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Main Economic Activities of Cambodia
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Total private investment in Cambodia was US$ 108.5 80
million in the first quarter, 2003 compared to US$ 27.8 | ¢,
million in the same period last year (CDC data). The
increase was mainly due to more investment in the
service sector, which accounted for US$ 96.7 million
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in the.ﬁ.rst quarter of 2003, compared with only US$ & S 3 8 8 I 3
3.2 million a year ago. The bulk of the incremental = = 8 & & 8 &8
investment went to the ‘hotels sub-sector’, amounting B A griculture B [ dustries OServices

to US$ 77.8 million. The rest was invested in Energy
with US$ 4 million, Telecommunication with US$ 9.8 | Source: Council for the Development of Cambodia
million and Tourism with US$ 5 million.
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In April 2003, the number of visitors arriving on | g \
international flights at Pochentong Airport fell sharply, 5 ™ ——Pochentong Airport \
by 32% (19,145 persons in April compared to 28,280 ‘ Siem Reap‘AirPTrl |
persons in March) and by 65% at Siem Riep Airport, 0 T
(down to 6,736 persons from 19,145 persons over the 2T T LTI TS T I LS
. . [>T =} =3 = O Q o) O < O S o
same period). Compared to the same period last year, <55 " < ®»v 0z A" s 3 <

the decline in arrivals stand at 38 % for Pochentong
and 46 % for Siem Reap. The SARS illness is | Source: Ministry of Tourism and Ministry of Interior
considered to be the most important reason for the
decline.
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According to the Department of Cadastre and

Geography of the Municipality of Phnom Penh, 45
new projects were approved for construction in Phnom 0

20

Penh in May 2003, i.e. 30 projects less than that of the § % § %} % % % % % % % % %
same period last year. Of the 45 projects, 23 were for £22 23328223 %2
apartment construction, 12 for house construction and

10 for ‘others’. A drop in ‘the number of apartment WHouses  BApartments  DOthers
projects resulted in a decline in construction activities. Source: Department of Cadastre and Geography of the Municipality of

Phnom Penh
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Prices and Interest Rates Developments

Prices of Gasoline and Rice
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For the first time since November 2001, the price of | 999 a8 [ 850
gasoline in Phnom Penh bucked its trend, declining to
2350 riels/litre in May 2003 after stabilising in March 1,700 800
and April at its highest level (2550 riels/litre) in 3 ggg88gg8sgggssg
years. The price of second quality rice remained SES 24028223 <2
unchanged at 920 riels/kilogram for three consecutive e Gasoline (riel/litre, left scale)
months, ending in May 2003. ——Rice, quality # 2 (riel/kg, right scale)
Source: National Institute of Statistics
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Compared to April, consumer prices fell slightly by 94
0.3% in May 2003. The decline in consumer prices 92
was especially due to a decrease in transportation and 90
communication costs, which fell by 1.5% compared to g g g g g g g g g8 g gz
the previous month. According to the NIS, price of £ 2 2 2438 2 8 =5 2 2 £ &

food fell by 0.3% between April and May 2003.

All Ttems = = = Food Tr.&Com.

Source: National Institute of Statistics

Gold Price in Phnom Penh City
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In the first quarter of 2003, gold was traded at a 39.8 | , <

USS per chi in Phnom Penh, reaching its highest —=Gold Price

average level since the second quarter of 1999.| 30
Compared to the first quarter last year, there was an
increase of 15%. Gold has risen significantly since the
first quarter, 2001due to the weakness of the US dollar | 26
against the major currencies, including the Japanese
yen and the Euro.
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Source: CDRI and Ministry of Economy and Finance
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Exchange Rate and Monetary Developments
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In May 2003, the riel fell to its lowest level against the
US dollar since January 1993, at 4,022 riels/dollar -- 3850
this was a depreciation of 1.4 % vis-a-vis the dollar
over the previous month. The immediate cause seems 3800
to be related to an increasing supply of riels in the g 8 8 8 88 39888828 3
banking system, especially in 2002, leading the § 532535888558 2% 2% ‘§

National Bank of Cambodia to consider continuing
dollar auctions to stabilise the exchange rate.

Market rates Official rates

Source: National Bank of Cambodia
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In May 2003, the riel also lost value against both the 26 .
Thai baht and Vietnamese dong. The value of the Thai | 26 - 86
baht rose to 95.5 riels/baht, reaching its highest value

. . . 25 82
over the preceding 10-month period. The Vietnamese PP UL

. . . . S O O O O O O O o o o o o
dong also gained value against the riel, trading at 26 T E R
riels per 100 dong -- reaching its highest value since S5 T 200z s S <3

Vietnamese dong (left scale

December 2001. Compared to the preceding month, e T 2 i baht (right scale)

the riel depreciated by 3.4% against the baht and 1.4%

against the dong. Source: FEER
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After rising for the fifth consecutive month, total 10007 B Money and Time and Saving Deposit
liquidity declined to 2,969 billion riel in April 2003, | 50 - DForeign Currency Deposits

down from 3,004 billion riel in March. The decrease of

foreign currency deposits by 4% to 2,019 billion riel in o= A
April 2003, led to a drop in total liquidity. Meanwhile, P A A A G A G A S
the riel-component of total liquidity rose by 5% to 950 S EER23382 383223 =

billion riel in April 2003, from 903 billions riel in
March 2003.

Source: National Bank of Cambodia
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External Trade

~ . o e ~ e . Cambodia’s Exports by Regions
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According to the Customs and Excise Department,
Cambodia’s exports in the first quarter of 2003
amounted to US 331 million, 21% more than the same
quarter of 2002. Of this, the share of the US was the
largest (69.7%) followed by EU (19.8%), Asean
countries (3.7%) and others countries (6.5%).
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Source: Customs and Excise Department
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The value of steel imports into Cambodia in the first | ;4
quarter of 2003 amounted to 17,486 million riels, ’
compared to 26,491 million riels in the same quarter last 5000

year. Total custom duties on steel imports fell by 28% 0-

from 4,391million riels in the first quarter of 2002 to = i = f’r § § § § =
3,150 million riels in the first quarter of 2003. © o 0 o o O U oo
B yalue of imports Dtotal tax

Source: Customs and Excise Department

Gasoline Imports and Custom Duties
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According to the Customs and Excise Department, the 15,000
value of gasoline imported into Cambodia in the first 10,000
quarter 2003 amounted to 41,137 million riels, compared 5.000
to 19,051 million riels in the same quarter last year.
Custom duties on gasoline imports amounted to 44,173 5 5 &5 & & 8 &8 & 8
million riels, the highest level in 9 quarters. ¢ ¢ ¢ ¢ ¢ 9 G c <
®yalue of imports OTotal Tax

Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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According to the CDC, the government has set a target
of US$ 302 million for the high priority investment
between 2002 and 2004. The annual breakdown of this
figure is as follow: a total of US$ 5 million has already
been committed; the remaining US$ 297 million will
need to be mobilized from Official Development
Assistance. The high priority investment plans were
mainly in social, economic, infrastructure and cross-
sectoral programs.

THeYlue of High Priority Investment
Projects 2002-2004
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Source: Council for the Development of Cambodia
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The NGO funded component of the investment plan for
2002-2004, amounted to around US$ 3.7 million. Most
of the money went into re-education programmes for
former sex workers and reintegration of street people
into the mainstream community. This figure excludes all
NGO programmes funded from other sources.

Sints HHRT

Planned Investments by NGOs
2002-2004 (in million US dollars)
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Source: Council for the Development of Cambodia
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Planned investment in the tourism sector in 2002-2004 is
about US$ 1 million, broken down as follows: US$ 0.3
million in 2002, US$ 0.3 million in 2003 and US$
0.4million in 2004. All projects are new projects, such as
the plan to build the new Phnom Penh Exhibition and

Convention Centre. Neither the government nor the
partners have made any funding pledges.

Planned Investment on Tourism
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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According to the Ministry of Economy and Finance, | 100
Cambodia’s current budget operations in April 2003
showed a surplus of 20 billion riels. This mainly
reflected a drop in expenditure by 12% from the 0

50
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previous month. From January 2003 to April 2003, £ 2 5 3 9» 25 5 $ 5 8 § &

current budget was implemented with surplus of 22
billion riels, 121% more than in the same period last
year.

gt omeninames  icisen Current Budget Revenue

(in billion riels)

Source: Ministry of Economy and Finance
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The current budget revenue rose to 139 billion riels in
April 2003, from 137 billion riels in March 2003. Of %0
this, 68 billion riels were collected from domestic

10 H byl v
taxes, followed by non-tax with 36 billion riels, and ¢ g § € g g g8gggg SE g
. . . . . . Q
customs duties with 33 billion riels. During January- 2§22 283 %248 =232 <

April 2003, budget revenue reached 528 billion riels,
3.6% more than in the same period last year.

ONon-tax ODomestic tax W Customs duties

Source: Ministry of Economy and Finance
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The current budget expenditures decreased slightly FlDefence & Security

from 116 billion riels in March to 107 billion riels in ] 2/ General Administration
April 2003. This is due to a reduction in expenditures
on Defence and Security. During January-April 2003,
expenditure on Defence and Security amounted to 96
billion riels, on Social Administration to 92 billion
riels, on Economic Administration to 16 billion riels,
and on General Administration to 106 billion riels.
Compared to the same period last year, Social
Administration and General Administration rose by
24% and 70%, respectively. Whereas Economic
Administration and Defence and Security fell by 54%
and 20%, respectively. Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In the first quarter 2003, the US economy grew by
2.1% compared to the same period in 2002. Quarter on
quarter growth however was faster at 2.9%, between
the last quarter 2002 and first quarter 2003. The
slowdown in gross private domestic investment
decelerated the economic growth, according to the
Bureau of Economic Analysis. Similarly, Euro Area
and Japan experienced slower growth during the first
quarter of 2003, by 0.8% and 2.6%, respectively,
compared to a year ago.
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GDP Growth in US, Europe

and Japan
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Source: IMF and the Economist
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The Hong Kong and South Korean economies
experienced a slower growth rate of 4.5% and 3.7%,
respectively, in the first quarter of 2003, compared to
the preceding period. China’s economy grew by 9.9% -
- its highest rate in 6 years. Rapid increases in
industrial output, fixed asset investments and
expansion of foreign trade were associated with the
excellent performance of the Chinese economy.
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GDP Growth in China, Hong Kong and

South Korea
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Source: IMF and the Economist
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Thailand’s economy did well in the first quarter of
2003, growing by 6.7% -- mainly resulting from strong
private consumption trends, (which rose by 6.5% over
the same period), according to the Thailand National
Economic and Social Development Board. In contrast,
both Singapore and Malaysia faced a slower growth
rate to 1.6% and 4% in the first quarter of 2003,
compared to the first quarter last year.

GDP Growth in some ASEAN Countries

(percentage change over the previous year)
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Source: IMF and the Economist
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Inflation rates in Selected Economic Partners of Cambodia
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In April 2003, the inflation rate in the US fell to 2.2%
over the previous year from 3% in March 2003. This
was mainly due to a sharp drop of crude oil and
gasoline prices. For the same reason, inflation rates in
the Euro area slowed to 2.1% while Japanese consumer

prices rose by 0.1% -- the same rate as that of the
previous month.
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. Inflation Rate in the US, Europe and Japan
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Sources: IMF and the Economist
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The effect of SARS clearly manifested itself by April
2003 in China and Hong Kong. Chinese consumers
began to stockpile food in late April, causing consumer
prices to surge. Food prices rose by 3.2% while
vegetable prices jumped by 44%. Price effect of SARS
narrowed the price fall in Hong Kong, by 1.8% in
April, compared with 2.1% in March 2003. Consumer

prices in South Korea where no SARS were reported

rose by 3.7% in April 2003, slower than in March 2003
with 4.5%.
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Inflation Rate in China, Hong Kong and
moom South Korea
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Consumer prices in Malaysia rose by 1% in April
2003. According to Dow Jones News, the main reason
lay in a slightly higher price of clothing and footwear,
transport and communication; medical care costs, food,
beverages and tobacco. Inflation rate in Singapore
accelerated to 0.9% in April 2003. In contrast,
Thailand experienced a slower price increase in April
2003 by 1.6%, compared to the same month last year.
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Sources: IMF and the Economist
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Exchange Rate in the World Markets
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The US dollar continued to weaken against both the | 095 N 115
Japanese yen and the Euro in May, up to mid-June SN\
2003. It fell to a record low trading at 0.85 Euro/US | ** 7 \ 1o
dollar and at 118.2 yen/US dollar in mid-June. The | ¢35 105
yen gain appears to have been set off by speculation
that the Bank of Japan would intervene through yen | *% . . . o o o« o @ « o 0 oo oo 100

Sources: IMF, FEER, AW] and the Economist
South Korean Won and Hong Kong Dollar

Zm?@:e:eﬁ;ams‘@ 0.0% 0 99EGEVUSS 63 Against the US Dollar

fg) omaAman wiséie’ 1 MeR  sewdis T o Kegeen wor 8o
W (5] o 1,340 7.84
RECTHINCHO NARINIWER (05 155 WNRHUGE] ST B B I IR
- hd - 1,260 <h—an—m—mm——m——awae 7.30
ST 68 GBI Bloomberg News | 220 A\ /~\ 7 7%

s N \_ .
1,180 l \// 7.76
The South Korean won gained just 0.2% from 1,198 1,140 7.74
won/US dollar in May to 1,195 won/US dollar during 1.100 772

mid-June, 2003. The gains were limited, as South £€g§g85gg83333383
Korea’s central bank might have sold the won to keep 2EZaS 28283252

exports cheap, according to Bloomberg News. Hong
Kong dollar was traded at the pegged rate of 7.8 /US | Sources: IMF, FEER, AWJ and the Economist
dollar in May 2003.

. . e D e e Thai Baht and Singaporean Dollar Against
(RIMKRRY W12 BFRI BOOM {MAWSIVH  |® 9% 6% the US Dollar

siRosRsNsIERiosR 1 SeudcSiinms o0k | 4 186
9o/ ] o/ ne 274
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The Thai baht strengthened to 41.6 baht/US dollar in | 5 | ~

mid-June 2003. Compared to the previous month, the L [

Thai baht appreciated by 1%. A trade surplus of US$ | ¥

650 million in May and purchase of almost 2.7 billion % L 170

bath in mid-June by overseas investors, boosted

demand for the Thai currency. The Singapore dollar | 166

rose to 1.72 against the US dollar in mid-June 2003, 2388388338333

from 1.73/US dollar in May 2003. The gains were EZ2 2458 % 25883 & % 5

extremely limited by the intervention of the Singapore = Tha baht left i) — Singaporean dolar ight scale)

Central Bank.

Sources: IMF, FEER and the Economist
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Commodity Prices in the World Markets

Prices of Rice and Soybeans
ST SENOREISLRER ISR (TS (US8/tonne)
©ow s e wn 250 250
SR RO osugeni/ne iz aessin |oem Y
/s esfisisen 1 inasnsmsscusRsgonesss| 0
YA ) £y ~_ \/\
BG0.EEeI/Ees IR ERdie gesssy g5 © 3 brlwg | 2 L 210
o e
ENRIRWR 19 \\\ o~ ,/ ~1 .
After falling for the second consecutive month, the 70 ——Rice in Bangkok (left scale) 70
price of first quality rice in the Bangkok international Soybeans in USA (right scale)
market rose to 196 US$/tonne in May 2003 from 193.5
US$/tonne in April. The price of soybeans continued to 150N T 150
increase, rising to 240.5 US$/tonne in May 2003, 27% LT3 23333332 FLT
higher than in the same month last year. S 5" 240 248= a3 <2
Sources: IMF, FAO, FEER and IGC
inedEeNg® W T ddnsem/eeasssdie Prices of Rubber and Palm Oil
& 3] © G 9 o6 (US$/tonne)
88 B chrgesn/tea sdisgasn boom 4 &g 1060 450
o/ o] %0 —— /\
(S s aRoR R e EERR MEe 1 LoN RS o /7\ N
o . 850 A= — —]
SMae.c/eeeIR ez gfss 35S © 1 99% g BT gL/ 10
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In May 2003, the price of rubber in Malaysia 570
international market continued to fall from 997 500 210
US$/tonne in April to 925 US$/tonne in May 2003. 888888885 88888
. > 2 5 9 a8 2 8 £ 9 &8 5§ >
Compared to a year ago, however, the price of rubber $EE 23328222 <3
increased by 35%. Palm oil was traded at 369.4 —— Rubberin Malaysia (left scale)
US$/tonne in May 2003, 11% higher than in the same —— Paimol in Mhlaysia rightscale)
month last year.
Sources: IMF, FAO and FEER
\fgﬁﬁﬁm@’m&% W% &5 lE]G.lElgGat;li /59 sfiogasn Prices of Crude Oil and Gasoline
Boom T BmdERM/GS BRI MEGSIGER | 36 33
o)/ ° ] 2% 33 i 30
sENIERsEERReed Saudi Arabia GRIN¥ERSESS | 30 | 57
(T2 ] (1] 27 i.\
aemn 1 ijnvoskoydn  seisonwineRReckEs | 4 AV N "
e o 21 4 ” I
TS 0.1 s esesdisgasa boom 18 b 4 - 18
- . |15 - 15
The price of crude oil rose by 2% to 24.2 US§$/barrel in 12 12
May 2003, up from 23.6 US$/barrel in the previous N AN AN A A A M@ n oo
month. The increase was driven by supply uncertainty- i Cé z % O;L Z i 3 Cé z T3 o$,
L. K s . 8 3 2P 3 0 2 5 0 s 0 8 9z
suicide attacks- in the world’s largest oil producer and S, " Ln0zAa~xm3<S
exporter, Saudi Arabia in mid-May. The market also Crude Ol in Dubai-US$/barrel (left scale)
reacted nervously to fears of a cut in Saudi oil = = Gasoline in US Gulf Coast-cents/litre (right scale)
production and to low levels of inventory in the US. In
contrast, the price of gasoline declined for three | ¢ . civF EIA and IEA
consecutive months, trading at 20.7 cents/litre in May
2003.
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