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Economy 2000 2001 Chg Implied Impact of 1%-age Point Dr op

US 3.7 0.8 (2.9) in US GDP Growth

WORLD 4.9 2.6 (2.3) (0.8)

OECD 3.9 1.2 (2.7) (0.9)

Japan 2.9 0.4 (2.5) (0.9)

Euro Zone 3.9 1.9 (2.0) (0.7)

Canada 5.2 1.8 (3.4) (1.2)

Lat. America 3.9 0.5 (3.4) (1.2)

China 8.4 8.3 (0.1) (0.0)

India 5.3 4.1 (1.2) (0.4)

Asian NIEs 7.6 (0.1) (7.7) (2.7)

S. Korea 8.5 3.8 (4.7) (1.6)

Taiwan 5.8 (2.2) (8.0) (2.8)

Singapore 10.0 (2.3) (12.3) (4.2)

Hong Kong 10.0 0.6 (9.4) (3.2)

Malaysia 8.9 0.5 (8.4) (2.9)

Thailand 4.8 2.2 (2.6) (0.9)

Indonesia 5.4 3.6 (1.8) (0.6)

Philippines 6.0 1.8 (4.2) (1.4)

Source: IMF Database

IMPACT OF US 2001 RECESSION ON GLOBAL ECONOMY
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1H07: USD99.5b
2H07: USD193.5b

2008: USD422.5b

USD715.5b Versus
USD1.5 trillion 
Total Outstanding 
Subprime Mortgages

Subprime Borrowers May See Monthly
Mortgage Payments Jump By As Much 
As 30%-40%...
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Asian Banks: Exposure to US Subprime via CDOs

Country Banks Exposure (USDm)

China Bank of China (BOC) 11,250

Singapore DBS Group 1,600

India ICICI Bank 1,450

China ICBC 1,230

Taiwan Cathay Financial Holdings 879

Hong Kong Bank of East Asia 600

Singapore OCBC 430

Thailand Bank Thai 427

South Korea Woori Bank 405

Taiwan Fubon Financial Holdings 385

Singapore UOB 260

Thailand Krung Thai Bank 165

Malaysia Maybank 95

Philippines RCBC 60

South Korea Shinhan Financial Group 6

South Korea Korea Exchange Bank 5
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Key Ec onomies : Breakdown of Real GDP Growth  by Expenditure  (1H07, % YoY)  
Consumption Country Real GDP 

Private Govt 

Fixed Capital 
Formation 

Exports Imports 

US 1.7  3.0  1.6  (4.0) 6.7  2.5  

Japan 2.4  1.4  1.0  2.8  7.4  1.5  

Germany 4.6  1.4  2.5  8.6  9.9  6.6  

S. Korea 4.5  4.1 5.7  4.5  10.9  11.9  

Taiwan 4.6  2.3  (0.4) 6.1  5.4  1.6  

Singapore 7.6  4.2  (0.0) 21.7  6.3  7.1  

Hong Kong 6.3  6.0  2.6  8.0  9.8  10.4  

Malaysia 5.6 10.8 8.8 8.1 2.5 2.4 

Source: CEIC  
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October
Abolished requirement for 
FIC’s approval for foreigners’
purchase of residential
properties < RM250,0000
for own occupation w.e.f 
1 Nov 2006.

February
Presentation of the detailed IDR
master plan and establishment 
of the Special Taskforce to 
Facilitate Business or PEMUDAH.

November
Iskandar Development Region
(IDR) officially launched.

December
Further relaxed FIC rulings on 
foreigners’ purchase of residential 
properties by removing limit to the 
number of properties that foreigners
can own, and conditions on the usage 
of the properties, w.e.f. 21 Dec 2006.

March
Liberalisation in BNM’s foreign exchange controls.
0% Real Property Gains Tax (RPGT) effective 1 April 2007.
Incentives & Special Packages (ISP) for qualified IDR companies.
Automatic 5-year visas for foreign spouses of Malaysians.

April
Improvements in the public delivery system
& approval process for the property sector.

May
Civil service pay hikes of between 7.5%-35%
(additional 20% on the increment for police & armed forces)
and 100% increase in Cost of Living Allowance (COLA)
effective 1 July 2007.

July
25% hike cigarettes’ excise duties 
Northern Corridor Economic Region
(NCER) officially launched.

August
IRB to settle all tax refunds by December 2007.
Bank Pertanian’s capitalisation raised to RM1b from RM42.5m.
Further improvement in public delivery system, included faster 
processing and approvals for new business registration and 
licensing and expatriate work permits, plus introduction of 
online applications and approvals for business licensing in the 
manufacturing sector (Business Licensing Electronic Support 
System or (BLESS) in October.
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Malaysia: Federal Government Development Expenditur e (RM m)

% 2008 %
Previous Revised Var of Total Var of Total

Security 6.817 6.258 30% 15% 6.099 -3% 15%
Defence 4.733 4.401 25% 11% 4.087 -7% 10%
Internal Security 2.084 1.857 46% 5% 2.012 8% 5%

Social Services 14.218 13.055 37% 32% 13.490 3% 34%
Education and Training 7.941 7.291 36% 18% 7.358 1% 18%
Health 1.629 1.496 15% 4% 1.949 30% 5%
Housing 2.153 1.977 47% 5% 1.744 -12% 4%
Others 2.495 2.291 50% 6% 2.439 6% 6%

Economic Services 20.827 19.124 10% 47% 17.883 -6% 45%
Agriculture and Rural Development 4.157 3.817 -5% 9% 3.742 -2% 9%
Public Utilites 3.071 3.140 40% 8% 2.716 -14% 7%
Trade and Industry 5.102 4.364 29% 11% 3.860 -12% 10%
Transport 7.298 6.702 -14% 16% 6.777 1% 17%
Communications 168 154 1825% 0% 101 -34% 0%
Others 1.031 947 7792% 2% 687 -27% 2%

General Administration 2.648 2.433 -40% 6% 2.528 4% 6%

Total 44.510 40.870 14% 100% 40.000 0% 100%
Source: MOF Economic Report  06/07 and 07/08

2007
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Projects to be Awarded Value (RMb) Comments / Remar ks 

Bakun undersea cable 
(670km) to Peninsular M’sia 

9.0 JBIC loan being sought 

Pahang-Selangor raw water 
transfer 

9.0 Water transfer tunnel (estimated value: RM3b) 
would be JBIC-funded, whereas the Langat 2 
treatment plant (estimated value: RM5b) is 
likely to be under PFI. 

Johor State flood mitigation 3.7 NA. 

Sabah-Sarawak Gas Pipeline 
(SSGP) 

1.7 Project by PERONAS to build gas pipeline 
from SOGT in Kimanis, Sabah to MLNG plants 
in Bintulu, Sarawak. 

Johor Bahru Monorail 1.3 NA. 

Kuching flood mitigation 1.3 Letter of Intent given to Naim Cendera. 

Penang Monorail 1.2 NA. 

Sabah Oil Gas Terminal 
(SOGT) 

1.0 Project by PETRONAS located in Kimanis, 
Sabah 

 ��������������������

Malaysia: Major Infrastructure Projects (>RM1b in Value)  

Projects Already Awarded Value (RMb) Comments / Rem arks 

Northern Double tracking rail 
(Ipoh-Padang Besar) 

12.0 Awarded to MMC-Gamuda JV and to be 
implemented under PFI, the details for which 
are still being sorted out. 

Penang Second Bridge 2.8 Awarded to China Harbour Engineering-UEM 
Builders JV and to be implemented under PFI, 
the details of which are still being sorted out. 

Penang Sentral integrated 
transport hub 

2.0 Awarded to MRCB, but no details on whether 
the project will be under PFI or funded by the  
Government. 

West Coast Expressway 3.0 Awarded to Konsortium LPB  under 
privatization. 

Eastern Dispersal Link 
Highway, Johor 

1.0 Awarded to MRCB under privatization. 
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Global: Corporate Tax Rates
(%) 1997 2000 2004 2007
Hong Kong 16.5 16 16 17.5
Singapore 26 26 22 20
Taiwan n.a 25 25 25
Malaysia 30 28 28 27
South Korea 30.8 30.8 29.7 27.4
Vietnam 35 32.5 28 28
Australia 36 36 30 30
Indonesia 30 30 30 30
Thailand 30 30 30 30
United Kingdom 31 30 30 30
China 33 33 33 33
India 35 38.5 35.9 33.9
Philippines 35 32 32 35
US 44 40 34 40
Japan 51.6 42 42 40.7

Source: KPMG Corporate and Indirect Tax Rate Survey 2007

Although the much-anticipated personal 
income tax rate did not materialize in 
Budget 2008, it is more than compensated 
by a particularly interesting measure i.e. 
withdrawal from Account 2 of EPF savings 
for the purpose of monthly mortgage 
installment .  This would benefit 5m active EPF 
contributors and release RM9.6b annually from 
the EPF savings.  Upon reflection, the impact 
on consumer spending should be bigger than 
lowering personal income tax rate, considering 
that only about 900k of 11m workers in the 
country actually pay personal income tax and 
we estimated that a one percentage point 
reduction in personal income tax would be 
equivalent to between RM700m to RM1b 
increase in disposable income.
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Malaysia: Federal Government Operating Expenditure (By Object) (RM m)

% 2008 %
Previous Revised Var of Total Var of Total

Emolument 25.815 31.142 21% 25% 36.176 16.2% 28.1%
Pensions and Gratuties 7.049 8.049 14% 6% 8.412 4.5% 6.5%
Debt Service Charges 13.127 13.127 0% 11% 13.101 10.2%

External 1.514 1.514 0% 1% 1.340 -11.5% 1.0%
Domestic 11.613 11.613 0% 9% 11.761 1.3% 9.1%

Government and Transfers 3.645 3.752 3% 3% 4.402 17.3% 3.4%
to State Governments

Constitutional Grants 2.518 2.618 4% 2% 3.083 17.8% 2.4%
Other Grants/Transfers 1.127 1.134 1% 1% 1.319 16.3% 1.0%

Supplies and Services 23.147 24.449 6% 20% 25.483 4.2% 19.8%
Subsidies 11.908 12.151 2% 10% 10.233 -15.8% 7.9%
Scholarships and Educational Aid 2.196 2.283 4% 2% 2.794 22.4% 2.2%
Operating Grants to Primary and 1.597 1.711 7% 1% 1.023 -40.2% 0.8%
Secondary Schools
Asset Acqusition 2.106 2.543 21% 2% 2.046 -19.5% 1.6%
Refunds and Write-offs 1.815 1.815 0% 1% 966 -46.8% 0.8%
Grants to Statutory Bodies 9.854 10.985 11% 9% 12.728 15.9% 9.9%
Other Expenditures 10.727 11.866 11% 10% 11.435 -3.6% 8.9%

Total 112.986 123.873 10% 100% 128.799 4.0% 100.0%
Source: MOF Economic Report  06/07 and 07/08

2007
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