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CONSUMER PRICE INDEX
(2003=100)

3" Qtr. 2004.
CONCEPT:

The Consumer Price Index (CPI) measures the changes over time in the price level of
consumer commodities and services generally purchased by households. The year — on
— year rate of change of the CPI is widely used as indicator-affecting consumers.

The current bulletin is based on our re-based price i.e. 3 Qtr. 2003. However, during
the 3™ Qtr. 2003 and 1% Qtr. 2004, year- on-year rate of change of the CPI cannot be
calculated. Comparisons cannot be made because there is no quarterly index produced
in the previous year.

The half yearly bulletins published in the previous years are considered as: 1* half as
2™ quarter and 2" half as 4™ quarter.

YEAR - ON - YEAR INFLATION RATE:

Year on Year Inflation rate in Bhutan went up by 4.55 percent. The up trend of the
inflation rate was primarily brought about by the 5.34 percent growth in the prices of
non — Food items and 2.85 percent growth in the prices of food items.

1. Similarly, inflation rate in capital town Thimphu grew by 5.18 percent
this quarter.

2. Inflation rate in Phuentsholing and other towns moved up by 4.98
percent and 2.70 percent respectively.

PERIOD TO PERIOD (QUARTER-TO-QUARTER) INFLATION RATE:

Quarter-to-Quarter Inflation rose to 0.94 percent during this quarter compared to (-)
0.23 percent of the previous quarter. The increase in prices of Food items by 1.76
percent as compared to (-) 0.78 percent of the previous quarter attributed to the
increase in inflation. Prices of Non — food items also increased by 0.57 percent as
compared to 0.01 percent of the previous quarter.

PURCHASING POWER OF NGULTRUM (PPN):

The PPN for the nation as measured by CPI is recorded at 96 Chheltrum as of 3™
quarter 2004. This indicates that 100 Ngultrum of 3" quarter 2004 is worth only 96
Ngultrum of 3™ Quarter 2003.



YEAR ON YEAR INFLATION RATE BY MAJOR COMPONENTS:

Inflation rate of transport sector jumped to 10.74 percent this quarter. The increase in
transport sector is mainly due to jump in prices of transport services by 28.03 percent
and operation of personal transport equipment by .86 percent.

In addition, inflation rate for housing, water, electricity, gas and other fuels picked up
to 7.29 percent. The increase in actual rentals for housing by 9.55 percent,
maintenance and repair of dwellings by 3.35 percent and electricity, gas and other
fuels by 1.07 percent attributed to the increase.

Restaurant and hotels picked up to 6.60 percent. This is due to the increase in prices of
catering services by 6.42 percent and accommodation services by 6.95 percent.

Clothing and footwear increased to 5.23 percent due to increase in prices of clothing
by 5.01 percent and footwear by 5.89 percent.

Recreation and culture increased to 3.97 percent because of the increase in prices of
recreation and cultural services by 3.84 percent and newspaper, books and stationary
by 9.44 percent.

Furnishing, household equipment and routine household maintenance increased to
3.56 percent due the increase in prices of furniture and furnishing by 5.28 percent,
household textiles (SD) by 2.73 percent, household appliances by 12.33 percent and
goods & services for routine household maintenance by 3.24 percent.

Food and non — alcoholic beverages increased by 2.91 percent because of the increase
in food items by 3.07 percent and non — alcoholic beverages by 0.4 percent.

Alcoholic beverages, tobacco and narcotics increased by 2.02 percent because of the
increase in alcoholic beverages by 2.77 percent, tobacco by 1.29 percent and narcotics
by 1.03 percent.

Health sector increased by 1.43 percent due to increase in prices of pharmaceutical
products by 1.87 percent and other medical products 1.08 percent.

Meanwhile, inflation rate for miscellaneous goods and services slowed down to (-)
0.13 percent. The reason behind the decrease is due to drop in prices of personal care

items by .52 percent and personal care effects by .85 percent.

The communication sector also showed a decrease by (-) 1.75 percent due to drop in
prices of telephone and tele-fax services by 1.85 percent.
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PERIOD-TO-PERIOD INFLATION RATE BY MAJOR COMPONENTS:

Inflation rate of restaurants and hotels marked an increase of 5.45 percent this period
as compared to 1.76 percent of the previous period. This is due to increase in prices of
catering services by 6.7 percent and accommodation services by 3.10 percent.

Transport increased by 3.81 percent from (-) 0.46 percent. The increase is due to jump
in prices of transport services by 10.72 percent over the previous quarter.

Alcoholic beverages, tobacco and narcotics increased by 1.80 percent from (-) 0.40
percent. The increase in prices of alcoholic beverages by 4.12 percent attributed to the
increase.

Food and non — alcoholic beverages increased by 1.76 percent because of the increase
in prices of food by 1.85 percent and non — alcoholic beverages by 0.37 percent.

Clothing and footwear increased by 1.69 percent. The increase is due to price increase
in Clothing by 1.53 percent and Footwear by 2.16 percent.

Health sector increased by 1.17 percent because of the increase in prices of
Pharmaceutical products by 1.42 percent.

Recreation and culture also showed a slight increase by 0.82 percent over the previous
quarter. This is mainly due to increase in prices of recording media by 9.97 percent,
recreation and cultural services by 1.19 percent and newspaper, books and stationeries
by 5.79 percent.

However, miscellaneous goods and services showed a decline in prices from 4.25
percent to (-) 5.79 percent. The drop in prices of personal care effects by 13.53 percent
and personal care items by 1.90 percent over the previous quarter attributed to the
decrease.

Communication showed a decrease from (-) 0.71 percent to (-) 1.85 percent. This is
mainly due to fall in prices of telephone and telefax services by 1.9 percent.

Housing, water, electricity, gas and other fuels also showed a decline from 0.04
percent to (-) 0.13 percent. The decrease is due to drop in prices of electricity, gas and
other fuels by 0.42 percent and actual and imputed rentals for housing by 0.11 percent.

Furnishing, household equipments and routine household maintenance dropped from
(-) 0.54 percent to (-) 0.03 percent because of the drop in prices of glassware,
tableware and household utensils by 3.49 percent and furniture & furnishing by 2.92
percent.



YEAR ON YEAR INFLATION RATE BY SUB-MAJOR COMPONENTS:

Inflation rate of actual rentals for housing jumped to 9.55 percent this quarter. This is
due to increase in actual and imputed rentals for housing by 9.55 percent.

In addition, inflation rate for vegetables picked up to 7.79 percent. The increase in
prices of fresh or chilled vegetables other than potatoes by 9.36 percent and fresh or
chilled potatoes by 7.70 percent attributed to the increase.

Clothing increased by 5.01 percent because of the increase in prices of clothing
materials, other articles of clothing by 11.59 percent, garments by 4.2 percent and
cleaning, repair and hire of clothing by 16.7 percent.

Food products increased by 4.33 percent due to increase in prices of dried chilies by
12.11 percent, powdered chilies by 0.81 percent and Indian spices by 3.77 percent.

Oils and fats increased by 3.05 percent due to increase in prices of butter and
margarine by 3.07 percent and other edible oils and fats by 3.03 percent.

Meat showed an increase of 2.93 percent. This is due to increase in prices of beef and
veal by 3.26 percent, pork by 2.81 percent and poultry by 2.97 percent.

Fruits increased by 2.85 percent because of the increase in prices of fresh and chilled
fruits by 2.85 percent.

Alcoholic beverages increased by 2.77 percent due to increase in prices of beer by
4.11 percent.

Bread and cereals increased by 2.39 percent because of increase in prices of Rice by
1.75 percent, other cereals, flour & other cereal products by 5.06 percent, bread by
4.43 percent and other bakery products by 3.66 percent.

Sugar, jam, honey, chocolate and confectionary increased by 1.35 percent due to
increase in prices of jams, marmalades and honey by 6.97 percent and sugar by .87
percent.

Tobacco increased by 1.29 percent because of the increase in prices of tobacco itself
by 1.29 percent.

Fuels and lubricants increased by 1.13 percent due to increase in prices of fuels &
lubricants for personal transport equipments by 1.13 percent.

In other components, electricity, gas and other fuels increased by 1.07 percent,
narcotics by 1.03 percent, milk, cheese and eggs by 1.0 percent respectively.
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PERIOD-TO-PERIOD INFLATION RATE BY SUB-MAJOR COMPONENTS:

Inflation rate of vegetables marked an increase of 7.84 percent during this period as
compared to (-) 3.03 percent of the previous period. The increase in prices of Fresh or
chilled vegetables other than potatoes by 9.51 percent and fresh or chilled potatoes by
8.16 percent over the previous quarter attributed to the increase.

Alcoholic beverages increased by 4.12 percent from (-) 1.09 percent. This is due to
increase in prices of beer by 6.0 percent and sprits by 0.72 percent compared to the
previous period.

Fruits increased by 2.23 percent from (-) 9.84 percent due to increase in prices of fresh
and chilled fruits by 2.23 percent.

Sugar, jams and etc. increased by 2.07 percent as compared to (-) 1.23 percent of the
previous period. The increase is due to rise in prices of jams, marmalades and honey
by 3.39 percent and sugar by 1.96 percent.

Meat increased by 1.88 percent because of the increase in prices of lamb, mutton, goat
and chicken by 7.80 percent, poultry by 3.45 percent, pork by 1.42 percent and beef
and veal by 1.01 percent.

However, food products showed a decline in prices from 9.17 percent to (-) 6.15
percent this quarter. The drop is due to decrease in prices of dried chilies by 12.96
percent and other spices by 1.98 percent.

Personal care dropped from 4.25 percent to (-) 5.79 percent this quarter due to drop in
prices of personal care effects by 13.53 percent and personal care items by 1.90
percent.

Fish dropped from 0.66 percent to (-) 1.71 percent this quarter because of the drop in
prices of fresh, chilled or frozen fish and seafood by 3.05 percent.

In other categories, oils and fats increased by 1.40 percent, bread and cereals by .123
percent, non — alcoholic beverages by 0.37 percent, fuels and lubricants by 0.33
percent. However, narcotics dropped by (-) 0.51 percent, electricity, gas and other fuel
by (-) 0.42 percent.

Actual rentals for housing also dropped from (-) 0.41 to (-) 0.11 because of decline in
house rents in the other towns.



TABLE 1. CONSUMER PRICE INDEXES - FOOD AND NON FOOD COMPONENTS, BHUTAN JUNE 2000 TO 3rd Qtr.2004.

3rd Qir. 2003=100
2000 2001 2002 2003 2004

ITEM WEIGHT JUNE DEC. JUNE DEC JUNE DEC JUNE 3rdQfr. 4th Qir. 1st Qir. 2nd Qir. 3rd Qir.
INDEX
FOOD 3167 9534 958 9%.16 97.96 9837 9991 9978 10000 10140 101.86 101.07 10285
NON - FOOD 6833 8526 9003 9205 9440 9546 9699 9737 10000 10231 104.73 104.74 10534
TOTAL 100 9122 9347 9448 9651 9701 9870 9880 100.00 102.02 103.82 103.58 104.55
PERCENTAGE CHANGE YEAR ON YEAR
FOOD 3167 060 131 08 220 230 199 144 000 149 000 129 28
NON - FOOD 6833 88 960 79% 48 371 275 200 000 549 000 757 534
TOTAL 100 360 441 358 325 268 228 184 000 336 000 484 45
PERCENTAGE CHANGE PERIOD TO PERIOD
FOOD 3167 076 05 031 18 042 1.5 013 02 140 045 078 176
NON - FOOD 6833 281 574 263 243 1.2 122 039 270 231 237 001 057
TOTAL 100 189 247 108 215 052 175 009 12 202 176 028 0%
PURCHASING POWER OF NGULTRUM (PPN)

1.00 110 107 106 104 103 101 1.01 100 098 09 097 09



TABLE 2. CONSUMER PRICE INDEXES - MAJOR COMPONENTS, BHUTAN JUNE 2000 TO 3rd Qtr.2004.

2000 2001 2002 2003 2004

ITEM WEIGHT JUNE DEC. JUNE DEC JUNE DEC JUNE 3rdQtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr.
3rd Qtr. 2003=100
FOOD AND NON - ALCOHOLIC BEVERAGES 2944 9567 9597 9636 9805 98.61 100.16 10045 100.00 10142 10195 101.13 102.91
ALCOHOLIC BEVERAGES, TOBACCO & 223 9068 9419 9332 9669 9502 9640 9031 100.00 101.12 100.62 100.22 102.02
NARCOTICS
CLOTHING AND FOOTWEAR 1049 8614 91.09 9348 9575 9691 9809 9838 100.00 104.91 104.54 10348 10523
HOUSING, WATER, ELECTRICITY, GAS &
OTHER FUELS 2568 000 000 000 000 000 000 000 100.00 100.80 107.39 10743 107.29
FURNISHING, HOUSEHOLD EQUIPTMENT &
ROUTINE HOUSEHOLD MAINTENANCE 568 8460 8680 8680 9274 9120 9679 9749 100.00 103.35 104.15 103.59 103.56
HEALTH 294 90.08 86.67 8646 89.76 90.08 90.07 89.92 100.00 10040 102.30 100.26 101.43
TRANSPORT 706 000 000 000 000 000 000 0.00 100.00 107.04 10717 106.68 110.74
COMMUNICATION 410 000 000 000 000 000 000 0.00 100.00 100.63 100.82 100.10 98.25
RECREATION AND CULTURE 262 000 000 000 000 000 000 0.00 100.00 10444 99.57 103.12 103.97
EDUCATION 404 000 000 000 000 000 000 000 100.00 100.00 99.95 100.00 100.00
RESTAURANTS AND HOTELS 3.01 000 000 000 000 000 000 0.00 100.00 9935 99.34 101.09 106.60
MISCELLANEOUS GOODS & SERVICES 272 9530 9675 9653 9937 9871 9886 100.11 100.00 101.37 101.69 106.01 99.87
TOTAL 100.00 91.215 93473 94479 96.508 97.011 98.704 98.795 100.00 102.02 103.82 103.58 104.55

NOTE: From 2003 June and backwards, the HEALTH component is inclusive of Transport, Communication, Recreation & Culture, Education
Restaurants and hotels. Therefore the weights may be aggregated at 23.77, if Indexes needs to be backtracked.

9



TABLE 3. CONSUMER PRICE INDEXES - MAJOR COMPONENTS, BHUTAN JUNE 2000 TO 3rd Qtr.2004.

YEAR ON YEAR GROWTH RATE (%)
2000 2001 2002 2003 2004

ITEM WEIGHT JUNE DEC. JUNE DEC JUNE DEC JUNE 3rdQfr. 4th Qfr. 1st Qir. 2nd Qir. 3rd Qfr.
3rd Qitr. 2003=100
FOOD AND NON - ALCOHOLIC BEVERAGES 2044 034 11 072 216 234 215 187 000 126 000 068 291
ALCOHOLIC BEVERAGES, TOBACCO &
NARCOTICS 223 473 424 291 265 182 030 49 000 49 000 1098 202
CLOTHING AND FOOTWEAR 1049 844 871 852 512 367 245 152 000 695 000 518 523
HOUSING, WATER, ELECTRICITY, GAS &
OTHER FUELS 2568 000 000 OO0 OO0 00O 0OOO OO0 00O 000 000 000 729
FURNISHING, HOUSEHOLD EQUIPTMENT &
ROUTINE HOUSEHOLD MAINTENANCE 568 513 716 260 68 507 437 69 000 678 000 626 35
HEALTH 294 1286 49% 402 35 419 035 -018 000 1147 000 1150 143
TRANSPORT 706 000 000 000 000 000 OO0 000 000 000 000 000 1074
COMMUNICATION 410 000 000 000 OO0 000 000 000 00O 000 000 000 -175
RECREATION AND CULTURE 262 000 000 000 000 000 00O 00O 000 000 000 000 397
EDUCATION 404 000 000 000 000 000 000 00O 000 000 000 000 000
RESTAURANTS AND HOTELS 301 000 000 000 000 000 000 000 000 000 000 000 660
MISCELLANEOUS GOODS & SERVICES 272 203 238 129 271 226 052 141 000 25 000 000 -013
TOTAL 100.00 360 441 358 325 268 228 18 000 336 000 000 070
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TABLE 4. CONSUMER PRICE INDEXES - MAJOR COMPONENTS, BHUTAN JUNE 2000 TO 3rd Qtr.2004.

PERIOD TO PERIOD GROWTH RATE (%)

2000 2001 2002 2003 2004

ITEM WEIGHT JUNE DEC. JUNE DEC JUNE DEC JUNE 3rdQfr. 4th Qtr. 1st Qir. 2nd Qtr. 3rd Qir.

3rd Qir. 2003=100

FOOD AND NON - ALCOHOLIC BEVERAGES 2044 079 032 040 176 057 157 020 045 142 052 -080 176

ALCOHOLIC BEVERAGES, TOBACCO &
NARCOTICS 223 035 38 093 361 -173 145 632 1074 112 049 040 180

CLOTHING AND FOOTWEAR 1049 281 574 263 243 12 12 030 164 491 035 -1.01 1.69

HOUSING, WATER, ELECTRICITY, GAS &
OTHER FUELS 2568 000 000 000 O0OO 00O 0OO 000 OO0 08 654 004 -013

FURNISHING, HOUSEHOLD EQUIPTMENT &

ROUTINE HOUSEHOLD MAINTENANCE 568 444 260 000 68 -166 613 072 25 33 077 -05% 003

HEALTH 294 909 379 024 38 036 001 017 1121 040 189 19 117
TRANSPORT 706 000 000 00O 000 00O 000 00O 000 704 012 046 381
COMMUNICATION 410 000 000 000 000 000 000 000 OO0 063 019 071 -185
RECREATION AND CULTURE 262 000 000 000 000 OO0 000 OO0 000 444 466 357 082
EDUCATION 404 000 000 00O 000 00O 000 000 000 000 005 005 000
RESTAURANTS AND HOTELS 301 000 000 000 000 000 000 000 000 -065 -001 176 545
MISCELLANEOUS GOODS & SERVICES 272 08 152 02 294 Q067 014 126 -0.11 137 032 425 -579
TOTAL 10000 18 247 108 215 052 175 009 12 202 176 023 094
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TABLE 5. CONSUMER PRICE INDEXES - SUB - COMPONENTS, BHUTAN JUNE 2000 TO 3rd Qtr.2004.

TEM WEIGHT 2000 2001 2002 2003 2004

June Dec June Dec June Dec June  3rd Qir. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr.

FOOD 2769 9573 96.04 96.31 9803 9858 100.18 10047 100.00 10142 101.94 101.20 103.07
BREAD AND CEREALS (ND) 7.93 100.98 100.28 100.02 101.10 101.00 10243 10257 100.00 10228 101.34 101.15 102.39

MEAT 327 9197 9.9 9329 58 9710 9881 9994 100.00 100.92 101.05 101.03 102.93

FISH 103 000 000 000 000 000 000 000 10000 101.05 10146 102.13 100.38

MILK, CHEESE AND EGGS 516 9933 9965 9952 9891 9911 9913 9917 100.00 101.25 10042 100.58 101.00

OILS AND FATS 341 948 9438 9396 9525 9662 97.90 100.31 100.00 10245 101.70 101.63 103.05
FRUITS 135 10246 8861 101.51 8265 11568 9791 9367 100.00 100.78 111.59 100.61 102.85
VEGETABLES 412 7585 7905 7645 8440 8548 9343 9200 100.00 99.62 10307 99.95 107.79
SUGAR, JAM AND ETC. 056 9337 9538 9444 9371 9361 9758 9497 100.00 101.50 100.53 99.29 101.35

FOOD PRODUCTS n.e.c (ND) 087 9069 981 96.13 9980 9952 9952 100.17 100.00 10244 101.83 111.17 104.33

NON - ALCOHOLIC BEVERAGES 174 9374 9386 97.70 9859 937 9934 9991 100.00 101.39 10218 100.03 100.40
ALCOHOLIC BEVERAGES 122 8935 9087 9120 94.02 9185 9315 9315 100.00 100.00 99.79 9870 102.77
TOBACCO 033 9196 9738 9536 9924 9806 99.51 8758 100.00 104.17 101.22 103.14 101.29
NARCOTICS(ND) 069 000 000 000 000 000 000 000 10000 10166 101.82 101.55 101.03
CLOTHING 787 8614 91.09 9348 9575 9691 98.09 9838 100.00 105.02 104.64 10343 105.01
ACTUAL RENTALS FOR HOUSING 1877 000 000 000 000 000 000 000 100.00 101.05 110.12 109.67 109.55
ELECTRICITY, GAS AND OTHER FUELS 6.04 7006 80.08 8059 8165 8345 8375 90.23 100.00 100.11 99.84 101.50 101.07
FUELS AND LUBRICANTS 320 000 000 000 000 000 000 000 100.00 100.90 10148 100.80 101.13
EDUCATION 404 000 000 000 000 000 000 000 10000 100.00 99.95 100.00 100.00
PERSONAL CARE 272 000 000 000 000 000 000 000 10000 101.37 101.69 106.01 99.87
TOTAL 100.00 91.215 93473 94479 96.508 97.011 98.704 98795 100.00 102.02 103.82 103.58 104.55
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TABLE 6. CONSUMER PRICE INDEXES - SUB - COMPONENTS, BHUTAN JUNE 2000 TO 3rd Qtr.2004.

PERIOD TO PERIOD GROWTH RATE:

ITEM HT 2000 2001 2002 2003 2004

JUNE DEC JUNE DEC JUNE DEC JUNE 3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qir.

FOOD 2769 076 033 028 179 05 162 029 -047 142 051 073 1.85
BREAD AND CEREALS (ND) 793 101 -069 -026 107 -009 141 014 250 228 -092 -0.19 1.23

MEAT 327 593 110 257 138 267 176 114 006 092 013 -0.02 1.88

FISH 103 000 000 000 000 000 000 000 000 105 041 066 -1.71

MILK, CHEESE AND EGGS 516 005 032 -013 -061 0.21 002 003 084 125 08 016 042

OILS AND FATS 341 583 -050 -044 137 14 133 246 -0.31 245 073 -0.07 1.40

FRUITS 135 1248 -1352 1455 -1857 3096 -1536 433 676 078 1073 984 223
VEGETABLES 412 205 421 329 1040 128 930 -153 869 038 346 -303 784

SUGAR, JAM AND ETC. 056 004 216 -098 -078 -0.11 424 267 529 150 -09% -1.23 207

FOOD PRODUCTS n.e.c (ND) 087 263 455 139 381 -028 000 066 017 244 060 917 -6.15

NON - ALCOHOLIC BEVERAGES 174 174 013 409 091 079 004 057 009 139 078 -210 037
ALCOHOLIC BEVERAGES 122 074 170 036 310 -2.31 142 000 735 000 -021 -1.09 412
TOBACCO 033 000 59 -208 408 120 148 -11.99 1419 417 -2.83 190 -1.79
NARCOTICS(ND) 069 000 000 00O 000 000 000 000 000 166 016 -0.27 -0.51
CLOTHING 787 281 574 263 243 121 122 030 164 502 -036 -1.16 1.53
ACTUAL RENTALS FOR HOUSING 1877 000 000 000 OO0 000 000 00O 000 105 898 -041 -0.11
ELECTRICITY, GAS AND OTHER FUELS 6.04 1509 1430 064 132 221 634 167 1083 011 027 1.66  -042
FUELS AND LUBRICANTS 320 000 000 000 000 000 000 000 OO0 090 057 -067 033
EDUCATION 404 000 000 000 000 000 000 000 OO0 000 -005 005 000
PERSONAL CARE 272 000 000 000 000 000 000 000 000 137 032 425 -579
TOTAL 189 247 108 215 052 175 009 122 202 176 023 094
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TABLE 7. CONSUMER PRICE INDEXES - SUB - COMPONENTS, BHUTAN JUNE 2000 TO 3rd Qtr.2004.

YEAR ON YEAR GROWTH RATE:
ITEM WEIGHT 2000 2001 2002 2003 2004

June Dec June Dec June Dec June 3rdQir. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qfr.

FOOD 27.69 0.27 1.09 0.61 2.07 2.36 219 1.91 0.00 1.24 0.00 0.73 3.07
BREAD AND CEREALS (ND) 793 141 -169 0.9 0.81 0.98 1.32 1.55 000 -0.14 000 -1.38 2.39

MEAT 3.27 6.58 4.76 143 3.98 4.09 448 293 0.00 213 0.00 1.09 2.93

FISH 1.03 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.38

MILK, CHEESE AND EGGS 516 0.10 0.37 019 -074 041 0.23 0.05 0.00 213 0.00 142 1.00

OILS AND FATS 34 -1417 630 -0 0.92 2.83 2.79 3.82 0.00 4.64 0.00 1.32 3.05

FRUITS 1.35 933 272 093 672 1396 1846 -19.02 0.00 293 0.00 7.41 2.85
VEGETABLES 412 6.19 6.35 0.78 6.76 1181 10.70 7.63 0.00 6.63 0.00 8.64 7.79

SUGAR, JAM AND ETC. 0.56 0.95 2.20 116 -1.75 -0.88 413 1.46 0.00 4.02 0.00 4.4 1.35

FOOD PRODUCTS n.e.c (ND) 0.87 54 7.29 6.01 5.26 352 -0.28 0.66 0.00 2.HA 0.00 10.98 4.33

NON - ALCOHOLIC BEVERAGES 1.74 2.34 1.87 4.22 504 1.71 0.76 0.54 0.00 2.07 0.00 0.12 0.40
ALCOHOLIC BEVERAGES 1.22 0.74 245 2.07 347 072 -0.92 142 0.00 7.35 0.00 5.96 277
TOBACCO 0.33 8.74 5.90 3.70 1.91 2.83 0.26 -10.69 0.00 4.69 0.00 17.77 1.29
NARCOTICS(ND) 0.69 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.03
CLOTHING 7.87 8.44 8.71 8.52 512 3.67 245 1.52 0.00 7.06 0.00 5.13 5.01
ACTUAL RENTALS FOR HOUSING 18.77 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 9.55
ELECTRICITY, GAS AND OTHER FUELS 6.04 1588 3155 15.03 1.97 3.56 8.69 8.12 0.00 1280 0.00 1249 1.07
FUELS AND LUBRICANTS 3.20 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.13
EDUCATION 4.04 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
PERSONAL CARE 272 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 000 -0.13
TOTAL 100 3.60 4.41 3.58 3.25 2.68 2.28 1.84 0.00 3.36 0.00 4.84 4.55
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GRAPH 1. CHANGE IN INDEX POINTS.
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GRAPH 2. YEAR ON YEAR GROWTH RATE.
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GRAPH 3. PERIOD TO PERIOD GROWTH RATE.
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TECHNICAL NOTES

AN OVERVIEW.

The Consumer Price Index (CPI) is a single number used to measure changes in the
average retail prices of a market basket or collection of goods and services commonly
purchased by an average household in Bhutan. It shows how much, on the average, prices
of goods and services have increased or decreased from a particular reference period
known as base year. It has been produced in June and December each year since 1979.
With the re-basing of base year from 1979 to 2003, henceforth the bulletin will be
published on quarterly basis.

The CPI plays an important role in national policy making, both in the economic and in
the social sphere. It is used for a wide variety of purposes. The CPI is the best and most
widely used measure of the rate of inflation. It is the indicator of the performance of the
economy and a basis for redirecting monetary and fiscal policies in a country. A popular
function is the use of CPI for indexation of wages and social security allowances (the
adjustment of workers’ income in the form of wages and salaries, or as social security
benefits (e.g. pensions)). Besides these, CPI is used as a deflator to express value series in
real terms, that is, measuring the change in actual volume of transaction by removing the
effects of price changes.

BACKGROUND

The National Statistical Bureau (NSB) CPI dates back to 1979. Two price index were
prodeuced and these are:

1. The main CPI for Bhutan.

This series was based on price collection undertaken in 17 towns throughout
Bhutan in June and December each year since June 1979. The Price Indexes were
calculated by first obtaining the average prices for each individual item across all
towns. These averages were determined as weighted averages based on the
estimated population of each town. These national average prices were then
weighted together to form price indexes at the group level. Item weights were based
on the importance of each item in the spending patterns of the population. Finally,
indexes at the group level were weighted together to form total indexes using the
weights that were likewise based on the importance of each group in the expenditure
of the population. The weights used were based on information given in a Survey of
Consumer Expenditure undertaken in 1979.
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2. The quarterly Food price index of Thimphu.

This was initiated in July 1987 originally as a monthly series. But has been compiled
as a quarterly series from the June quarter 1988. The index referred to the average
price during the quarter and was based on the collection of prices for a number of
food items from a selection of shops in Thimphu. Prices of fruits and vegetables were
collected once a month from the fruit and vegetable market.

REBASING THE CPL.

The CPI derives its usefulness in its representation of how much a typical market basket
behaves over a specific time period. When the basket of the reference year no longer
represents what is commonly purchased by household, the CPI becomes irrelevant and
would tend to give wrong market signals.

Bhutan’s CPI has 1979 as base year. Undoubtedly, substantial changes had taken place
since then — economically, socially and technologically. A number of new products had
likewise emerged. These factors contributed to the change in households’ tastes and
preferences thereby causing the fixed market basket of goods and services to become
outmoded. To capture such changes for a more meaningful price comparison, it was
necessary to re - base the CPI. This entailed the revision of or updating the base year, the
weights, the fixed market basket and the sample outlets.

BASE PERIOD.

The base period is the period, usually a year, at which the index number is set to 100 (but
it could be any number: 1,000 or 1 or anything else). 100 is usually selected since it
facilitates the calculation of percentage changes from the base to the current period.

The year 2003 was chosen as the base year since it was the year when the Bhutan Living
Standard Survey was conducted. The Household Income Expenditure Survey or Living
Standard Survey are the usual source of weights and the basis for drawing up the market
basket.

WEIGHTS.

The weights consider the relative importance of each index item in the total index. CPI
Weighting patterns, as well as the market basket, are typically constructed from data on
household expenditure or living standard surveys. The present CPI weights are derived
from the Bhutan Living Standard Survey (BLSS) 2003 of the National Statistical Bureau
(NSB). The survey gathered, among others, income and expenditure data, which included
the levels of consumption by item of expenditure up to the level necessary for the
generation of CPI weights.
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MARKET BASKET.

A market basket refers to a sample of goods and services that is used to represent all
goods and services bought. In constructing the market basket, items are first combined
into groups of similar commodities. The commodity groups selected for the CPI are:

Food and Non-Alcoholic Beverages.

Alcoholic Beverages, Tobacco and Narcotics.
Clothing and Footwear.

Housing, Water, Electricity, Gas and Other fuels.
Furnishing, Household equipment and Routine Household maintenance.
Health.

Transport.

Communication.

Recreation and Culture.

10. Education.

11. Restaurant and hotels.

12. Miscellaneous goods and services.

WRXH_ANR W=

SAMPLE OUTLETS.

These are establishments or retail outlets where prices of commodities/services are
collected or quoted. These include shops, footwear stores, tailoring shops, hotel bars,
hairdressers, etc. Outlets are selected according to set of criteria that takes into account
location, popularity of the establishment along the line of goods to be priced,
consistency and completeness of stock and permanency of the outlet.

PRICING PERIODS AND PROCEDURES.

The accuracy of any statistics depends upon the reliability of the basic information
collected. This is especially true for the CPI. While it is necessary to have reliable
weighting systems and compilation methods, collecting the basic price information in
an accurate and methodical fashion is equally important. Prices of all agricultural
items, as these are more volatile, are collected monthly during the first Saturday of the

month. Prices of all other items are gathered during the first week of the 20d month of
every quarter.

School fees and related charges are taken once a year, every beginning of the school
year and accounts for the annual fees. The entry is carried out all through the
succeeding quarters until the next school year.

CPI price collection is conducted by personal visit by our Statistical Officers in the
Dzongkhags.

20



SURVEY FORMS.

The survey forms of retail prices of commodities and services are as follows:

1. Form CPI 1 = Agricultural products.
2. Form CPI 2 = Fresh fish and meat.
3. Form CPI 3 = Processed food and non — alcoholic beverages.
4. Form CPI 4 = Alcoholic beverages, cigarettes and non- food.
5. Form CPI 5 = Fuel, electricity, transportation, communication & school fees.
6. Form CPI 6 = Monthly rentals.
INDEX CONSTRUCTION.

The average prices of a specification from results of the price surveys are gathered. This
is just the arithmetic mean (sum of all the prices taken divided by the number of
quotations).

The price relative is computed for each of the specifications. The price relative is the
simplest form of an index number. Price relative is current average price divided by base

year average price multiplied by 100.

Index are computed at 4-digit group level as the simple average of the price relative
belonging to that group.

The index for the 3-digit group is computed as the weighted average of the 4-digit
group indexes belonging to that group. Like wise for 2-digit and 1-digit group, the

similar formula is used.

The all item index is computed by getting the weighted average of the indexes of the
12 major group items.

The national index is the weighted average of all indexes of the 23 towns.

sk o ok ok ok ok kook sk stk sk sk sk skeskoskook
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CONSUMER PRICE INDEX
(2003=100)

4™ Qtr. 2004.
CONCEPT:

The Consumer Price Index (CPI) measures the changes over time in the price level of
consumer commodities and services generally purchased by households. The year — on
— year rate of change of the CPI is widely used as indicator-affecting consumers.

The current bulletin is based on our re-based price i.e. 3 Qtr. 2003. However, during
the 3™ Qtr. 2003 and 1% Qtr. 2004, year- on-year rate of change of the CPI cannot be
calculated. Comparisons cannot be made because there is no quarterly index produced
in the previous year.

The half yearly bulletins published in the previous years are considered as: 1* half as
2™ quarter and 2" half as 4™ quarter.

YEAR - ON - YEAR INFLATION RATE:

Year on Year Inflation rate in Bhutan went up by 3.91 percent. The up trend of the
inflation rate was primarily brought about by the 4.46 percent growth in the prices of
non — Food items and 2.73 percent growth in the prices of food items.

1. Similarly, inflation rate in capital town Thimphu grew by 6.89* percent
this quarter.

2. Inflation rate in Phuentsholing and other towns moved up by 6.01*
percent and 4.38* percent respectively.

PERIOD TO PERIOD (QUARTER-TO-QUARTER) INFLATION RATE:

Quarter-to-Quarter Inflation rose to 1.40 percent during this quarter compared to 0.94
percent of the previous quarter. The increase in prices of Non - food items by 1.45
percent as compared to 0.57 percent of the previous quarter attributed to the increase
in inflation. Prices of Food items also increased by 1.28 percent as compared to 1.76
percent of the previous quarter.

PURCHASING POWER OF NGULTRUM (PPN):

The PPN for the nation as measured by CPI is recorded at 94 Chheltrum as of 4™
quarter 2004. This indicates that 100 Ngultrum of 4™ quarter 2004 is worth only 94
Ngultrum of 3™ Quarter 2003.

(* Inflation rate in this case are calculated compared to the base year and not on year
or the period)



YEAR ON YEAR INFLATION RATE BY MAJOR COMPONENTS:

Inflation rate of restaurants and hotels jumped to 15.51 percent this quarter. The
increase in restaurants and hotels is mainly due to jump in prices of catering services
by 16.57 percent and accommodation services by 11.23 percent.

In addition, inflation rate for housing, water, electricity, gas and other fuels picked up
to 6.90 percent. The increase in actual rentals for housing by 9.7 percent, maintenance
and repair of dwellings by 5.09 percent and electricity, gas and other fuels by 2.48
percent attributed to the increase.

Health sector picked up to 5.95 percent. This is due to the increase in prices of
pharmaceutical products by 3.05 percent and other medical products by 8.96 percent.

Alcoholic beverages, tobacco and narcotics increased to 3.28 percent due to increase
in prices of alcoholic beverages by 2.98 percent, tobacco by 11.31 percent and
narcotics by 3.77 percent.

Food and non — alcoholic beverages increased to 2.69 percent because of the increase
in prices of food items by 4.24 percent and non — alcoholic beverages by 2.80 percent.

Miscellaneous goods and services increased by 2.66 percent due to increase in prices
of personal care items by 4.77 percent and personal care effects by 5.95 percent.

Clothing and footwear increased to 2.61 percent due to increase in prices of clothing
by 8.08 percent and footwear by 6.34 percent.

Furnishing, household equipment and routine household maintenance increased to
2.55 percent due to the increase in prices of furniture and furnishing by 5.15 percent,
household textiles (SD) by 4.56 percent, household appliances by 11.80 percent and
goods & services for routine household maintenance by 6.35 percent.

Transport sector increased by 2.46 percent due to increase in prices of operation of
personal transport equipment by 3.4 percent and transport services by 20.65 percent.

Recreation and culture increased by 0.74 percent due to increase in prices of
newspaper, books and stationary by 8.69 percent, other major durable for recreation
and culture by 4.21 percent and audio-visual, photographic & information processing
equipments by 5.15 percent.

Meanwhile, the communication sector showed a decrease by (-) 0.63 percent due to
drop in prices of telephone and tele-fax services.



PERIOD-TO-PERIOD INFLATION RATE BY MAJOR COMPONENTS:

Inflation rate of restaurants and hotels marked an increase of 7.65 percent this period
as compared to 5.45 percent of the previous period. This is due to increase in prices of
catering services by 9.54 percent and accommodation services by 4.00 percent.

Health sector increased by 4.87 percent because of the increase in prices of
Pharmaceutical products by 1.16 percent and other medical products by 7.80 percent.

Miscellaneous goods and services increased by 4.21 percent. The increase in prices of
personal care effects by 6.86 percent, personal care items by 5.32.

Alcoholic beverages, tobacco and narcotics increased by 2.37 percent from 1.80
percent. The increase in prices of alcoholic beverages by 0.2 percent, tobacco by 9.89
and narcotics by 2.71 attributed to the increase.

Furnishing, household equipments and routine household maintenance increased from
(-) 0.03 percent to 2.35 percent. The increase in prices of glassware, tableware and
household utensils by 4.21 percent, tools & equipments for house and garden by 6.96
and goods & services for routine household maintenance by 3.01 percent.

Clothing and footwear increased by 2.30 percent. The increase is due to price increase
in clothing by 2.92 percent and footwear by 0.42 percent.

Communication showed an increase of 1.78 percent from (-) 1.85 percent. This is
mainly due to rise in prices of telephone and telefax services by 1.88 percent.

Food and non — alcoholic beverages increased by 1.20 percent because of the increase
in prices of food by 1.14 percent and non — alcoholic beverages by 2.39 percent.

Recreation and culture also showed an increase by 1.19 percent over the previous
quarter. This is mainly due to increase in prices of audio-visual, photographic &
information processing equipments by 4.83 percent, major durables for outdoor and
indoor recreation by 4.24 percent and recreation and cultural services by 1.03 percent.

Housing, water, electricity, gas and other fuels also showed a slight increase of 0.44
percent from (-) 0.13 percent. The increase is due to rise in prices of maintenance of
repair of dwellings by 1.68 percent and electricity, gas and other fuels by 1.40 percent.

However, transport sector showed a decrease by (-) 0.97 percent from 3.81 percent in
the previous quarter. The decrease was mainly due to fall in price of transport services
by 5.76 percent over the previous quarter.



YEAR ON YEAR INFLATION RATE BY SUB-MAJOR COMPONENTS:

Inflation rate of actual rentals for housing jumped to 8.56 percent this quarter. This is
due to increase in actual and imputed rentals for housing by 9.70 percent, maintenance
and repair of dwelling by 5.09 percent and electricity, gas and other fuels by 2.48
percent.

In addition, inflation rate for fruits increased by 7.51 percent because of the increase in
prices of fresh and chilled fruits by 8.35 percent.

Tobacco increased by 6.85 percent because of the increase in prices of tobacco itself
by 11.31 percent.

Food products increased by 6.68 percent due to increase in prices of dried chilies by
19.32 percent, powdered chilies by 2.87 percent, Indian spices by 4.03 percent and
other spices by 5.35 percent.

Vegetables picked up to 6.54 percent. The increase in prices of fresh or chilled
vegetables other than potatoes by 6.75 percent and fresh or chilled potatoes by 7.94
percent attributed to the increase.

Alcoholic beverages increased by 2.98 percent due to increase in prices of beer by
3.25 percent and wine by 2.58 percent.

Meat showed an increase of 2.97 percent. This is due to increase in prices of beef and
veal by 4.65 percent, pork by 2.74 percent and poultry by 4.27 percent.

Clothing increased by 2.91 percent because of the increase in prices of clothing
materials, other articles of clothing by 2.46 percent, garments by 9.02 percent and
cleaning, repair and hire of clothing by 14.39 percent.

Personal care increased by 2.66 percent due to increase in prices of personal care
effects by 5.95 percent and personal care items by 4.77 percent.

Milk, cheese and eggs increased by 2.05 percent. The increase in prices of fresh milk
by 9.43 percent attributed to the rise.

Electricity, gas and other fuels increased by 2.37 percent because of the increase in
prices of gas and other fuels by 2.48 percent.

In other components, fuels and lubricants increased by 1.45 percent, narcotics by 2.08
percent, non-alcoholic beverages by 1.39, oils and fats by 1.59, fish and bread and
cereals by 0.96 percent respectively.



PERIOD-TO-PERIOD INFLATION RATE BY SUB-MAJOR COMPONENTS:

Inflation rate of tobacco marked an increase of 9.89 percent due to overall increase in
prices of tobacco products.

Fruits increased by 5.35 percent due to increase in prices of fresh and chilled fruits.

Food products showed an increase in prices from (-) 6.15 percent to 4.74 percent this
quarter. The rise is due to increase in prices of dried chilies by 6.43 percent and other
spices by 6.58 percent.

Personal care increased to 4.21 percent this quarter due to rise in prices of personal
care effects by 6.86 percent and personal care items by 5.32 percent.

Clothing showed an increase of 2.92 percent because of the increase in prices of
garments by 4.63 percent.

Narcotics increased by 2.71 percent due to rise in prices of pan leaves.

Non — alcoholic beverages increased by 2.39 percent due to increase in prices of
mineral waters, soft drinks, fruit & vegetable juices by 3.56 percent and coffee, tea
and cocoa by 0.86 percent.

Milk, cheese and eggs increased by 2.31 percent because of the increase in prices of
fresh milk by 8.52 percent and cheese and other cultured products by 2.83 percent.

Fish rose from (-) 1.71 percent to 1.63 percent this quarter because of the rise in prices
of fresh, chilled or frozen fish and seafood by 4.01 percent.

Electricity, gas and other fuels increased by 1.40 percent mainly because of the rise in
prices of gas and other fuels.

In other categories, fuels and lubricants increased by 1.22 percent, oils and fats by
1.00 percent, meat by 0.96 percent, bread and cereals by 0.85 percent, sugar, jam and
etc by 0.37 percent, alcoholic beverages by 0.20 percent and actual rentals for housing
by 0.14 percent respectively.

However, vegetables showed a decrease of (-) 1.53 percent during this period as
compared to 7.84 percent of the previous period. The decrease in prices of Fresh or
chilled vegetables other than potatoes by 2.39 percent attributed to the fall.



TABLE 1. CONSUMER PRICE INDEXES - FOOD AND NON FOOD COMPONENTS, BHUTAN DEC. 2000 TO 4th Qtr.2004.

3rd Qtr. 2003=100

ITEM 2000 2001 2002 2003 2004

DEC. JUNE DEC JUNE DEC JUNE 3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.
INDEX
FOOD 9586 96.16 9796 9837 9991 99.78 100.00 101.40 101.86 101.07 102.85 104.17
NON - FOOD 90.03 92.05 9440 9546 9699 97.37 100.00 102.31 104.73 104.74 105.34 106.87
TOTAL 93.47 9448 9651 97.01 9870 98.80 100.00 102.02 103.82 103.58 104.55 106.01
PERCENTAGE CHANGE YEAR ON YEAR
FOOD 1.31 0.86 2.20 2.30 1.99 1.44 0.00 1.49 0.00 1.29 2.85 273
NON - FOOD 9.60 7.96 4.85 3.7 2.75 2.00 0.00 5.49 0.00 7.57 5.34 4.46
TOTAL 4.41 3.58 3.25 2.68 2.28 1.84 0.00 3.36 0.00 4.84 4.55 3.91
PERCENTAGE CHANGE PERIOD TO PERIOD
FOOD 0.54 0.31 1.88 0.42 1.56 -0.13 0.22 1.40 045 -0.78 1.76 1.28
NON - FOOD 5.74 2.63 243 1.21 1.22 0.39 2.70 2.3 2.37 0.01 0.57 1.45
TOTAL 247 1.08 2.15 0.52 1.75 0.09 1.22 2.02 176 -0.23 0.94 1.40
PURCHASING POWER OF NGULTRUM (PPN)

1.07 1.06 1.04 1.03 1.01 1.01 1.00 0.98 0.96 0.97 0.96 0.94



TABLE 2. CONSUMER PRICE INDEXES - MAJOR COMPONENTS, BHUTAN DEC. 2000 TO 4th Qtr.2004.

ITEM 2000 2001 2002 2003 2004

DEC. JUNE DEC JUNE DEC JUNE 3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.
3rd Qtr. 2003=100
FOOD AND NON - ALCOHOLIC BEVERAGES 95,97 96.36__98.05 98.61 100.16 100.45 100.00 101.42 101.95 101.13 102.91 104.15
ALCOHOLIC BEVERAGES, TOBACCO & 9419 9332 96.69 95.02 96.40 90.31 100.00 101.12 100.62 100.22 102.02 104.44
NARCOTICS
CLOTHING AND FOOTWEAR 91.09 9348 9575 96.91 98.09 98.38 100.00 104.91 104.54 103.48 105.23 107.65
HOUSING, WATER, ELECTRICITY, GAS &
OTHER FUELS 0.00 0.00 0.00 0.00 0.00 0.00 100.00 100.80 107.39 107.43 107.29 107.76
FURNISHING, HOUSEHOLD EQUIPTMENT &
ROUTINE HOUSEHOLD MAINTENANCE 86.80 86.80 9274 9120 96.79 97.49 100.00 103.35 104.15 103.59 103.56 105.99
HEALTH 86.67 8646 89.76 90.08 90.07 89.92 100.00 100.40 102.30 100.26 101.43 106.37
TRANSPORT 0.00 0.00 0.00 0.00 0.00 0.00 100.00 107.04 107.17 106.68 110.74 109.67
COMMUNICATION 0.00 0.00 0.00 0.00 0.00 0.00 100.00 100.63 100.82 100.10  98.25 100.00
RECREATION AND CULTURE 0.00 0.00 0.00 0.00 0.00 0.00 100.00 104.44 99.57 103.12 103.97 105.21
EDUCATION 0.00 0.00 0.00 0.00 0.00 0.00 100.00 100.00 99.95 100.00 100.00 100.00
RESTAURANTS AND HOTELS 0.00 0.00 0.00 0.00 0.00 0.00 100.00 99.35 99.34 101.09 106.60 114.76
MISCELLANEOUS GOODS & SERVICES 96.75 96.53 99.37 98.71 98.86_100.11 100.00 101.37 101.69 106.01  99.87 104.07
TOTAL 93473 94.479 96.508 97.011 98.704 98.795 100.00 102.02 103.82 103.58 104.55 106.01

NOTE: From 2003 June and backwards, the HEALTH component is inclusive of Transport, Communication, Recreation & Culture, Education
Restaurants and hotels. Therefore the weights may be aggregated at 23.77, if Indexes needs to be backtracked.
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TABLE 3. CONSUMER PRICE INDEXES - MAJOR COMPONENTS, BHUTAN DEC. 2000 TO 4th Qtr.2004.

YEAR ON YEAR GROWTH RATE (%)

ITEM 2000 2001 2002 2003 2004

DEC. JUNE DEC JUNE DEC JUNE 3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.
3rd Qtr. 2003=100
FOOD AND NON - ALCOHOLIC BEVERAGES 1.11 0.72 2.16 2.34 2.15 1.87 0.00 1.26 0.00 0.68 2.91 2.69
ALCOHOLIC BEVERAGES, TOBACCO &
NARCOTICS 4.24 2.91 2.65 182 030 -4.96 0.00 4.90 0.00 10.98 2.02 3.28
CLOTHING AND FOOTWEAR 8.71 8.52 5.12 3.67 245 1.52 0.00 6.95 0.00 5.18 5.23 2.61
HOUSING, WATER, ELECTRICITY, GAS &
OTHER FUELS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 7.29 6.90
FURNISHING, HOUSEHOLD EQUIPTMENT &
ROUTINE HOUSEHOLD MAINTENANCE 7.16 2.60 6.85 5.07 4.37 6.90 0.00 6.78 0.00 6.26 3.56 2.55
HEALTH 496 -4.02 3.56 4.19 035 -0.18 0.00 1147 0.00 11.50 1.43 5.95
TRANSPORT 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 10.74 2.46
COMMUNICATION 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -1.75 -0.63
RECREATION AND CULTURE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 3.97 0.74
EDUCATION 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
RESTAURANTS AND HOTELS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 6.60  15.51
MISCELLANEOUS GOODS & SERVICES 2.38 1.29 2.71 226 -0.52 1.41 0.00 2.54 0.00 0.00 -0.13 2.66
TOTAL 4.41 3.58 3.25 2.68 2.28 1.84 0.00 3.36 0.00 0.00 4.55 3.91
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TABLE 4. CONSUMER PRICE INDEXES - MAJOR COMPONENTS, BHUTAN DEC. 2000 TO 4th Qtr.2004.

PERIOD TO PERIOD GROWTH RATE (%)

ITEM 2000 2001 2002 2003 2004

DEC. JUNE DEC JUNE DEC JUNE 3rdQtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.
3rd Qtr. 2003=100
FOOD AND NON - ALCOHOLIC BEVERAGES 0.32 0.40 1.76 0.57 1.57 029 -045 1.42 0.52  -0.80 1.76 1.20
ALCOHOLIC BEVERAGES, TOBACCO &
NARCOTICS 388 -0.93 361 -1.73 145 632 10.74 112 -049 -0.40 1.80 2.37
CLOTHING AND FOOTWEAR 5.74 2.63 243 1.21 1.22 0.30 1.64 491 035 -1.01 1.69 2.30
HOUSING, WATER, ELECTRICITY, GAS &
OTHER FUELS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.80 6.54 0.04 -0.13 0.44
FURNISHING, HOUSEHOLD EQUIPTMENT &
ROUTINE HOUSEHOLD MAINTENANCE 2.60 0.00 6.85 -1.66 6.13 0.72 2.57 3.35 077 -054 -0.03 2.35
HEALTH -3.79  -0.24 3.81 036 -0.01 -0.17 11.21 0.40 189 -1.99 1.17 4.87
TRANSPORT 0.00 0.00 0.00 0.00 0.00 0.00 0.00 7.04 0.12  -0.46 381 097
COMMUNICATION 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.63 019 -071  -1.85 1.78
RECREATION AND CULTURE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 444 -4.66 3.57 0.82 1.19
EDUCATION 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 _-0.05 0.05 0.00 0.00
RESTAURANTS AND HOTELS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -0.65 -0.01 1.76 5.45 7.65
MISCELLANEOUS GOODS & SERVICES 152  -0.22 294 -0.67 0.14 126 -0.11 1.37 0.32 425 579 4.21
TOTAL 2.47 1.08 2.15 0.52 1.75 0.09 1.22 2.02 1.76  -0.23 0.94 1.40
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TABLE 5. CONSUMER PRICE INDEXES - SUB - COMPONENTS, BHUTAN DEC. 2000 TO 4th Qtr.2004.

ITEM 2000 2001 2002 2003 2004

Dec June Dec June Dec June  3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.

FOOD 96.04 96.31 98.03 98.58 100.18 100.47 100.00 101.42 101.94 101.20 103.07 104.24
BREAD AND CEREALS (ND) 100.28 100.02 101.10 101.00 10243 10257 100.00 10228 101.34 101.15 102.39 103.26

MEAT 90.96 9329 9458 9710 9881 99.94 100.00 100.92 101.05 101.03 102.93 103.92

FISH 0.00 0.00 0.00 0.00 0.00 0.00 100.00 101.05 10146 102.13 100.38 102.02

MILK, CHEESE AND EGGS 99.65 9952 9891 99.11 9913 99.17 100.00 101.25 10042 100.58 101.00 103.33

OILS AND FATS 9438 9396 9525 96.62 97.90 100.31 100.00 10245 101.70 101.63 103.05 104.08

FRUITS 88.61 10151 8265 11568 9791 93.67 100.00 100.78 111.59 100.61 102.85 108.35
VEGETABLES 79.05 7645 8440 8548 9343 92.00 100.00 99.62 103.07 99.95 107.79 106.14

SUGAR, JAM AND ETC. 95.38 9444 9371 93.61 9758 94.97 100.00 101.50 100.53 99.29 101.35 101.73

FOOD PRODUCTS n.e.c (ND) 9481 9613 99.80 99.52 99.52 100.17 100.00 10244 101.83 111.17 104.33 109.28

NON - ALCOHOLIC BEVERAGES 93.86 97.70 9859 99.37 99.34 99.91 100.00 101.39 102.18 100.03 100.40 102.80
ALCOHOLIC BEVERAGES 90.87 9120 9402 91.85 9315 93.15 100.00 100.00 99.79 98.70 102.77 102.98
TOBACCO 97.38 9536 9924 98.06 9951 87.58 100.00 104.17 101.22 103.14 101.29 111.31
NARCOTICS(ND) 0.00 0.00 0.00 0.00 0.00 0.00 100.00 101.66 101.82 101.55 101.03 103.77
CLOTHING 91.09 9348 9575 9691 98.09 98.38 100.00 105.02 104.64 10343 105.01 108.08
ACTUAL RENTALS FOR HOUSING 0.00 0.00 0.00 0.00 0.00 0.00 100.00 101.05 110.12 109.67 109.55 109.70
ELECTRICITY, GAS AND OTHER FUELS 80.08 80.59 8165 8345 8875 90.23 100.00 100.11 99.84 101.50 101.07 102.48
FUELS AND LUBRICANTS 0.00 0.00 0.00 0.00 0.00 0.00 100.00 100.90 101.48 100.80 101.13 102.36
EDUCATION 0.00 0.00 0.00 0.00 0.00 0.00 100.00 100.00 99.95 100.00 100.00 100.00
PERSONAL CARE 0.00 0.00 0.00 0.00 0.00 0.00 100.00 101.37 101.69 106.01 99.87 104.07
TOTAL 93473 94479 96.508 97.011 98.704 98.795 100.00 102.02 103.82 103.58 104.55 106.01
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TABLE 6. CONSUMER PRICE INDEXES - SUB - COMPONENTS, BHUTAN DEC. 2000 TO 4th Qtr.2004.

PERIOD TO PERIOD GROWTH RATE:

ITEM 2000 2001 2002 2003 2004

Nov May Nov June Dec June  3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.

FOOD 0.33 0.28 1.79 0.56 1.62 029 -047 1.42 051 -0.73 1.85 1.14
BREAD AND CEREALS (ND) -0.69  -0.26 1.07  -0.09 1.41 0.14  -2.50 228 -0.92 -0.19 1.23 0.85

MEAT -1.10 2.57 1.38 2.67 1.76 1.14 0.06 0.92 0.13  -0.02 1.88 0.96

FISH 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.05 0.41 0.66 -1.71 1.63

MILK, CHEESE AND EGGS 032 -013 -0.61 0.21 0.02 0.03 0.84 125 -0.82 0.16 0.42 2.31

OILS AND FATS -0.50 -0.44 1.37 1.44 1.33 246  -0.31 245 -0.73 -0.07 1.40 1.00

FRUITS -13.52 1455 -1857 39.96 -15.36  -4.33 6.76 0.78 10.73  -9.84 2.23 5.35
VEGETABLES 421  -329 1040 1.28 9.30 -1.53 869 -0.38 346  -3.03 7.84 -1.53

SUGAR, JAM AND ETC. 216 -098 -0.78 -0.11 4.24  -2.67 5.29 1.50 -0.96 -1.23 2.07 0.37

FOOD PRODUCTS n.e.c (ND) 4.55 1.39 381 -0.28 0.00 0.66 -0.17 244  -0.60 9.17 -6.15 4.74

NON - ALCOHOLIC BEVERAGES 0.13 4.09 0.91 0.79 -0.04 0.57 0.09 1.39 0.78 -2.10 0.37 2.39
ALCOHOLIC BEVERAGES (including narcotics _ 1.70 0.36 310 -2.31 1.42 0.00 7.35 0.00 -021 -1.09 4.12 0.20
TOBACCO 590 -2.08 4.08 -1.20 148 -11.99 14.19 417  -2.83 1.90 -1.79 9.89
NARCOTICS(ND) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.66 0.16  -0.27  -0.51 2.71
CLOTHING 5.74 2.63 243 1.21 1.22 0.30 1.64 502 -0.36 -1.16 1.53 2.92
ACTUAL RENTALS FOR HOUSING 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.05 8.98 -0.41 -0.11 0.14
ELECTRICITY, GAS AND OTHER FUELS 14.30 0.64 1.32 2.21 6.34 1.67 10.83 011 -0.27 166  -0.42 1.40
FUELS AND LUBRICANTS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.90 0.57 -0.67 0.33 1.22
EDUCATION 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -0.05 0.05 0.00 0.00
PERSONAL CARE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.37 0.32 4.25 -5.79 4.21
TOTAL 247 1.08 2.15 0.52 1.75 0.09 1.22 2.02 1.76  -0.23 0.94 1.40
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TABLE 7. CONSUMER PRICE INDEXES - SUB - COMPONENTS, BHUTAN DEC. 2000 TO 4th Qtr.2004.

YEAR ON YEAR GROWTH RATE:
ITEM 2000 2001 2002 2003 2004

Dec June Dec June Dec June  3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.

FOOD 1.09 0.61 2.07 2.36 2.19 1.91 0.00 1.24 0.00 0.73 3.07 2.78
BREAD AND CEREALS (ND) -1.69 -0.95 0.81 0.98 1.32 1.55 0.00 -0.14 0.00 -1.38 2.39 0.96

MEAT 4.76 1.43 3.98 4.09 4.48 2.93 0.00 2.13 0.00 1.09 2.93 2.97

FISH 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.38 0.96

MILK, CHEESE AND EGGS 0.37 019 -074 -0.41 0.23 0.05 0.00 2.13 0.00 1.42 1.00 2.05

OILS AND FATS -6.30 -0.94 0.92 2.83 2.79 3.82 0.00 4.64 0.00 1.32 3.05 1.59

FRUITS 272 093 672 13.96 18.46 -19.02 0.00 2.93 0.00 7.41 2.85 7.51
VEGETABLES 6.35 0.78 6.76 11.81 10.70 7.63 0.00 6.63 0.00 8.64 7.79 6.54

SUGAR, JAM AND ETC. 2.20 1.16 -1.75 -0.88 4.13 1.46 0.00 4.02 0.00 4.54 1.35 0.23

FOOD PRODUCTS n.e.c (ND) 7.29 6.01 5.26 352 -0.28 0.66 0.00 2.94 0.00 10.98 4.33 6.68

NON - ALCOHOLIC BEVERAGES 1.87 4.22 5.04 1.71 0.76 0.54 0.00 2.07 0.00 0.12 0.40 1.39
ALCOHOLIC BEVERAGES 2.45 2.07 3.47 072 092 1.42 0.00 7.35 0.00 5.96 2.77 2.98
TOBACCO 5.90 3.70 1.91 2.83 0.26 -10.69 0.00 4.69 0.00 17.77 1.29 6.85
NARCOTICS(ND) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.03 2.08
CLOTHING 8.71 8.52 5.12 3.67 2.45 1.52 0.00 7.06 0.00 5.13 5.01 2.91
ACTUAL RENTALS FOR HOUSING 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 9.55 8.56
ELECTRICITY, GAS AND OTHER FUELS 31.55 15.03 1.97 3.56 8.69 8.12 0.00 12.80 0.00 12.49 1.07 2.37
FUELS AND LUBRICANTS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.13 1.45
EDUCATION 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
PERSONAL CARE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -0.13 2.66
TOTAL 4.41 3.58 3.25 2.68 2.28 1.84 0.00 3.36 0.00 4.84 4.55 3.91
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GRAPH 1. CHANGE IN INDEX POINTS.
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GRAPH 2. YEAR ON YEAR GROWTH RATE.

INDEX

YEAR ON YEAR GROWTH

2003

PERIOD

16




GRAPH 3. PERIOD TO PERIOD GROWTH RATE.
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TECHNICAL NOTES

AN OVERVIEW.

The Consumer Price Index (CPI) is a single number used to measure changes in the
average retail prices of a market basket or collection of goods and services commonly
purchased by an average household in Bhutan. It shows how much, on the average, prices
of goods and services have increased or decreased from a particular reference period
known as base year. It has been produced in June and December each year since 1979.
With the re-basing of base year from 1979 to 2003, henceforth the bulletin will be
published on quarterly basis.

The CPI plays an important role in national policy making, both in the economic and in
the social sphere. It is used for a wide variety of purposes. The CPI is the best and most
widely used measure of the rate of inflation. It is the indicator of the performance of the
economy and a basis for redirecting monetary and fiscal policies in a country. A popular
function is the use of CPI for indexation of wages and social security allowances (the
adjustment of workers’ income in the form of wages and salaries, or as social security
benefits (e.g. pensions)). Besides these, CPI is used as a deflator to express value series in
real terms, that is, measuring the change in actual volume of transaction by removing the
effects of price changes.

BACKGROUND

The National Statistical Bureau (NSB) CPI dates back to 1979. Two price index were
prodeuced and these are:

1. The main CPI for Bhutan.

This series was based on price collection undertaken in 17 towns throughout
Bhutan in June and December each year since June 1979. The Price Indexes were
calculated by first obtaining the average prices for each individual item across all
towns. These averages were determined as weighted averages based on the
estimated population of each town. These national average prices were then
weighted together to form price indexes at the group level. Item weights were based
on the importance of each item in the spending patterns of the population. Finally,
indexes at the group level were weighted together to form total indexes using the
weights that were likewise based on the importance of each group in the expenditure
of the population. The weights used were based on information given in a Survey of
Consumer Expenditure undertaken in 1979.
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2. The quarterly Food price index of Thimphu.

This was initiated in July 1987 originally as a monthly series. But has been compiled
as a quarterly series from the June quarter 1988. The index referred to the average
price during the quarter and was based on the collection of prices for a number of
food items from a selection of shops in Thimphu. Prices of fruits and vegetables were
collected once a month from the fruit and vegetable market.

REBASING THE CPI.

The CPI derives its usefulness in its representation of how much a typical market basket
behaves over a specific time period. When the basket of the reference year no longer
represents what is commonly purchased by household, the CPI becomes irrelevant and
would tend to give wrong market signals.

Bhutan’s CPI has 1979 as base year. Undoubtedly, substantial changes had taken place
since then — economically, socially and technologically. A number of new products had
likewise emerged. These factors contributed to the change in households’ tastes and
preferences thereby causing the fixed market basket of goods and services to become
outmoded. To capture such changes for a more meaningful price comparison, it was
necessary to re - base the CPI. This entailed the revision of or updating the base year, the
weights, the fixed market basket and the sample outlets.

BASE PERIOD.

The base period is the period, usually a year, at which the index number is set to 100 (but
it could be any number: 1,000 or 1 or anything else). 100 is usually selected since it
facilitates the calculation of percentage changes from the base to the current period.

The year 2003 was chosen as the base year since it was the year when the Bhutan Living
Standard Survey was conducted. The Household Income Expenditure Survey or Living
Standard Survey are the usual source of weights and the basis for drawing up the market
basket.

WEIGHTS.

The weights consider the relative importance of each index item in the total index. CPI
Weighting patterns, as well as the market basket, are typically constructed from data on
household expenditure or living standard surveys. The present CPI weights are derived
from the Bhutan Living Standard Survey (BLSS) 2003 of the National Statistical Bureau
(NSB). The survey gathered, among others, income and expenditure data, which included
the levels of consumption by item of expenditure up to the level necessary for the
generation of CPI weights.

19



MARKET BASKET.

A market basket refers to a sample of goods and services that is used to represent all
goods and services bought. In constructing the market basket, items are first combined
into groups of similar commodities. The commodity groups selected for the CPI are:

Food and Non-Alcoholic Beverages.

Alcoholic Beverages, Tobacco and Narcotics.
Clothing and Footwear.

Housing, Water, Electricity, Gas and Other fuels.
Furnishing, Household equipment and Routine Household maintenance.
Health.

Transport.

Communication.

Recreation and Culture.

10. Education.

11. Restaurant and hotels.

12. Miscellaneous goods and services.

WRXH_ANR W=

SAMPLE OUTLETS.

These are establishments or retail outlets where prices of commodities/services are
collected or quoted. These include shops, footwear stores, tailoring shops, hotel bars,
hairdressers, etc. Outlets are selected according to set of criteria that takes into account
location, popularity of the establishment along the line of goods to be priced,
consistency and completeness of stock and permanency of the outlet.

PRICING PERIODS AND PROCEDURES.

The accuracy of any statistics depends upon the reliability of the basic information
collected. This is especially true for the CPI. While it is necessary to have reliable
weighting systems and compilation methods, collecting the basic price information in
an accurate and methodical fashion is equally important. Prices of all agricultural
items, as these are more volatile, are collected monthly during the first Saturday of the

month. Prices of all other items are gathered during the first week of the 20d month of
every quarter.

School fees and related charges are taken once a year, every beginning of the school
year and accounts for the annual fees. The entry is carried out all through the
succeeding quarters until the next school year.

CPI price collection is conducted by personal visit by our Statistical Officers in the
Dzongkhags.
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SURVEY FORMS.

The survey forms of retail prices of commodities and services are as follows:

1. Form CPI 1 = Agricultural products.
2. Form CPI 2 = Fresh fish and meat.
3. Form CPI 3 = Processed food and non — alcoholic beverages.
4. Form CPI 4 = Alcoholic beverages, cigarettes and non- food.
5. Form CPI 5 = Fuel, electricity, transportation, communication & school fees.
6. Form CPI 6 = Monthly rentals.
INDEX CONSTRUCTION.

The average prices of a commodity from results of the price surveys are gathered. This is
just the arithmetic mean (sum of all the prices taken divided by the number of quotations).

The price relative is computed for each of the specifications. The price relative is the
simplest form of an index number. Price relative is current average price divided by base

year average price multiplied by 100.

Index are computed at 4-digit group level as the simple average of the price relative
belonging to that group.

The index for the 3-digit group is computed as the weighted average of the 4-digit
group indexes belonging to that group. Like wise for 2-digit and 1-digit group, the

similar formula is used.

The all item index is computed by getting the weighted average of the indexes of the
12 major group items.

The national index is the weighted average of all indexes of the 23 towns.
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