12/ 07/ 2001
Prospects of corporate tax cut hail ed

Hami sah Hami d
THE corporate tax cut, if it materialises next year, will benefit the
country's overall econony through the multiplier effect, econom sts says.

Corporate players, neanwhile, welcone the tax cut as it neans nore noney
for themto spend or re-invest.

Aneri can- Mal aysi an Chanber of Commer ce (Ancham, which represents
Anerican i nvestors in Mal aysi a, believes that the corporate tax reduction
wi || enhance the country's attractiveness as an i nvest ment desti nation.

"Antham had been advocating this (corporate tax cut) to help private
enterprises during difficult times such as this.

"I't will add up to the investors' perception about the business-friendly
envi ronment in Malaysia," Anchampresident N chol as Zeffreys sai d when
contacted in Kual a Lunpur yest erday.

Prime M nister Datuk Seri Dr Mahat hir Mohamad had hinted on a corporate
tax cut, which currently stood at 28 per cent, at the pre-Budget 2002
di al ogue on Monday.

Mal aysia's 28 per cent tax i s behind Singapore's 25.5 per cent, Hong
Kong's 16 per cent, South Korea's 17.6 per cent and Thail and, where |isted
conpani es pay a preferential 25 per cent.

The country's corporate tax was | ast reduced in 1998, by 2 per cent from
30 per cent.

Antham s Zeffreys said if the tax cut is inplenmented, the cost of doing
business in Mal aysia will be reduced.

"Conmpani es can then use the noney for reinvestnment or to purchase
equi pnent .

"The nultiplier effect fromthis will affect the whole econony," he
sai d.

Economi sts see the tax cut as a stinulative measure whi ch woul d have
direct inpact on overall spending when nore noney i s available inthe
econony.

For foreign investors, they said the tax cut woul d make Mal aysi a nore
conmpetitive and for | ocal businessnen, it will boost their confidence.

Econom sts agreed that the i npact of corporate tax cut is across the
board, whereby conpanies in all sectors will benefit fromit.

Rati ng Agency Mal aysi a's Consul tancy Sdn Bhd chi ef operating officer Dr
Yeah KimLeng said if the Governnent announces the tax cut in Budget 2002,
t he i mpact could only be seen at the end of next year when conpani es pay
their taxes.

On when the nultiplier effect for the whole econony will set in, he said
it will be on gradual basis.

On the quantum Yeah said it woul d probably be a 1 per cent cut because
t he Governnent could not afford a | arge budget deficit.

"A 'l per cent cut for 2002 is nore practical," he said.

It has been estinmated that a one percentage point cut woul d see the
Governnent's revenue fall by RML39 million, assumi ng no expansion in
busi ness activities next year.

For the first quarter of this year, corporate tax collection contributed
RM2.6 billion, or 17.6 per cent, to the Governnent's total revenue. For
t he whol e of last year, RML3.91 billion was collected, or 23 per cent of
total revenue

On whet her the tax reduction is able to divert foreign investors'
interest in the emergi ng market of China, economists said the tax cut is



only one of the neans to pronote a conpetitive and conduci ve i nvest nent
climte.

"It is nmore than fiscal incentives to attract investors.

"It is a conbination of many factors such as quality infrastructure,
human resource, stability in legal and regul atory environment and ot her
factors which are supportive for enterprises to create wealth," Yeah sai d.

Anot her econoni st poi nted out that Mal aysia's corporate tax i s stil
among the I owest in Asia. Japan has the hi ghest corporate tax of 37.5 per
cent.

He sai d given the current econom c condition, the Government m ght
i ntroduce nore i ncentives in the com ng Budget 2002 for | ocal busi nesses
to step up donestic investment.
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