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Main Economic Activities of Cambodia
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According to the Council for the Development of | 49 -
Cambodia, total investment in the industrial sector

amounted to US$ 89 million (93.6% of total investment) 20 1

in the third quarter of 2003. This is the largest amount in 0 - : : e

the past 10 quarters. Of this, local share accounted for g & & &8 & & é s‘:; c:1
US$ 72 million (81%). 5 5 8 8 5 5 &8 8 8
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Source: Council for the Development of Cambodia
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The total number of international arrivals at both Siem | 404
Reap and Phnom Penh International Airport continued to 204
fall to 97,763 persons in the third quarter of 2003, down 04
from 104,602 persons in the second quarter, according to 01Q4  02Q1 02Q2 0203 02Q4 03QL 03Q2  03Q3
Ministry of Tourism. Compared to the same quarter last
year, the number of international arrivals declined by

OSsiem Reap Airport

18.7%, reflecting perhaps apprehension surrounding the ®Phnom Penh Interational Airport

holding of the national election. Source: Ministry of Tourism
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In the third quarter of 2003, the value of construction
activities in Phnom Penh was US$ 31.47 million, 47%
less than the second quarter, according to the Department
of Cadastre and Geography of the Municipality of Phnom
Penh. This reflects a significant drop in all types of

tructi tivities. C d to th iod last 33 £ 55§ 8§ 8
cons mc 10n ac 1V1.l€S. ompare 9 € same perlo as 3 32 3 3 8 8 3 3 8 2
year, investment in the construction sector in Phnom B\ s B Apartment 0ot

. ansion artmen er
Penh declined by 49%. p

Source: Department of Cadastre and Geography of the Municipality of
Phnom Penh
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Prices and Interest Rates Developments
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The price of gasoline in Phnom Penh held steady at 2,400
riel/litre in November 2003, although gasoline prices in
the international market fell. In contrast, the price of
second quality rice jumped to 1,036 riel/’kg in November
2003, a 35 month high. Compared to the same month last
year, both gasoline and second quality rice rose by 15%

and 9%, respectively.
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Prices of Gasoline and Rice
in Phnom Penh

Gasoline (riel/litre, left scale)
—®—Rice, quality #2 (riel/kg, right scale)

Source: CDRI and National Institute of Statistics
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Compared to September 2003, consumer prices in
Phnom Penh rose slightly by 0.02% in October,
according to the National Institute of Statistics. The .
price of food rose by 0.06%. Transportation and 4
communication cost remained unchanged as the 9
gasoline price remained at the same level, since August 00

2003.
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Note: The latest data available is for October 2003.
Source: National Institute of Statistics
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After gradual decline during 1996-2002, Cambodia'
nominal lending interest rate rose to 18.6% in 2003, | 8 s
from 16.2% in 2002. The nominal lending rate in
Cambodia is higher than in Thailand and Vietnam | 4
although inflation rates in the three countries were at a

comparable level.

National Lending Interest Rate
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* Up to May 2003
Source: IMF

Cambodia Development Resource Institute — Page 2



Cambodia Economic Flash Report - December 2003

MY a
&2‘3%5‘36’35-5@3‘3%5@55%83%5@555%

Exchange Rate and Monetary Developments
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Since May 2003, the Cambodian riel has fluctuated
between 4,037 riel/dollar and 3,999 riel/dollar against the
US dollar. In November 2003, the riel gained its value for
the third consecutive month, trading at 3,999.2 riel/dollar.
Compared to the same period last year, however, the riel
depreciated by 1.45%.

(market and official rates)

Cambodian Riels per US Dollar

Marketrates ® = = Official rates

Source: National Bank of Cambodia and CDRI
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After losing its value against the Thai baht for the third
consecutive month, the riel strengthened by 0.7% to
100.2 riel/baht in November 2003, compared to 100.9
riel/baht in October 2003. During the same period, the
riel also continued to strengthen against the Vietnamese
dong to 24.7 riel/100 dong in November 2003, from
24.86 riel/100 dong in October 2003.

Vietnamese Dong

Cambodian Riels per Thai Baht and 100

Thai baht (right scale)

Source: CDRI and the Economist
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Vietnamese dong (left scale)
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In September 2003, total liquidity continued to rise to
3,006 billion riels for the second consecutive month, up
from 2,913 billion riels in August 2003. This was mainly
due to a 4.8% increase in foreign currency deposits to
2,043 billion riels (US$ 510 million) in September 2003.

Meanwhile, the riel component declined marginally by
0.09%.
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Note: The latest data available is for September 2003.
Source: National Bank of Cambodia
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In the third quarter of 2003, Cambodia imported US$ 129 100
million worth of goods from Thailand, and exported US$ 3

million to Thailand. Quarterly imports from Thailand 50 1
reached its highest value in the first quarter of 2003 (40 —
quarter high) with US$ 245 million, even though 0
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Cambodia-Thailand border was temporarily closed in late
January till mid-February 2003.

Source: The Bank of Thailand
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In September 2003, Cambodia imported 44,934 tonnes 30 P T
of cement, the smallest amount per month since =0
November 2001. At the same time, steel imports L3I 3T ILTLLIIER
increased to 4,722 tonnes, up from 2,663 tonnes in w o ze - s =< 355" <0

August 2003. In the year to September 2003, cement and Cement (left scale)
steel imports were 674,600 tonnes and 40,300 tonnes, i.e Steel (right scale)

7.2% and 10.5% less than in the same period last year, Note: The latest data available is for September 2003.
. Source: Customs and Excise Department
respectively.
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According to Customs and Excise Department, the 10
amount of diesel imports into Cambodia rose to 33,674 0 0
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tonnes in September 2003, up from 24,340 tonnes in 2233323333292
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August 2003. In contrast, gasoline imports declined to A0 2A8=2 &3 <3255 23

5,106 tonnes in September 2003, down from 5,165 = ==----. Diesel (left scale)
tonnes in August 2003. During January-September 2003,

diesel and gasoline imports amounted to 289,600 tonnes
and 73,700 tonnes, i.e. 14.8% and 17.8% more than the
same period last year.

Gasoline (right scale)

Note: The latest data available is for September 2003.
Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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In the period 2002-2004, investments planned in the Tourism
"Economic Sector" are US$ 104.8 million, 7.5% of the
total investment plan. Of this, on-going projects accounted
for US$ 65.6 million, while new projects for US$ 39.2
million. "Agriculture, forestry and fisheries" received US$
83.3 million, "manufacturing and trade" US$ 20.4 million,
and tourism US$ 1.1 million. Source: Council for the Development of Cambodia
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Investments funded by Japan during 2002-2004 is expected

to total US$ 118.3 million. Of this, US$ 104.5 million
(88.3%) is allocated for infrastructure development, US$ 6
million (5%) for social sector, US$ 0.7 million (0.6%) for
the economic sector and the remainder US$ 6 million for

"Others". This figure excludes all Japanese joint programs. | (.. Development of Cambodia
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The investment planned in the education sector for the 30
period 2002-2004 is worth US$ 190.7 million. Of this, US$ | 20
110.1 million and US$ 80.6 million are for capital 10
0

investment projects and technical assistance projects,
respectively. Cambodia's government and its external 2002 2003 2004
partners have already committed US$ 82.3 million
together. And the remainder of US$ 108.4 million is yet to @ )
be funded, according to the Council for the Development of Education

Cambodia. Source: Council for the Development of Cambodia
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In the third quarter (up to August) of 2003, Cambodia's 200 1 B Surplus/Deficit
current budget deficit widened to 29.7 billion riels.
During January- August 2003, current budget operations | -300
produced a surplus of 114 billion riels or 53% of the |

target. In the same period last year, current surplus 5 &8 3 g 88 &g 9 b
reached 120% of the target, according to the Ministry of S s = = === == =23
Economy and Finance.
* Up to August 2003
Source: Ministry of Economy and Finance
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According to the Ministry of Economy and Finance,

current budget revenue in the third quarter of 2003 (up to 20%

August) was 272 billion riels. Of this, tax revenue

accounted for 68.4% while non-tax revenue for 31.5%. 0%

The proportion of tax revenue in the current budget is 5 ¢ & & 3 8 8 3 3 9 5

around 61% on average since the first quarter of 1995. s s s = = = = = = =3
BTax revenue DONon-tax revenue

* Up to August 2003
Source: Ministry of Economy and Finance
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In the third quarter (up to August) of 2003, current budget | 200
expenditures on civil administration reached 298 billion
riels. Of this, expenditures on central civil administration | 1001
and provincial administration amounted to 226.4 billion
riels and 71.8 billion riels, respectively. During January- 0-
August 2003, current budget expenditures on civil
administration rose by 127%, compared to the same
period last year.

01Q1
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01Q3
01Q4
02Q1
02Q2
02Q3
0204
03Q1
03Q2
03Q3*

* Up to August 2003
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia

HOBRYNNUIAENYSIAS m.Go 18iisnm boom uMGh
Wina 9.meigliadiim 1 islinuthutwm SWanyaupnng
US MSBwEsHeio.d% 1 silnnyaunnnyisifusi] ne
ifis 0.betsiizniniboom y 0.9% wijstifunisgitedn
®oom

2003 after a deep drop of 1.3% in August. At the same
time, US industrial output declined by 0.6%. Industrial
production in the Euro Area increased by 0.2% in
September 2003, just 0.1 percentage point faster than in
August 2003.

Japan's industrial production rose by 3.4% in September

Industrial Production in the US, Europe

and Japan
(percentage change over the previous year)
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In September 2003, South Korea's industrial output
jumped by 6.6% over a year earlier, from 1.5% in August.
According to "Channel News Asia", this was mainly due
to strong semiconductor and automobile exports. At the
same time, China's industrial production rose by 16.3%,
slower than the 17.1% growth in August.

Industrial Production in China and
South Korea

(percentage change over the previous year)
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Sources: The Economist
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Malaysia's industrial production grew by 9.7% in
September 2003, led by an increasing demand for
computer chips and other goods, according to the
Business Times. In spite of higher output from electronic
and chemical industries, Singapore's industrial production
growth decelerated to 6.3%, from 10.5% in August 2003.
Thailand's industrial production jumped by 10.5% in
September 2003, compared to September last year.

Industrial Production in Some ASEAN

Countries
(percentage change over the previous year)
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Sources: The Economist

Note: The latest data available is for September 2003.
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Inflation rates in Selected Economic Partners of Cambodia
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In September 2003, US consumer prices rose by 2.3% Japan
over the past 12 months. However, inflation rates remain | . . .
lower than in last year, Channel News Asia reported. /\ T~
Japanese consumer prices fell 0.2% in September 2003. Y
At the same time, the inflation rate in the Euro area rose
by 2.1%, i.e. at the same rate as in August. "
Sources: IMF and the Economist
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Consumer prices in China accelerated to 1.1% in | ** . N
September 2003, the fastest rate in the past 26 months. R Tl -
This reflects an increase in food prices of 3.2% over that | *” .
of a year ago, according to Reuters. Hong Kong's T T Tonefone Souh ores
deflation is likely to ease slightly in September 2003 due | "% o o & = =z = 5 5 = = = =

to a recovery in the tourism sector leading to a smaller F 8 2 & 53 35 k8 2 22 2 3%

fall in consumer prices. Inflation rate in South Korea was

3.3% in September 2003 Sources: IMF and the Economist
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In September 2003, Singapore consumer prices rose atan | |, - zalaysia

annual rate of 0.7%, despite a rising unemployment rate T

and weak retail sales. Consumer prices in Malaysia | _,, [ T 1

increased by 1.1% in September 2003, faster than in g 9 g g8 38 3 38 38 38 8 38 g 3

. . . . . o b1 = Q =1 o : = > =] = = f=5

August. The inflation rate in Thailand was 1.7% in 2 & 2 & 5 2 2 2§ 2 2 2 3

September 2003.

Sources: IMF and the Economist

Note: The latest data available is for September 2003.
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Exchange Rate in the World Markets
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In November 2003, the Japanese yen continued to
strengthen, falling to 109.08 yen/dollar, an appreciation
of 0.38% compared to October. The Japanese authorities
intervened to stem the yen's rise beyond 108, according to
some traders and analysts. The Euro remained unchanged
at 0.85 Euro/dollar in November 2003, the same rate as in
October 2003.

Euro and Japanese Yen Against the US

Sources: The Economist and the Fed
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After gaining in value for the second consecutive
month, the Hong Kong dollar weakened to 7.76 HK
dollar/US dollar in November 2003. The Hong Kong
dollar was traded above its pegged rate of 7.8 HK
dollar/US dollar for three months to November 2003.
The South Korean won continued to weaken to
1,180.98 won/US dollar in November 2003, a
depreciation of 1% compared to October.

South Korean Won and Hong Kong Dollar

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

Sources: The Economist and the Fed
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The Thai Baht weakened to 39.93 baht/US dollar in
November 2003, compared to 39.76 baht/US dollar in
October. The Singaporean dollar was traded at 1.72
S$/ US dollar in November 2003, almost unchanged
from the previous month. Compared to November last
year, both the Thai Baht and Singaporean dollar
appreciated against the US dollar by 1.7% and 7.9%,
respectively.

Thai Baht and Singaporean Dollar Against

Singaporean dollar (right scale)
Sources: The Economist and the Fed
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Commodity Prices in the World Markets

Prices of Rice and Soybeans
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In November 2003, the price of first quality rice in the
Bangkok international market fell by 0.86% to 194.3 170 |~ Rice in Bangkok (left scale) 170
US$/tonne from October. At the same time, the price of " = " Soybeans in USA (right scale)
soybeans also declined to 221.5 US$/tonne, a decrease of 150 — ‘ I S 150
1.55% compared to October. This was associated with a g9 3233333 ¢3z33zs
switch in China's recent purchases of soybeans from the Zs g EB & & § ERE %D g 8 E
US ‘to Brazil after the US government announced it will | " . .o up to 17th,November 2003.
set import quotas on some Chinese garments from next | Source: FEER
year.
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The price of rubber in the Malaysian international market | R [+
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continued to rise for the fourth consecutive month to

1,385 US$/tonne in November 2003-the highest level in | ™[] = - ‘Rubber in Malaysia (left scale) ||

the past 5 years. In November 2003, the palm oil price 810
increased to 462 USS$/tonne, up from 402.15 US$/tonne 740
in October. Compared to November last year, both rubber
and palm oil prices edged up by 68.7% and 14%,

~ Palm oil in Malaysia (right scale)
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respectively. Note: Data is up to 17th,November 2003.
Source: FEER
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The price of crude oil continued to rise for the second
consecutive month to 27 US$/barrel in November | I3 15
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(OPEC) for its own oil. Conversely, the price of . ]
gasoline in the US fell by 4.4% to 21.4 cents/litre in Crude Oil in Dubai-US$/barrel (left scale)

November 2003, down from 22.4 cents/litre in October |  ~ 7777 Gasoline in US Gulf Coast-cents/litre (right scale)
2003.

Note: Data is up to 14th,November 2003.
Sources: IMF, EIA and IEA
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