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Government Revenue Down in First Half 2016
•

Government fiscal deficit has reached RM32.8 billion in 1H16, against the target of RM38 billion for the full
year of 2016. Despite the huge deficit in 1H16, it should be noted that the Government remains steadfast
with its fiscal consolidation plan particularly to achieve 3.1% budget deficit in year 2016.

•

GST collection was down to RM7.1 billion in 2Q16 from RM10.2 billion in 1Q16, making the total GST
collection for 1H16 only at RM17.2 billion. The lower GST collection could be partly due to the higher refund;
as such the target of RM39 billion collections for year 2016 could prove to be difficult.

•

We are optimistic that the government could achieve its target of 3.1% deficit to GDP ratio. With all the
measures taken by the government so far to rein down its expenditures and prioritisation of development
projects, we believe the fiscal is achievable. However, there is admittedly downside risk with the global trade
and economy remains weak, which currently presents strong headwinds to Malaysia economy.

Government fiscal deficit has reached RM32.8 billion in 1H16, against the target of RM38 billion for
the full year of 2016. Despite the huge deficit in 1H16, it should be noted that the Government remains
steadfast with its fiscal consolidation plan particularly to achieve 3.1% budget deficit in year 2016. Recall that the
Government has trimmed down the budget deficit by more than half since 2009. In 2015, the deficit was shelved
to 3.2%, significantly lower than the 6.7% deficit in 2009. Moving forward, we are confident that the Government
will continue to commit with its fiscal consolidation target, so long as the economy does not face a quarter-onquarter contraction. As an addition, year-to-date until July, the deficit remained RM32.9 billion, which is close to
the June’s year-to-date number at RM32.8 billion.
Table 1: Federal Government Finance
RM million

YoY change

2013

2014

2015

1H16

2014

2015

1H16

Revenue

13,370

220,626

219,089

96,292

3.4%

0.8%

-9.8%

Operating Expenditure

11,270

219,589

216,998

109,454

3.9%

-2.9%

2.1%

Current balance

2,100

1,037

2,100

-13,162

N/A

N/A

N/A

42,210

39,503

40,768

20,079

-6.4%

20.0%

31.0%

Less Loan recovery

1,526

1,052

1,483

488

-31.1%

-1.8%

152.8%

Net development expenditure

40,684

38,451

38,676

12,591

-5.5%

20.6%

29.4%

(38,584)

(37,414)

(37,193)

(32,753)

-3.0%

-0.4%

110.1%

-3.8

-3.4

-3.2

N/A

N/A

N/A

N/A

Gross development expenditure

Overall balance
Overall balance as % of GDP
Source: BNM, CEIC, MIDFR
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GST falls to the lowest level in 2Q16. GST collection was down to RM7.1 billion in 2Q16 from RM10.2 billion
in 1Q16, making the total GST collection for 1H16 only at RM17.2 billion. The lower GST collection could be partly
due to the higher refund; as such the target of RM39 billion collections for year 2016 could prove to be difficult.
Overall consumption tax fell by 27.7%yoy in 2Q16, from RM10.8 billion in 2Q15 to RM7.8 billion in 2Q16. The
total Government revenue was down by 9.8%yoy in the first half of 2016.
Despite the rebound in oil price, petroleum corporate tax remained low. Possibly due to the pullback in
investment activity, corporate tax on petroleum company continue to fall below RM1 billion, at RM916 million in
2Q16 despite the rebound in oil price. For 1H16, the overall petroleum corporate tax was at RM2.9 billion, slightly
lower than our forecast of RM3.4 billion. Moving forward, we are not expecting much improvement in the
petroleum corporate tax, though we opine that it should have hit the bottom for now.
Government fiscal (ex-development expenditure) in deficits for the third straight quarters. – the
first time since 1987. The latest data from the treasuries revealed that the Government recorded a deficit of
RM4.8b in the 2Q16, marking the third successive quarters in red. The last time such event occurred was in 1987
where central government deficits spanned for 5 consecutive quarters which began in the third quarter of 1986.
Gross development expenditure surged by 31%. Government gross development expenditure surged from
RM15.3 billion in 1H15 to RM20.1 billion in 1H16, mostly due to the payments made on various projects under
RMK-11. Due to the high increase of development expenditure in 1H16, we are expecting that the number would
be lower in 2H16, hence capping the fiscal deficit for 2H16.
We are maintaining our expectation that the Government will be able to maintain the 3.1% deficit
target. We are optimistic that the government could achieve its target of 3.1% deficit to GDP ratio. With all the
measures taken by the government so far to rein down its expenditures and prioritisation of development
projects, we believe the fiscal is achievable. However, there is admittedly downside risk with the global trade and
economy remains weak, which currently presents strong headwinds to Malaysia economy.
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is
for distribution only under such circumstances as may be permitted by applicable law.
Readers should be fully aware that this report is for information purposes only. The opinions
contained in this report are based on information obtained or derived from sources that we
believe are reliable. MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or
warranty, expressed or implied, as to the accuracy, completeness or reliability of the information
contained therein and it should not be relied upon as such.
This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions.
Different assumptions could result in materially different results. All opinions and estimates are
subject to change without notice. The research analysts will initiate, update and cease coverage
solely at the discretion of MIDF AMANAH INVESTMENT BANK BERHAD.
The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD
may have interest in any of the securities mentioned and may benefit from the information
herein. Members of the MIDF Group and their affiliates may provide services to any company
and affiliates of such companies whose securities are mentioned herein This document may not
be reproduced, distributed or published in any form or for any purpose.
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