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10MP: KL sees faster growth, smaller deficit

Published: 20100061 0

Malaysia rolled out a fresh five-year development plan on today to rein in its ballooning
fiscal deficit, trim subsidies and seek new sources of growth far its trade-dependent
BCONOMTY,

Frime Minister Datuk Seri Majib Razak forecast average econamic growth of 6 per cent
aver five years while pledging to cut the fiscal deficitto 2.8 per cent of gross domestic

product (GODPY in 2015, but gave few details on how he would achieve the deficit target.

Malaysia's budget deficit widened to ¥ per cent of GDP in 2009 after the governiment
pumped in BMET billion of stimulus to help its economy weather the global slowdown.

“The government will continue with fiscal reforms to bring greater value for money to

government spending and widen its revenue hase, padicularly through a mare
broad-based tax system,” the government said in the 10th Malaysia Plan.

Majity, who is also finance minister, wants towin back foreidn investars and open up the
Southeast Asian econaomy to more competition.

The success of economic refarms is seen as crucial far the government to win the next general election due by 201 3.

“The 10th Malaysia Plan is part of wider reforms that Majib has promised to deliver economic groseth and prudent spending,
which the electorate will evaluate him on,” said political analyst Ong Kian Ming from LGS Liniversity in Koala Lumipur.

Malaysia's economic growth has averadged 4.2 percent annually since 2006, below the 6 percent targeted by the
government under the previous five-year plan. The economy shrank 1.7 percent last year.

Analysts say Malaysia's main challenge is the government's willingness to push through needed economic reforms, with
concerns that the authorities may be reluctant to implement politically unpopular decisions such as cutting subsidies.

Marny foreign investars have bypassed Malaysia's econamy in recent years in favoudr of its fast-growing neighbours such as
Indonesia and Yietnam.

Malaysia's S-year plan aims to bring the deficit down to 5.3 per cent this year, and reduce government debt as a propartion
of GDP to 49.9 per centin 2015 compared to 52.9 per cent this year.

The government will cut its subsidy bill to BM15.7 billion in 2015 from BM18.3 billion this year, according to the plan.

It said Malaysia's tax base would be widened, but gave no details on how this would be done.

The government had earlier delayed the implementation of a goods and services tax to cut its deficit, after the plan met with
strong puhblic opposition.

Total government development spending for the five-year period is expected to hit EM230 hillion versus BM200 billion in the
last plan, with RMS91 billion to be spent in hoth 2011 and 201 2.

DOMESTIC DEMAND AND PRIVATE INVESTMENTS

The plan aims to transform Southeast Asia's third-most trade reliant economy by boosting domestic demand and private
imvestment. Domestic demand accounted for 5.4 pot of GDP in the first quarter of 2010.

It said Malaysiawould need an average of EM1 14 billion warth of private investments annually to achieve its target of
growing investments by 12.8 percent annually.

Investments grew only 2 per cent on averadge during the 9th Plan, which covered 2006-2010, and are expected to be 10
percent of GOP this year. twas 30 per cent prior to the 1997798 Asian financial crisis.

The plan also said Malaysia's service sectors would continue to he liberalised, although these commitments are [argely
due to agreements made with ASEAMN and the Warld Trade Organisation. - Reuters



