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Global economic situation and the value of the Lao Kip
Inthavong Khodpanya, National Academy of Politics and Public Administration
Email: kissamath@yahoo.com

Abstract

This study focuses on the global economic
situation and the value of the Lao Kip, primarily
using secondary document research. It involves
gathering information from various sources,
particularly regarding the global economy and
the Lao Kip's valuation, followed by document
analysis. The research reveals that the Lao PDR
currently faces a domestic production shortfall
that fails to meet daily consumption needs,
necessitating imports from abroad. Additionally,
the supply of foreign currency in the banking
system is insufficient to satisfy societal demands.
The appreciation of the US dollar and the Thai
baht has further contributed to the depreciation of
the Kip against these currencies.

The Bank of the Lao PDR (BOL) addressed
the situation regarding foreign currencies,
exchange rates, inflation rates, and corrective
measures during the 9th Ordinary Session of the
8th National Assembly. Given the Kip's
depreciation against the dollar and baht and the
country's reliance on imports to meet
consumption needs, future import costs are
expected to be impacted. However, the current
depreciation of the exchange rate is not the
primary factor influencing price levels; rather, it
is the inflation rate in the Lao PDR.

In calculating the consumer price index (CPI),
255 out of 485 imported goods are affected by the
exchange rate depreciation, accounting for only
30.7% of the CPI's weight. In the first five months
of 2020, the inflation rate for the imported goods
index was 3.62%, while the domestic goods index
saw an inflation rate of 7.25%, resulting in an
overall inflation rate of 6.12%. This rate has
shown a consistent upward trend since late 2018,
with a significant spike in October 2019,
increasing from 3.92% in September to 5.34% in
October. The inflation rate continued to rise,
peaking at 6.94% in January 2020, up from
6.29% in December 20109.

The sharp increase in inflation is primarily
driven by rising prices in the food and non-
alcoholic beverage sector, attributed to increased
costs of meat, fish, and rice due to previous floods
and animal diseases, which have led to food

supply shortages amid high demand, particularly
during the Chinese-Vietnamese New Year.
Keywords: Global economic situation, Lao Kip
value, inflation.
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