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EXECUTIVE SUMMARY

Brunel Darsssaiam's economy corinued 10 be dorminated by the of and gas
sactor. Oil and gas eccounts for &0 parcent of todal expont samings, ovar 40
percant of GDP and about 90 percent of govemment revenue. Economis
performance has bensfited fram high oil and gas prices and the prudent
managerment of Bacal rescurces.  Although the oll sector regisiered nagative
growth, this was offset by stronger perormance of the non-oll gectar, leading 1a
an overall GOP growth of 1.7 percant in 2004, The lower producton of o was
due 1o repalr waork: and upgrading of oif fecilites,  Given hal mast of the repair
and upgrading work has been completed, output growih In 2005 & expected 1o
bz e rabust in the range of belwesa 2.5 to 3.5 percant. Inflation rate contin-
ued bo be subdwed last year and is axpectad o remain benkgn in 2005

Tofal - Gowvernment Rewenue also incrsased and excesded the Budgeted
Goarnment Revenus by 253 parcent while actual Government Expandiura
excseded the budgated amount by 1006 parcant. Currant Expanditure, althaugh
decreased by 15,0 parcent compared bo e previcos financial year, has exceaded
its budgated amount by 180 percent. Meanwhie, Capilal Expendibure was
under-utilizad a5 only 54.0 parcent of the allocsted budget was spent. Brunel
Carussalam condinued o enoy a healthy fiscal swplus of around 16 parceni of
GOR

In the monslary seclor, monetany aporegaies have increased, Broad morey
increased by 14.4 percent whils cumency in circulabon expandsd by 8.7 parcent,
Avarage ceposit interest rates rose for both the &-month and 12-maonth pedod. In
ther Bankirg sactor, tolal assels and todal deposits mcreasad by 20.9 parcant and
16.2 percent respectively. Meanwhile, total laans alse increasad By 2.3 pereant,
MPL ratio et the end of 2004 stood at 12.49 percant, showing an improverment
ovar 200q ;

Sustained by high ol prices, Brunel Darussalam's exierna trade balance
continesd 10 recard & substantial surplug reaching B%5,150.2 milllon this year
8 14,1 percant incresse despite the morease in iotsl impors by 4.4 percant
Export exmings from the oil and gas sector increased by 18.0 pereant amounting
tx BET,A27.12 milon, which was equivelent 1o B0 parcent of GDP. As al
gnd-Decamber 2004, intemational reserves siood at BEEST 2 milion, 8 81
percent incraass from the prenious yaar,
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GLOBAL SHORT TERM ECONOMIC

REVIEW

Thez year 2004 saw 2 strongd expansion in glabal economic
growth In recent limes. WS robuist growth, Japan and
Eurozone enhanced growth tosether wilh the recovery of
tme word's Infosmatkn technology Indusiey has prasssied
East Aslawith one of the st kbeal axternal emirsnmants
in the post-crisis years, Tha People's Rapublic of China
(FRC), the largest sconomy within Esst Asia region,
kept up ks growdh rate of above 9 percant whereas its
domestic dernand alas kepl pace Tha nofables excaplion
was Korea which registered 2 below 5 parcent GDP growth

Mobwithstanding sermational oil prices rsing sharphy,
rancom avian flu cutbreaks and the Tsunami disasier, East
Agia was still abie by achiews an astonishing average GOP
roeith of 7.6 percant, which represents the second highest
growth rate since the 1997 crisis,

The United States, as the world's largest economy, graw
at 4.3 percent, an ncrease of 1.3 parcant from 2003
This stronger than expected growth in tha LS was mainly
ted by ks sirong domeshic demand melatve 1o its trading
pariners logathar with highar oil prices which help offast
the effect of the depracietion of the LIS dollar.

Digspete 1he Eufo's appreciation ageinst the US dollar,
the Euro economies registered a 2.2 parcent growih rate
In 2004, which was a significant increase in growth rate
companed ta 0.5 parcent in 2003. The modest growih
within Europe sinca mid-2003 lost ks momentum In the
sacond haif of 2004, Volatile o prices together wilh 1he
longsiandmg structural weaknesses contribubed 10 wesk
finad domestic demand within the Eure ares whereas
slowar global growth and the apprecistion of the aura
negated export growth, which was the key driver of the
economy during the first hatf of 2004,

GOF.in the UK grgw at 3.4 percent in 2004 compared
I e pravious year is growth of 2.2 percant. Activity
continuad af a robust rabs in the first half of 2004 fallowing
# Sleady growth through 2002, Although growth slowed
in 03 2004, it rebounded in Q4 2004 from the strong
parformance of the sendces iIndustries

Japan's economic lathargy saames o be coming to an end
&5 shown by the growdlh of ile economy 1o 4.4 percant for
the year 2004, as compared to 2.5 percent growth rate in
2003, Degpite 2 vigorous upsurge in GDF growth of 1.8
peer cent during 1 2004, Japan's economy subsaquently
slowed dowh, recording hardly amy growth for the
remalnder of the vear, This is due to the simultaneous
decline In private consumpdion and fiwed imestment
togetner with destocking programs.

China's ecanomie mamentum remains very strong and
bugyanl, despite tightaning measures by authaorities

and investmeniremalns unsustainably high. Steorg grovath
in China supporied actlaly elsewhers i the regian; much
continees o depend o extra: reglonal developrosnts,
particutarty the extant of the correction In he Infarrelion
technobogy (IT) markets, which has conirbuled 1o a
marked slowdown in growth 0 some Aslan countriss
during the year

Improvemsant in growth performance hes been pravelant in
the emarging market as well as the ransidlon ecanamies,
Rapid growth wsa not only limied 1o emerging Asia
which includes China snd India, bul could alss be sean
in the tramsition economies of Euregs Including Russia,
Iikraing, and the new members of the EL whose arowih
parformance wes largely unaffected by the shiggish
growih in ihe euro area Meny pars of Alrica and the
Meddle East hewe sean a very ancouraging devslopmen
whare enhanced macrosconamic Mmansgemsan has
resufted in bower indlation, accelesaling arowth and
improved economic stability.

|t appears that the most prominent fealure of global
BConamic parformance In 2004 was the widespread nalure
of the upturn, A 2hways. the US economy remained e
principal engine of arowih, Jagan's economy Meconde:d
itz strongest performance In 2004 in recant vears. The
Surn area S2ems {0 e almos along in terms of growng
at 2 continued lacklusine pace, In comparison o the other
Industrial sconarmies.
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REAL SECTOR DEVELOPMENTS

CVERVIEW
# In 2004, real GLP growth was recordled &t 1.7

DEFES,

» Owf and Ges Sector s estimeiad to sccowuni for 43,89
parcsm of the aconomy s fofal GOWE

= OO il G Seciar sonfracled by approximafaly 1.5
peres i MM,

= Avsrage crude ol piice ger barel wag US54T 87 far
2004, T

# Avsrage LNG prics per MMBR was U554, 88 for
P

= Avarage CPF was 1072 for 2004,

Brunel Darvssalam’s economy grew by 1.7 percem for
the year 2004 (Figure 3.1}, Iower than the forecasied rate
of 2.8 percant estimated earlier. The il and Gas Sactor
is estimated to have contnbubed 438 percent of nominal
0P, while the Nea-0il and Gas Seclor accounted for 56,2
percant. Growth wes mainly atinbuted to the expansson in
various Mon-0il and Gas sectors.
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OlL AND GAS SECTOR

The Qil and Gas Sacior confracted slightly by 1.5 parcant
compared b preduction registered in 2003, Average crude
oil preduction declined from 207,240 bpd to 205,750 bpd [#
raduglion of .7 parcent), while avarage LING production also
dechined from 1,048, 143,01 Mhbiu per day 1o 1,018 001 56
i{a reduction of 3.2 percent). The decline In production of
bath commodities wers mainly due o the maintenance and
upgrading of oil and ges production faciities.

The price of crude of' averaged at US341.83 per barrel
in 2004, an increase of 3B.6 percent and 651 percent
cimpared o the averags prca recordad for 2003 (US530.17)
and 2002 [US$25.33) respectively, Correspondingty, the
price of LNG aversged at LS54 58 par MMBLU, an incraass
of 7.5 percant from the average price recondad B year B30
(US34.54),

Figpure 3.3 Crude 08 Production and Pricss
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Figure 3,41 LNG Producion smtd Prices
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NOMN-OIL AND GAS SECTOR

Tha Mon-Ce and Gas Sector contnued bo grow in 2004
recording 8 growth of 5.3 percant in 2004 aftar growing by
3.8 parcant in 2003, This was mainly due o mprovemenis
in the Agrcullure; Fishery; Men-Oll Mining, Quarrying and
Manuiacturing: Wholesale;, Transport & Communicabons
Seckors,

Tha primary seclors, namely Agiculture. Forestry and
Fishory Seclors axpanded robustly in 2004 by 8.8 pencent,
28.7 percantand 29 2 percen], whilsl contributing 2 1 pancent,
0.4 parcent and 1,1 parcant o total GOP respecivedy

The Banking and Finance Sector ceclined by 6.2 parcant
in 2004 afer growing by 4.5 parcant in 2003, Total intersst
income from loane and acvances was BR3E.T millian in
2004 pompaned 10 BS4EE million accumulated in 2003, For
the year 2004, this sector & estmaied 1o have contributed
4.8 parcant 1o the GDR.

Tha Mon-0f Mining, Quemying and Manufaciuning Sector
grow by 5.9 percent and confribuded 3.0 percent of fotal
GOP in 2004, Growth |0 fhis seclor was Gus 1o increased
production of vanous indusines within the secior namelhy
garments (9.9 percant); cemenl {145 parcent]; bricks (27.5
pewnend); and roofing (4.6 percant)

The Trensport and Communication Sechor continued 1o
oxpand, growng by an estimated 14.1 percent in 204
compared 1o 2003, Relatve o lolal GD8 this seclor
contribuied 4 & parcant. The ncreased performance of this
sachor was causad by &8 rse in ha sourme of seaboms Sarmo
handled; and incressed acivily in the communications sub-
sactor derived from incressed usage of telscommunicaticns
facilities and also an snlarged number of mobile phone and
Intarmet subscribers,

INFLATION

For 2004, the average CPl wes 101.2, an Increass of
0.9 percent from the CPl recordad for 2003 (average
CPl 2003 = 1003.3). Among others, the changas
recorded wara: Food & Mon Alcohofic Beverages (+1.6
persent); Housing, Water, Electricily & Mainierance
(0.7 percent); Household Goods & Operations (4.2
percant); Transpor (+3.3 percant). and Recreation &
Entertainment {+6.5 pescant)
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QUTLOOK FOR 2005

The economy of Brunel Darussalam |s forecasted o
grow ata rale of batwesn 2.5 percent and 3.5 percant
in 2005, Wilth the completion of the malntenance and
upgrading of oil produclion facifities, robust growth is
antcipated from the ol and gas sectors, Meanwhibe,
furlhar expansion is forasesn in the Mon-Cil and Gas
Sacior

Economic growth expasenced by the neighbousing
economies namely Chine, India, South Korea and
ASEAN will suslain maikel demand for Brunei
Darussalam’s oll and LNG exparts, The positive effects
of increased expori revenue due to fevourable il and
LNG pricas will further add fo the growih of Brunei
Darussalam’s sconomy, Spill-over affects of greatar
gconomic aclivities in ASEAN and the Asia-Pacific
region are expecied to brickle throwoh into Brune
Crarussalam's economy and further enhance economic
grawdh

The Mon-0il Private Secior is expactad fo post furlher
growth during 2005 &8 this sector has continuously
expanded in previous quarters. The year 2005 is the
fifth and final yaar of tha E" MWational Developmant
Plan, thus increesed expendiure s sxpecied due o
the |mplemanlabon, fnalisallion and completion of
progects under the five-year plan: This fiscal stimulus
from increasad govermment expenditure |5 expacted
to contribute to expansion |n the varous seciors of
the economy, mosty those involved in Construction;
Transport & Communicalion; Whalesale; and Retail

I T Sy B CP1 b B3 0003300
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sectors, (Other ssclors such as Business Services
Banking, Finance and Insurance; and Primary
Indusiries are @lso expected to contribute o growth.
Howaver, the expiration of the BMulti-Fibre Agresment
(MFEA) is expected to affect growth prospects of the
Mon-0il Sector due to ts negative impact on the textila
and garment Iindusiry which i the second |largest
contributor to axport earnings afler odl and gas. The
CPI has remained sebdusd during 2004 and It |s
anticipated that the frend will cantinue through 2005

EXTERNAL SECTOR DEVELOPMENTS

COVERVIEW

» Total exports Moreased by 160 peveen! o
858,654 million i 2004,

# Tofal impods increased by 4.4 peveent o
B32.4712.5 i,

= A4 trade surpius of BS6 1602 mifion was
racoyad,

* \mlamational Resenses eressed by 5.1 parcent
to BEAST,Z milian,

Fagaire 4.1 Exports aned inprats, $389-2004.
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EXPORTS

Brunel Darugsalam's export remaing meinly deminated
by &l and gas with the sector camprising 90 parcant of
fofal expars

Total exports hes been on an increasa over the last four
years, and has continusd to rise by 18 perceni from
BS7.704 miflion in 2003 to BS8.654 million in 2004,
This increase s mainly aliributed o ofl and gas expors
continuing its positive frend, showing an increase of
16.0 percent o BS7 827 millicn in 2004,

Table A 2 Expirtsdn Bymilian by Mooy Cammooites

Ciland Ges BTE4. 1S THAT, 92 15.8%
e ITBE0E  4D125E 0.7%
foech W45 WIAE -RTOR

Men-0iland Ges 95018 BET.OO B
szl WA 30684 9255

TOTAL T4 33 AA84.13 12.8%

Bouris ExdreiFid FEFIRIY 00 O3 OpeTesT] Depaprnment, Frime Mireiess Dfics

In terms of value, p&trcnleurp exporis Increased by 30.7
percant from B33, 752 million to BS4,813 milllen in 2004,
despite a reduction in exporl volurme, The Ingrease in
export valug was dus io highar &l prices. The averags
oil prica far 2004 was US$41.83 per barrel compared
1o US330.52 per barrel In the previous year,

Tedal export value for LNG exporis however decresesd
by 1.7 percent frorm B32,965 millicn in 2003 to BS2.914
milligey this year due to a8 reduction in LMGE export
valurme by 1.5 percent 1o 384 fellllon Btu per year.

Table 4,3 Comparisan of Oil and Gan Export Voluite aiid
AN BT Age Frices

Ol {*000 bpd) 10 18G -1.51%
Das
{7rlllon Btu per v 54 -1,82%
- I
Cruda Ol LSS £

n 31,52 41,83 A7.06%
Gas |USEMMBR) 4,841 4 ATER T.ad%
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Mon-oil and gas expods, however, fell from BI950
miliion in 2003 to B38ET milllon in 2004, This decrease
was dus o a reduction In gaments  exports,
decreasing by 22.5 percenl from B332& milicn to
BE302 million, Further reductions are expacted with the
expiration of & 30-year-old global textibe quota system
In Decembar 2004, The conclusion of the muli-fiora
agreemeant (MFA}, which allccates textilm guotas o
devaloping nadions for expont and gase Brungl Danussalam
Itz entry into the global markal, signals the beginning of
stiff competition from China in the texiile Business,













































