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Foreword by the Chairman

| am pleased to introduce the 2025 edition of the Brunei Economic Outlook, a flagship publication of the Centre for Strategic and Policy Studies
(CSPS). This report provides an independent and evidence-based analyses of Brunei Darussalam’s macroeconomic performance, emerging
risks, and policy imperatives. | hope that this publication will serve as a valuable resource for policymakers, industry leaders, investors, academics,
and the wider public in navigating Brunei’s evolving economic landscape. Brunei’'s economic performance in 2024 was exceptional, registering
4.2 percent growth, one of the highest in ASEAN. CSPS anticipates that Brunei’'s growth will normalize toward to a steady-state growth rate of
1.5to 2.0 percent in 2025.

Beyond oil and gas, economic diversification efforts have yielded tangible results. The non-oil and gas sector now accounts for over 50 percent
of GDP, and non-oil and gas exports have reached 70 percent of total exports, up from less than 10 percent in 2019. This transformation is largely
attributed to downstream oil and gas industry production, yet significant opportunities remain to expand other industries such as manufacturing,
logistics, and financial services. The services sector has also emerged as a key pillar of economic growth, with expansion in wholesale and retail
trade, financial services, communications, and tourism. Although significantly lowered from 9.3 per cent in 2017, unemployment has remained at
around 5 percent over the last four years, despite the rate continuing to fall during the pandemic. This is a challenge we must continue to address
to ensure that Brunei’'s human capital aligns with evolving industry demands, particularly as automation, digitalization, and economic restructuring

reshape job opportunities.

Brunei’s economic transformation is occurring against the backdrop of a highly dynamic global environment. Trade disruptions, rising geopolitical
risks, and shifting supply chains continue to shape economic trajectories. While inflationary pressures have subsided in many economies, external
vulnerabilities persist. The United States’ expanded oil production may exert downward pressure on global oil prices, affecting Brunei’s economy.
At the same time, heightened US-China trade tensions could present opportunities for Brunei to attract foreign direct investment from firms

seeking to diversify their supply chains.

Looking ahead to 2025 and beyond, Brunei must continue to strengthen its resilience and adaptability. Sustaining economic diversification efforts
will be crucial in attracting foreign direct investment beyond oil and gas and leveraging Brunei’s strategic location as a regional trade and logistics
hub. Enhancing workforce competitiveness with future-ready skills will be critical in ensuring Bruneians are well-equipped for an evolving job
market. As global energy transitions accelerate, Brunei must carefully balance economic opportunities in the downstream oil ad gas industry while

preparing for a sustainable energy future.

CSPS forecasts Brunei's GDP growth to normalize at around 2 percent in 2025, following the extraordinary growth of 2024. However, with the
right policies in place, Brunei has the potential to exceed this trajectory and establish a higher long-term growth path. The government remains

committed to fostering a competitive, and future-ready economy that supports sustainable development and inclusivity for Wawasan Brunei 2035.

| extend my sincere appreciation to the CSPS team for their dedication in producing this comprehensive report, and | look forward to continued

collaboration from all sectors in strengthening Brunei's economic resilience and prosperity.

Yang Berhormat Dato Seri Setia Dr. Awang Haji Mohd Amin Liew bin Abdullah
Minister at the Prime Minister’s Office and Minister of Finance and Economy Il

as Chairman of the Board of Directors of the Centre for Strategic and Policy Studies



Brunei Economic Outlook for 2025: Key Highlights

1. Executive Summary

Brunei’s economy expanded by a strong
4.2 percent growth rate in 2024. Primarily
driven by the recovery of the oil and gas
sectors which had been in decline since
2020, this

expectations of an average 3 percent growth

performance exceeded
rate among domestic and regional forecasts.
The pandemic and delays in the completion
of rejuvenation activities in the oil and gas
sector have significantly reduced output

growth in the last three years.

Strong recovery, however, began in the
fourth quarter (Q4) of 2023, with growth
accelerating to 6 percent until the third
quarter (Q3) of 2024. This level of growth in
the first three quarters of the year was
second only to Vietham and placing Brunei
as one of the fastest growing ASEAN
economies during this period. Such high
growth was also possible as the country was
coming from a low base. Sustaining it at
such high level is challenging, considering
that it is well above the estimated steady
state growth path of Brunei. Hence, it is
expected that from 2025, base effects will
cause the growth rate to normalize towards
the estimated steady state growth rate of 1.5

to 2.0 percent range.

The highlight of the economy in 2024 is the
continued expansion of the non-oil and gas
sector's contribution to the economy. The
sector now accounts for over 50 percent of
the economy. Diversification efforts focused
on the downstream oil and gas industry have
played a key role in this shift. This structural
change has also been reflected in the export
sector, with non-oil and gas exports now
making up 70 percent of total exports, up
from less than 10 percent in 2019.
Nonetheless, within the non-oil and gas
sectors, the downstream  segment
represents only 20 percent of the total,
indicating significant potential for further

growth in the coming years.

Amidst this

performance,

exceptional growth
unemployment has
remained at around 5 percent. This level
was already a remarkable decline from highs
of more than 9 percent just before the
pandemic. The difficulty of reducing it below
5 percent may be traced in part to the current
changing structure of the economy. Further
shifts toward downstream and services will
help facilitate further job creation and make
unemployment rates comparable to peer
economies. A combination of targeted

government responses and further increases

5 CSPS BRUNEIECONOMIC OUTLOOK 2025



in the private sector job generation to

accommodate available workers is required.

As the world faces a complex trade
situation in 2025 and beyond, Brunei’s
strategy of diversification must be
balanced with addressing the demands of
the domestic economy. The post-
pandemic economy is gradually returning to
pre-pandemic levels, albeit with a
significantly different structure. Dependence
on imports for many items in the consumer
basket exposes the economy to potential
supply and price pressures, which could lead
to another spike in inflation. While trade wars
may not necessarily impact Brunei directly
due to its limited integration into the global
value chain, the increase in oil production by
the United States could lower global oil
prices. Even as the oil and gas sectors
account for a declining share of GDP, oil
production remains a key driver of growth
and a major contributor to fiscal revenues.
The threat of lower global oil prices could
also lead to a longer transition to
renewables, which may help stabilize oil
demand. Meanwhile, gas demand is
expected to increase, as LNG is considered
a cleaner energy source. Therefore, on both
accounts, the impact on the economy may be

neutral.

Another potential impact of the trade

wars is the opportunity to attract shifting

investments from North Asian countries.
Brunei can take advantage of this by
facilitating Foreign Direct Investment (FDI)
flows beyond the oil and gas sectors.
Manufacturing and related real estate
opportunities are open for potential
relocators seeking to avoid the heightened
costs of doing business in tariff-affected
countries. By positioning itself as a crucial
transshipment hub in ASEAN, Brunei can
leverage these engagements to enhance its
economic diversification and integration into

regional value chains.

For 2025, the economy is expected to
return to its steady-state growth rate of
around 2 percent. The oil and gas industry
will continue to dominate the economy, with
substantial contributions anticipated from the
downstream oil sector. The downstream oil
sector is expected to accelerate, boosting its
contribution to growth and exports,
particularly as the second phase of the
Hengyi plant is set to go online this year.
Additionally, the conclusion of FDI activities
in logistics, aviation, and manufacturing real
estate is expected to attract increased
private sector investments, primarily in the
service sectors. These developments are
likely to provide strong support for growth
beyond 2025, potentially breaking the
steady-state growth path and pushing it to a
higher 3 percent by 2026.

6 CSPS BRUNEIECONOMIC OUTLOOK 2025



2. Macroeconomic Overview

Global GDP Growth

Global growth projections for 2025 are
estimated to be lower than pre-pandemic
levels. The World Bank forecasts 2.7 percent
growth, while the IMF estimates a higher 3.3
percent growth. The difference stems from
the difficulty in estimating the impacts of the
US's unilateral tariff impositions on its trading
partners. It is expected that countries facing
higher tariffs, such as China, Mexico, and
Canada, will reciprocate, potentially leading
to a trade war. Based on Figure 1, the World
Bank identifies China and the US as
significant contributors to global growth. A
heightened trade war could result in both
countries experiencing either lower or higher
growth. As a result, global growth outcomes

could fall anywhere within this spectrum.

Figure 1. Contributions to global growth
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Nonetheless, growth rates will remain lower
than the pre-pandemic global average.
Supply disruptions caused by the pandemic
led to a global price surge that peaked in
2022. This, in turn, prompted countries to
raise interest rates. By the end of 2024,
inflation in 60 percent of countries had
returned to their target levels, allowing
interest rates to soften as well. Unfortunately,
the impact of interest rate adjustments is not
immediate and may extend beyond six
months. Therefore, it can be said that much
of the growth forecasts moving forward are
primarily influenced by inflation (Figure 2)
and interest rates (Figure 3), which have

longer-lasting effects.

Figure 2. Headline consumer price inflation
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Figure 3. US Effective Federal Funds Rate % wars. Ful-year GDP growth has yet to be
reported for all member countries, but it is
expected to align with the above forecasts for

5 2024. The key downsides for the region
4 include weather disturbances that affected

Indonesia, the Philippines, and Vietnam in

the second half of the year, which likely

reduced agricultural output and damaged

1 infrastructure.
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. , throughout the year.
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account for the potential impact of trade
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For 2025, the ASEAN

exposed to the potential impact of increased

region is likely

tariff impositions by the US. Directly, the US
threat of a 10 percent tariff on countries other
than China, Canada, and Mexico could affect
member states that have trade surpluses
with the US. Among ASEAN member
countries, Vietnam, Thailand, Indonesia,
Malaysia, and the Philippines have trade
surpluses with the US (Figure 6). However,
Vietnam will be the most directly affected, as
it accounts for 7 percent of the total US trade
surplus. It is important to consider, however,
that much of what the US imports from the
region consists of intermediate goods that
feed into the global value chain, such as
electrical machinery and equipment. It is
likely that the actual tariffs imposed on the
region will be lower, as higher tariffs would

increase production costs in the US.

Figure 6. Share of Surplus to US Trade Deficit
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This will help ensure that growth estimates
for the region remain on their current path.
Additionally, the impact of larger tariffs
imposed on China could boost Foreign Direct
Investment (FDI) in the region. Faced with
higher tariffs and with China's domestic
economy still below pre-pandemic levels,
firms currently operating in China may
relocate but stay within Asia, particularly in
ASEAN, given the region's strong linkages to
China's
Approximately 20 percent of ASEAN exports

production value chains.
go to China, and another 20 percent go to the
US, with a significant majority being

component parts for electronics and
electrical products. These factors position
ASEAN as a net beneficiary of the trade war,
like the experience during the first Trump

Administration in 2018.
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oilffield began operations and started
contributing to output.
Figure 7. Real GDP growth
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3. Brunei Economic Performance

2024 proved to be a standout year for the
Brunei economy. Previously, while most
countries in the region exhibited recovery
from the pandemic in 2022 and 2023,
Brunei’'s economy remained largely below its
potential output during those periods (Figure
7).

Restarting the economy required the key
economic engines, led by the oil and gas
sector, to operate at full capacity. This did not
happen, as major rejuvenation activities
were delayed and unable to contribute
significantly to growth. However, beginning in
the fourth quarter (Q4) of 2023, the Salman

Q4 2024

This reversed 15 consecutive quarters of
decline in the contribution of the oil and gas
growth.

comparison with ASEAN peers, Brunei's

sector to total Therefore, in
growth has been quite remarkable, matching
that of Singapore and exceeding that of

Thailand (Table 1).

The better-than-expected growth in 2024
highlights the continued importance of the oil
and gas sector in the economy. Figure 8
shows the contribution of each sector to total
growth per quarter. Despite strong
agricultural and services performance during
the pandemic, the economy reflected
negative growth extending up to the third

quarter (Q3) of 2023.

Table 1. ASEAN GDP Growth

BN |[ID |MA |SG |PH |TH
2018 0| 52| 48| 36| 6.3| 4.2
2019 | 39| 50| 54| 13| 6.1 | 2.1
2020 | 1.2|-20|-55|-39|-93 | -6.1
2021 |-16| 3.7 39| 99| 58| 1.8
2022 |-16| 53| 89| 39| 76| 25
2023| 10| 50| 36| 11| 56| 1.9
2024 | 42| 50| 51| 42| 56| 1.9

Source: ASEANSstats, CEIC
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Figure 8. Real GDP growth rate by economic sector
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This is because the average share of
agriculture has remained at only 1 percent of
GDP, while that of services stands at 39
percent. A significant contribution from the oil
and gas sector will always be required to

drive the economy forward.

Our estimates show that for every 1 percent
growth in the oil and gas sector, GDP can
grow by about 0.5 percent (Figure 9). Despite
the observation that the share of the oil and
gas sector in the economy has started to
decline. From 65 percent in 2010, the oil and
gas sector has now decreased to current
levels of 40 percent, even reaching lows of
36-37 percent
rejuvenation of the facilities in 2021-2023.

during the prolonged

Figure 10 & 11, which collapse the sectors
into two categories, clearly show the
importance of the oil and gas sectors in

relation to economic growth. In this

mmmm Agriculture

mmmm Oil and gas mining

mmmm | NG manufacturin

Services
F Real GDP

%

classification, the oil and gas sector are
represented by oil and gas mining and the
manufacture of LNG. The non-oil and gas
sector is represented by agriculture, other
manufacturing, and services. Within the non-
oil and gas sectors is the downstream oil
production, which is considered part of
manufacturing.  This  industry  began
contributing significantly to output only in
2019 with the operations of Hengyi and has
already contributed an average of 8 percent

to the economy.

Figure 9. Growth of key sectors and GDP
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Within the downstream activities, there are
three main contributors: methanol, fertilizer,
and petrochemical products (Figure 12).
Fertilizer is the most recent contributor to this
sector, while the petrochemical activities of
Hengyi have contributed significantly since
2020.

Figure 10. Share to GDP of Key Sectors
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Figure 11. Non-oil and Gas Sector Components
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Box 1: Understanding the Oil and Gas Value Chain

Figure B1. Oil and Gas Value Chain

Refining and Cracki Chemical
' rackin i
Extraction Processing 9 Reaction
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Electronic
Circuit Boards

Tires
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s and
Cosmetics
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Source: CSPS, General overview compiled from various sources such as International Energy Agency
and the US Energy Information Administration

The significant addition of the downstream oil industry to the economy's output needs to be
understood in the context of the entire industry value chain. In the past, much of Brunei’s activities
in the oil and gas industry have centered on the extraction of crude oil and natural gas and the
refining and processing of LNG. These two activities have long histories, with extraction dating
back almost 100 years and LNG manufacturing for more than 50 years. However, the output of
these activities has begun to decline from their peaks, with oil production peaking in 2007 and
LNG in 2016.

13 CSPS BRUNEI ECONOMIC OUTLOOK 2025




There are two key challenges that the country faces if it remains at the extraction and processing of
LNG stage of the value chain. First, the facilities may have reached their maximum efficiency due to
their age. Regular maintenance and rejuvenation is required to remain competitive with newer
facilities. Based on estimated reserves by the Organization of Petroleum Exporting Countries
(OPEC), Brunei’s reserves have begun to decline after peaking in the 1990s (see Figure B3). While
current reserves are still substantial in relation to domestic use and exports, the second challenge is
the global push for Net-Zero emissions. 145 countries have committed to reducing their carbon
emissions by 2050. Among the key activities in this effort is the reduction of greenhouse gas
emissions and the transition to clean energy. Effectively, this means reducing global demand for

fossil fuels like oil.

The value chain above shows that beyond oil and gas itself, there are many important products that
can be derived from oil. This highlights the importance of the downstream oil segments, which Brunei
is actively pursuing through the following companies: the Brunei Methanol Company (BMC), Brunei
Fertilizer Industries (BFI1), and Hengyi Industries. Hengyi Industries produces a range of downstream
products, from refined fuel and gas to petrochemical products used in rubber, textiles, and
pharmaceuticals. These products are now contributing to exports, earning foreign exchange for the

country.

Further development of the downstream sector can provide greater diversification and additional
products that could further integrate the economy into the global value chain. Collaboration between
the public and private sectors is important in areas such as research and development, capacity
building, and logistics linkages to identify products and services that are easily accessible and

reproducible.

14 CSPS BRUNEI ECONOMIC OUTLOOK 2025




Figure B2. Output of the Oil and Gas Sector
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Figure B3. Proven Reserves: Oil and Gas
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A critical point to understanding the current
capacities of the oil industry is that when
Hengyi completes its Phase I full operations
in 2025, the industry will be able to refine
280,000 barrels of oil per day—far exceeding
the current output of the oil fields, which is
about 95,000 barrels per day. This is why
there is a substantial segment of oil
importation recorded in the trade statistics
since Hengyi’'s operations began. Thus,
advancing downstream still requires more
and available

sustainable consistently

feedstock of oil and gas. Mineral olil
importation has now reached 70 percent of
the total import bill and is likely to remain at

similar levels.

Meanwhile, Brunei has recently announced
that it is opening bids for two offshore
exploration sites near its existing
hydrocarbon sites. This signals that the
government recognizes fossil fuels will
remain a key energy source in the future and
that further developments in the downstream
feedstock

sector will require substantial

deposits to fully benefit from its production.
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Agriculture
The agricultural sector in Brunei remains
small, and its contribution to overall output
The

performance of the sector, however, parallel

has been minimal. inconsistent
trends observed across the ASEAN region
(Table 2). Nevertheless, the outstanding
performance of the sector in Brunei during
the pandemic was among the highest in the

last two decades.

Table 2. Growth of Agricultural Sector in ASEAN

Year BN ID MY SG PH TH

2016 | (3.81) 8.14 222 (1.69) (3.51) (1.54)
2017 | (3.97) 6.39 7.49 (5.94) 287 947
2018 | 4.78 (0.10) (1.76) (0.74) 0.06 8.29
2019 | (3.80) 6.58 (1.91) 0.41 (0.70) 6.40
2020 | 10.06 197 424 1374 10.86 (1.52)
2021 | 20.38 860 29.71 (9.09) 7.70 1.01
2022 | 392 3.82 2.05 (10.23) (2.67) (1.75)
2023 | (3.16) 5.04 (14.67) 215 6.36 2.26

Source: CEIC, CSPS
As Figure 13 shows, agricultural

performance has not been consistent or
sustained. The changing weather patterns
are also affecting outputs, as the Asian
region is expected to face a reversal from the
El Niflo hot and dry weather phenomenon to
the other extreme of La Nifa, which brings
severe rains and flooding. This is reflected in
the the

subsectors beginning in 2023 and extending

performance of agricultural

through most of 2024. Fisheries and

livestock, which had higher outputs in
previous years, have shown a reversal in
trend. Another possible source of declining
output in livestock is the global challenge of
This

challenge to the food industry manufacturing

farm-related diseases. poses a

that has recently emerged in Brunei.

Figure 13. Agriculture Performance
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Local agricultural production has focused on

complementing local  production on
segments where self-sufficiency rate is high
(Table 3).

chicken and related products has seen full

Notably, livestock production of

self-sufficiency rates allowing exports such
as in the case of eggs. Other products in the
food basket, notably rice and crops, will
continue to depend on imports. Along this

line, agricultural production will most likely
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remain a combination of domestic output and
importation of certain key commodities.
Government-linked companies (GLCs) have
helped in managing food availability and
affordability such as PaddyCo for rice and
PDS Abattoir for beef. As food remains a
significant component of the consumer
basket, policy outlook will always be biased
towards ensuring food availability and
affordability. This can include activities such
as contract growing of crops and livestock
both domestic and internationally that can

help ensure sustainable supply.

Table 3. Self-Sufficiency Rates of Key
Agricultural Commodities in Brunei, 2023

Category Self-Sufficiency
Rate (2023)

Livestock Feed | 38.8%
Day-Old Chicks | 94.6%
Fertilized Eggs A 80.1%
Eggs | 103.1%
Broilers | 100%
Goat & Sheep | 5.4%

Meat

Beef (Buffalo & | 3.0%

Cattle)

Rice | 8.1%

Tropical | 72.7%

Vegetables

Miscellaneous
Crops

Tropical Fruits
Ornamental Plants
Cut Flowers

10.9%

43.0%
69.3%
3.2%

Source: Dept of Agriculture and Agrifood (2023)

Overall, the share of agriculture to GDP has
remained at an average of 1 percent, and it
accounts for about 1.3 percent of
employment, or 1,506 workers. In terms of
the number of enterprises in the sector, the
Annual Census of Enterprises (ACE) of 2023
reports that there are 170 agriculture or
primary sector enterprises out of 6,570,
representing 2.7 percent of all enterprises
and contributing about BND 137 million. For
2025, it is expected that growth will be
around 3 percent. The after effects of El
Nifio and the onset of La Nifia continue to
affect the sector but differently per segment.
Specifically, this will be higher on vegetables
and crops which can go below 1 percent.
Livestock, where there is full self-sufficiency
in chicken, growth is expected to be higher
than 4 percent as diseases are observed to

have been managed by the government.
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Services

The services sector is the second-largest
sector in the economy after oil and gas.
Other contributors, such as other
manufacturing, utilities, and the construction
sector, have remained relatively small. The
share of services to GDP has increased from
31 percent in 2010 to its current 41.5 percent
in 2024. Within the services sector, public
administration is the largest contributor.
Excluding public administration, the sector
has grown from 21 percent in 2010 to 31
percent in 2024 (see Table 4).

This shows that beyond the downstream oil
and gas sector, diversification has also been
occurring in the services sector. Figure 14
provides a snapshot of this process over the
last two decades. It can be observed that
wholesale and retail trade have doubled their
shares from 4 percent in 2010 to almost 8
percent at present. The same can be said for
the finance sector. Other sectors reflecting

substantial increases include real estate

Table 4. Share of Services to GDP

2019 2020 2021
Services 38.0% 36.8%
Other
Manufacturing 1.1% 1.0%
Utilities 1.0% 1.0%
Construction 2.6% 2.6%

Services net of
government

Source: DEPS, CSPS

26.5% 25.8%

(from 3 percent to 5 percent), communication
(from 1 percent to 3 percent), and health
(from 1 percent to 2 percent). The expansion
of these sectors signals the economy's
adaptation to evolving consumption trends

and technological advancements.

Finance and communications, in particular,
have benefited from the expansion of
financial technologies, enabling more
efficient  transactions.  Efficiency and
competition in the communication sector
were further enhanced by the institutional
reorganization in 2019, Unified National
Network (UNN) which created a single
upstream provider of telecommunication
infrastructure while fostering competition
among retail service providers. This has
helped lower service costs and expanded
access, with internet penetration now at 99
percent and mobile phone connections at

140 percent of the population.

2022 2023 2024e
38.3% 40.4% 42.3% 41.5%
1.2% 1.3% 1.4% 1.4%
1.0% 1.0% 1.0% 1.1%
2.5% 2.4% 2.6% 2.6%

26.9% 28.3% 30.7% 30.8%
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Figure 14. Share of Services Sector to GDP from 2010 to 2024
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Wholesale and Retail

The traditionally larger contributor to GDP is
the wholesale and retail sector, averaging
5.1 percent over the last two decades. This
segment includes 2,359 enterprises and
employs 27,211 workers, based on the 2023
Annual Census of Enterprises (ACE). It has
the highest number of enterprises in the
economy and is the largest employer outside
of the

economic performance has been sluggish,

government. Nonetheless, its
reflecting declining sales for most of 2023
and 2024. The retail sales index has not
recovered from the pandemic decline, with
all subsegments showing negative sales
growth, strongly suggesting weak consumer

expenditure (Figure 15).

Only petrol consumption showed a strong
post-pandemic rebound, but even this has

reflected flat to declining sales growth in

1 <
) \é\

Wi \N\\MH\I\I\NMW\ |||\H“““ H “ ‘ ||
R N

ataatael il HH
59° >

>
Qo @ ) 3 Q
< 2> Ay N F

&

recent periods. It is notable, however, that
this represents a return to pre-pandemic
sales growth levels, albeit under a different
composition. In 2019, retail growth was led
by petrol sales, indicating strong mobility

patterns. This was disrupted by the

Figure 15. Retail sales growth
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pandemic in 2020, leading to a shift in sales

priorities, with other retail segments,
particularly health-related products, taking
the lead. The aftermath of the pandemic has
reflected a change in consumer behavior,
characterized by reduced mobility, fewer in
person retail experiences, and a shift

toward app-based shopping.

Food and Beverage

The food and beverage sector, on the other
hand, managed to reflect growth in 2024,
although slower than the post-pandemic
recovery levels of 2022 and 2023 (Figure
16). In 2023,

accommodation and food service enterprises

there were a total of

employing 14,059 workers, making this the
second-largest source of economic activities
and jobs in the country. Focusing on the food

and beverage sector, much of its growth was

Figure 16. Food and Beverages
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driven by catering activities, which have

been sustained since 2022.

In contrast, restaurants and fast-food outlets
have been posting flat to declining sales.
This shift reflects a change in consumer
behavior, where in-person dining
experiences have been replaced by food
delivery and home consumption, as
evidenced by the sustained growth in
catering services. The pandemic has
fundamentally altered dining habits, with fast
food dominating pre-pandemic consumption
patterns. It is also worth noting that the
growth of the food and beverage index has

returned to its pre-pandemic levels.

Previously, the flat growth of retail and dining
sales could be attributed to cross-border
spending. While this factor might still be
significant, it is likely that a portion of this
spending has shifted to online shopping and
dining. According to the latest information,
there are 337 online stores in Brunei, offering
products ranging from apparel, food & drinks,
to computers and industrial goods. This shift
highlights the growing influence of e-

commerce and changing consumer

preferences in the post-pandemic era.

This partly explains the sustained increase in
the share of household consumption as a
percentage of GDP in Brunei, as shown in
Figure 17. Notably, Brunei has the lowest
share

household consumption

selected ASEAN peers. In 2010, this share

among
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was about 15 percent of GDP, gradually
rising to its current level of close to 30

percent.

Given the flat growth in the retail and dining
sectors, this increase in consumption may be
attributed

technological

to other factors, such as

advancements, financial
technology, and e-commerce adoption. The
impact of cross-border consumption is
excluded from this figure, as it is not reflected

in Brunei's domestic GDP.

Figure 17. Household Consumption as % of GDP
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Tourism

Related to the food and beverage sector is
the accommodation sector. Data from ACE
breakdown of
their

workforce numbers. Based on GDP shares,

does not provide a

accommodation establishments or

the hotel industry contributes less than 1
percent and has shown little change since
2010. The estimated occupancy rate among
major hotels in the Bandar area was about
26 percent in 2024 — roughly half the rate
recorded in 2013 and 2014, and lower than
the 33 percent seen in 2019 before the
pandemic. Essentially, the tourism industry
has yet to fully recover from the pandemic-
driven decline. The increase in international
arrivals (Figure 18) may support the sector’s

recovery in the coming months. It is

Figure 18. International Arrivals by Air
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estimated that arrivals in 2024 may have
reached 250,000, reflecting a growth of 84

percent.

There is potential for this number to return to
the 2019 level of more than 300,000 by 2025.
This outlook is supported by Gallop Air’s
commitment to making Brunei its hub for the
Brunei-Indonesia-Malaysia-Philippines East
Asia Growth Area (BIMP-EAGA). The airline
also plans to establish routes to southern
Chinese cities, attracting both tourists and
While

conducted

Brunei.
Gallop Air
inaugural flight on 31 December 2024,

investors to awaiting

certification, its
connecting Guangzhou and Brunei via China
Southern Airlines using their newly delivered
COMAC 909 plane. An increase in flights is
expected to strengthen the logistics value
chain — boosting the accommodation, retail,
and dining sectors — and potentially drive
growth in the number of establishments and

jobs along this line.

Fi
%

Monetary Policy

Global interest rates began to decline
starting in the third quarter (Q3) of 2024, a
trend now reflected in the standing facilities
(Figure 19).
Historically, the effects of policy-adjusted

of Brunei and Singapore

rates do not immediately translate to
financial markets. Global anecdotal evidence
suggests that it takes at least six months for
markets to fully price in these changes.
However, what was immediately felt even

before the decline in rates was the fall.

gure 19. B$, S$, and US$ interest rates
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The finance sector, which benefited from a
high-interest-rate environment, has seen a
decline in both its share of GDP and its
sectoral growth (Figure 20). Its share of GDP
and sectoral growth peaked in the second

quarter (Q2) of 2023. Currently, it accounts

for 6.5 percent of GDP, and sectoral growth

is negative. This indicates that the finance
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sector has already begun adjusting to the

rate changes earlier than expected.

Domestic lending has been increasing
despite the higher interest rates in 2023 and
2024. It grew by an average of 4.0 percent in
2023, slowing down only in the middle of
2024. Foreign lending has become a
significant component of domestic lending in
2024, rising from just 1 percent in 2011 to its

highest share of 28 percent of total lending.

This growth in foreign lending reflects the
increasing economic activities of foreign
enterprises in the economy. Businesses that
have established operations, such as FDls,
are now increasingly accessing domestic

financing for their expansionary activities.

Within the economic sectors, the structural
shift in domestic financing requirements
shows that the ICT and financial sectors are
the primary beneficiaries of economic growth

(Figure 21). Combined, these two sectors

Figure 20. Finance Sector
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account for 9 percent of the economy and
contribute a similar proportion of jobs.
Infrastructure lending has also consistently
shown increases over the past two years.
However, other sectors have exhibited
declines, which have pulled down overall
business lending growth to a flat rate for the

full year.

It is, however, the household sector
borrowing that is growing faster than
domestic business borrowing. For 2024, it is
estimated to have grown by almost 4
percent, compared to the flat growth of the
business sector. Housing purchases
dominated household borrowings. It should
be noted that the savings rate of the country
has been slowly declining since 2015 (Figure
22), falling below 50 percent in 2023. This
suggests that households may have been
affected by high prices in 2022 and 2023.
The increase in household borrowing also

reflects leveraging against high prices.

Figure 21. Change in non-household credit (23-24)
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Overall, the monetary sector demonstrates
that policy has been prudent, with money
supply maintained at around 80 percent of
GDP. This prudent policy is reflected in the
performance of the banking system. Non-
performing loans continue to decline, and the
return on equity remains robustly sustained
at the 10 percent level (Figure 23). There is
significant potential for further economic
expansion, as the banking system’s liquid
assets to total assets ratio has remained

above 40 percent over the last five years.

This is well above the standard for the global
banking industry, where large banks in the
US, for example, typically maintain a ratio of
at most 30 percent. In Brunei, this ratio
applies to the entire banking system. The
challenge is no longer monetary but rather
the private sector’s aggressiveness in driving
economic activity. Banks could further relax
rates for business

their prime lending

activities, which have remained at 5.5
percent for almost 20 years, to stimulate

growth.

Figure 22. Savings Rate and Money Supply
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Inflation: Trends and expectations.

Inflation in Brunei has returned to disinflation
after peaking at 4.5 percent in August 2022.
Prior to the pandemic, inflation hovered
around -0.5 percent to 0.25 percent,
averaging -0.27 percent, reflecting the
country’s price norm of mild disinflation
(Figure 24). Shifts in inflation components
appear to have influenced consumer
behavior, particularly in the retail and dining
sectors. Pre-pandemic, the main drivers of
price increases were recreation and
restaurant expenses as consumers were
more mobile. However, during the early
months of the pandemic, there was a notable
reversal in price trends tied to mobility, with
increases observed in miscellaneous goods
as households focused on home-based
activities, personal care, and health

protection.

Miscellaneous goods — which include
personal care, insurance, financial services,
social protection, and funeral expenses —
saw price increases, while food inflation
surged for most of the pandemic, peaking at
7 percent in August 2022. Food remains the
single most important component of inflation
in Brunei, contributing 26 percent to the total
(see Table B1). However, food prices have
returned to disinflation since September
2024, pulling down the overall inflation

basket. Aside from clothing and

miscellaneous goods, most other
components have also shown disinflationary

trends.

Based on trade statistics, 20 percent of
Brunei’'s consumer goods and about 80
percent of its food items are imported. As a
result, inflationary pressures are closely tied
to global price movements and the
availability of food from key suppliers such as
Malaysia, Singapore, Thailand, Indonesia,
and China. Supply chain disruptions during
the pandemic drove up global trade prices,
while food production in source countries
was further affected by high fertilizer costs —
initially due to the Ukraine-Russia war — and
later by the EI Nifio weather phenomenon. It
is important to note that Brunei’s food import
volumes have remained relatively stable
over the past decade. Therefore, domestic
price increases have primarily been driven
by rising prices at the source, rather than

changes in import volumes.

Overall, the inflation outlook is expected to
remain within the average range of -0.5
percent to 0.5 percent. This is because the
challenges that drove higher food prices
during the pandemic are no longer present.
Although the risk of lower food production
and reduced exports remains due to
changing weather conditions, Brunei's

consistent management of food imports
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ensures that supply remains stable.
Affordability, on the other hand, is supported
by the implementation of the Price Control

Act.!

Notwithstanding regulatory measures and

consistent management of supply and

prices, Brunei has also focused on

enhancing self-sufficiency in food production
to address potential shortfalls from abroad.

Government-linked companies (GLCs) have

played a role in boosting food production and
are currently expanding food processing
capacity. Notably, local vegetable production
has outpaced imports in domestic markets,
and livestock exports have begun — with the
export of eggs to Singapore in 2022. While it
may take time for other agricultural sectors to
catch up, these are significant steps toward
strengthening food security and promoting

price stability.

Figure 24. Inflation and Selected Major Components
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Box 2: Inflation Components Comparisons

Figure 24, showing the shifting components of the inflation basket, reflects significant changes in
consumer behavior. Like trends observed in retail and dining, while price changes have returned to
pre-pandemic patterns, the composition of spending has shifted. Brunei’s inflation basket is still
based on 2015 consumption patterns, which may no longer accurately capture current realities. As
a result, it is possible that consumers are experiencing higher prices that are not fully reflected in
official inflation data.

Looking at regional examples, Singapore updated its inflation basket in 2019 just before the
pandemic, whereas Malaysia continues to use a 2010 base. This highlights how inflation can be
understated or overstated depending on whether consumer patterns have evolved. For Brunei, the
combination of falling prices, weak retail and dining revenues, and the rising share of household
consumption in GDP presents mixed signals. Addressing this requires updating the inflation basket

to better align with current consumer spending patterns.

Table B1. Inflation Baskets

Component Brunei (%) Singapore (%) Malaysia (%)
Food and Non-Alcoholic Beverages 26 211 205
Housing, Water, EIectnc:tg,t I;Geé:'sf’:;;g 18 26.3 238
Transport 14 15.8 14.6
Miscellaneous Goods and Services 10 3 6.5
Clothing and Footwear 6 3 31
Furnishifrgs, Household Equipment, 5 5 4.1
and Routine Household Maintenance
Health 4 6.3 26
Communication 3 4.8 4.8
Recreation and Culture 3 88 4.6
Education 2 6 13
Restaurants and Hotels 2 . 3
Alcoholic Beverages and Tobacco 1 . 2.1
Base Year 2015 2019 2010

Source: DEPS, DOS (SG), DOSM (MY), CSPS
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Labour Market
Employment as of 2023 grew to 216,000,

which is close to the pre-pandemic level of
217,000. The participation rate also
increased to 67 percent, matching the rate in
2011. Both of these indicators point to an
active labor market that is supporting the
post-pandemic recovery. The growth in
employment has been driven by the private
sector, which created a total of 2,276 jobs. In
contrast, the public sector saw a decrease of
7,987 jobs from 2019 to 2023. As a result, the
share of private sector employment has now
reached 70 percent, while the public sector

share has shrunk to 30 percent.

The dynamics of employment in Brunei
require significant participation from non-

local/imported labor, particularly in roles

Figure 25. Change in Employment by Sector between
2021 and 2022
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requiring lower qualifications. However, this
trend has been volatile, with shifts between
non-local and local labor observed across
sectors. For instance, consider Figures 25
and 26, which compare the period
immediately after the pandemic with the

current situation.

For non-local hires, the wholesale and retail
sectors saw an initial increase in 2022, but
this trend was reversed in 2023. A similar
pattern is observed in domestic work. Amore
consistent trend is seen in manufacturing
which has been seeing declines in hiring.
Meanwhile, accommodation and food,
education, and health sectors have
experienced growth. The role of non-local

workers remains significant, especially in the

Figure 26. Change in Employment by Sector between
2022 and 2023
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private sector. However, the ratio of non-
locals has decreased from almost 50 percent
in 2019 to 42 percent in 2023, suggesting a
growing preference for local hiring among job
seekers. In terms of sectoral job contribution,
public administration continues to hold the
largest share, with 20 percent of total jobs,
followed by wholesale and retail trade (15
percent) and education and health services
(13 percent). With the public sector reducing
its share of total employment, job growth is
expected to come from various sectors of the
economy. Table 5 shows the average
employment and sectoral growth
contributions of different sectors from 2017 to

2023.

The largest growth in employment has been

seen in real estate activities, mining and

Table 5. Average Employment and Sectoral Growth

quarrying, and construction. However, their
share of total employment is not large
enough to significantly impact overall
employment opportunities. Mining requires
highly specialized skills, while construction
primarily involves low-skilled occupations,
meaning these sectors may not substantially
contribute to local employment growth. Other
economically expanding sectors like
transport and storage and information and
communication are more likely to create local
jobs. However, their combined contribution to
GDP is under 6 percent, which means their
impact on overall employment is also limited.
It is also worth noting that despite growth in
the ICT sector, jobs are being lost in that
field. This

improvements are occurring in the sector,

suggests that efficiency

potentially reducing the need for labor.

Average Share to Average Average Sector
Employment Employment Growth
Growth

Agriculture, forestry, and fishing 1.45 5.44 0.53

Mining and quarrying 4.63 12.08 0.24

Manufacturing 5.68 9.74 3.58

Utilities 1.35 3.89 3.78

Construction 9.70 10.32 5.43

Wholesale and retail trade 15.41 1.94 4.06

Transportation and storage 2.76 4.65 7.83

Accommodation and food 7.50 6.31 3.75

service activities

Information and communication 2.35 -1.84 4.49

Financial and insurance 210 0.08 2.96
activities

Real estate activities 0.43 20.63 0.61

Others 3.77 0.63 0.40

Source: CSPS Estimates
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This is another concern regarding the
structure of employment in the country.
Productivity is highly concentrated in sectors
that are not creating a significant number of
jobs. Figure 27 shows that the most
productive sectors in the economy are Oil
and Gas, Manufacturing, Finance, and Real
Estate. These sectors can contribute more
output to the economy with fewer
employees. In the future, efficiency
improvements are expected to drive
productivity growth. However, this may lead
to job rationalization, as seen in the ICT
sector. Sectoral growth that results in
employment contraction is part of the
process towards improving productivity.

Nevertheless, the economy must carefully

Figure 27. Productivity of Sectors in Brunei

45 Contributions to GDP (RHS)

Source: DEPS, CSPS

manage this transition by first addressing
unemployment and then focusing on job

quality.

For 2025, the observed dynamics in the
movement of local and non-local workers
may experience a pause as the government
is expected to implement minimum wage
orders across different sectors. Currently,
this is applied to finance and ICT. As this
expands to other sectors, particularly those
that are currently non-local heavy, it could
help attract local talent to these industries.
Job creation is expected to remain strong in
the manufacturing sector, especially as

downstream segments continue to expand.

8000
7000

= Contributions to Employment (LHS) 6000

5000
4000
3000
2000
1000

30 CSPS BRUNEI ECONOMIC OUTLOOK 2025



Box 3: Unemployment - Sticky going down

Unemployment fell from peaks of about 9 percent in 2017 and 2018. It has since decreased to
around 5 percent starting in 2021 and has remained near that level, according to the latest data
available for 2023. Government policies supportive of employment, such as the JobCentre Brunei
and i-Ready apprenticeship programs, have played a key role in lowering unemployment. Data
from the Labor Force Surveys from 2017 to 2023 show that unemployment across different levels
of education has been generally falling until 2022, when noticeable increases were observed.
However, although the share of youths who are not in education, employment, or training (NEET)
continues to decline, unemployment among those with advanced education degrees increased by

nearly 2,000 in 2023 compared to 2021 levels.

Figure B4. Unemployment by

Education and Youth (in %)
Share of Youth Not in | 2 .=
Education, Employment or
Training: Total: % of Youth...

Unemployment with
Intermediate Education: % of
Total Labour Force

Figure B5. Share of Job Seekers by
Educational Qualifications (2023-2024)
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This data is supported by the latest statistics on the qualifications of job seekers over the past 2
years. The data shows that the share of job seekers with a first degree and above has increased
from about 30 percent in January 2023 to nearly 40 percent in November 2024. This reflects an
increase of roughly 2,000 more job seekers with higher qualifications. During the same period, the

total number of job seekers increased by 3,800, or approximately 46 percent.

Based on historical trends, CSPS estimates the elasticity of employment to GDP, or the
responsiveness of job creation to GDP, as 0.18. This means that for every 1 percent growth in GDP,
employment grows by only 0.18 percent. The reason for this relatively low job creation in relation
to GDP growth is due to the structure of the economy itself. The table above shows the share of

employment according to the sectors of the economy.

The bulk of jobs are in wholesale and retail trade and accommodations in the private sector, while
a significant share goes to the public sector, accounting for about 20 percent of the total. If the jobs
being created in the private sector require qualifications below a first degree, job applicants with
higher qualifications may find themselves waiting for government jobs. However, since the
government has slowed hiring in recent years, this mismatch will likely become more pronounced,

even as the economy expands.

A compilation by Revelio Labs reveals that a significant number of publicly available job postings
remain active over time. The chart, reflecting data from January 2021 to December 2024, shows
that job postings in the country are dominated by demand for professionals, information technology,
education services, manufacturing, and mining. It appears that a substantial number of these
postings remain active. Based on this information, demand is not being met by the supply of human
capital. It can be conjectured that the supply does not have the qualifications required by the
industries, or there may be sectoral reservation — meaning people are willing to wait for
government jobs. Hence, even if the private sector is creating jobs, the existing supply may not be

able to meet the demand due to this mismatch.
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Policy should focus on nudging educational institutions to respond to demand by using data like
this to plan course offerings for the medium term. Additionally, training institutions should be more
responsive in offering upskilling or skills augmentation opportunities for immediate deployment to
address demand. On the government side, the longer wait for job openings will increase the cost

of sectoral reservation, and eventually, work offered by the private sector will be taken.

Figure B6: Total Number of Job Advertisement: Active and new postings
and filled up (removed) (Jan 2021 to Dec 2024)
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Trade Balance: Impact of oil and gas exports, imports, and trade

partnerships.

The external sector posted a modest
rebound in 2024. Exports grew by about 5.4
percent, and imports by 1.5 percent, leading
to a growth in the trade surplus of 13.6
percent (Figure 28). This was made possible
by the rebound in mineral oil exports, which
represent almost 70 percent of total exports
at present (Figure 29). This is a decline from
in 2019. The

operations of the downstream facilities of

more than 90 percent

Hengyi allowed chemical exports to help
absorb the slack created by lower oil exports
during the lean periods of 2020 and 2023.
Chemical exports now account for more than
20 percent of total exports, reflecting a

gradual diversification.

Figure 28. Trade performance
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The country can take advantage of its trade

agreements with new markets made
possible by the chemical product exports,
such as Korea, Nepal, Mozambique, and
Colombia, among others. Brunei is a
member of several ASEAN Free Trade
Agreements such as those with China,
Japan, Korea, Australia, and New Zealand,
the

Economic

India, and broader Regional

Comprehensive Partnership
Agreement (RCEP). It also has an existing
bilateral trade agreement with Japan and is
the
Progressive Agreement for Trans-Pacific

Partnerships (CPTPP). According to the

a part of Comprehensive and

Figure 29. Mineral, chemicals exports and mineral imports
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estimates of DEPS, the export value from
these partnerships has almost doubled to
B$2 billion in 2024 from B$1 billion in 2019.
These agreements

present significant

potential market opportunities that the

country can target beyond 2025.

The challenge with the sustainable
diversification of exports via the downstream
products lies in the feedstock. Figure 29
shows that the increase in chemical exports
follows the rise in mineral fuel imports. Prior
to 2019, crude oil imports represented less
than 10 percent of total imports. However, at
current levels, crude oil imports have already
exceeded 50 percent of total imports. Non-oil
and gas exports have now outpaced oil and
gas exports, comprising 60 percent of total
exports (Figure 30). To sustain further
diversification and expansion into more
products in the downstream sector, the
existing oil production must increase, both to
meet export commitments and to provide
feedstock to the growing downstream oil
sector. For 2025, non-oil and gas exports will
continue to dominate, especially with newer
markets and the increased output of the
Hengyi facilities.

Figure 30. EXpOrtS gy
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Fiscal Policy: Government budget, spending priorities, and debt levels.

Brunei’s fiscal position remains largely tied to
the price of crude oil. Government revenues
are predominantly sourced from oil
revenues, averaging about 77 percent of
total revenues over the past 5 years. Figure
31 shows a strong correlation (estimated at
80 percent) between oil prices and fiscal
position. It's noteworthy that oil and gas
revenue as a percentage of GDP has
dropped from highs of over 50 percent in
2012 to an average of 26 percent in the last

10 years.

Given this trend, the global oil price plays a
crucial role in the country's fiscal health. In
response, the government has been working

to enhance other revenue sources. Taxes

Figure 31. Fiscal Balance and Crude Qil Price
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and operational revenue streams have
contributed an average of 15 percent to total
revenues, though they have not significantly
changed over the years (Figure 32).
However, there has been a notable increase
in contributions from statutory bodies since
2022, although still below 3 percent of total
revenues, they are now approaching the
contributions made by returns from savings

and investments.

This shift reflects the government's efforts to
rationalize the public sector and improve the
efficiency of its operations. Corporatization
has been a key strategy, allowing previously
budget-supported offices to operate as profit-

making corporations. Notable examples

Figure 32. Public Sector Revenues
Taxes
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Port

telecommunication providers. With these

include the Muara and
successes, it is expected that corporatization
will remain a significant policy in the future,
as it creates sustainable profit centers that
can support the country's fiscal needs

moving forward.

Meanwhile, government expenditure as a
percentage of GDP has decreased from
highs of 41 percent in 2015 to 30 percent in
This

reflects consolidation of fiscal activities and

the current fiscal year (Figure 33).

the implementation of positive austerity

measures. The majority of government

expenditures are classified as ordinary

expenditures, which cover regular

operational activities. In terms of absolute

values, total government expenditure has
remained around BND 4.3 trillion, like levels

seen in 2010, indicating a strong
Figure 33. Government Expenditures
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commitment to keeping operational costs
under control. The government has made
efforts to outsource certain activities and
improve procurement strategies, such as
with the implementation of the Unified Smart
Meter System (USMS).

Efforts to rationalize operational expenses
have been effective, as demonstrated by the
reduction in public sector employees. Data
from the Labor Force Surveys (LFS) shows
that the share of employed locals in the
public sector was 61 percent in 2014 but has
since decreased to 43 percent in 2023
(Figure 34).

share of locals in the private sector increased

During the same period, the

from 39 percent to 57 percent, suggesting a
shift in employment dynamics and an overall

reduction in the size of the public sector.

Figure 34. Locals in Public and Private Sector
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Meanwhile, charged expenditures, or those
obligations carried over from previous years,
have been increasing from a stable 18
percent of total expenditures in 2017 to the
current level of 25 percent. This suggests
that the government has been delaying
payments on some of its obligations. As total
expenditure has gradually fallen as a share
of GDP and operational expenditures have
remained stable, it is the development
expenditure that have been significantly cut.
From a high of 20 percent in 2013, this share
has now dropped to about 3.5 percent of total
expenditures. This could indicate that the
government is slowing down significantly on
capital expenditure and may be allowing the
private sector to take a more active role in

driving economic growth.

Overall, government consumption as a

percentage of GDP has remained relatively

Figure 35. Expenditure Shares to GDP Exc. Trade
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unchanged since 2010, maintaining a level of
22 percent (Figure 35). However, it is worth
noting that public sector investment as a
share of GDP has significantly fallen from 7.5
percent in 2013 to less than 1 percent in
2022. This consistent trend highlights the
government's strategy of allowing the private
sector to take a more prominent role in
driving economic activity, while at the same
time, focusing on fiscal consolidation efforts.
In doing so, the government is managing the
revenue side of the fiscal position more
effectively, potentially paving the way for
more and

private sector-led growth

development in the future.

Investments

Domestic investments in Brunei have been
on a downward trajectory since 2018.
Historically, gross capital formation has
the
expenditures in gross domestic product
(GDP). At its peak, it exceeded 40 percent,

but this has now fallen to around 30 percent.

accounted for largest share of

This decline is closely aligned with the

reduction in government development
expenditures, as seen in the figure depicting

government spending components.

The key factor contributing to the drop in
domestic investments is the reduction in
activities.

government infrastructure

Previously, the government played a
dominant role in leading investment projects,

but with the fiscal consolidation efforts, there
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has been a conscious shift away from large-
scale public infrastructure investments. The
declining share of government expenditures
to GDP — from around 30 percent in 2019 to
just above 20 percent today — further
supports this trend. This shift allows more
room for the private sector to step in and take
over the responsibility of driving investments,
potentially leading to a more diversified and
sustainable investment landscape in the

future.

Foreign Direct Investments

Foreign Direct Investments (FDIs) have been
playing a crucial role in supporting total
investments in Brunei's economy. Since
2018, cumulative inflows have reached
B$1.8 billion, with significant contributions
from the manufacturing and finance sectors
(Figure 36). In the first three quarters of
2024, Brunei experienced a positive net FDI
flow of B$45 million, a notable recovery
compared to an outflow of B$550 million
during the same period in 2023. A major
contributor to this turnaround is a fresh
B$440 million inflow into the mining and
quarrying sector in 2024, marking a

significant investment boost in this area.

On average, net FDIs in manufacturing and

finance sectors have been relatively

consistent, averaging $66 million and $15
million, respectively. The United Kingdom
remains the single largest investor, followed
by Hong Kong and the Netherlands.
Additionally, China has emerged as an
important investor, particularly through its
involvement in petrochemical facilities and
other related industries currently in the
pipeline. This foreign investment inflow
signals confidence in Brunei's economic
prospects, especially in key sectors, and
provides valuable support as the government
continues its efforts toward diversifying the

economy.

Figure 36. FDI Flows by Economic Activity
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Box 4: Imperatives for attracting FDI after New Tariff Imposition

The period from 2025 and beyond is pivotal for Brunei in terms of Foreign Direct Investment (FDI).
With the ongoing geopolitical shifts and the possible imposition of large tariffs on China, Brunei
stands at a unique crossroads, presenting an opportunity to link more effectively into the global
value chain. Looking back at the period from 2018 to 2020, the imposition of US tariffs on China
caused a noticeable shift in investment flows. During this time, ASEAN became the primary
beneficiary of the reallocation of investments, with Vietham emerging as a significant recipient.
The potential for another round of tariffs on China presents a similar opportunity for Brunei, which
can strategically position itself to attract relocating manufacturing facilities from China, as well as

foreign companies that are based there.

It is unlikely that these companies will move away from the ASEAN region, much like the previous
shift to Vietnam. In fact, China's increasing investment in ASEAN reflects a growing economic
interdependence and a realization that the region offers a conducive environment for
manufacturing and trade. As shown in Fig B7, China's investment in ASEAN has already reached
significant levels. For Brunei, capitalizing on these geopolitical shifts could be an effective way to
foster greater FDI in the coming years, especially as companies look to diversify their
manufacturing bases away from China and into more stable and strategically located ASEAN
markets. This opportunity aligns with Brunei's goals to enhance its position in global value chains

and attract further foreign investments.

Figure B7. ASEAN announced Chinese
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Brunei has an opportunity to attract more Foreign Direct Investment (FDI) by addressing key
structural reforms highlighted in the 2024 IMF report. These reforms focus on improving
governance, simplifying business regulations, and facilitating trade. This includes reducing non-
tariff barriers, streamlining export/import documentation, speeding up appeal procedures, and
making business licensing and permits less burdensome. Additionally, the report suggests lowering
the market dominance of large firms, particularly Government Linked Companies (GLCs), to foster
more competition. By implementing these changes, Brunei could improve its investment climate,
encourage private sector participation, and create more public-private partnerships, positioning
itself as a stronger player in the ASEAN market and benefiting from shifts in global investment

patterns.

Secondly, Brunei needs to focus on the second generation of infrastructure upgrades to support the
potential influx of FDI. This includes expanding power capacities, ports, and logistics, drawing on
the experience of rationalizing the ICT sector. Strategically located in the heart of Southeast Asia,
Brunei is well-positioned to connect to the region’s manufacturing sector, serving as a key
transshipment and logistics hub. Additionally, Brunei's growing role as a service sector hub for Asia,
particularly in tourism and the export of services like telecommunications, IT, education, and

financial services, further strengthens its potential to attract investment.

Finally, for FDI to be successful, Brunei must ease soft components such as the mobility of human
capital and allow for a gradual increase participants in the local market to sustain economic
activities. This transition phase should enable non-local workers to actively participate in and invest

in the local economy, helping to foster long-term growth and integration.
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4. Directions for 2025 and beyond

Dependence on Oil and Gas: Vulnerability to global price fluctuations.

The global growth forecasts for 2025 and
2026 do not differ significantly from the pre-
pandemic levels of around 3 percent (Figure
37). These forecasts, from institutions such
as the World Bank, IMF, OECD, and the
United Nations, may not yet fully account for
the impact of the tariff wars, which are
expected to intensify over the next two years.
Nonetheless, they already factor in the

normalization of global interest rates and

falling inflation. This assumes a return to

normalized global economic performance as
the world continues to recover from the

pandemic.

Figure 37. Global Growth Forecasts
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The World Bank’s updated development
report in January 2025 provides extensive
forecasts for global economic movements,
including the prices of critical commodities
essential for countries. This analysis aims to
assess global price movements and trade
dynamics. Among the critical commodities
evaluated are energy prices, which include
oil and gas. As shown in Figure 38, energy
prices peaked in 2022 and are now projected

to decline and stabilize through 2026.

The World Bank estimates that there will be
a global excess supply of oil for 2025 and
beyond, which may lead to softer global oil
prices (Figure 39). This could impact Brunei’s

GDP and fiscal position. While softer prices

Figure 38. Commodity price projections
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are a concern, the bigger issue is the decline
in demand for oil, driven by the global shift
toward electric vehicles and renewables. It
should also be noted that Brunei needs to
import oil for its downstream industries,
adding another layer of complexity.
Additionally, the US’s efforts to increase its
domestic energy production could further
contribute to the global oil supply. As a result,
2025 and 2026 are likely to see softer oil and

energy prices.

While this poses a significant challenge to
Brunei’s main economic engine, there is a
silver lining to the increasing global supply of
oil—it provides more time for Brunei's
transition to renewables and its commitment
to addressing climate change and
sustainability. Lower oil prices could delay
the decline in demand for internal
combustion engine (ICE) vehicles and oil-
powered industrial uses. This extended
timeframe can also be utilized to expand
investment opportunities, particularly in
research and development for the
downstream elements of the oil and gas
sector. Additionally, it can be leveraged to
attract better FDI and joint partnerships in the
sector and beyond, fostering long-term

economic diversification and resilience.

Figure 39 Global oil market balance
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GDP for 2025

CSPS estimates that Brunei’'s long-term
growth path is 1.4 percent. This projection
takes into account the existing economic
structure, the differing roles of the public and
private sectors, the historical flow of foreign
investments, and other factors. In a “normal”
year—defined as a year without significant
disruptions in global and domestic business
activities—the economy is expected to grow
at this rate. Essentially, this represents the
base growth rate of the economy, which
aligns with similarly situated economies with
a GDP per capita of more than US$30,000.

With various global disruptions and the
periodic rejuvenation activities required for
its oil and gas facilities, Brunei’'s growth has
typically hovered within plus or minus 1
percent of its base growth path. As 2025 is
expected to be a challenging year for the
global economy, this growth rate is likely to
be affected. In particular, the oil and gas
industry remain the single most important
factor for economic activity. As of the end of
2024, the industry continues to contribute
about 40 percent to the economy and 75
percent to government revenues. Therefore,
our GDP estimate is calibrated around the
price of oil and the oil production capacity of
the country. Assuming a Brent crude oil price

of US$75 per barrel and the same production

capacity, GDP could grow to 2 percent in
2025.

Our 2 per cent growth estimate is lower than
forecasts of other agencies because it is
based on full-year data for 2024, whereas
other estimates were based on data up to the
third quarter (Q3) of 2024, prior to
understanding the repercussions of current

global disruptions and potential oil price

Figure 40. 2025 Growth Forecasts
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Figure 41. GDP levels and growth
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movements (Figure 40 & 41). The 2 percent
growth estimate for 2025 takes these factors

into account.

It is important to note that because the first
three quarters of 2024 saw very high growth,
base effects will likely bring the rate lower,
though it will still remain above the baseline
This

indicates that Brunei is growing faster than

growth estimate of 1.4 percent.
its existing economic capacity. However,
there is a possibility that growth could slow
further due to external headwinds and the
need for extended maintenance of oil and
gas facilities, potentially bringing growth

down to the baseline estimate of 1.4 percent.

Policy Imperatives

Brunei is currently at a crossroads of
economic opportunities. It is committed to
achieving Net Zero emissions by 2050, as
outlined in COP 26. Based on its Nationally
Determined Contributions (NDC) to Climate
Change, the country aims to reduce
greenhouse gas emissions by 20 percent by
2030 and shift 20 percent of its energy needs
to renewables within the same period.
However, the road to energy transition is
the

contribution of the oil and gas industry to the

challenged by continuing strong
economy. While diversification efforts have
already led to a significant increase in the
the

challenge remains in further diversifying the

share of non-oil and gas sectors,
economy. Currently, the non-oil and gas
sector has surpassed oil and gas to become
the largest contributor to the economy

(Figure 42). However, unlike oil and gas, the

Figure 42. GDP and share of key sectors
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non-oil and gas sector comprises many
subsectors, each with relatively small
contributions to the total. This highlights the
need for strategic focus and investment to

strengthen and expand these subsectors.

Downstream

The downstream industry remains the low-
hanging fruit within the oil and gas sector, as
it benefits from existing expertise and closer
value chain connections. However, further
research and investments are needed to
deepen its integration into the value chain. It
should also be noted that increasing
production in the downstream sectors may
not necessarily lead to more job
opportunities, as this is a high-skill, high-
expertise industry that requires significant
time for human capital development.
Nonetheless, investment opportunities from
abroad are keen on supporting the
downstream and related industries, given
that Brunei already possesses the
infrastructure to sustain and expand these

activities.

Service Industry

Based on Brunei’'s economic blueprint, food,
tourism, ICT, and business services are the
target sectors for diversification. However,
these sectors combined contribute less than
10 percent to total output, and each faces
differing operational conditions (Figure 43).
The food sector remains largely import-

dependent, although significant strides have

been made to increase local production. The
ICT sector has strong potential to contribute
further to output, especially with the
regulatory and infrastructure mechanisms
already in place. It has been expanding
through increased loans but is
simultaneously reducing its demand for
workers, indicating an efficiency
improvement that will eventually require
more |ICT-intensive human capital and

advanced maintenance systems.

To further expand, the ICT sector will need
additional support in linking infrastructures to
sustain data centers, which are power-
intensive due to their energy requirements.
Brunei can leverage the data center being
developed by Unified National Network
(UNN) and position itself as a major or
redundant data center hub for its ASEAN
neighbors. Data centers require
uninterrupted power and communication
facilities, particularly in areas less exposed to
natural disasters. Brunei's relatively low
exposure to natural disasters compared to its
neighbors gives it a competitive edge. This
segment has the potential to significantly
boost the country’s service exports, which

currently represent only 2.3 percent of GDP.

Another subsector with significant potential
to contribute to diversification is tourism,
which currently accounts for less than 2
percent of total output. When combined with

logistics and transportation, these sectors
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can further boost service exports. To achieve
this, Brunei will need to implement more
relaxed entry requirements for visitors and
integrate facilitative mobility processes to
ensure a seamless travel experience. The
calm and serene surroundings of Brunei offer
a unique alternative to the bustling city
its ASEAN
neighbors. Additionally, adopting flexible visa

experiences provided by
requirements for digital nomads, similar to
those offered by Indonesia and Thailand,
could help increase the local market size and
consumption, further supporting the growth

of the tourism sector.

Finally, business services, including finance,
legal, medical, and similar sectors, can be
developed for export. Taking a cue from how
the Philippines and India have leveraged
their English language capabilities and the
high educational attainment of their younger
populations, Brunei can also cultivate such
business services, focusing on
Commonwealth nations. This approach can
help increase employment opportunities,
particularly for individuals with university and
higher degrees, while also contributing to

economic diversification and growth.

Figure 43. Share to GDP
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Brunei Economic Performance

Brunei’'s economy expanded by a strong 4.2%
growth rate in 2024. This highlights the
continued importance of the oil and gas sector
in the economy.

Real GDP growth rate by economic sector
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Our estimates show that for every 1 percent
growth in the oil and gas sector, GDP can grow by
about 0.5 percent, despite the observation that the
share of the oil and gas sector in the economy has
started to decline.

Growth of key sectors and GDP
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Exports grew by about 5.4 percent, and imports by 1.5
percent, leading to a growth in the trade surplus of 13.6
percent in 2024.

Trade performance
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Crude oil imports have already exceeded 50 percent
of total imports. Non-oil and gas exports have now
outpaced oil and gas exports, comprising 60 percent
of total exports.
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Brunei Economic Performance

The retail sales index has not recovered from the
pandemic decline, with all subsegments showing
negative sales growth, suggesting weak
consumer expenditure

Retail sales growth
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The food and beverage sector managed to reflect
growth in 2024, although slower than the post-
pandemic recovery levels of 2022 and 2023

Food and Beverages

2000 ™= Beverage serving activities
mmmmm Other food service activities
Catering service activities
Fast-food outlets
Restaurants
1000 . « -« Total

150.0 |
|
|

50.0

0.0

1l “111;*

-.‘—

—
-

-50.0

-100.0

Q12019
Q32019
Q1 2020
Q3 2020
Q12021
Q32021
Q12022
Q32022
Q12023
Q32023
Q12024
Q32024

Dynamics of employment in Brunei require
participation from non-local/imported labor, However,
this trend has been volatile, with shifts between non-
local and local labor observed across sectors

Change in Employment by Sector between 2022
and 2023
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Most productive sectors in Brunei’'s economy are Oll
and Gas, Manufacturing, Finance, and Real Estate.
These sectors contribute more output to the economy
with fewer employees.

Productivity of Sectors in Brunei
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Global Conditions and Forecasts

CSPS forecasted a growth of 2 percent and
estimate is lower than forecasts of other agencies
because it is based on full-year data for 2024,
whereas other estimates were based on data up
to the third quarter (Q3) of 2024.

2025 Growth Forecasts
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Energy prices peaked in 2022 and are now projected

to decline and stabilize through 2026.

Commodity price projections
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The World Bank estimates that there will be a global
excess supply of oil for 2025 and beyond, which may
lead to softer global oil prices

Global oil market balance
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Based on Brunei’s economic blueprint, food, tourism, ICT,
and business services are the target sectors for
diversification. These sectors combined contribute less
than 10 percent to total output.

Share to GDP
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