review the current ceiling for the
purchase of shares and unit trusts, he added.

As for small and nmedi um enterprises who need nore access to financing,
the size of special funds as well as eligibility criteria would be
expanded.

Among them the size of the Food for Fund would be increased by RVBOO
mllion to RML.3 billion, the New Entrepreneur Fund woul d be raised by
RV50 million to RML.5 billion and the Small and Medi um I ndustries Fund
woul d be doubled to RW0O mllion.

A RVBOO million Entrepreneur Rehabilitation and Devel opnent Fund,

i ncorporating rehabilitation nmeasures such as advi sory services, new
contracts and financial support would al so be established.

In addition, the lending rate to borrowers for the Food-For Fund woul d
be lowered to 3.75 per cent while that for the New Entreprenuer Fund woul d
be reduced to 5.5 per cent and that for the Small and Medium | ndustries
Fund to 5.5 per cent.

In promoting the services sector, neasures would be undertaken to
enhance i ncone, revenue and forei gn exchange by pronoting tourismnore
aggressively, particularly from Asean, West and East Asia, and I|ndia.

Mal aysi an Airports Hol di ng Bhd woul d aggressively pronote the KL
International Airport as a regional hub while the government would continue



to encourage full utilisation of ports and port-related activities.

As for the ringgit, Dr Mahathir said to ensure a continued environment
of predictability and certainty, the governnent would maintain the
ringgit's peg against the US doll ar

If the US econom ¢ slowdown is sharper than anticipated, the Prine
M ni ster said that the government was prepared to undertake further
measures, including bringing forward the inplenentation of selected
projects approved under the 8th Ml aysia Pl an

CGover nment departnents and agencies are, therefore, required to prepare
a package of projects that can be inplenmented imediately if additiona
stinmul us beconmes necessary, Dr Mahat hir said.

To conpl enent the nmeasures by the governnent, he also urged the private
sector to respond positively to ensure the success of the policy package.

He said the private sector shoul d aggressively enhance productivity,
reduce cost and inprove product and service-quality in order to remain
conpetitive
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