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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



Flscal and Monatary Raview - Annual 2004

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%

A Savelg Fldera] #0d DeseiopmesTi Cepormmen., Frme Wrimesrs DHcs:

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,
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Fegure 4.5 Proportion of O & Gas Exports by
Trantinalticn

régm Testwd
oy

o Eepanis @b b e Boaeri O Ner-O8 & D S

Foure Eoon e P e end D eropems] Depoareind, P b smat s Ofbon

DIRECTION OF EXPORTS

Japan remained the main expon destination accounting
far 35.0 porcent of tolal exporls followed by
ASEAM (21.0 percent) and Korea (12.0 percant). India
has ovariaken China 45 a kay axpori dastination, holding
5.5 parcanl and 3.8 percent of Brunei's export market
respeclively. India’s share of 1he axport market, which
imcreased from 2.0 percenl m 2003, was due fo its
incregaing demand for energy. India's demand far oil
grows ai & rate of 4.0 percent - 7.0 percent a year,

Figaurn 4.3 Exports by Ragion ol Desbination
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Other notable incresses include exparts to Ausiralia
which heve increased by 56.0 percent, Korea by 28.0
parcent and 1o the Evropean Unlon by 105.0 pescent

Figore 4.4, Proporion of Exparts by [estinatien

Sayree: Eronamic Plarnieg srd Desokpraent D pnsL Srere Maiers OTee

Brres, Erpubdc il
o w
1 L

Sl Eqdioeas irerg arad Daeywluzeis] Copntirmr. Prorm boosdeci Dz

IMPORTS

In 2004, total imporis reached B%Z412.5 million,
4.4 percent hkigher compared to the previous year
This increase was atiributable to the rise In imporis
af Miscellaneous Manufactered Arbicles by BS31.2
millien {11.8 percent) followed by Machinery &
Transpaort Equipments by BS26.7 million (3.3 percent)
Beverages and Tobacco imporls recorded (he highest
growlh rale of 51.4 percent. As shown in table 4.3,
imgorts of other commodibies also increased, though to
& |lesser adent, tmports of food increased by 2.0
perceni, Manufaciured Goods by 2.3 percent
Chemicals. by 93 percanl  and  Miscallanaous
Transactions by 9.7 percent. Although tolal imports
increased, impors In commedities such as Cruds
Material Inediblz, Mineral Fuels and Animal &
Vegetable Oil and Fals decreazed by 15.7 percenl. 1.2
percant and 18.4 parcent respeciivaly.

Vivhde' d £: Imperis by Comemodity {BSollkon), 7003 -
004

Fiosord 0T 454 B3 1596
Beve=ages & iohacco 4253 64,319 51 43
Cruds matenal nsdtie mel 047 865
Mimsral fusi= 12m a8 AT
ey e oS 122 1838
Charsicas ITEAT 122 251
Manifaciuns goads S8TAT B.88 228
Machirery & Fanshom

BguinmaiE 4] W] B4d1.83 278
Mizcalanacus manufachiradg

N 264 .03 2R5.T 183
Mecelaneous transaclians 10.11 11.08 ==
Tatal imports 230982 2.412.40 481
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The largest share of commeadity imports in 2004 was
Machinery & Transport Equipment, which amaunted fo
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4.9 percent of fedal Imports (as shown in Figure 4.6}, a
dacling comparad fo its shara of total imports in 2003
of 352 percant. However, the overall composition of
commaodity imporis has remained relatively constant,

Fiiminre 481 Copresdlin of Tedal lnfes
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For the wear 2004, Brunel Darussalam's leading
sources of impors include Malaysia, Singapore, US4
United Kingdom and Japan. As shown in Figure 4.7,
45,0 parcent of total imports (E51,100:8 million) were
from the ASEAN region whike impors from the
Eurapéan Union acocdunbed for 120 percent (BR290.7
millan).  Imports from the USA, Japan, Ching and
Hong Kong accounted for 12.0 percent, 100
percent, 8,0 percent and 5.0 percenl of 1al imparts
respectively, Among the ASEAN couniries, Malaysia
and Slngapors are (he major sourses of impors with
44,0 percent and 4000 percent of ASEAN commaodity
Impers respeciively

imports from Garmany. the United Kingdor, USA and
China, which conaizted of malnky Manufaciured Goods
and: Machinery & Transport Equipments, increased
gignificantly compared 10 the previous year

Pl 81T Mikar Sedrgil il imparts
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TRADE BALANCE

The econamys balance of rade continesed o record
a surplus this year reaching B36.150.2 million. a 14.1

percent increase compared oo hat i 2003 This wes
attritidable to the increasing world enargy pricss,

INTERMATIOMAL RESERVES

International reserves of Brunei Darussalam, which
refer to Brunel Cumency and Monetary Board's
(BCME) sxlemal aasats plus IMF guota subscriglion
and holdings of 3D, incregsed by 5.1 percent fram
ES200.6 milllon In 2003 to BHAS1.2 milllen in 2004,
This was due to an Ingrease In BOMB's external
sssets, which was lollowed by an expansion in the
faralgn exchange coverage of currenty in circulation ko
102.2 percant,

EXCHAMGE RATE

The Brunei dollar weakened sgainsl the US dallar in
fha first hall of 2004 bul strengihaned significanthy in
the second half, reaching B51.6338 at the end of
Decemb-er, Concern about the WS curent account
deficil caused ihe US dollar 1o plunge 1o mulli-year
lows against most major couniries.

Figiurs 4.0, Exchonge m‘tr-B:E;IUEi
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FISCAL SECTOR DEVELOPMENTS

OVERVIEW

& In 2002005 Governmen! Ravempue infreasad fo
BIEE, 3731 million fiown the pravious pear

& Govemment Exganditwe anauntsd fo B854 880 93
fmiiion, rescifing iva 74,9 paroen decresse,

= Proasional suroius of 551,487 14 millos.

FISCAL POSITICN

Brunel Canissalam confinued o enjoy & healthy fiscal
surphes of $1.481.15 milion. Thes surplus &= eguivalant bo
0.3 percent of Total Govermmen Experdiurs,



Figiare 5.1; BarpluniDeficit Dalances

Scuroa: Timanry Cepaetresnt, Knirry el Fissncs

GOVERNMENT REVENUE

For the period April 2004 fo March 2005, the total
revenue collecled 8 B3E6.371.1 milion which iz 61.4
parcanl higher than the budgeled amount lor the whole
vear, This s attributed to improved ravanee outluim
from both 1ax and non-tax scurces,

Flgure 5.2; Flacal Revanco, 2000 - 200405

Bamiscd: Troseaiy Doparmrent, Minymy ol Fiasros

Tax Revenua, which congisis of lawes on net incoma
and profits, taxes on internaticnal irade and licendes
and chargas, increased by 7.0 percent from BE3 426.0
milllion in 2003 to B53,686.2 million in 2004,

Taxes on net income and profits. which accounted for
BE.T parcant of Tax Revenue increased due fo higher
ineomae tax raceipt of aboul 9.0 percent more from oil
and gas companies,

Total Revenus receed for Apnl 1o December 2004 has
slready exceeded the budgsied amount of BE3, 934826
millicr: with il and Ges Revenus, baing B4, 28832
millicn and Non-O# Revenue baing BE435.53 malion.

Revanue from the Ol and Gas Sector In 200472005
wad budgeted io decrease by 38,1 percent from the

previous yesr. However, these was an increase of 65.3
percent from the budgeted amount of B33,434.0 million
to B33,815.0 million,

(L] =4 wea sl EIHT
N § ww e waws W peam o

. I radmy of 1

Impori duties; which accounted for 2.5 percent of Tax
Rovenue decrepsed by 169 percanl because of
raduction In import dulies of motor vehicle and
tobacco

Mon-Tax Rovenun, which consisis of properly income,
adminiglrative lees and charges on sales of goods
and fines: and other non-tax revenue declined by 81
parcent from B32,543.30 million in 2003 fo B32,704.59
million. Howevar, it excesdad the Budgelted MNon-Tax
Revenue by 81,8 parcent.

Taldd 5.1 Bardgatold & Actual Revinun Collestinn
Comnparison

L5283 53711 16%.E
?ﬂ'l'lﬂ'l.ll
Ht:lﬂl'luﬂ e = 3,EEEZ L[5
Hon-Tax
e 16719 2,706.0 eLE
[T T ——

Compared to the Total Government Revenua in the year
2003, there |g only a slight increase from B$E6 360.4
million to BEE.371.1 milkon.

GOVERNMENT EXPENDITURE

In I Niscal year 200472006, Government Expendilure,
which consiste Current and CGapital Expenditure,
dachined by 74.9 parcent compared to the previous fiscal
Year. Ag can be seen from figura 5.4, the Governmesn
Expenditure decreasad 1o BE4, 689,99 milllon compared
to B55.747.75 milllon in fizcal year 2003/2004. This is
attributed to the change in the financial year, from the
calendar wear bo 1 Apel beginning 2004, covering &
15-months pariod for the financial year 200304,
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Sompi Trwagiry Dopsstreand Medisy of Fridfas

The actual Govarnmant Expendifure in 200412005 was
slightly higher by 10.6 parcant of the budgeted amaun
at 54,4211 million, This was due to increases in the
Currani Expanditura

Current Expenditure

The Curreng Expenditure, which amowned to BS54 002,10
milion, has decressed by 13.0 pement compsred 1o
B34 58820 milion n 20032004, Howawer, comparad o
tha lzst § years, the Curment Expenditues was still highar
because of the incrasse in thae Pessonnal Emcluments
component due 0 new recnuitmenis by the Govemmeni
egencies. 'Wages and Saelames represent 35.5 percant of
the Cusrant Expenditura

Figure 5.5 Curmnt Expenditian, 1999 — 204105

Tl 5.3 Badagiodd & Aciupl Curreni Expandiure
LD eI IO

4,002 19
P‘“’“E i 1,507.8 1,420, 14 ¥R
OCAR 13152 1,380 42 1004
Chenged o802 123183 2148

Copltal Expenditure

Ceplial Expenditure was under utllised where anly 54.0
parcant of the aliocated amount of BE1,588.2 million
wag baing spent. This is mainfy dus 1o the lower rate
of spending undér ihe MNational Development Plan,
which anly ulilized 39.4 perceni out of BSS0D.00 million
allocated for Davelopmant Expanditura

Seurrs Toassry Desarirss Mzaicy of Tresce

Tatsla 5.7; Budgoted: & Actund Capibal Expsisiiiire
Comgiarinamn

Capiinl 13882 BEEE .0

Dipumiborpmin 2000 o] a4

OCSE 4982 S0k 24 28
Erars Wnary O Franse

From Figure 5.6 below, Development Expenditure focwsed
o Uheee rmain sectors, narmely, Construction (238 percant),
Transpor (224 percent) and Education and Human
Resource Daveloprmeant (11,3 percant)

Figgure 5,7, Dovalpnpmang Expindibins, 005

Hparcn Wiriiry of France
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MONETARY & BANKING SECTOR
DEVELOPMENTS

OVERVIEW

= Brosd money increassd by 14,4 percent.

= Cumeney n credation axpandad by & 7 parcem.

= Avarsge Ddépoel (nferesl rafes rose far bolfh e 5-
muaonths and 1 2-months panod.

= Total azseis and fofal deposits of banks inoreased by
209 pevcant and 182 pendan respe clivety;

« Toizl foans of benks increassd by 2.5 percent.

« NPL ratic combinues fo decrease o 12 5 perceni.

MOMETARY DEVELOPMENTS

On 1 February 2004, Brunel Currency and fonelary
Board (BCMB) was formed by the Currency and
Monetary Crder, 2004 replacing the Bruned Curréncy
Board (BCB). In this Order, BCME remains the sole
authority in Brunel Carussalam o manage and issue
curtency notes and codng and 1o mainlain exdermal
resarves n order 1o safeguard the international value
al Brunai Darussslam's cumency. The Currsncy
Interchangeablity Agreement of 1967 bebwesn Bruneal
Darusaalam and Singapore remaing intas

This legizlation also provides an enabling frarmewark o
atrenglhen the mandate of BEME 1o act as an agent for
the government on such conditions as may be agreed
betwesn BCMB and ihe gowsrnment where BCME
shall act wilhin the provisions of this Order. Sanclions
and penaliies for violations related to currency lssuance
have also been made mare forceful

The Minisiry of Finance, through BOME. has faken
sleps b0 reduce counterfeil noles by issulng new
polymer nobes in B350 and B3100 dencminations on
155 July 2004 and to gradually phase oul the cifculation
of paper notes of the same denominations,

In & rmonstary statamant in April 2004, the Monstary
Authority of Singapore (MAS) hae announced the
policy of gradusl appreciation of the Singapore dollar
nominal effactive exchange rate (3EMEER) to rafiect the
favourable growlh outlook of the Singspore economy
and o mitigate the risk of upside inflationary pressura
avar the madium tarm. This monetary siance remaing
unchanged since iheir last monetary statemsnl in
Delobar 2004

The effect of this policy wauld have an unfavourable
outcome on Brunel Daruesslam's rewvenus g5 the
exporis of ofl and gas are priced In WS Dollar The
Brunel Dollar sppreciaied against the US Dollar io
BS1.6338 from B31.7003 per U3 Dollar by the end of

2004, Howeves, despife the weak US Dollar, Brunel
Carussalam’s revenue conlinued to be strong as rising
oil prices n 2004 hez muted the affect of the weakenad
IS Doller.
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MO grew strongly by B.7 percent al end-2004 (at end-
2003: -3.8 percent}. The growth in MO was apparent
I 4 owing to the end-of-year festhvities and achoal
halidays.

B11* reme by 2.8 percent at end-2004 (at end-2003: 3.0
percent). Similary, Quasi Money® and Broad money,
2% showed positlve grewth of 176 pescant and 14.4
percent reapeciively.  Meanwhile, Clalms on private
sector expandsd by 4.6 percent

The expansion in the moneiary aggregales refiected
the  posidive perormance of Brunel Derusselam's
BCONOMmY,

Flgini B2 Manetary Devedoqmibms
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Az gl Dec 2004, the currency in circulalion: backed by
external assels stood 81 95,1 percenl whits the amount
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of liguéd asset aa par of curency in circulation |s at 66.2
parcanl. This i in accordance to 524(2) of the Corency
and Manatary Ordor, 2004 whereby axternal asaets of
the Board nat of any Dabilities ehall &t all imes e not
legs than T0 percent of the face value of the currency
ls=aued by the Board and s24i4) deemaed thai liguid
eegels shall amount 1o not less than 30 percent of the
face value of the currency issuad by the Board.

Figaire 8.3 Currendy Back-ip
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Din the asseis sxde of broad money, Met forelgn sssels’
incraasad o BE7,947.1 million, & rse of 206 percent at
wnd-2004 [(#t end-2003: 5.9 percent). The Increase was
largely due 1o additional accumulation of the commercial
banks' fegeign assais todalling BET,244.1 million in 2004
In eomlrast with BE5,308.2 milllon in 2003. Mearwhila, Mat
domestic asssls posied negative growth of 25.8 percant
al end-2004 [at and-2003: -14.5 percant).

T hai Semign messty = DCRAT Foresg o ane in e
kateign peapin les ioreign Lehides

Figuwm 5.5 Bvoad Mangy = Ligbilibes Sica

EZprom Firmaccsl vfulions Drasion & Brarsl Currsnesy wrsl Berslany Boesd, ks
of FinarcE

Ag ior the liability side of broad monay, Quas momesy,
which mainly consisl of fived deposits and savings,
showed robust growih of 176 percenl to B35.459.3
million at the and of 2004 {at end 2003; 8.1 percent), The
Transiarable deposits with a toial of BSZ 955.3 miflion,
slso expeanienced an increase of 1001 percant annually,

INTEREST RATES

Prime lending rate remained unchanged at 5.5 percent,
Deposit rales for the year have seen a very slight increase
for the B and 12-monihte deposits.

BANKING SYSTEM

During 2004, there hawve been no new eniries Inio
ine banking seclor. The banking system in Brunsi
Daerussalam comprises of nine banks, which includes
e local 1slamic banks and one local commercal bank.
Key fingncial indlgators have continwousty improved
compared io the presvious yesr, signifying a posdive
and stahle banking sysiem.

Figs 56 Tolsl Asgeis, Total Dapaning and Totad Logmns
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Total assaels have decreasad marginally with sach
year from 2000 e 2002, Howewver, from 2003 cnwards,
the trend has changed and assets have continuad
o improve year-on-year, In 2004, total assels have
increassd further by BEZ 5105 milkon to B%14 4741.4
million. & 21.0 percant incrasss compared to 2003,

Ceposite mokilised by the banking sectior have also
increased steadily throughout the years as indicated in
Figure 6.7 balow. At the end of 2004, foial depaoskts ross
by 18,2 parcant y-o-y and were recorded st B510,652.1
milllien indicating growing confidance by the public in
the recovery of Brunel's economy.

Figiire 5.7, Dapoais i e dor 2004
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In 2004, fixed deposits represanted B0.5 percant of tofal
deposils fellowad by dermand deposils, savings deposits
and oiher deposits. Prior to 2004, savings deposits
woere 1hve Second highesl typa of deposil. However. this
trend has changed in 2004 whereby demand deposits
congfiluled 12.2 parcent of tolal deposits represanting
an Increass of 45.7 percant compared to 2003,

Resident cusiomers made up the magorty af tha
deposil holders ainpe 2000 and, al end of 2004 hald
&0.9 percent of overall degosits. Governmeant depogits
hayve aleo increased dus to the slgnificant fiscal swrplus
racorded during the year.

Tt €10 Loans Dopasits Ratie, 2E00-2004
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Loan deposits rabo for 2004 stood at 43.5 parcent which
wiats @ confinuous decrease from the previous year,

In terms of capital adequecy, the thrae local banks in
Brunsl Damissalam are well above the Basel minimdm
requiramenis. At the end of 2004, the rsk-weighied capital
rafio (RCWR) wes 184 percant whila core capilal ratio
[CCR) was 14.4 percent.

DIRECTION OF LENDING

Brunal Darussalem has experenced moderate
sconomic recovery since the 1907 financlal crisia.
Credit growth has Increesed ateadily throughowt 2000
1o 2004, In 2004 total loans extended by the banking
aecior increased by 2.3 percent o BS4.524.5 milllon
from B34, 586.0 million in 2003,

Figure 6.8 Direelion of Landing, 2000-2004
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Fersonal loans are primarily vsed for genaral
consumplion, albait théare are casss where cuslomears
have usad {he loams as a start-up working capital to
saf up their respective businesess. As reported in the
imaugural FMR, banks are slill axtending personal
leans at one of the highest multiples of income in the
region. At the and of 2004, personal loans increased by
4.3 percant and stood at BE2,802.5 million. Personal
lzans for the purchese of Automoblles saw the highest
increase In 2004 of 26.7 parcant o BE16.267 .4 milllca
compared to BE12,839.9 millon in 2003 This was
foliowsd by loans for Consumer Durables which rogs
by 197 parcant to BE3, 162 milllon in 2004,
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" Figuie .81 Dirocfion of Londing ir parcent, 2004
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Private secior financing® /= led by General Commerce
and Constrection saclor In 2000, sectoral fanding fo
construction was B2&07_3 milllon and constifuted 562
percent of private sector finencing. In 2004, Ganeral
Commerce has replaced Construction ss the major
secioral lending as i constiuted 35 8 percent af privaie
secior financing, The Transporiation sector accounted
for 14,7 percent of private sector financing in 2004, 11
increasad by 2.6 percent compared 10 2003 and stood
at BE206.F milion in 2004. Credit extended to the
Manufacturing sector which increased by 112,42 parcani
to B5174.8 million in 2001 compared to BETE.5 million
in 2000, howsver, has declined in the foliowing vears, In
2004, lending to tha Manufacturing sector increasad by
25.4 percent at BS113.3 millien comparad o 2003 and
accaunted far 8.0 perceal af private sector inancng

MOM-PERFORMING LOMNS

Mon-perfarming ioans (over 80 days) on average hawve
been declining over the years. In 2004, MPL declined
further to 12.9 perceni comparad to 13.8 percant in
2003, The Ministry of Finance, Wrough the Financial
Instituticns Civision {FID), continees ta moniter effarts
undertaken by Banks to reduce the rabtio fo a single
digit,

¥ Eniiiing mongaps and pemoral insm

Figuna §10: NPL parcontnge. 3800-2004
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OTHER FINANCIAL DEVELOPMENTS

honey-changing and ramittance businesses have been
increasing sincs thair icensas were first isswed by tha
hinistry of Finance (MOF) in 1998, In respones, 12 tha
high demand to run such businesses and based on the
feasibility eludy conducted by the Ministry of Finanocs,
additional mew licences ware issued in May 2004 is. 8
monay-changer and & money-remiftanca licancas

As of Decgmier 2004, thers were 24 remittance end
33 money-changing busingsses including 4 hotsls
licansed under the Money-changing and Remitiance
Businesses Acl, Gap 174, They are subjecl to the
follewing requiremenis as follows:

= Annual License fees for Remitance of BE3.000;

s Annual License fess for Money-Changer of BS2,000;
and

s Ramiltance to provide depasite 0 (he form of Bankers'
Guarantes for tha amaunt of BFS5,000,

The Minkatry of Finance. ihrough the Financial
Instthubonz  Oiasion, regulates and - supsrnvises tha
activities of monay-changer and money-remiliancs
oparators by requiring hem o submil monthly reparts,
audited  annual repans and Dy Sonducling  on-5ie
inspaclions, COwners and employvees are urged o be
vigiiant and to report leoany suspickous transaction
to the MOF immediately. In an effart to upgrade the
knowledge and skil of operators and to ralee their
BWEFENESS Conceming money leundering activites
which could oocur through thelr operations. The
MOF conducted a course on ‘Introduction on Fosseign
Currency Exchange' In 2004 This |s consiatant with
the recogniticn that money laundering has become a3
giobal problam which can threaten and destabilise tha
financial system. In this regard. Brunei Darussalam has
introduced the Money Laundering Ordar, 2000 gnd iz a
mernber of the Asia-Faclfic Group (AFGE).

toney remittance activity hee incressed rapldly within
the last & wears. At the end of 2004, tol=l monay
remitiad was recorded st BS83.8 million with Indonasia
a3 the main destination, which amounted to B53Z.4
milfion; mepresenting @ market share of 34.5 percent of
the tofal money remilted  Oiher destinaticns mcluded
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the Philippines with B326.2 milllon; Thaitand with
BS12.% millicn; Malaysia with B310.9 million; Singagpore
with B58.8 million, USA with B386.2 thowsand and
other couniries B32.6 million as llusiraled in Figura
6,11 below,

Figure 6.1 Tatal Monay Remittod, 2000-2004
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At iheiend of 2004, the iotal amouont of forelgncurrencies
purchassed during the year was BS18.1 million, Tha
lMzlaysian Ringgil was the highest purchased foreign
currency &l BS6.7 million followed by the Indonesian
Ruplah st B%3.5 mifllon,

On tha other hand, the amounl of foreign currences
sold in 2004 was shghtly higher than those purchased
and was recorded al BE18.3 milion, Al currencies
purchagsed. with the axception of Brilish Pound Slesling
and ‘Other Currancess’, increased during the pericd,
Tha Malaysian Ringgil recorded (he highest amount of
foreign currency sold during ihe pariod and amauniad
to B58.67 million in 2004, *

Feguira 612 Total Money Exchangad, 200024004

Sogros: Srerinsl lnrmutgng Divieon, Winigy of Fesrds
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TABLE 1: Brunal Daruszaslam - REAL SECTOR INDICATORS [Gross Domastic Product by sector)

0P al curan prican T 4447 TaIN Figre T.EELT BI54:8 B.IEE 8
i sector 2.888.1 258511 TIT &A368 3.270.0 4051
Mon-0d packar 4 ARRE 443010 & THd.2 4 B8 48750 B 20T

Girwesiiminil anoh 1, TH1E 18038 18555 1508 E 1.936.5 Il
Privais sechor 287240 L2EEad 2.900-5 8853 303504 2ATAZ

GO at constani prices 40314 41453 £3IT1E 43533 4 5547 4 EE A
0 anier 24800 p Bra o] 2,204 0 233k 4 24208 2882
Mool sacior 16803 TEHaT L0077 23,0558 11383 Fi

Gervertimanl aeckal ] o 10210 1,081 1,065.9 (I
Privaris saciod BrEn ki 086.4 8538 10733 1.067.0

Q0P al giirant preas @3 4.1 b5 23 7B 123
M sactor 257 (E:] [rah 44 155 =T
Mool saciar | 0.7 B2 1.1 28 51

G Arr=u] Blarivy LY 1.1 z2 L | 0.4 45
Promte secio (] 0.5 B.3 e 47 54

GCP af canstan| prices 1.6 2.8 30 248 34 1.7
0 aacior 4.8 ar i6 3.2 34 1.5
Iexn-iil gacion 3 1.4 48 24 4.1 53

Gowamerenl sachor 14 2.5 9 a1 04 48
Priogies naciol g a) 1.1 .o a8 aa 53

GO par capita &l turtsnl phéss (8BS Thodmsed| 15 22.8 28 el 230 259

Papulagon {n Thousanda) J16.6 3248 ks -] 2408 3208 METE

Conmimer Prazas indes (Percenmags Changa) Ay 1.4 o0& {230 0.3 as

GOP ai consiant prces LT 1.7 0 {1.1) | 28
Ol aactar [ R 07 (11.8) 5.4 0.7 BT
Blan-oil #sc ol 4.8 BT 61 24 i B L

Boisred: Dirpanmed of Exonerms Flarnung and Desssnpmact; Poms dlrosles § D
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TABLE Z: Bringi Danssatam - EXTERMNAL SECTOR INDICATORS {Balance of Paymants)

Trade balance 153586 1,826 11,2660 15205 13390 14777 16881
Exports. Lo.b, 20025 17584 18414 21010 20312 20810 23020
Impors, f.o.h, 4858 S7E.6 5o Gra.b aa7.i 673.3 E05.8

Sarvicas and Immastment Income, nat 7831 784.5 d24.8 4720 Tad 4 TE1.8 BiT.T
Feceipts 1255846 12434 11,2470 12354 13248 12714 14557
Paymernts 025 4530 4224 Te3.4 S80.4 s08.8 380

Currenl Iransfiers. nel 325 A48 H26  -1024 TE.5 -64.,2 £5.2

Current account Balance 22554 19267 20280 18237 20020 21861 25448

Capital sceount balancs fincl e, & o} -3.8 -2 B -4.8 A8 -3.4 -i.8 -E.¥

Crverall balance R2S25 19230 20234 18932 18835 21803 25388

Average oil price (US3/Barred) 365 A0 29F9 3200 3559 33a0 4631

Internationa! Resenmas (BE millona) 19204 1,130 11069 12100 12074 11643  1.1854

Forsign exchange coverage of comency (%) 530 250 8940 970 1M3 925 §54
BHUSS (e of petiod) 17868 17567 17284 1700B 1670 17163  1,6908

4 2005 Balance of Paymeanta data nat avallabile

Szurtic Ecomse: Plansicg amd Dersboprmisn] Depanneal, Prave Maislie s Ofos Snne Curensy and bMon ey B, Maeny o Finenss
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TABLE 3: Brunel Darussalam = FISCAL INDICATORS (Fizcal Position)

Total Revenue 5,084 4 42326 42678 6,368 4 3,938.3 6aT14
Tax Revamse 24221 23084 2337 3.426.0 2, 2664 3.6585.2
Ol & Gas sechor 22581 2125.3 2115858 31514 204095 34389
Mon-oif sectes - 188.0 181.1 2162 2747 2168 2273
Naon-tax revenus 2 6624 {.825.2 1,836, 1 2,843.4 T.671.8 27050
Odl & Gas sectee 1.970.7 14878 1,581.6 23882 1,384.5 2,a76.1
Han-oil sechr 621.8 426.4 A54.5 fq52 T4 3288
Total Expenditure 4 287.0 30137 47938 §,747.8 5,890.3 4.890.0
Currani Expandiiyne 30434 27452 A TT8T 4,506 4 43921 4,002.2
Wagsa and salaried 1,248.8 1.2B5.49 1,318.8 17847 1.607.7 142001
OCAR 1,483.2 11784 12314 1.761.8 1.316.2 1.360.4
Changed 2103 ZB0S 12264 1.060.3 56492 12216
Capital Expendifung 1.153 11711 g§53.5 1.1257 2,498.2 B62.8
Qf wihich! Ordinary TE8.8 8012 §24.2 TE4.8 1.508.2 508 2
OF which: Developmiant 383.3 it B 4363 3602 9004 LT
Invesimenis in Pubiio
Enterprizes a1.4 57.5 ar.g 28.3 - 25.0
Surplus or deficit (<), excl,
transfer T96.0 318.8 {526.1) &21.7 (1.852.1) 1481.2
e S o RS
il & gas sacior revenues 42268 38232 36072 5,548 6 3434.0 58150
Hon-ofl secter revenues BST.T 6094 &T0.7 §19.8 5043 o552
Ll & gas (I % of total ravernies) B3.1% 86.6% BE.B% BT A% BY.2% 91.3%
Nan-oil & gas [In % of lotal
revenue} 160%  A44%  134%  129%  128% BT

Sourc: Expandivre Dhamion of Treasry Deperimant, Minsty of Fraoos
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TABLE 4: Brunei Darussalim - MONETARY SECTOR [Monetary Survay)

Met forsign ssssis BdTE 32 3140.80 6132.60 74710

BCME TOE48 TreE2 B24.40 B50.80
Cioemmercial banks 4TT0EY 435556 G308.20 T086.30
Agsals 5117.48 da7a.20 S5493.20 T4, 10
Lignilities 246 65 Hagz 18500 147.80
Chaira on private sectar 450465 B030.60 5138.40 537530
Clairms om Government Mel 177421 ~1595.33 -2300.3% -3a27.30
Crther s3ssts 181.67 21360 280,83 364,50
Commercial banks 1E1.08 207 B 23340 283.00
Kuiei in Flenficanicly| ol 0.58 5.00 46.83 B1.90
Corporations
Aasetasliabiliies BEEE.46 Brag. Ty 925103 102600
Monay 2BE4.51 314580 3240.30 3558.10
CLFPERGY arz2.84 575.22 554,80 G280
Transferable depoeits 2201.67 2ET0.6R 268550 2955, 30
Quasi-monay : 47RE.54 4798 50 A5£4 10 5450.30
S CapaR gt sommvEal 478654 429650 4644.10 545930
banks
Dlhar liabilties 57392 1347.37 1388.60 120480
Currency with banks TH45 78,58 HE.50 90,30
Broad money ¥B51.05 T442.40 734,40 01740
Prirne landing rabe (end of pariod) 550 5.60 G50 §.50
(Farcent change y-o-y)
Mt foreign assels - 212 19.28 29.58
Claims on private seshor . 4.70 214 4652
Clairng on Governrmeant el - -10.08 4419 4355
Moy - 9.82 3.00 .81
Currency - 042 -3.55 .65
Tranefarable deposits - 1247 d.47 10.05
Quasi-fonay - -10:24 8.00 1755
Jther deposits st commercial . 40,24 8.0 17 55
banks
Coatribution o broad money giowih {In pereent of Brasd Money 12 months age)
Bl foreign assets . -0.50 316 n.7e
Cleims on privete sector . .05 1.36 a.r3
Claims on Government Mat - 20 -1.30 -8.58
Broad money - 11.52 1456 1437

Bounm: Finencial Instfriione: Preon & Bronsd Cumancy and Monsisry Boasd Minstry of Frencs






