23 SEP 2002
KLCS- BUDGET
BUDGET TO HAVE NEUTRAL TO SLI GHTLY NEGATI VE | MPACT ON MARKET

KUALA LUMPUR, Sept 23 (Bernamm) -- Kuala Lunmpur City Securities Sdn Bhd
(KLCS) expects the 2003 Budget, unveiled |l ast Friday, to have a neutral to
slightly negative inpact on the Kual a Lunpur stock market.

Inthe firms report on equity strategy released toits clients today,
KLCS sai d the proposed neasures are not bad for the econony, but |ack in
"feel good" factors for investors.

"We certainly think that it is a people and corporate-friendly budget.
Contrary to wi de market expectations, there was no corporate and personal
tax cuts, or notor duty reduction. Unfortunately, these euphoric
expectations have been built up in the run up to the budget."

As such, it added that in the absence of such goodies, the "verdi ct
coul d conveni ently be passed of f as bel ow expectations."

"Onthe flip side, there was al so no hike in sin taxes and petrol
prices. Limted inpact onlisted companies, little excitenent and stinul us
to prevailing |l ethargic sentinents."

KLCS noted that with the budget out of the way, investors' attention
will returnto the external risks - the slow ng US econony, hei ghtened
crisis in Wst Asia and the effect of arising oil price.

Referring to the budgetary inpact on sectors, it said the higher
di sposabl e i ncone fromcivil servants (one nonth bonus or m ni mrum of
RML, 200) is unlikely tofindits way into big ticket itenms purchase such as
passenger cars

However, incentives proposed for autoparts manufacturers may ultimately
feed to auto players via cheaper parts, it added.

On banki ng and finance, KLCS noted that the incentives on Islamc
private debt securities (PDS) papers is unlikely to have significant
benefits on banks. However, it added that Prime Mnister Datuk Seri Dr
Mahat hi r Mohamad, who is al so the finance minister's "indication of raising

statutory reserve requirenments (SRR) giventhe still sluggishloans growh
will not only raise cost of funds but also lending rates.”

"Rat her than stinulating | oans grow h, this may di scourage denand, " it
added.

The firmsaid that continued all ocation for construction of | ow cost
homes will benefit precast-based building nmaterials suppliers such as ACP
I ndustries Bhd whil e cash rich congl onerates |i ke YTL Corporation Bhd, Sine
Dar by Bhd and Genti ng Bhd, which are on an acqui sition node, may benefit.

It added that cost incurred by a | ocal -owned conmpany in acquiring a
forei gn owned conmpany will be given, as proposed in the 2003 Budget, an
annual al |l owance of 20 percent for five years.

As for the construction and engi neering sector, KLCS said the
devel opnent expenditure of RM32.9billion earmarkedis still highwith
continued enphasi s on basi c anenities such on school s and hospital
bui I di ngs.

It noted that the jobs in the pipeline are sufficient to keep earnings
noving in the next 12-24 nonths, at |east, and the preferred exposures are
the "bi g boys such as Road Buil der, Ganmuda, |JM Ranhill and WCT
Engi neeri ng".

KLCS al so said tobacco and brewery-based stocks will see sone upside as
the sectors saw sone selling in anticipation of hikes in sin taxes.

Mor eover, there was no direct tax inpact on Number Forecasting
Operators (NFGs) or casino operator Resorts Wrld and it was good news in a



way as some people were earlier concerned of a possible hike in gam ng or
casi no taxes.
This should help lift sentinment on NFGs and Resorts Wrl d whi ch cane

under sone selling pressure in the run up of the budget, it added. --
BERNAMA
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