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A global economic recovery is underway, after a very deep recession in 2020. However, the recovery paths
have been uneven. China has returned to pre-pandemic levels of economic activity ahead of other major
economies. Countries with slower vaccine rollouts, limited policy support, and those more reliant on tourism are
likely to recover more slowly.
Global trade and commodity prices have surpassed pre-pandemic levels. Inflation expectations are rising and
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concerns about the pace of monetary policy normalisation in the United States.
The Brunei economy contracted by 1.4 percent y/y in Q4 due to a decline in oil and gas and services output.
For 2020 as a whole, GDP growth was 1.2 percent. The fiscal deficit widened to 15.8 percent of GDP in 2020
due to sharply lower oil and gas revenue.
Domestic tourism has benefitted from border closures. Hotel occupancy rates have surged and retail sales
have increased markedly. However, international travel and tourism remains deeply depressed.

Special Feature: Recent price spikes in Brunei: Who is hardest hit?


Positive inflation rates have been recorded for 15 consecutive months through February 2021. Analysis by
household income groups suggests that poor households experienced lower inflation than rich households.
This reflected falling housing rentals and stagnant prices of electricity, water, and gas due to subsidised tariffs,
as housing and utilities make up a much larger share of poor households’ expenditure.
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Recent Global Developments
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Source: Our World In Data
Note: Total number of vaccines administered counted as a single dose,
and may not equal the total number of people vaccinated, depending on
the dose regime. Last observation is April 18, 2021.
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Figure 3. Global industrial production and trade
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Global trade back to pre-pandemic levels. Global goods trade
surpassed its end-2019 levels for the first time in November last
year and has continued to expand in early 2021 (Figure 3). The
sustained rise in manufacturing trade has contributed to a sharp
rise in freight costs amid shortages of shipping containers. The
week-long blockage in the Suez Canal in March further added to
global supply chain disruptions. The recovery in trade mirrors the
trajectory of global industrial production, reflecting changing
consumer preferences away from services requiring face-to-face
interactions and toward goods. The relative strength in
manufacturing, alongside persistent weakness in services,
reflects the unusual nature of the global recession in 2020.
Tourism, in particular, remains deeply depressed amid
widespread outbreaks of COVID-19 and travel restrictions.
Global tourist arrivals in January were 87 percent lower than last
year (UNWTO 2021).
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Divergent recovery paths. China’s economy has rebounded
strongly thanks to effective control of the pandemic and fiscal
stimulus, with GDP growth reaching 6.5 percent year-on-year
(y/y) in Q4 (Figure 2). For 2020 as a whole, GDP expanded by
2.3 percent. China’s growth target for 2021 at “above 6 percent”
was considerably below market expectations, and the
government has committed to cut the fiscal deficit. In the United
States, output contracted by 2.4 percent y/y in Q4 as pent-up
demand diminished amid a resurgence of COVID-19 infections
and reinstated restrictions. The U.S. economy contracted by 3.5
percent in 2020, but rapid vaccine rollouts and renewed fiscal
support are expected to support a strong recovery in 2021. Euro
Area output contracted by 4.9 percent y/y in Q4, weighed down
by persistently high COVID-19 infections and extended
restrictions. The temporary suspension of the AstraZeneca
vaccine has slowed the pace of vaccine rollout. Although
manufacturing PMI has firmed, the services index dropped
further into contractionary territory. Japan’s economy continued
to recover in Q4, with GDP growth registering -1.3 percent y/y, a
significant improvement over the previous two quarters.
Economic activity has been supported by solid external demand
and extensive government subsidies to the services sector.
However, the recent re-imposition of the state of emergency has
weakened activity and sentiment, as services PMI dipped and
consumer confidence waned.

Figure 1. Global COVID-19 cases and vaccinations

Jan 19

Strengthening global recovery. A global recovery is underway.
Global manufacturing PMI rose to 55.0 in March, its highest
reading in 10 years, while the global services index climbed to
54.7, the highest in almost three years. The accelerating global
economy has been buoyed by the rollout of highly efficacious
vaccines. More than 900 million vaccines shots have been
administered as of mid-April, equivalent to more than six times
the number of confirmed COVID-19 cases (Figure 1). However,
vaccination progress has been uneven, with high-income
countries, most notably the United States and the United
Kingdom, outpacing others and seeing the number of new cases
fall, while vaccination campaigns have yet to start in most lowincome countries.

Source: CPB Netherlands Bureau for Economic Policy Analysis, Haver
Analytics
Note: Last observation is January 2021.
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Rising yields and inflation expectations. Equity markets have
continued to recover impressively from the collapse in March last
year, buoyed by an improving global outlook and expectations of
new stimulus measures in the United States. Signs of rising
inflation expectations are emerging, which have weakened
demand for long-term government bonds and led to the
steepening of yield curves. The 10-year U.S. Treasury yields
jumped by 35 basis points in March—their steepest monthly
increase since November 2016 (Figure 5). Capital flows to
emerging market and developing economies (EMDEs) lost some
momentum amid rising global yields and concerns about the
pace of monetary policy normalisation in the United States. An
abrupt tightening could have adverse spillovers to EMDEs,
particularly among those with high debt and large financing
needs. Corporate indebtedness has continued to rise from
already elevated pre-pandemic levels, while high sovereign debt
levels arising from unprecedented fiscal stimulus have added to
debt sustainability concerns.
Improved global outlook. The global recession in 2020 was
unprecedented in its speed and synchronised nature. Yet, the
contraction in global output was smaller than anticipated,
reflecting strong growth outturns in the second half of the year
after lockdowns were eased. After contracting by an estimated
3.3 percent in 2020, the global economy is forecast to grow by 6
percent in 2021 before moderating to 4.4 percent in 2022 (IMF
2021; Figure 6). These projections are more optimistic than
previous outlooks, reflecting progress in vaccine development
and rollout, adaptation to pandemic life, and additional fiscal
support in large economies. However, risks and uncertainties
remain high, depending largely on the evolution of the pandemic
and policy actions. Renewed COVID-19 outbreaks, compounded
by the emergence of new virus variants or vaccine hesitancy, or
a faster-than-expected moderation of stimulus could forestall the
global recovery.

Figure 4. Commodity prices
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Source: World Bank
Note: Last observation is March 2021.

Figure 5. U.S. Treasury yields and inflation
expectations
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Sustained rebound in commodity prices. Crude oil prices
rose to nearly US$70 per barrel in early March before retracing
more recently due to concerns about the recovery in global oil
demand (Figure 4). Gasoline demand is unlikely to return to
2019 levels due to the shift to electric vehicles, while aviation
fuel demand is only expected to reach 2019 levels by 2024 (IEA
2021). Oil prices have been largely supported by supply cuts.
The OPEC+ alliance agreed to continue their existing production
levels into April, before gradually curbing production cuts
beginning in May. Metal prices continued to surge, boosted by
strong demand in China, the ongoing global economic recovery,
and supply disruptions (World Bank 2021). Metal prices in March
were almost 70 percent higher than their troughs a year ago,
with copper, tin, and iron ore prices reaching 10-year highs.
Agricultural prices have risen 20 percent over the past year,
driven by supply shortfalls (especially maize and soybeans) and
strong feed demand in China as it rebuilds its hog herd following
an outbreak of African swine fever.

Source: Federal Reserve Bank of St. Louis
Note: Last observation is March 2021.

Figure 6. Global growth outlook
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Note: Global growth projections for 2021 and 2022 made in October 2020,
January 2021, and April 2021.
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Recent Regional Developments
Uneven growth trajectories. The experience of the past year
has shown that early and stringent containment measures as
well as continuing vigilance are critical in outbreak control.
Countries that took decisive measures early on have so far
avoided large outbreaks and registered positive GDP growth in
2020, such as Brunei (1.2 percent) and Vietnam (2.9 percent).
Meanwhile, other countries that have been battling several
infection waves were forced into re-imposing restrictions and
suffered output contractions, such as Malaysia (-5.6 percent),
the Philippines (-9.5 percent), and Thailand (-6.1 percent).
Cases have recently risen again in these countries, which may
hamper economic recovery (Figure 7).

Figure 7. New daily COVID-19 cases
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Figure 8. Share of informal employment
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Source: International Labour Organization
Note: Informal employment includes own-account workers outside the
formal sector, contributing family workers, employers and members of
producers’ cooperatives in the informal sector, and employees without
formal contracts. Data from latest available national household survey.

Figure 9. ASEAN growth forecasts
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Growth to rebound in 2021. Growth in Southeast Asian
economies is projected to rebound strongly in 2021, except for
Myanmar, weighed down by political turmoil (AMRO 2021;
Figure 9). The turnaround in manufacturing and robust demand
in China is expected to benefit countries that are deeply
integrated in global value chains and heavily dependent on
exports, such as Malaysia, Singapore, and Thailand. Tourismdependent countries, particularly Cambodia, the Philippines, and
Thailand, are likely to see stronger growth in 2022 when travel
and tourism gradually returns.

Source: European Centre for Disease Prevention and Control
Note: Last observation April 18, 2021.

Brunei

Uneven hit to employment. Employment has dropped sharply
as businesses close down or furlough their workers, especially in
accommodation and food services and retail trade as these
sectors are naturally the most impacted by social distancing
requirements. On the other hand, employment in sectors such
as agriculture, information and communications services,
financial services, healthcare, and social work has increased
due to pandemic-driven demand. Younger workers and women
have been the hardest hit, especially in countries with a large
share of informal employment, such as Cambodia, Indonesia,
Lao PDR, and Myanmar (Figure 8). Migrant workers have also
been forced to repatriate, resulting in lower remittances, an
important source of income for Cambodia, the Philippines, and
Vietnam (World Bank 2020).

Mar 20
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Uneven impact on businesses. Public health measures
disrupted close contact services and severely limited
consumption, particularly during strict lockdowns. However, new
measures have been more targeted and the associated impact
on mobility more muted. This has led to improving retail sales,
but they remain below pre-pandemic levels. In contrast, online
sales have thrived as more time spent at home led to increased
purchases of electronics and furniture. Rapid digitalisation
induced by the pandemic is fundamentally changing the nature
of work and consumer preferences. The impact is expected to
be uneven, with some businesses benefitting from adoption of
digital solutions (e.g. e-commerce, food delivery, online media,
remote learning and working, digital financial services,
telemedicine), the recovery in manufacturing (e.g. consumer
durables), and pent-up demand (e.g. domestic tourism), while
others face pressure to survive and must adapt quickly (e.g.
international travel and tourism).

Source: AMRO
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Recent Developments in Brunei
Negative growth in Q4. The Brunei economy contracted by 1.4
percent y/y in 2020 Q4, but on a quarter-on-quarter (q/q) basis,
output increased by 9.0 percent (Figure 10). The negative y/y
growth was due to a decline in the oil and gas sector (-8.6
percent) and the services sector (-3.0 percent). Crude oil
production fell to 105.1 thousand barrels per day (tbpd) from
122.7 tbpd in 2019 Q4, while LNG production decreased to
901,100 million British Thermal Units per day (mmbtu/d) from
982,100 mmbtu/d over the same period. The contraction in
services output was mainly attributed to declines in transport
services (especially air transport), public administration,
education services, finance, and business services. On the other
hand, growth in the downstream oil and gas sector, particularly
manufacturing of petroleum and chemical products, as well as
agriculture, wholesale and retail trade, health services, and real
estate remained robust. The agriculture sector recorded
remarkable growth in 2020, particularly in fishery, livestock, and
poultry production. Manufacturing of food and beverage products
also grew strongly. For 2020 as a whole, Brunei’s economy
expanded by 1.2 percent, taking into account growth revisions in
the first three quarters—Q1 at 2.6 percent (from 2.4 percent), Q2
at 3.5 percent (from 2.8 percent), and Q3 at 0.4 percent (from
0.5 percent).

Figure 10. Real GDP growth
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Source: CSPS, Department of Economic Planning and Statistics

Figure 11. Services sector growth in 2020
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Figure 12. Tourist arrivals and hotel occupancy rate
Percent, y/y
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Shift from international to domestic tourism. With limited
cross-border movements, domestic tourism has benefitted from
more resident spending within the country, prompted by
innovative service offerings such as repricing hotel rooms to
entice locals to take staycations, rebranding tourist attractions to
appeal to locals, and repurposing airport restaurants for new
dine-in experience. Hotel occupancy rates have surged,
especially during the December holidays, to 49 percent (Figure
12). Retail sales have also increased markedly, particularly in
department stores and supermarkets, as well as sales of
computer and telecommunications equipment and electrical
goods. At the same time, the restaurants sub-sector registered
positive growth following declines in the previous two quarters.

-60

Jan 19

Cross-border movement remains depressed. Borders have
remained closed to leisure and social visits since March last
year, but have been cautiously reopened for selected groups
such as returning citizens and essential travellers. The air
transport sub-sector improved slightly in 2020 Q4, but remains
deeply depressed (Figure 11). As of mid-April, the total number
of aircraft landings at the Brunei International Airport was 90
percent lower than the same period a year ago. The recovery in
international travel and tourism remains highly uncertain in the
near term. Border re-opening will require successful containment
of COVID-19 both domestically and abroad, and after a thorough
review of border policies, quarantine requirements, testing,
contact tracing, and vaccination. Consumer sentiment will likely
be shaky until herd immunity is achieved, that is, when a
sufficient percentage of the population has become immune to
COVID-19.

Source: CSPS, Ministry of Primary Resources and Tourism
Note: Last observation is December 2020.
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Steep fiscal deficits. Brunei’s fiscal deficit widened to 15.8
percent of GDP in 2020 due to a sharp decline in government
revenue (Figure 13). Oil and gas revenue was almost three-fifths
lower than in 2019 as crude oil prices plummeted to US$42 per
barrel (US$69 per barrel in 2019) and oil production fell to 108
tbpd (121 tbpd in 2019). Non-oil and gas revenue also declined
due to weak private sector activity. Support measures such as
tax and duty exemptions further contributed to lower receipts.
The fiscal deficit is projected to narrow in 2021, primarily driven
by an increase in revenue. Oil prices have rebounded strongly
since the start of the year, reaching about US$65 per barrel in
mid-April. A budget of B$5.86 billion has been approved for
FY2021/22, unchanged from the past two financial years.

Figure 13. Government finance and oil price
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Upward price pressures continue. Headline inflation, as
measured by the y/y percent change in the Consumer Price
Index (CPI), increased by 2.1 percent in 2020 Q4 before
moderating slightly in early 2021 (Figure 15). Positive inflation
rates have been recorded for 15 consecutive months since
December 2019. The recent price increases have been largely
attributed to higher prices of food products (especially
vegetables, fruits, and meat), vehicle purchases, and air
transport. Insurance premiums, after rising steeply in 2020, have
been mostly flat in early 2021, while prices of clothing, furniture,
and accommodation services have declined.
Robust growth outlook. An improved growth outlook is
projected for 2021, reflecting broad-based growth across sectors
as external demand and domestic activity strengthen. Crude oil
and LNG production is expected to increase modestly, while
demand for downstream products should pick up as the global
economy recovers. Most services sub-sectors are expected to
grow moderately; however, a full recovery in travel and tourism
is unlikely to happen anytime soon. Large-scale FDI projects,
particularly the commencement of fertilizer production and the
construction of the second phase of an oil refinery and
petrochemical complex, are anticipated to further support
economic activity. Key downside risks to this outlook include
another sustained wave of the pandemic, possibly due to new
variants or vaccine hesitancy, weaker-than-expected global
growth and commodity prices, and unanticipated domestic oil
and gas supply disruptions.
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Exports remain subdued. Gross merchandise exports plunged
by 42 percent y/y in 2020 Q4, driven by sharply lower upstream
and downstream oil and gas exports amid steep declines in
prices and export volumes (Figure 14). Exports of petroleum and
chemical products were nearly two-thirds lower than in 2019 Q4
(production at a large oil refinery began in November 2019).
Meanwhile, mineral fuel imports have continued to rise, due to
their use as feedstock for the production of refined petroleum
products. The trade account balance fell into deficit in June last
year—the first-ever negative reading since monthly records
began in 2003—and registered the largest deficit in October.
The trade balance has improved since the end of last year, but
remains in deficit in January.
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Source: CSPS, Treasury Department, World Bank
Note: Data based on calendar year.

Figure 14. Trade
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Note: Quarterly values are the three month averages. Exports (imports)
indicated by positive (negative) values.

Figure 15. Contribution to inflation by category
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Special Feature
Recent price spikes in Brunei: Who is hardest hit?
Introduction
Many households are concerned about the expenses they incur to buy the goods and services that are necessary to maintain a
certain standard of living. Rising prices lower real incomes and purchasing power, and thus put upward pressure on the cost of
living. The Consumer Price Index (CPI), which measures the price of a fixed basket of goods and services, is widely used to
monitor changes in the general level of consumer prices, or in other words, the rate of inflation. Inflation is usually summarised
as a single number affecting the whole economy. However, inflation rates vary across households due to different spending
patterns and because not all prices increase at the same time. Moreover, a household’s consumption basket is influenced by
socioeconomic characteristics, such as income or demographics. Poor households tend to spend a larger share of their
expenditure on ‘essential’ goods and services, whereas rich households spend more on ‘discretionary’ items. As a result, the
official aggregate measure is unlikely to correspond exactly to the price changes experienced by many households. Over the
past year or so, prices have risen relatively quickly. Brunei’s inflation rate jumped to 1.9 percent in 2020, more than six times
the average rate in the past two decades (Figure SF1). Positive inflation rates have been recorded for 15 consecutive months
through February 2021 (Figure SF2). In this special feature, we examine the inflation experienced by two sets of households—
the 20 percent with the lowest incomes and the 20 percent with the highest incomes—to assess the differential impact of the
recent price spikes.

Figure SF1. CPI inflation rate, 1984-2020
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Figure SF2. Monthly CPI inflation rate
Percent, y/y
3
2.5

5

2

4

1.5

3

1

2

0.5

1

0

0

-0.5

-1

-1

-2

Feb 21

Dec 20

Oct 20

Aug 20

Jun 20

Apr 20

Feb 20

Dec 19

Oct 19

Aug 19

1984
1986
1988
1990
1992
1994
1996
1998
2000
2002
2004
2006
2008
2010
2012
2014
2016
2018
2020

-3

Jun 19

-1.5

Source: CSPS, Department of Economic Planning and Statistics, World Bank

Recent price spikes
The COVID-19 pandemic caused disruptions to global supply chains as lockdown measures restricted labour supply, hampered
production, and increased logistics costs. The depreciation of the Brunei dollar also contributed to higher import costs.
Unfavourable weather conditions affected agricultural production, while travel restrictions barred local professionals from
inspecting the halal status of imported meat, leading to domestic food shortages. In addition, increased food consumption and
panic buying due to the travel bans further lifted prices.
Most CPI categories registered moderate price increases between February 2019 and February 2021 (Figure SF3). However,
large price swings have been observed at a more disaggregated level, with vegetable prices averaging 38 percent higher in
February this year compared to two years ago, while prices of accommodation services fell 27 percent over the same period
(Figure SF4). Air transport costs also increased markedly to cover operational costs from limited flights and passenger demand,
while insurance premiums for vehicles and domestic workers surged. On the other hand, prices of clothing and furniture as well
as housing rentals declined significantly.
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Figure SF3. Price changes by CPI categories, February 2019
to February 2021
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Household spending composition
To examine differences in inflation for different household groups, we need to know what they spend their incomes on. The
data can be derived from the Household Expenditure Survey (HES), which collects information from a large sample of
households every five years. The latest HES of around 68,000 households was conducted in 2015-16. Figure SF5 shows the
monthly household income and expenditure by income quintile groups, each consisting of 20 percent of households. The
poorest 20 percent of households (first quintile) had an average monthly income of B$1,897 and spent B$1,429 on average.
Meanwhile, the richest 20 percent of households (fifth quintile) earned a monthly income of B$15,749 and spent B$4,925.
Figure SF6 shows the composition of expenditure by the bottom and top household income quintiles. Although housing and
utilities (water, electricity, gas, and other fuels) constitute the largest share of expenditure for both groups, poor households
spend disproportionately more (49 percent) compared to rich households (27 percent). Poor households also spend a larger
share on food and beverages (17 percent) than rich households (11 percent). By contrast, rich households can afford to spend
more on clothing and furniture, vehicle purchases, private education, restaurant and hotels, and recreation.

Figure SF5. Monthly household income and expenditure by
income quintile groups
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Figure SF6. Household expenditure composition by income
group
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Impact on households
We calculate an inflation rate for each household group by combining the reported consumption basket from the 2015/16 HES
with actual prices changes in CPI inflation data by category. The variation in the spending composition implies a different
inflation rate experienced by poor and rich households. Poor households would be heavily affected by price changes for
housing, utilities, and food. During the past year, food prices have soared; however, falling housing rentals and stagnant utility
prices owing to subsidised tariffs have helped to relieve upward price pressures. By contrast, all other categories (except for
clothing and footwear) that rich households spend more on have seen price increases. As a result, rich households would have
experienced a higher inflation rate compared to poor households (Figure SF7). However, the short-term differences in inflation
rates across households appear to be fairly narrow. The inflation rate for the poorest 20 percent averaged 1.3 percent from
March 2020 to February 2021, and 1.5 percent for the richest 20 percent over the same period. Note that these rates are lower
than the official CPI rate of 2.0 percent, which suggests that the CPI tends to overstate ‘true’ increases in the cost of living.
Although inflation has been moderate and differences in inflation across household groups have not been large, the cost of
living remains a source of concern for many households. This may reflect perceptions of inflation, such as psychological biases.
For instance, individuals tend to place a greater weight on prices that have risen, rather than those that have fallen. Consumers
may also take note of sudden large price changes rather than smooth price increases, and on purchases made frequently or
recently. Data from various HES vintages shows that nominal income growth has outpaced increases in the cost of living for all
income groups, that is, real incomes have increased. Between 2005 and 2015/16, average incomes for the poorest 20 percent
of households increased almost two-folds, and for the richest 20 percent of households by about 1.5 times (Figure SF8). This
suggests that spending should be less constrained by incomes than was the case a decade ago.

Figure SF7. Inflation rates for different household income
groups
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Note: Data based on the 2015/16, 2010/11, and 2005 Household Expenditure Survey (HES).

Conclusion
Although prices of certain items have spiked recently, the overall inflation rates experienced by both poor and rich households
have been moderate. In fact, poor households have seemingly experienced slightly lower inflation than rich households,
reflecting falling housing rentals as well as stagnant prices of electricity, water, and gas due to government subsidies, since
poor households spend a much larger higher share of their expenditure on housing and utilities. This has helped to alleviate
upward pressures on the cost of living from food price spikes. However, the cost of living remains a concern for many
households despite higher nominal incomes and moderate inflation, possibly due to psychological bias or because the standard
of living that can be afforded by households’ incomes remains lower than they would like.
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