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Stimul us package tinely: Econom sts

Ham sah Ham d

ECONOM STS have viewed the fiscal stinmulus package announced by the
Governnent yesterday as tinely to strengthen the wavering public
confidence in the econony.

They are confident that the package to counter the US econom c sl owdown
woul d achi eve the Governnment's target of raising the 2001 gross domestic
product (GDP) growth by 1.1 percentage points.

An anal yst with a Kual a Lunpur-based securities firmbelieves that the
measures will nmeet the target if they are inplenmented as a whol e and not
on an indivi dual basis.

"I't will have a nore significant effect if they are inplenented
together. | believe the nmeasures can push up GDP growh by nmore than 1.1
per cent," he said when contacted by Business Ti nes.

Sungei WAy Group corporate advi sor Tan Sri Ranobn Navar at nam concurred
saying that the package, especially the Governnent's RM3 billion fisca
stimulus, will have a multiplier effect that will stinulate the whole
econom ¢ system

They said the nmeasures were introduced at an appropriate tine when the
US i s experiencing a sharper than expected sl owdown in its econony.

The anal yst agreed with the Governnment's nove of introducing the package
now rather than earlier as "it (the Governnent) has to be careful not to
attract undesirabl e response such as price-induced inflation.

"The Governnent did not want to junp the gun and introduce the neasures
earlier because if the US econony did not sl ow down as expected, the
fiscal stinmulus nmeasures coul d work agai nst the Government's objective of
having price stability and an anti-inflation situation,” he said.

One of the neasures announced by Prine Mnister Datuk Seri Dr Mahathir
Mohamad is a RMB billion government expenditure, in addition to the RwW8. 8
billion already approved under Budget 2001. This is expected to increase
GDP growth by 1.1 per cent.

O her nmeasures include cutting enpl oyees' contribution to the Enpl oyees
Provi dent Fund by 2 per cent from1l per cent for a period of one year
effective April 1 2001, liberalising rules for equity and asset
acqui sition by foreigners, exenption of stanp duty on property
transacti ons and aboli shment of RVMbO tax on credit cards introduced in
1997.

The package al so includes a revision on the ceiling for the purchase of
shares and unit trusts, setting a 2001 target of 8 per cent |oan growth
for financial insitutions and i nproving access to fundings for the snal
and nedi umenterprises (SMES).

The econom sts believe that the nmeasures will hel p push up confidence
and boost consumer spendi ng.

"Currently, confidence is a bit on the | ow side and consumer spending is
poor as people do not spend or buy. So, the spin-off effects fromthese
nmeasures woul d help the situation," the anal yst said.

He said the package is nostly targeted at stinulating donestic econony
such as retail and construction industries, because not nuch can be done
on the export side.

"So, we have to make sure that the spin-off effects will filter to al
sectors of the econony," he added.

Navar at nam sai d t he new fi scal package presents a clear direction for
t he busi ness sector to face challenges fromthe US econom ¢ sl owdown and



t he possi bl e recession in Japan.
The announcenent has put an end to concerns anpong busi nesses about the

Governnent's nmove in countering the negative inpact fromthe US economic
sl owdown, he said.

Meanwhi | e, the Mal ay Chanber of Commerce Mal aysia (Kual a Lunpur)
presi dent Datuk Syed Mohd Amin Aljeffri wel coned the nove in inproving
SMEs' access to financing, expanding the size of special funds and the
eligibility criteria for the funds.

He said the nmove woul d assi st the SMEs, which have yet to recover from
the Asian financial crisis, to face the negative inpact fromthe US
econom ¢ sl owdown.
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