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Main Economic Activities of Cambodia

igifimwsl  §oom CDC  wsHSHmAHNIS N
GA.M ANSEANIRHAMGAJRETANT U Bme futhi{ing
¥y mImngsssuANuERnMITSEnARTam;mI  mfiush
fo.gansaninuiie oFlboom tregs] 1 gigminglin
uignimmaApiidwman  Bdldwigpngin hndy

ob1% B #0% 11749m 4

In the second quarter of 2003, fixed assets approved by
the CDC amounted to US$ 48.3 million, falling by 53%
from the preceding quarter. The decline was mainly due
to a sharp drop in investment in the hotel sector (to nil),
from US$ 71.9 million in the first quarter of 2003. In
general, there has been no new investment approval for
the hotel sector in the second quarter of the year.
Investment approvals for the garment sector and "others"
increased by 62% and 56%, respectively, between the
first and second quarter of 2003.

Fixed Assets Approved* by CDC
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* Including expansion projects
Source: Council for the Development of Cambodia
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The total number of foreign visitors to Cambodia in the
second quarter of 2003, reached 67,639 persons, 67% less
than the preceding quarter. Of this, visitor arrivals by air
fell by 73%, and by land and boat by 53%. The drop in
the second quarter reflected the impact of the outbreak of
SARS. Since the SARS illness appears to be under
control, the tourism sector in Cambodia is expected to
recover by the end of the year.

Foreign Visitor Arrivals to Cambodia by

Air, Land and Boat

(thousand persons)
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In the second quarter of 2003, 166 projects were
approved for construction in Phnom Penh: 104 were for
apartments, 39 for houses, 23 for other construction
projects, according to the Department of Cadastre and
Geography of the Municipality of Phnom Penh.
Compared to the previous quarter, the total number of
construction projects fell by 5%, which resulted from a
combination of a drop of 21 projects for apartment and an
increase of 10 projects for house construction.
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Prices and Interest Rates Developments
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The price of gasoline in Phnom Penh continued to decline
to 2,300 riels/litre in June 2003, even though the world
market price began to increase. This is due to sharp
increases in gasoline price earlier, in March and April,
way above world prices (0.63US$/litre compared to
0.21US$/litre) and subsequent pressures to reduce this
discrepancy. The price of second quality rice remained
unchanged at 920 riels/kilogram for the fourth
consecutive month in June 2003.

Prices of Gasoline and Rice
in Phnom Penh
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In June 2003, Consumer prices in Phnom Penh continued
to fall by 0.1% over May, mainly due to a decrease of
transportation and communication costs by 0.8%, which
resulted from the drop in the price of gasoline.
According to the NIS, price of food fell by 0.09%
between May and June 2003. Compared to the period last
year, consumer prices in Phnom Penh rose by 1.6%.
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During 1995-2002, Cambodia’s nominal interest rates
on riel deposit declined gradually. The nominal deposit
interest rate fell to 2.5% in 2002 from 8.7% in 1995,
while real (deposit) interest rates fluctuated between
-6.8% and 8.1%. In 2002, real interest rate is expected
to fall to -1.0%. In general, maintaining a positive real
interest rate should be the first priority of interest rate
policy because it encourages domestic savings.

National Interest Rate on Riel Deposit

(1995-2002)

10

Si% _

6 ™~

4

2 //

0 Y Y / Y Y v v
2 /

* /

-6 \Y

8

1995 1996 1997 1998 1999 2000 2001 2002

Source: CDRI and IMF

——Nominal —Red

Cambodia Development Resource Institute — Page 2



Cambodia Economic Flash Report - August 2003
fg']S S50 5'51531%51‘911*1 8 egﬁ 61} 8§

Exchange Rate and Monetary Developments
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After reaching its 10 year-high level in June 2003, the

exchange rate between riel and dollar declined to 3,993 | 390

riels/dollar in July 2003. Compared to the previous

month, the riel appreciated by 1.1%. The reason of the | ;g5

appreciation should apparently lie in the increased § § 388 88338388 3 3
demand for riel during the election period. 32 882388888853

Market rates

*Up to 22 July (Source: CDRI)
Source: National Bank of Cambodia and CDRI
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In July 2003, the riel also strengthened against both the 26
Thai baht and Vietnamese dong. The Thai baht fell by 25 82
1.1% to 95.7 riels/baht, down from its highest value (96.8 aggagad SI L g gl g sajpsalyen
riels/baht) in 10-month period in June 2003. The B 955 235858283
Vietnamese dong also lost value by 1.2% against the riel T O zAn RIS ST
compared to June 2003, trading at 25.7 riels per 100 | = = = = = Vietnamese dong (left scale)
dong. Compared to the same month 1as§ year, the value Thai baht (right scale)
of riel against the Thai baht and Vietnamese dong
remalned unchanged. Source: CDRI's calculation
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In May 2003, total liquidity rose by 2.2% to 3,035 billion
riels, up from 2,969 billion riels in the preceding month. 1,000 BMoney and Time and Saving Deposit
The expansion in both the riel and foreign currency
deposits (by 1.1% to 960 billion riels and 2.7% to 2,074
billion riels, respectively) served to increase total
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Source: National Bank of Cambodia
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External Trade

kg boom sismisisegnbeiundnyfeds |  Exports of Main Agricultural Products
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Cambodia’s exports of main agricultural products in the
second quarter of 2003 (up to May) were valued at US$
4.85 million, 52% less compared to the first quarter. Of
this, exports of wood fell to US$ 0.87 million, down from OWood  DRubber  OFishing Product ~ MRice
US$ 2.83 million in the first quarter, export of fishing
products to US$ 0.49 million, down from US$ 5.94
million, and exports of rice to US$ 0.09 million, down | * Up to May 2003

from US$ 0.26 million. In contrast, the value of rubber | Source: Customs and Excise Department
exports increased to US$ 3.39 million, up from US$ 1.18
million in the first quarter of 2003.
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Cement imports over January- May 2003 amounted to 50 b } 10
434,901 tonnes, which is an increase of 8.8% over the | ) v ’
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same period last year. Conversely, imports of steel -7 Yok
declined by 8.9% to 22,866 tonnes, over the same 10 [ 0
period. £ 3333133353533 %18
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Source: Customs and Excise Department
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According to the Customs and Excise Department, gasoline
and diesel imports to Cambodia amounted to 48,100 tonnes
and 156,600 tonnes, respectively, during January-May
2003. Compared to the same period a year ago, the import 0 0
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Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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Of US$ 302 million of the high priority investment planned
for the period 2002-2004, 48% were for Infrastructure,
12% for Economic, 11% for Social and 29% for other
sectors, according to the CDC. Only 1.3% and 13% of
planned investments in Social and Economic sectors have
been received, respectively.

High Priority Investment by Sector
2002-2004

W Social
OEconomic
Oinfrastructure

Oothers

Source: Council for the Development of Cambodia
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According to the CDC, investments planned between 2002
and 2004 was US$ 1,388 million, of which capital
investment projects accounted for US$ 991.4 million
(70.7%) and technical assistance projects amounted to US$
406.9 million (29.3%).

Capital Investment & Technical Assistance
2002-2004 (percentage in million US dollars)

Bcapital
Investment
Projects
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Investment
Projects

Source: Council for the Development of Cambodia
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Planned investment in the health sector during 2002-2004
is about US$ 309.3 million. This accounts for 22.3% of the
total planned investment. Of US$ 309.3 million, the
Cambodian government and its external partners
committed US$ 112.3 million (36%) and US$ 78.8 million
(25%), respectively. The Cambodian government is
seeking US$ 117.5 million (38%) from Official
Development Assistance.

Planned Investment in Health Sector
2002-2004 (in million US dollars)
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Source: Council for the Development of Cambodia
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National Budget Operations
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From January to May 2003, Cambodia's current budget
operation produced a surplus of 174 billion riels. 100 9
Compared to the same period last year, the budget surplus
decreased by 27.5%, due to an increase in current
expenditures by 19%. 50 9
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Source: Ministry of Economy and Finance
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During the period January-May 2003, the current budget 90
revenue rose by 2.3% to 671 billion riels, up from 656 |
billion riels in the same period a year ago. It reflects 50 4
improved collection of domestic tax revenues, which rose

by 16%. In the same period, customs duties and non-tax 10
revenue fell by 13.7% and 6.7%, respectively compared
to a year ago.
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Source: Ministry of Economy and Finance
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Current budget expenditures rose by 19% to 496 billion
riels during January-May 2003, up from 416 billion riels

0 = T T T
during January-May 2002. Of this, expenditures on % % % % % % % % % % % 8: 8>
Defence and Security, Social Administration, General £3328528s85¢228
Administration and others rose by 4%, 21%, 39%, and . . -

66%, respectively. On the other hand, spending on EDefe”"e'&secf""ty . BSocial Administration
Economic Administration dropped by 23%. Economic Administration OGeneral Administration

Bothers

Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In May 2003, the major economies experienced a z = Ve - USA T
slowdown in their industrial production. Compared to the | -2% '\/ EU
same month last year, the industrial output in the US fell , —Japan
by 0.8%, mainly due to decline in construction activities A% I I B R R RO R
(by 3.6%). During the same period, industrial production 2 £ 3 » &35 £ $ 55 5 & B
in the Euro Area dropped by 1.3%, while industrial = = < »® o zas® =<3
production in Japan slowed to 1.6%, down from 3.6 % in | Source: IMF and the Economist
April 2003.
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Compared to May 2002, Chinese industrial production JTm AN 2N
grew by 13.7% in May 2003. However, it was slower " NN NN PN
than in April when the growth rate was 14.9%. Chinese ’ b / .
industrial production was directly affected by SARS, " o
which peaked in May, according to The StraitsTimes ‘N g o8 o8 o8 o8 o 3 omozomom
News. South Korean industrial production rose only § ERE H 5 3 5 85 35 5%
marginally by 1.9% in May 2003, just 0.1 percentage A
. . . Source: IMF and the Economist
point faster than in April 2003.
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Singapore's industrial production dropped by 9.5% in 0% i _ v
May 2003, compared to that a year ago. According to the | -5%1 o Malaysia )

. . . N
Singapore Economic Development Board, the impact of | o, iﬁfﬁ:ﬁ: \
SARS on manufacturing, especially, electronics, transport |
and general manufacturing industries, would lower | 3% T T T T T L a4 v e e e o

. ' . . 0 . S (=) S S (=] (=] (==} S (=) [=] [} S (=
Singapore's economic growth to just 0.3% in the second S Lz % &5 % L 5L 2 EE B
quarter of this year.  Thai and Malaysian industrial = = 7 <2 0 z A" & 3 <3
production rose by 12.8 % and 17.5%, respectively in
May 2003, compared to May 2002. Source: IMF and the Economist
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Inflation rates in Selected Economic Partners of Cambodia

- oe o . I . ) Inflation Rate in the US, Europe
CHENERIUTIIIISIIIHSMBIR HINFR ©.9% 18hiegausn and Japan
moom ffiss b.beisfisiuan 1 neinwisn ?ﬁ%ﬁmfﬁ@f{i (percentage change over the previous year)
% W
" s ° " -~ a 4%
ISINUSINALE 0.0% IHfUMES Y NUSSOHIBIERIIVISKANM ]
S w 9 =9 S ~» B) USA
isnwenines Sonmmnis  anuiitishandSsaite| " " TE
14 or LN o ia o J vj 27 = la < P T

SIREENT 1 SEEANMISINISE Wine 9.8% alextissen | VT~ -1 -
o/ Y &/ ° v

iEnniiseERInm Mo e HunSUEAINIMA 4 1%

The consumer price inflation rate in the US fell to 2.1% | 0% '
in May 2003 from 2.2% in April. At the same time, //\/
Japanese consumer prices were down by 0.2% from a | -1%
year earlier. Japan might pull out of deflation if the
Ministry of Finance and Bank of Japan keeps the yen | 2%
from strengthening against the dollar, according to
Nationalreview Online News. Inflation rate in the Euro
area slowed to 1.9%, close to European Central Bank's
inflation target of "less than but close to 2%".
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The South Korean inflation rate fell to 3.2% in May | )’ I
2003, from 3.7% in April. According to Bloomberg » I "r=r-t~b-r--
News, this was due to warmer weather, which boosted China = = = HongKong  ™====South Korea
vegetable production bringing down food costs. In | , L L
addition, the low oil price was also pressing inflation ¢ g g ¢ g g g g 3 g3 38
down. Inflation rate in China and Hong Kong also fell to = 2 5 228 2 &8 % & 2 2 2

0.7% and -2.5% in May 2003, respectively.
Sources: IMF, FEER, AWJ and the Economist
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In May 2003, inflation rates in Malaysia rose by 1%, o Malaysia
. . . . . . . - 0. - - - 1
similar to the preceding month, while the inflation rate in i;ns?p°;e
. . . . . atlan
Singapore fell to 0.1%. A decline in the price of housing, \
. . . . X
transportation and communication, and "miscellaneous" A’g R
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caused a drop in consumer prices in Singapore. In § 32 2858 :48 5385 5&

contrast, the Thai inflation rate moved up to 1.9% in May
2003, from 1.6% in April.

Sources: IMF and the Economist
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Exchange Rate in the World Markets
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After losing its value for the second consecutive month,
the US dollar strengthened to 0.88 Euro/dollar in July
2003. Compared to the preceding month, the US dollar
appreciated by 3.5%. This was a reaction to optimistic
comments from the Federal Reserve Chairman Alan
Greenspan on the US economy on July 15th. However,
the yen was traded at 118.2 Yen/dollar in July 2003, quite
similar to the preceding month with 118.3 Yen/dollar.
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The South Korean won continued to gain in value
against the US dollar. In July 2003, the South Korea
won was traded at 1,181.5 won/US dollar, down from
1,194.4 won/US dollar in June 2003- an appreciation
of 1.08%. Hong Kong dollar remained stable at the
pegged rate of 7.8 HK dollar/US dollar.

South Korean Won and Hong Kong Dollar

Against the US Dollar
1,380 7.86
1,340 7.84
1,300 7.82
1,260 7.80

\

1,220 /\\ /N 7.78

/ — / \

\ —
1,180 N 7.76
1,140 7.74
1,100 7.72
o o N o o o [sa) [sa) [sa) [sa] [sa} [sa) o

===South Korean won (left scale) —8—Hong Kong dollar (right scale)

Sources: The Economist and the Fed
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Although the Thai bath and Singapore dollar got
stronger after Greenspan's comments in mid-July, the
value of the Thai bath and Singapore dollar continued
to weaken, dropping to 41.69 baht/US dollar and 1.75
S$/US dollar, respectively in July 2003. Compared to
July of last year, the Thai baht depreciated by 1.66%,
while the Singapore dollar remained unchanged.
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Commodity Prices in the World Markets
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In June 2003, the price of first quality rice in the Bangkok
international market continued to rise to 203 US$/tonne,
up from 196US$/tonne in May. The climbing price of
soybeans was nearly unchanged, at 240.7 US$/tonne in

June 2003. Compared to a year ago, the price of rice rose
by 1.5%, and the price of soybean by 20.6%.

Prices of Rice and Soybeans
(US$/tonne)
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Sources: IMF, FAO, FEER and IGC
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The price of rubber in the Malaysian international market
rose to 1,005.5 US$/tonne in June 2003, after falling for
the second consecutive month. Compared to the
preceding month, the price of rubber increased by 8.7%.
Palm oil rose by 1.1% to 373.5 US$/tonne in June 2003,
up from 369.4 US$/tonne in May 2003.

Prices of Rubber and Palm Oil
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In June 2003, the price of crude oil continued to rise to
25.52 US$/barrel, up from 24.2 US$/barrel in the
previous month. The attacks on fuel pipelines in Iraq
and an accident, which affected fuel supplies in
Nigeria pushed the crude oil price up. The price of
gasoline increased by 5.3% to 21.8 cents/litre in June
2003, up from 20.7cents/litre in May.

Prices of Crude Oil and Gasoline
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Crude Oil in Dubai-US$/barrel (left scale)

™ Gasoline in US Gulf Coast-cents/litre (right scale)
Sources: IMF, EIA and IEA
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