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Walking a Tightrope

Balancing rationalisation measures and expansionary policies,
the tabling of Budget 2024 helped lay down the groundwork for
the government's path to fiscal consolidation.

According to the Budget, the government aims to narrow the
fiscal deficit from 5.0% to 4.30% in 2024, in line with its broader
policy objective to bring it down to 3.10% by 2026.

Key measures announced to broaden the government’s revenue
base include:

+ Sales and Service tax (SST): Increase of the SST rate from
6% to 8%, with exemptions for food, beverages, and
telecommunications services.

* Sugar Tax Adjustment: Increase from 40 sen to 50 sen per
litre

* Capital Gains Tax: Introduction of a 10% capital gains tax
for unlisted shares. The move could also help increase
market vibrancy and encourage initial public offerings (IPOs)
on Bursa.

* Luxury Goods Tax: To further bolster revenue, a luxury
goods tax will be applied to high-value items including
jewellery and watches based on predefined thresholds.

Flashpoints

Our take on Budget 2024 is that it is
market-neutral.

By striking a balance between
rationalisation and expansionary
policies, Budget 2024 will help set
the stage for fiscal consolidation.

A higher SST, coupled with the
introduction of tax on capital gains for
unlisted shares as well as luxury
goods will broaden the government’s
revenue base.

Though, the omission of any mention
of GST was a minor disappointment
from a fiscal consolidation
standpoint.

Potential sector winners of Budget
2024 include Healthcare,
Construction, Consumer and
Renewable names.
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Notably, the government took the first step in addressing its hefty subsidy bill by taking a more targeted approach.
The phased reduction of diesel subsidies with exemptions for freight companies will help optimise the
government’s spending. Further subsidy rationalisation plans include decreased subsidies for the top 10% of
consumers with highest electricity consumption as well as the lifting of price controls for poultry products.

While the removal of certain subsidies may exert upward pressure on inflation, this impact could be offset by the
provision of cash handouts to vulnerable segments of the population. Under Budget 2024, cash handouts
increased by 25% and represents one of the largest financial support package since COVID. This financial aid is
expected to continue support domestic consumption.

Driving Future Growth

With a total allocation of RM393.8 billion under Budget 2024, RM90 billion was earmarked for development
expenditure which is lower than last year’s figure of RM97 billion.

The government also followed through on previous policy frameworks such as the National Energy Transition
Roadmap (NETR) by allocating RM2 billion for this purpose. To further spur the transition to a low-carbon
economy, financial institutions are set to provide RM200 billion in financing.

For the New Industrial Master Plan (NIMP), a total of RM200 million has been allocated to facilitate the
implementation of planned programs and initiatives. Over RM1.5 billion has also been earmarked to encourage
startups to move up the value chain and venture into high-growth, high-value (HGHYV) sectors.

Market Implications
In our view, Budget 2024 is market-neutral. What's notable is that the budget did not introduce any punitive tax
policies, such as windfall taxes, gaming taxes or excise duties which had been subjects of concern in previous

years.

However, the omission of any mention of a potential Goods and Services Tax (GST) was a minor disappointment
from a fiscal consolidation standpoint.

Potential sector winners from the budget include:-

Healthcare

The Health Ministry is a standout Renewables

recipient, marking the largest allocation The government's commitment to its
increase in 10 years. This bodes well for energy transition agenda through the
healthcare players as the augmented National Energy Transition Roadmap
funding  supports potential private (NETR) framework will continue to benefit
partnerships, opening new avenues for for solar players.

growth.

Construction

The construction industry particularly in
East Malaysia is set to benefit with
various infrastructure projects in the
pipeline (e.g. Sabah Pan Borneo project
and Sarawak-Sabah Link Road project
Phase 2). Other flood mitigation initiatives
and the revival of LRT 3 stations are also
added catalysts.
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While the budget's GDP forecast of 4%-5% next year appears optimistic given external headwinds, the
implementation of necessary reforms will strengthen the country’s collective resilience and drive sustainable
growth over the long-run.

With politics appearing more stable now after the conclusion of state and by-elections, we could see renewed

focus by the government towards driving policy and execution that could provide further clarity to global investors.
This could bolster fund inflows as well as drive earnings recovery which would bolster the stock market.

*END*

Disclaimer

This material has been prepared by AHAM Asset Management Berhad (hereinafter referred to as “AHAM Capital”) (formerly known as Affin
Hwang Asset Management Berhad) specific for its use, a specific target audience, and for discussion purposes only. All information
contained within this presentation belongs to AHAM Capital and may not be copied, distributed or otherwise disseminated in whole or in part
without written consent of AHAM Capital. The information contained in this presentation may include, but is not limited to opinions, analysis,
forecasts, projections and expectations (collectively referred to as “Opinions”). Such information has been obtained from various sources
including those in the public domain, are merely expressions of belief. Although this presentation has been prepared on the basis of
information and/or Opinions that are believed to be correct at the time the presentation was prepared, AHAM Capital makes no expressed or
implied warranty as to the accuracy and completeness of any such information and/or Opinions. As with any forms of financial products, the
financial product mentioned herein (if any) carries with it various risks. Although attempts have been made to disclose all possible risks
involved, the financial product may still be subject to inherent risk that may arise beyond our reasonable contemplation. The financial product
may be wholly unsuited for you, if you are adverse to the risk arising out of and/or in connection with the financial product. AHAM Capital is
not acting as an advisor or agent to any person to whom this presentation is directed. Such persons must make their own independent
assessments of the contents of this presentation, should not treat such content as advice relating to legal, accounting, taxation or investment
matters and should consult their own advisers. AHAM Capital and its affiliates may act as a principal and agent in any transaction
contemplated by this presentation, or any other transaction connected with any such transaction, and may as a result earn brokerage,
commission or other income. Nothing in this presentation is intended to be, or should be construed as an offer to buy or sell, or invitation to
subscribe for, any securities. Neither AHAM Capital nor any of its directors, employees or representatives are to have any liability (including
liability to any person by reason of negligence or negligent misstatement) from any statement, opinion, information or matter (expressed or
implied) arising out of, contained in or derived from or any omission from this presentation, except liability under statute that cannot be
excluded.
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