ITICS, A PRESSING DEFICIT

k 'Slx years of former Prime . And because dishing out govemmént contracts to influential
ure has strained government o ,;busmessmen hag/long been a cornerstone of Malaysia’s political
I to sharply scale back . economy ‘ome analysts warn there could be polltlcal repercus-

ay that the new emphasas on caution is
. alongterm posntlve when conmdermg Malaysia's budget deficit,
. Which is officially prOJected at 5.5% of GDP for 2008,
~ “A budget deficit of over 5% of gross domestic product isn’t
- sustamable for most. countries” says Chu Peng, aninterna-
 tional credit-rating analyst with Standard & Poor’s, which
. recently upgraded Malaysia’s sovereign debt on expectations
_ of an improving fiscal balance. “The Malaysian budget deficit
stands out, it’s very sugnlﬂcant in the region.” In Southeast
Asia, only the chromcally troubled Phlllpplnes deficit exceeds
that of Kuala l_umpur
. Government. officials say that Abdullah was:shocked at what
" he called "a sea of red ink” after he:also assurmed the Finance
~ Ministry portfollo from Mahathir last year.
. The new premier has promlsed to balance the books, bt
offlmals say it will be done gradually, ona declining-trend basis,
rather than sharp cuts that could provoke a political backlash
_from businessman aligned to the ruling party.
Revenue collection has been emphasized. in December,
. for example, the Ministry of Finance sold down its sharehold:
ings in four state-owned companies—utilities Tenaga Nasional
- and Telekom Malaysia, Bintulu Port and banking group Com-
. merce Asset Holdings--for-an estimated 9.2 billion ringgit.
The stakes were sold to-other state institutions, including oil
 corporation Petronas and the Employees Prowdent Fund a
‘tate pension plan.
,  The move is also aimed at improving the compames fiquidity:
05, . . Forelgn fund managers have long complamed that big share
ed spendmg w;ll retard  blocks In Telekom and Tenaga, over 70% owned by government,
 sector, 4 key economic driver. - are hard to obtain. ‘The sales will help our cash flows,” says a
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