01/ 06/ 2003

The governnent strikes back

THE announcenent of the econonic stinmulus package on May 21 by Prine

M ni ster Datuk Seri Dr Mhathir Mhamad was tinely. The package is nore
inmportant in its confidence-boosting elements than the direct neasures
spelt out to reduce the inmpact of SARS on certain sectors - as the former
indirectly has a nultiplier effect on the latter. It was reported that the
RW7.3 billion package is above nobst anal ysts' expectations - and its
effects should flow into the econony quickly.

Most economi sts have noted that the indirect inpacts arising fromthe
| oss of business confidence and consunmer spending have outpaced the rea
hit to the |ocal econony. As expected, the package does not just
concentrate on the SARS-hit sectors but outlines all-round strategies to
rebui | d consuner sentinment and business confidence.

The package contains 90 neasures covering a broad spectrum of the
econony. It is a four-pronged strategy to encourage private consunption
to ease the burden of SARS-stricken industries, to pronote the inflow of
FDIs and to tap new growh areas. Sone of the main neasures to help
i ndustries hit by SARS and those ained at encouragi ng spending and
rebui | di ng consuner confidence are |isted bel ow

Tax rebates and incentives for tourismrelated sub-sectors:

* A 5% discount in nonthly electricity bill for hotel operators from
June 1 to Dec 31, 2003.

* A reduction of 50%in six-nonth road tax for taxis.

* An exenption of service tax for hotels and restaurants fromJune 1 to
Dec 31, 2003

* The abolishnent of service tax on conplinentary roons in hotels
begi nning June 1, 2003

* A RML.O billion Special Relief Guarantee Facility to help tourism
sector operators. Financial institutions are also advised to restructure
and reschedul e | oans of workers in the tourismindustry who have taken pay
cuts.

* A nonthly critical allowance of RVA00 for doctors and RMROO for other
medi cal staff handling SARS, backdated to April 2003, until SARS is over.

* 50% cut in rentals for duty-free shops and other outlets at Ml aysi an
ai rports.

* A RMLOO million grant to local authorities to maintain public
cl eanl i ness.

As was the case in Singapore and Hong Kong, the above neasures dea
mainly with tourismrel ated businesses, namely tour operators, hotels and
taxis. This nove will reduce their costs and tide them over the current
t ough operating environnent.

A nunmber of retail shops and restaurants in Hong Kong have cl osed down
due to a drastic drop in revenue. The above measures are thus proactive
steps to prevent the sane situation from happening in Malaysia if the SARS
outbreak turns out to be a prolonged affair. The rationale is to prevent a
hi ke in unenploynent, a situation that will further weigh on |ow consuner
confidence and create a danpening effect on the econonmy. It is also ained
at promoting local tourism and attracting the return of tourists from
ot her countries.
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