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Prudent spread of goodies

Cautious spending with eye on spurring the economy

By LEANNE GOH
leanne@thestar.com.my

KUALA LUMPUR: Budget 2016 is
likely to have something for every-
one, induding the middle class, but
expectations must be "realistic".

One of the most challenging budg-
ets to date for Prime Minister Datuk
Seri Najib Tun Razak, it is expected
to spread the benefit across ali seg-
ments of society and promote key
sectors while at the same time be
prudent in expenditure.

There will be measures to help
offset the rising cost of living,
including allocating more for
schemes such as BRIM (Bantuan
Rakyat 1Malaysia) for the bottom
40% of income earners.

Housing is expected to be one of
the priorities and there may be
some "tweaking" in terms of per-
sonal relief.

The Prime Minister in his pre-
Budget 2016 message yesterday
said that the Government was
"well-placed to continue to put the
people first".

The budget will provide assis-
tance - especially to vulherable
groups - to help with rising living
costs; support the private sector
with pro-business policies; and
ensure inclusive growth, enhance
human capital development, and
increase productivity, innovation
and green technology.

'l have a plan, and the plan is
working. I wiil not be distracted, for
there are serious consequences of
not seeing the plan through.

"Budget 2016 will show how the
plan will improve lives of all
Malaysians, and our next steps
towards achieving Vision 2020 and
achieving developed nation status.
The future and welfare of all Malay-
sians is my top priority," he said.

A senior Finance Ministry ofBcial

Ready, set, go!: Najib arriving at the Finance Ministry in Putrajaya for the final
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preparation of Budget 2016. With him are his deputies (from right) Datuk Johari
Abdul Ghani and Datuk Chua Tee Yong and Second Finance Minister Datuk

Ahmad Husni Hanadzlah.

said "we have something for practi-
caily everybody."

The budget is likely to offer incen-
tives to certain key sectors which
the Government wants to promote
and it would be committed to con-
tinuing major infrastructure pro-
jects such as the Pan Borneo
Highway and light rail transit and
mass rapid transit projects.

The Government is expected to
announce measures to spur certain
sectors like manufacturing and
tourism which could benefit from
the weaker ringgit.

"More can be done to encourage
tourists from China," the official
said when asked to comment on
Chinese visas.

Asked if there would be a reduc-
tion in income tax, he said there
would be some minor adjustments.

"Had oil prices remained at above
US$80 (RM340) per barrel, the
Government could have afforded
some cuts in personal income tax,
especiaily with the encouraging col-
lection from the Goods and Services
Tax (GST)," he said.

Citing the GST as the "saviour" of
the Governmenfs coffers, he said
without it, the impact on the
Malaysian economy and deficit iri
the current account would have
been severe.

"The GST has turned out to be the
saviour in contributing to the
Government's coffers in the face of

the significant drop in oil and gas
revenue," said the official.

Najib is expected to explain in the
budget - to be tabled in Parliament at
4pm today - how the additional reve-
nue from the GST would be used.

The good news is that GST collec-
tion is above expectation due to
more than 90% compliance, with
collection this year likely to be
about RM27bil with a forecast of
about RM40bil next year.

The first three months of GST
implementation saw RM?7.6bil coi-
lected compared to the Sales Tax
and Services Tax (SST) revenue of
RM4.1bil in the corresponding peri-
od last year.

The bad news is that the GST col-
lection is unable to meet the short-
fail from the sharp dedine in reve-
nue caused by the drop in the price
of oil from US$100 (RM425) per
barrel to less than half.

Revenue from petroleum taxes,
induding dMdend from Petronas,
is expected to be down by more
than 50% while Malaysia is also hit
by the lower demand for crude
palm oil.

The budget is based on the
assumption that the price of oil
would remain at current levels of
about US$50 per barrel.

The economy is expected to grow
about 4.5% next year with mAation
at between 2% and 2.5%. Unemploy-
ment, which has been a nagging
issue due to the slowing economy, is
expected to remain stable.

As for the Government's disci-
pline in spending, the fiscal defidt is
expected to fall marginaily from the
current 3.2%.

Overall, the budget will be crafted
within the Anancial constraints the
Government faces. Prudent spend-
ing will be a priority while maxim-
ising onthe delivery on goodies and
spurring economic growth.
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