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Highlights

lllll Malaysia’s Government unveiled a RM60bil (or 9.0% of GDP) stimulus package under its Mini Budget - to be spent

over 2009 and 2010.

lllll A fiscal injection of RM10bil in 2009 and RM5bil in 2010 has been proposed. This will raise the Government’s budget
deficit from 4.8% to 7.6% of GDP this year.

lllll Government now expects the economy to shrink 1% in the worst case scenario and grow 1% in the best case scenario
versus +3.5% previously.

lllll Under the first stimulus package, RM6.5bil has been channelled to various ministries and agencies - RM1bil has been
spent so far;

lllll Slowdown is expected to increase unemployment rate in 2009 to 4.5% compared with 3.7% in 2008. As such, employ-
ers employing workers - who have been retrenched from 1 July 2008 - will be given double tax deductions.

lllll Given the current impact of the global recession, we are downgrading Malaysia’s GDP to -2.0% in 2009, from our
previous forecast of -1.3%.

Right direction but ...

While the increased public spending is in the right direction, we have concerns about the measures in tackling the impact of
an external global recession and rising unemployment situation. In numbers, the RM60bil package stands on par with stimulus
plans announced by the US government (US$787bil or 5.6% of GDP), Singapore (US$13.7bil or 10% of GDP) and China
(US$585bil or 16% of GDP).

after …

Stripping off Government Guarantee Funds (worth RM25bil), the package is far lesser than the RM60bil, meant for two years.
Given that the fiscal deficit has risen to 7.6% of GDP from 4.8% previously, we have estimated that the additional funds
channelled into the system would be equivalent to 2.8% of GDP (RM19bil).

On a positive front, it was reported in Parliament during the Mini Budget speech that only RM1bil of the RM7bil package
announced in November 2008 had been fully utilised or spent. Hence, the balance of RM6bil can now be spent on fast-track
basis, providing the multiplier effect in the immediate term. As such, more focus should be given on the implementation, without
delay.
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TABLE  1 - MALAYSIA’S MINI BUDGET (SECOND STIMULUS PACKAGE)

Policy trust:

l  l  l  l  l  RM2bil Reducing unemployment and increasing employment opportunities
l  l  l  l  l  RM10bil Easing the burden of the Rakyat, in particular, the vulnerable groups

l  l  l  l  l  RM29bil Assisting the private sector in facing the crisis

l  l  l  l  l  RM19bil Building capacity for the future.

Where it goes:

Package of RM60bil to be implemented over two years - 2009 and 2010

l  l  l  l  l  RM15bil Fiscal injection (RM10bil in 2009 and RM5bil in 2010);

l  l  l  l  l  RM25bil Government Guaranteed Funds

l  l  l  l  l  RM10bil Equity investments

l  l  l  l  l  RM7bil Private finance initiatives and off-budget projects, as well as
RM3bil in tax incentives
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CHART 1 - GOVERNMENT’S FISCAL BALANCE VS % OF GDP
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Export weakness prolonged issue

We think the pump-priming measures may fall short of time - given the usual delay in implementation due to bureaucracy
- and its objective. Also, the middle-income group was sidelined since the bulk of the measures are SME-centric.

We reckon that the proposed measures will less likely offset the weaknesses created by Malaysia’s slump in exports, amid
recessions in major economies. Recent data on Malaysia’s manufacturing sector - both on output and exports - would
suggest that Malaysia is on the brink of a recession, especially after the marginal 0.1% growth in 4Q08.

In addition, Malaysia’s exports plunged 27.8% YoY for the fourth straight month in January - the largest drop on record since
1981. This could only suggest that export weakness will be a prolonged issue, given the nation’s high exposure to G-3 and
E&E goods. We had earlier reported Malaysia to be on the brink of a technical recession by May.

Medium-income group

It could have been better, if the measures had targeted the medium-income group as well - a greater multiplier effect would
have materialised. We had earlier expected several measures to boost consumption - like cash-vouchers or cash bonuses,
which would have had an immediate effect on Malaysia’s economy. A tax waiver under Malaysia’s PAYE system would
have also provided the most and fastest multiplier effect. In this regard, we are now downgrading 2009 GDP forecast
to -2.0%, from -1.3% earlier.

CHART 2 :  STIMULUS PACKAGE OF SELECTED COUNTRIES (% OF GDP)
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The information and opinions in this report were prepared by AmResearch Sdn Bhd.  The investments discussed or
recommended in this report may not be suitable for all investors.  This report has been prepared for information purposes
only and is not an offer to sell or a solicitation to buy any securities.  The directors and employees of AmResearch Sdn Bhd
may from time to time have a position in or with the securities mentioned herein.  Members of the AmInvestment Group and
their affiliates may provide services to any company and affiliates of such companies whose securities are mentioned herein.
The information herein was obtained or derived from sources that we believe are reliable, but while all reasonable care has
been taken to ensure that stated facts are accurate and opinions fair and reasonable, we do not represent that it is accurate
or complete and it should not be relied upon as such.  No liability can be accepted for any loss that may arise from the use
of this report.  All opinions and estimates included in this report constitute our judgement as of this date and are subject to
change without notice.
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# Estimate as at end-2008, not including fiscal stimulus packages

TABLE  2 - SELECTED ECONOMIC STIMULUS PACKAGES BY COUNTRIES

Countries Amount As Fiscal

US$ (bil) % of surplus/deficit

GDP % of GDP #

US 878 5.6 -5.8

Japan 275 1 -1.2

Pakistan 4.6 3.2 -4.5

South Korea 11 0.0 n.a

Ukraine 16.4 2.4 n.a

Germany 29 2.0 -1.4

Hungary 15.7 0.1 n.a

China 586 16.0 -1.6

UK 29.7 1 -2.8

EU 259 1.5 -2

France 33.1 1.3 -2.3

Netherland 7.5 1 0.5

Singapore 13.8 10.7 6.8

Norway 2.9 1 17.9


