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Govt spending to hit RM252.4b 
Deficit wI,11 be reduced to 4.Spc of gross 
domestic product from4.8pc last year 

T HE government is expected to 
spend RM252.4 billion this 
year, about 10 per cent more 

than last year due to increasing com
mitments. 

Revenue collection will, however, 
amount to RM207.2 billion, leaving a 
det1cit of RM42.3 billion or 4.5 per 
cent of the country's economic val
ue. 

This is seen as an improvement 
from last year's deficit of RM42.51 
billion, which worked out to be 4.8 
per cent of gross domestic product. . 

This year's higher revenue will be 
attributed to more income tax col
lection, higher royalty from strong 
petroleum prices, favourable invest
ment returns and resilient domestic 
consumption. 

Direct . tax amounted to RMl16.8 
billion, or 56.4 per cent of total rev
enue. This was 14 per cent higher 
than last year's RMl02.2 billion, due 
mainly to double-digit growth. in 
petroleum income, corporate and 
. individual income taxes. 

The largest taxpayers are corpo
rates from the oil and gas industry, 

followed by wholesale and retail 
trade, financial intermediaries and 
real estate, and . the manufacturing 
sector. 

As of June 2012, there were seven 
million registered taxpayers, of 
which 6.4 million were individuals. 

Reflecting higher spending com
mitments, subsidy payments are go~ 
ing to increase to RM42.4 billion 
from last year's RM36.3 billion. 

Fuel subsidy allocation, amount
ing to some RM25.2 billion, will take 
up the lion's share. 

Other subsidies aimed at easing 
. costlier living expenditure include 
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that for cooking oil (RMl.S billion), 
toll rates (RM769 million), flour 
(RM150 million), provision of com
prehensive rural air and rail services 
(RM195 million) and rebate for ju
dicious use of electricity below 
RM20 a month (RMl50 million). 

There is also RMl.5 billion subsidy 
for interest rate differentials for 
higher education student loans, mi
cro-credit schemes and improve
ment of public transportation. 

In boosting boost food self-suffi
ciency in the country, RM2.3 billion 
subsidy went to padi and fish pur
chases, fertilisers arid the provision 

of high-yielding padi seeds . . 
This year, social assistance pro

grammes were allocated RMlO bil
lion. Of this, RM6.8 billion goes to 
scholarships at all levels of educa
tion programrnes. 

Separately, scholarships and fi
nancial help totalling RM4.6 billion 
is eXtended to students in public in
stitution of higher learning, trainees · 
at skills training centres and pro
fessional career development in the 
civil service. 

The government, under the 
IMalaysia Rakyat Welfare pro
gramme (KARlSMA), spent RM2.9 

billion to improve the quality of life 
of the poor, senior citizens, disabled 
and other vulnerable groups. 

Meanwhile, RMl.4 billion was set 
aside to enhance computerisation in 
government agencies 

Debt service charges are projected 
to increase 15.4 per cent to RM20.5 
billion this year. However, they re
main manageable at 10.1 per cent of 
operating expenditure. -

The governmerit maintained that 
although debt is rising, the level re
mains within the prudent limit of 55 
per cent of Malays~a's economic 
worth. 

Lower total borrowings likely Aim to keep country's 
debt at manageable . levels THE government's total borrowings 

are set to fall this year on lower loan 
repayments and deficit financing re
quirements. . 

This is expected to offset 
marginally higher redemptions of 
Malaysian Government Securities 
(MGS) and Government Investment 
Issues (GIl). 

The high savings rate and healthy 
current account surplus, coupled 
with low and stable inflation, pro
vide the government ample liquidity 
to source borrowings locally without 
crowding out the private sector. 
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velopment expenditure. 
Gross borrowings for the year are 

expected to reach RM96.6 billion. Of 
this, RM96.2 billion is domestic 
while only RM402 million is from 
external sources. 

Of the gross borrowings, RM53.8 
billion will be used to repay existing 
debt, while the balance of RM42.S 
billion will go to finance the coun
try's deficit. 

As at June 20U, the major holders 
of MGS and GIl were the Employees 
Provident Fund at 31.1 per cent, for
eign investors (17.6 per cent) and 
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have been on the rise since 200S as 
long-term investors seek safe haven 
and quality debt instruments, which 
give higher yields amid excess liq
uidity ,and volatility in the global 
financial system. • 

The Economic Report 20U/2013 
noted that foreigri presence in the 
capital market is reflective of con
fidence in Malaysia's economy. 

This year, gross international bor
rowings are expected to fall as there 
are no new external issuance. 

In fact, repayment of existing 
loans has exceeded drawdowns 

h s " MA1Av,;;SI t nn nerl the intpmA= 

THE government will ensure that the 
country's debt levels remain sus-
tainable. . 

As at end-June 20U, Malaysia's 
external debt trended lower at 29 per 
cent of the gross domestic product. 

By year-end, total government 
debt is projected to rise 10 per cent to 
RM502.4 billion. This will translate 
into 53.7 per cent of the country's 
economy, still below the uncomfort
able level of 55 per cent. 

The strengthening of major and 
rpginnal currencies rurainst the riru!;-

Although debt lever has gone up, 
debt servicing remains affordable at 
9.9 per cent. 

The government's external debt 
continues to remain manageable at 
3.5 per cent of total debt. 

As of June 20U, the overall ex
ternal debt was higher at RM269.5 
billion. The external debt service ra
tio was .10.5 per cent, reflecting the 
sustainability of export earnings to 
service debt obligations. 

The country's international re
serves of RM428.8 billion. on the 


