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Main Economic Activities of Cambodia
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In the period 1995-2002 (up to September),
investments into Cambodia’s garment industry worth
US$ 509.8 million have been approved by the Council
for the Development of Cambodia. Since 2000,
investments in this sector have gradually declined, from
US$ 81.5 million in 2000 to just US$ 26 million in
2001, and to US$ 16 million in 2002 (up to September).
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After declining in 1998, the total number of

international tourists arriving by flight has gradually
increased, from 223,358 tourists in 1998 to 463,406
tourists in 2001. In 2002 (up to October), 418,801
tourists arrived in Cambodia. Past trends indicate that
both Pochentong Airport and Siem Reap Airport will
receive an even greater number of international tourists.
Siem Reap Airport has experienced a jump of
international tourists, from just 10,423 persons in 1998
to 139,181 persons in 2002 (up to October).
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* Up to October 2002
Sources: Ministry of Interior and Ministry of Tourism
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From 1993 to 2002 (up to October), the Department of
Cadastre and Geography of the Municipality of Phnom
Penh approved 8,446 construction projects. Of this,
5,896 projects (70%) were for apartments, 1,676
projects (20%) for houses, and 874 (10%) for other
construction projects. In 1993, 1,340 construction
projects were approved, the largest number of projects
in one year. Since 2000, construction activities in
Phnom Penh have only changed marginally.

5Em (0%, ®2 oG

[se)
(o2}
(<))
—

1994
1995
1996
1997
1998
1999
2000
2001
2002*

* Up to November 2002
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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In November 2002, the price of second quality rice
remained unchanged at 900 riels/’kg. The price of
gasoline in Phnom Penh was stable at 2,200
riels/litre. In US currency, one litre of gasoline in
Phnom Penh was priced at 0.56 USS$, while it was
0.37 US$ in Thailand and just 0.18 USS$ in the US.
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Sources: National Institute of Statistics
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Between October and November 2002, consumer
prices in Phnom Penh remained essentially constant
with just a 0.04% decline. Compared to November
2001, however, consumer prices rose by 3.13%. The
main thrust was a jump in price of dried fish — a
33.44% increase. In the same period, food prices
increased by 2.07% and the prices for transportation
and communication rose by 2.39%.

613]

{

WS ESﬂﬁEm’ﬂS@%@n r Price Index
™ (July-December 2000 = 100)

3

]

&hs

102

96

94

92

90

Oct-01
Nov-01
Dec-01

Jan-02
Feb-02
Mar-02
Apr-02

May-02
Jun-02
Jul-02
Aug-02
Sep-02
Oct-02
Nov-02

e All Items

= = = Food Tr.&Com.

Source: National Institute of Statistics

OIS et Mie 5 Dook LN AR Bu ¢

inngans ansh mmogig M 8 'S ohey

SUVISH] M R 0 s HE &S 6 SHIWBIN

6hy %5 9.09 §/I3W MSAAEISISNNaN O 6 06D

gwiz s o oEmg _uy & Gasus =
16U i Y )

wERy  WeS Wy s mipg N

According to surveys conducted by CDRI in November
2002, construction workers earned an average income
of 3.38 US$ per day, the highest income per day
amongst vulnerable workers. Scavengers earned just an
average daily income of 1.01 USS$, the lowest income
per day. On average, garment workers have an income
of 2.56 USS$ per day, of which 0.53 US$ was spent for
food. The daily income of motor taxi drivers in Phnom
Penh was 3.06 USS$ on average.
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Exchange Rate and Monetary Developments
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The General weakness of the US dollar against major | 3825
currencies induced the fall in the exchange rate between | ss00
the US dollar and the Cambodian riel in November 2002. 3775.4‘—Market rates
In addition, the need to spend riel over the ‘Water | 45 \

Official rates }7

[ [ [
festival® period raised the value of the riel against the US 23§ zegg888388s 8y
dollar. In the market, one US dollar was priced at 3,942 362388 ¢ 228332802
riels, down from 3,961 riels in October 2002. The official
rate was 3,932 riels. Source: National Bank of Cambodia
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After a significant decline in October, the exchange rate 233 82
between the riel and the Thai baht steadied in November 25.0 78

2002, trading at the rate of 90.9 riels/baht. Compared to 33 % E g g % % g < % g %‘
November last year, the riel has depreciated by 1.8% SRS &Ez22 28058
against the baht. Against the Vietnamese dong, the riel Vietnamese dong (left scale)

managed a slim gain in November 2002, due to a slide of ====Thai baht (right scale)

the dong against the US dollar. 100 dongs were priced at

25.6 riels, down from 25.8 riels in October 2002. Source: National Bank of Cambodia
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Between October and November 2002, total liquidity | 1000 4
declined to 2,694.4 billion riels (US$ 684 million), down
from 2,750.6 billion riels (US$ 699 million) in October. 500 4
Past trends indicate a cyclical fall of total liquidity
between October and November. Both the riel-component
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fallen by 1.9% and 1.4%, respectively. However, the S EAOCZARES<SEESZ A0

share of riel in total liquidity has remained constant at
30% for years, with foreign currency deposits accounting
for the other 70 %.

Source: National Bank of Cambodia
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From 1995 to 2002 (up to September), Cambodia’s
exports of garment products totalled US$ 4,301 million.
Of this, the US market accounted for US$ 3,102 million
(72%), and other countries US$ 1,199 million (28%).
Since 1995, exports of garment products rose ]
constantly. For 2002, Cambodia is expected to export
garment products worth an estimated US$ 1,290
million. Meanwhile, there are concerns about the future | . Up to September 2002

of Cambodia’s garment industry if agreements on | Source: Ministry of Commerce
quotas expire in 2004.
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Past trends indicate that Cambodia has increased * [] ]
imports of cement each year. In 2001, Cambodia 200 i1
imported 738,200 tonnes of cement, compared to just 100 j:l: — — H
179,500 tonnes in 1995. In 2002 (up to October), the | | I 1N I
import of cement already reached 774,500 tonnes, 1995 1996 1997 1998 1999 2000 2001 2002

5% more than the year 2001. In contrast, Cambodia
imported less steel, just 50,600 tonnes in 2002 (up to | * Up to October 2002

October). Source: Customs and Excise Department
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From 1995 to 2002 (up to October), the import of 250 |
gasoline into Cambodia has generally declined, while at 200 |
the same time the number of imported cars and 150 |
motorcycles has constantly increased. In 2001, 100
Cambodia imported 120,600 tonnes of gasoline, 19.6% 50 |

lower than in 1995, according to the Customs and I
Excise Department. In 2002 (up to October), just 68,400 “
tonnes of gasoline were imported. The import of diesel %
has increased gradually each year, though imports

appear down in 2002. Up to October, 268,600 tonnes of | * Up to October 2002

diesel have been imported. Source: Customs and Excise Departemnt
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Sources and Uses of Foreign Assistance
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According to the Council for the Development of
Cambodia, Cambodia received grants worth USS$
3,384 million disbursed during 1992-2001. Of this,
47% was devoted to free-standing technical
cooperation, 25% to investment project assistance,
17% to food aid, emergency and relief assistance, 7%
to investment related technical cooperation, and 4%
to budgetary aid/balance of payments support.

. Grants by Type of Assistsnce 1992-2001
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From 1992 to 2001, Thailand transferred aid worth

US$ 13.4 million to Cambodia according to the

Council for the Development of Cambodia.

Thailand's aid has gradually declined to just US$ 0.4

million in 2001, compared to US$ 7.6 million in
1992. All of the aid in 2002 was devoted to social
development and health.
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During 1992 to 2001, international aid worth US$ 305.4
million, 7.4% of all aid, was used for agriculture,
forestry and fisheries, according to the Council for the
Development of Cambodia. In 2001, US$ 35.4 million
was provided to support this sector: US$ 24.4 million as
grants and US$ 11 as loans. Of this, the European
Union disbursed US$ 8 million (22%), the largest
portion.
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National Budget Operations
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In the period January to October 2002, Cambodia’s | 150 s
current budget operation exhibited a surplus of 321.4 |
billion riels, 15% lower than a year ago. Current
revenues collected in this period reached just 76% of 304
the target, while current expenditures implemented in 04
the same period accounted for 66% of the target. This 83 % %' g g g g 8; g9 % g
implies that current expenditures will be intensified at 32 RS2 EEEZF3
the end of the year. Source: Ministry of Economy and Finance
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Between January to October 2002, current revenues
worth 1,362 billion riels were collected, 10.5% more 50
than a year ago, though just 76% of the target. Of this,
633 billion riels were from domestic tax, 394 billion "
riels from non-tax, and 335 billion riels (the smallest 5 5 35 8 8 8 8 2 8 8 g g8 g
portion) from customs duties. That non-tax revenues g 8 : 2 5 32 % 8 3 2 2 2§53
just reached 73% of target (542 billion riels) was
attributed to a lack of revenue from forest exploitation | Source: Ministry of Economy and Finance
— just 22% of the target.
Mlesmn-g 1 boob Iemwss muig #ww oogoms g Current Budget Expenditure
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From January to October 2002, current expenditure | 54
reached 1,041 billion riels (66% of target), of which 336
billion riels were for social administration, 279 billion 1004
riels for defence and security, 226 billion riels for | 504
general administration, 111 billion riels for economic . .
administration, and 89 billion riels for miscellaneous Z =z 3 z @ 8 g g 8 g 8 g g
expense. While the spending on Public Health (78 g 8 ¢ 2 822 3 55 5 ZE 2 538
billion riels) was just 45.4% of the target (172 billion
riels), expenditure on the National Election Committee
o . -
exceeded the targe.t by 231%, according to the Ministry Source: Ministry of Economy and Finance
of Economy and Finance.
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Economic Activity of Selected E

conomic Partners of Cambodia
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Economic recovery in the US sped up in the third
quarter of 2002. GDP grew by 4.0%, better than
expected. Consumer spending accounted for the lion’s
share of this growth, according to ‘The Economist’.

GDP Growth in the US, Europe and Japan

(percentage change over the previous year)
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has curbed economic recovery in the Euro Area, just R
1.6% GDP growth in the third quarter. Japan’s GDP
0 H H EU and Japan figures, Estimated by CDRI
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significant increase in industrial production.
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In the third quarter of 2002, China's economic output
grew by 8.1% since one year ago. Growth has been

spurred by public spending and export increase since
China joined the WTO last December. Hong Kong
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enjoyed 3.3% growth of GDP despite a decline in g & ¢ & & &8 & 5 & &
industrial production. The pace of South Korea's s s s s s s s ===
economic growth has slowed to 5.8% in the third )
quarter, from 6.3% in the second quarter of 2002. g:friio?ﬁgiﬁﬂi S%?j;ziﬁgt CDRI
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Economic growth in Singapore slowed slightly to 3.7% | 3%
in the third quarter of 2002, from 3.9% in the second
quarter. In contrast, Malaysia's economic output has | % 1
picked up steam. GDP grew at its fastest pace (5.6%) in
21 months in the third quarter as companies sold more | g
computer chips and palm oil overseas, according to the 00Q2 00Q3 00Q4 O0IQI 01Q2 0IQ3 01Q4 02Q1 02Q2 0203
‘Herald Tribune’. Exports of electronics, palm oil and
other goods grew 14.1% in the third quarter from a year | gqurce: IMF and the Economist
ago. Thailand's GDP growth is expected to slow to
5.8% in the third quarter of 2002.
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Inflation rates in Selected Economic Partners of Cambodia
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After slowing in September, the inflation rate in the US
rose again, reaching 2% in October 2002, largely
because of more expensive oil and a jump in car prices,
according to ‘The Economist’. The Euro Area also
experienced higher inflation, 2.3% in October 2002,
while producer prices were 0.9% higher than a year ago.
In contrast, Japan continued to suffer deflation. In
October 2002, consumer prices were 0.9% lower than a
year ago.
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Sources: IMF and the Economist
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In October 2002, consumer prices in China were 0.8%
lower than a year ago, and in Hong Kong 3.6% lower
than a year ago. In South Korea, consumer price
inflation unexpectedly eased to 2.8%, compared to
3.1% in October 2001. This occurred despite a bubble
in domestic prices, 0.4% over September 2002,
according to the ‘Herald Tribune’. The main reason was
the strength of South Korean currency against the US
dollar in October.

Inflation_Rate in China, Hong Kong and South
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In October 2002, consumer prices in Singapore were
0.2% lower than a year ago, while consumer prices in
Malaysia continued to rise by an annual rate of 2.1%,
the same rate since June 2002. In Thailand, consumer
price inflation jumped by 1.4% (since one year
previously), compared to the pace in September of just
0.4%. The main reason lay in the significant
depreciation of the baht against the US dollar in
October.
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Exchange Rate in the World Markets

- - L European Euro and Japanese Yen Against
iRks wEIR Ag  MUSH RemNSM #) WHLWHRIWRIAR] e US Dollar
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< o & 9 ¥ Q L 135
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The coincidence of a dim US jobs report with an | (95 105
interest cut by the Fed weakened the US dollar against
: e " 0.90 100
major currencies  in November 2002. In addition, A
positive consumer data in France and better 23332 T LTI L 3
. . . . S 3 3 § 8 & & &% 532 ¥ & 38 3
manufacturing data in Germany lifted the Euro, trading CzA " kx =<3 5" a0z

at 1.00 Euro/US dollar. At the same time, the US dollar
was priced at 121.75 yen, down from 125.33 yen/ US
dollar in October.

== European euro (left scale)

Japanese yen (right scale)

Sources: IMF, FEER, AWJ and the Economist
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The Fed rate cut in November 2002 led many investors | 2% A 778
to look for higher yields in Asian economies, lifting 1,180 776
their currencies against the US dollar. While the US —South Korean won (left scale)

dollar remained unchanged against the Hong Kong | 1.140 flone fong dollar (right seale) b 7.74
dollar at 7.8 Hong Kong dollar/US dollar, its value slid oo s

against the South Korean won, trading at 1208 won/US
dollar, down from 1232 won/US dollar in October. The
South Korean won gained significantly as exporters
accelerated conversion of dollar earnings into won.
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Sources: IMF, FEER, AWJ and the Economist
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Concern about the US economy and optimism about the 174
Asian economic growth outlook made Asian corporate 40
bonds more attractive, and thus currencies stronger, in :Eﬁf‘;’a&‘éﬁ,ﬁﬁéﬁﬁn bt scale) L1 70
November 2002. The US dollar fell slightly against the 31 e
Singaporean dollar to 1.76 S$/US dollar, down from ” ‘ L66
1.78 S$/US dollar in October 2002. Against the Thai A A A
baht, the price of one US dollar declined to 43.37 baht, g 3z 9 E E % I 2 2 E 3% c@; I3
down from 43.58 in October 2002. Compared to Ao zAa~&E3F < 2" 2402
November last year, the US dollar has depreciated by
1.6% against the baht. Sources: IMF, FEER and the Economist
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Commodity Prices in the World Markets
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In November 2002, the price of soybean in the US rose ; /
sharply to 224.89 US$/tonne, from 211.26 US$/tonne in | 4, / 170
October 2002. Compared to a year ago, the price of
soybean climbed by 19%. However, analysts suggested
a fall in future soybean prices, as the USDA reported a | 130 ¥==—r=—r—r—v—r—v—7—v—1—7—7—+ 150
larger than usual crop of 2.6 billion bushels, and good 23S I 2L LTI o
crop weather conditions in Brazil, according to the Cze e <3 ST <0z
‘Associated Press’. The price of first quality rice in the '
Bangkok international market declined slightly to | Sources: IMF, FAO, FEER and IGC
189.25 US$/tonne.
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In November 2002, the price of palm oil in the | (., /
Malaysian international market rose significantly to //
405.06 USS$/tonne, from 360.72 US$/tonne in October. | °'° /e vber in Matasia (et scate) |
This is the highest level for many years. Compared to | 560 / Palm oil in Malaysia (right scale)
November last year, the price of palm oil soared by | si0 ‘ ‘ ‘ . ‘ ‘ — ‘ 210
25.3%. The price of rubber in the Malaysian 3§39 5§g§g8§gggggsgg
international market continued to decline for the second S 2482 &3 <2 2% 24838 2
consecutive month, to 820.72 US$/tonne. Sources: IMF, FAO and FEER
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Unexpectedly, prices of crude oil and gasoline have / A
fallen despite a cold snap. In November 2002, the price | 2! / ~____— 2
of crude oil in Dubai was at 23.55 USS$/barrel, down N A /
from 26.85 US$/barrel in October. The price of gasoline | 37 N—" 18
in the US declined to 18.25 cents/litre. The main reason /
for the fall in prices was an overproduction of crude oil, | 13 15
according to ‘CNN’. However, continuous tension \/_
between the US and Iraq, the ongoing strike in | !?¥—T—v—t—r—"—T—7 T+ —T1+0
Venezuela, and the call from Saudi Arabia for a cut in E I E‘ E R E 1
oil production triggered expectations of a price increase ~ - = = <7 “
in the future. Sources: IMF, EIA, IEA
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