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Abolish GST – more 
money in our pockets

“IT’S a cancellation. We don’t need it (Goods 
and Services Tax). We go back to the Sales 
and Service Tax (SST) for the moment,” said 
Malaysia’s newly sworn in prime minister, 
Tun Dr Mahathir Mohamad. 

Impact on the Rakyat – more money for 
the Rakyat

In 2016, the government collected GST of 
RM41.2 billion versus SST of RM17 billion in 
2014. Upon abolishing GST, the difference of 
RM24 billion will flow back into the pockets 
of the Rakyat, who will have the choice 
whether to spend or to save this benefit. 

With the migration back to SST from GST, 
there will be fewer goods and services that 
will be subjected to SST compared to GST. 

Impact on different sections of society 
The biggest beneficiaries from cancelling 

GST will be the middle class as they are 
consuming goods and services subjected to 
GST. 

The poor were not impacted by GST due 
the zero rating and exemption of many 
essentials. The wealthy and the high income 
earners were not impacted by the GST since 
it represented only  a small portion of the 
disposable income.

Removing GST will benefit everyone and 
it is likely that a substantial part of the GST 
saved will flow back into the economy from 
the poor and the middle class as they under 
pressure from the cost of living increases due 
to increases in petrol price, ringgit 
depreciation, mortgage payments etc. The 
savings will also allow the middle class to 
reduce their borrowings.

All round, more money in the hands of the 
Rakyat will benefit the Malaysian economy

What about the shortfall in government 
revenue – approximately RM20 billion? 

The shortfall for 2018 may not be RM20 

Our goal is to reduce debt and maintain
growth, Eminent Persons assure investors
KUALA LUMPUR: Former finance minister 
Tun Daim Zainuddin, who is now part of the 
five-member Council of Eminent Persons 
under the new Pakatan Harapan (PH) 
government, has assured investors and fund 
managers that they are going to address all 
the problems affecting the country’s 
economy and are not going to increase the 
debt.

“There is no reason to put the economy 
into a state that is much worse (than 
before),” he told Bernama after chairing a 
meeting late Saturday night with other 
members of the team.

Daim was responding a question on 
investor jitters over the impact on the 
ringgit and stock market following the 
surprise win by PH in the 14th general 
election which saw the fall of the 
Barisan Nasional.

He pointed out that investors 
were more concerned on the 
proposed removal of the Goods 
and Services Tax (GST), which 
they said would likely impact 
government revenue and in turn 
widen the fiscal deficit.

“We are not going to increase 
the debt anymore. We are not 
stupid.

“This is a lot of speculation, 
unnecessary fear. This is a 

BNM: Strong 
economic 
conditions
to persist
PETALING JAYA: Bank Negara 
Malaysia governor Tan Sri 
Muhammad Ibrahim said strong 
economic conditions are expected to 
persist despite expected short-term 
volatility in the aftermath of a change 
in government.

“Malaysia is no stranger to short-
term volatility given that we are an 
open economy that is highly 
integrated with global markets. Our 
experience tells us that we must be 
careful not to overreact to market 
noises, especially when it is caused by 
factors which are temporary in nature. 

“The negative but much reduced 
influence of the NDF (non-deliverable 
forward) market should not detract 
the ringgit movements over the longer 
term,” he said during his address at the 
2018 Asian Institute of Chartered 
Bankers graduation ceremony on 
Saturday. 

Muhammad explained that in the 
medium and long term, the ringgit will 
reflect Malaysia’s strong economic 
fundamentals and the strength can be 
seen from the current account surplus, 
a strong reserves position, low level of 
external indebtedness and strong 
capital buffers in the banking system.

“We expect these strong conditions 
to persist. As many of you here can 
testify, our financial system is resilient 
and robust. On numerous occasions 
over the past decade, we have been able 
to manage market volatility in our stride. 
To a large extent, this was due to the 
continuous measures taken over the 
years to develop our financial markets.

“Our market now is balanced, deep 
and liquid to provide the structural 
support for orderly market 
conditions,” Muhammad  said.

The Monetary Policy Committee of 
Bank Negara Malaysia last thursday 
reaffirmed that the outlook of the 
Malaysian economy remains strong, 
healthy and robust. 

Bank Negara will continue to 
ensure orderly conditions in the 
onshore financial markets, he added.

Ringgit, govt bonds
expected to face 
selling pressure
KUALA LUMPUR: Malaysia’s new 
government is girding for a volatile 
start to trading today when local 
currency, debt and equity markets 
open for the first time since the 
stunning election defeat of the 
coalition that had ruled the country for 
six decades.

“We will watch the market and take 
necessary action whichever way the 
market goes,” Prime Minister Tun Dr 
Mahathir Mohamad said on Saturday, 
after offshore investors expressed 
concern that his populist promises 
could undermine economic prospects.

Mahathir’s alliance had pledged 
during the campaign to remove a 
goods and services tax, scrap toll fees, 
reinstate fuel subsidies and review 
Chinese investment deals.

The ringgit lost 4% in offshore 
trading, while an overseas Malaysian 
equity fund showed a 6% drop in share 
values after the results were 
announced early on Thursday.

The currency “may need to play 
catch-up” today, and fall in line with a 
4% drop in three month non-
deliverable forwards, while 
government bonds are likely to be 
under selling pressure, Frances 
Cheung, head of macro strategy Asia 
at Westpac Bank, said by e-mail. – 
Reuters  

billion as the GST is unlikely to be abolished 
for another three months, which will mean 
GST has to continue to be imposed at least 
until the end of August. Merdeka gift!

The reason for the three-month delay is 
because SST legislation has to be passed 
to bring it back and taxpayers need time 
to transition out of GST and into SST. 

The shortfall in 2018 will be much smaller 
if SST is implemented from Aug 31, 2018 as 
there will only be four months left in the 
year. 

Over the long run, the shortfall still has to 
be made up and the immediate actions could 
be:
1) reduce government expenditure – cut 

down unnecessary travel, downgrading 
the class of travel, smaller offices, fewer 
official functions, etc;  

2)  reduce leakages through transparency in 
the awarding of contracts; 

3)  renegotiating ongoing government 
contracts to locate savings; 

4)  reviewing or delaying infrastructure 
projects that will not be economically  
viable with little social benefit; 

5)  redeploying existing civil staff to where 
they are needed rather than adding more 
staff. The recent increase in oil prices will 
help buffer the shortfall. 
The alternative is to review the old SST 

regime and to consider widening the goods 
and services that could be subject to service 
tax which will not impact the poor or the 
middle classes. It is also necessary to review 
the 10 % sales tax rate and to consider 
reducing it to, say, 5% to 6%. 

Transitional headaches to businesses
Being the first in the world to introduce  

and thereafter remove GST, we have no 
precedence to guide us. 

The issues that need to be addressed 
urgently are: 
1)  the date of the GST shutdown; 
2) how to deal with ongoing contracts that 

straddle the cut-off date; 
3) will the GST-inclusive contracts be
    automatically modified to remove the GST 

element;
4)  will GST paid for long-term commitments 

in advance be refunded for the portion 
relating to the post-GST period;

5)  will GST paid on stocks at cut-off date be 
refunded by government; 

6)  GST refunds yet to paid back to taxpayers 
– when will they be refunded;  

7)  ongoing GST disputes – what will happen 
to them .
There are many issues involving 

computer systems: the software will need to 
be modified or new software will have to be 
purchased and documents such as invoices 
will need to redesigned and staff need to be 
retrained to comply with SST requirements. 
Compliance costs initially will increase. 

If these matters are not addressed quickly, 
it will affect the economy as removal of GST 
and introduction of SST have a direct impact 
on businesses. They need to know how to 
migrate from GST to SST. Certainty and 
clarity are needed for commerce to move on. 
Businesses do not want the authorities to 
make the rules as they move along.

Discussions are needed with relevant 
stakeholders and professionals so that the 
migration takes place smoothly with little 
negative impact on the economy. 

Final suggestion
There will be cost of migration from GST 

to SST. The government should consider 
subsidising or incentivising businesses to 
cushion them from the extra cost of 
migration. Secondly, the investment in the 
GST systems will have to be written off and 
the government should consider a full 
income tax deduction for such write-off. 

Immediate consultations between the 
authorities and the various stakeholders and 
professionals will lead towards a smooth 
migration from GST to SST. 

Malaysia Boleh!
 

SM Thanneermalai is the managing 
director of Thannees Tax Consulting Services 

Sdn Bhd and chairman of the board of 
trustees of the Malaysian Tax Research 

Foundation.

normal reaction when a new 
government takes over,” he said.

Daim assured investors that the 
team has experts who can handle 
this issue.

“For 57 years there was no GST 
and there was no problem,” he 
pointed out.

The important thing is to get rid 
of corruption, Daim stressed.

Present at the meeting were 
three other members of the team –
former Bank Negara Malaysia 

governor Tan Sri Dr Zeti Akhtar Aziz, 
former Petronas president and CEO Tan Sri 
Mohd Hassan Marican and economist Prof 
Jomo Kwame Sundaram. Tycoon Tan Sri 
Robert Kuok, the other member of the team, 
was not present as he is currently overseas.

Newly elected Prime Minister Tun Dr 
Mahathir Mohamad on Saturday announced 
the setting up of the team which, among 
others, will assist the new government in 
implementing its 100-day promises as 
spelled out in Pakatan Harapan’s manifesto. 
– Bernama
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From left: Daim, Jomo, Hassan and Zeti at the council's meeting on Saturday.

 Kuok


