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Main Economic Activities of Cambodia
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Private investment in agro-based industry fluctuated
sharply from year to year. This is particularly evident for
foreign investments. Foreign investment in 2002
registered the sharpest rise (US$35.5 million) while in
2001, this was nil. The years 1996 and 1999 also show
large investment flows. Domestic investment, on the
other hand, generally remained well below US$ 5 million
in any particular year, except in 1996.

Private Investment for Agro-Industry
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The number of international arrivals in the first quarter of
2003 fell slightly by 1.5% to 158,867 persons compared
to the fourth quarter of 2002, but rose by 8.9% compared
to the same period a year ago. Of 158,867 tourists, 69,007
persons arrived in Siem Reap, (6.3% more than fourth
quarter, 2002) and 89,860 persons arrived in Pochentong,
(falling by 6.7% over the fourth quarter, 2002).

Number of Arrivals by Int’l Flights

(in thousand persons)

OSiem Reap Airport
B Pochentong Airport

01Q3 01Q4 02Q1 02Q2 02Q3 02Q4 03Ql

Source: Ministry of Tourism and Ministry of Interior

$0EE © CDC BUIMNFRRSITHD ( 306 65 TPV

o

a5 BRes  INeS  YIRe ¢ 8l @j&i@@éé& feg  (inmillion US dollars)
J

98 guis | odd wg s Siguge
o ) o o G (1]
WeRRedeos IR 1M R e S8
Hend gemfess 1 gofwus I8 s
g Jesiglaocofe tpdd ey sesinods |

According to CDC, private investment for construction
(both foreign and domestic) shows little sign of
encouragement. Except in 1995 when private investment
to the tune of US$ 197 million was approved, subsequent
years leading up to 2002 reveal a rapid decline in volume.
It should be noted, however, that these figures do not
reflect those approved by the Municipality of Phnom
Penh (amounting to US$196 million in 2000 and US$
219.8 million in 2002).

Private Investment for Construction
Approved by CDC
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Between March and April 2003, the price of gasoline
remained unchanged at 2,500 riels/litre, although the
world market price began to decline since February. The
price of second quality rice was 950 riels/kg in April
(NIS). This is 6.6% higher than the corresponding period
last year.

griciess of Gasoline and Rice
in Phnom Penh
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Gasoline (riel/litre, left scale)
Rice, quality # 2 (riel/kg, right scale)
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In April 2003, consumer prices in Phnom Penh have
continued rising by 0.05% over March. In particular,
transportation and communication prices jumped by
1.78%, which was the highest increase over the preceding
12-month period. According to National Institute of
Statistics, food prices rose only slightly by 0.15%.

Consumer Price Index
(July-December 2000 = 100)
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According to surveys conducted by CDRI in February
2003, construction workers earned an average income
of 3.17 US$ per day, the highest income per day
among vulnerable workers. Scavengers earned just
US$ 0.98 per day, the lowest income. On average,
cyclo-drivers had an income of US$ 2.34. Excessive
dependence on the demand in Phnom Penh and high
seasonality are considered to be the main risks faced
by vulnerable workers.
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Exchange Rate and Monetary Developments
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In April 2003, The riel continued to depreciate against the
US dollar by 0.3%, reaching 3,965 riels/dollar, compared
to March 2003. This is the highest level since June 1998
when the exchange rate was 4,051 riles/dollar. The main
reason for a weaker riel relates to the forthcoming
election, lower confidence in the riel and a drop in
tourists, due to the SARS, resulting in reduced dollar-
earnings.

13 - 2 A ——
G.Cﬂ@fi/‘v‘g 518 emgﬁseesmsg G%?Eii s;;as@sj 39008

° o =Y
) G@Q?SGG’J 98529. ms@sﬁs & gssags L SHERE

g

Cambodian Riels per US Dollar
32 38 G&’J@ﬁ%s (market and official rates)

i 400%
3975

N

60

3925

"
|1

3875
>

3825

3800

3775

3750

Mar-02
Apr-02
May-02
Jun-02
Jul-02
Aug-02

Sep-02

Oct-02
Nov-02
Dec-02

Market rates

Source: National Bank of Cambodia

Jan-03

Official rates

Feb-03

Mar-03
Apr-03

selicsusns oo 3988 HES CCun RoygEREs @
sifeRoietn toom 1 iggtpsdginasainogs .
/900ee sonies ) tnde sijuRoiasen mys

-y 92 o 2 "o SN "
g grrled  ROY PHYPHLIREGOESOMN%B

In April 2003, the value of the Cambodian riel against the
Thai baht appreciated 0.4%, compared to March 2003. In
contrast, the Vietnamese dong remained unchanged at
25.6 riel per 100 dongs since November 2002. Compared
to April last year, however, the riel depreciated by 2.7%
against the bath, while it appreciated by 0.3% against the
dong.

Cambodian Riels per Thai Baht and 100
Vietnamese Dong

Source: FEER

Vietnamese dong (left scale)
e Thai baht (right scale)
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Total liquidity continued to increase steadily for the fifth
consecutive month since October 2002, rising to 3,004
billion riels in March 2003. The expansion of foreign
currency deposits by 1.3% to 2,100 billion riel in March
2003, has led to a large increase in total liquidity.
Meanwhile, the riel-component of total liquidity fell by
1.2%, from 914 billion riel in February to 903 billion riel
in March.
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Money Supply through the Banking System
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External Trade
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The value of garment exports in the first quarter of 2003
fell to US$ 294.2 million, 33% lower than the fourth
quarter of 2002. The export to the US declined by 27% to
219 million US dollars, and to other countries by 46% to 75
million US dollar. Compared to the same period last year,
however, garment exports rose in value by 27%, according
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Cambodia imported 3,402 tonnes of steel and 115,047
tonnes of cement in March 2003.  Steel imports 30 1 3
recovered after a sudden decline between December 10 0
2002 and February 2003. Consequently, steel imports 255955335999 ¢%¢%
reached 7,663 tonnes for the first quarter of 2003, 57% =2 <z 7 <2 0C za " =3

lower than a year ago. Compared to the same quarter last Cement (left scale)
year, the import of cement rose by 6% reaching 239,328 Steel (right scale)
tonnes in the first quarter of 2003.

Source: Customs and Excise Department
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In March 2003, imports of gasoline amounted to 18,700 / 15
tonnes and the imports of diesel amounted to 25,600 | /
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Sources and Uses of Foreign Assistance
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The total value of both on-going and new investment
projects over three years 2002-2004 is expected to be
around US$1,388 million. Of this, the Cambodian
government has committed US$ 148 million from its own
resources and some of Cambodia’s external partners have
already committed US$ 546 million. There is a financing
shortfall of US$ 694 million which the Royal Government
of Cambodia is seeking additional support for, from its

external development partners.

Planned Investments On-going and New
$ O Pograms, Projects 2002-2004
(in million US dollars)
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Source: Council for the Development of Cambodia
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Of planned investments of 546 million US dollar, which | 20 -
Cambodia’s external partners have already committed to | 15 -
finance in 2002-2004, the largest portion is from Asian | 10 -
Development Bank and Japan, (US$ 41 million each) 5
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According to the Council for Development of Cambodia,
the infrastructure and the transport sector received the
largest allocation for the period 2002-2004 (US$ 144
miliion). This represents 10% of total investment. The
Health sector was allocated US$ 79 million (5.7%) while
the Education/human resource development sector US$ 71
million (5%).

o

®¥Planned Investment by Sector

e 2002-2004 (in million US dollars)
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Source: Council for the Development of Cambodia
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Cambodia has run a surplus on its current budget for 3
consecutive quarters, since the 3™ quarter of 2002. In the
first quarter of 2003, current budget surplus was 151
billion riels, 38.6% less than the same quarter last year. | 3909
The decrease was due to an expansion of current
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Cambodia’s current budget revenue fell by 2% in the first
quarter of 2003, compared to the same quarter of 2002.
Of this, non-tax revenue fell by 20% to 124 billion riels,
conversely domestic tax and custom duties rose by 7% to
183 billion riels, and 12% to 92 billion riels, respectively.
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Cambodia’s current expenditures in the first quarter of
2003 amounted to 240.6 billion riels. Compared to the
first quarter of 2002, the current expenditure increased by |
49%. The share of General Administration in current
budget expenditures was the largest up to 111 billion | 1004
riels, followed by defence and security, social
administration, and economic administration. 0
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Economic Activity of Selected Economic Partners of Cambodia
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Industrial production grew by 0.4% and 3.8% per annum s f sa
in the US and Japan, over March 2003. Conversely, EU Tt
industrial output declined by 0.3%. Although Japan’s | _ (o, £
industrial production growth was faster than that of the fapan
US, it continued to fall, by 4.6 percentage points from | _j50, L
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Source: IMF and the Economist
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Growth in industrial production in China slowed down by | '**1/~ [ [ A N
2.9% in March 2003. According to the Chinese officials, / L 7 Tt S N Y
this was due to the outbreak of severe acute respiratory o
illness (Sars), especially in China’s Guangdong Province, r
which contributes one-third of the country’s total exports.
At the same time, South Korea’s industrial production | -10%-— — — — — — — — — -~
also decelerated to 4.5%, from 10.2% in February 2003. 2T LT3R E: LIl
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After a slowdown in January and February, Singapore's \V4
industrial growth began to accelerate in March 2003 at an ’ Malaysia
annual rate of 6.5%. According to the Singapore | .jo% " = = = Singapore
Economic Development Board, increase in industrial Thailand
output was due to higher production of medical devices ‘
and appliances to meet rising demand from the US and | -20%
. . . [} [\ [sa) o [sa]
Europe. Industrial output in Malaysia rose at an annual % g g 8; 3 g %) % g % % T %3
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rate of 5.0% from around 1.0% and 0.9% in January and 2 s 2222283328223

February. In contrast, industrial output growths in
Thailand stabilized at 12.7%.

Source: IMF and the Economist
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Inflation rates in Selected Economic Partners of Cambodia
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Inflation rate in the US and EU were 3% and 2.4%,
respectively, in March 2003. During the same period,
consumer prices in Japan fell by 0.1%, prolonging
deflation further. Although inflation rate in EU during
February and March was not changed, it was 0.4% higher

than the inflation target rate set by European Central
Bank.
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The inflation rate in South Korea continued to rise by
4.5% in March 2003, the highest rate over 13 months. At
the same time, inflation in China reached the highest level
as well. Conversely, Hong Kong was under increased
deflationary pressure as a result of SARS. This is due to
e.g. weak demand and the government’s plan to waive
rates, water and sewage charges, which would lower
expenditure.
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Unlike declining trends in the inflation rate in Thailand,
(1.7%), Malaysia, (0.7%), inflation in Singapore
accelerated to 0.4% in March 2003. According to
economic news on “Channel Newsasain”, a slow growth
in the services sector, continuous shrinking in
construction activity and higher healthcare costs due to
SARS, appear to be responsible for accelerating inflation
rate in Singapore.
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Exchange Rate in the World Markets

o ~ s 9 e European Euro and Japanese Yen Against
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the US Dollar
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In April 2003, the US dollar appreciated against both the 110 S N b 125
Yen and Euro by 2% and 1%, respectively. The dollar | | s I )¢ i N 120
was traded at 0.92 euro/US dollar up from 0.9 euro/US ¢ i ~r s

dollar the month before. Against the yen, the dollar rose | 1.00 [
from 117.6 yen/dollar to 120.25 yen/dollar. \ [ 110
093 N 105

N1
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European euro (left scale) = Japanese yen (right scale)

Sources: IMF, FEER, AWJ and the Economist

South Korean Won and Hong Kong Dollar

Against the US Dollar
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The US dollar depreciated slightly against South Korean | 1,220 e \\ [ 77
Won in April 2003. The won was traded at 1,227 won/ / N /
US dollar, down from 1,233 won/US dollar in March. | 1180 N~ 7.76
Compared to April last year, however, the won
appreciated by 7.4% against the US dollar. The exchange | 1140 7.74
rate between the Hong Kong dollar and the US dollar was
pegged at 7.8 Hong Kong dollar/US dollar in April 2003. 1100 F=————r— 7 2

e South Korean won (left scale) —{1— Hong Kong dollar (right scale)

Sources: IMF, FEER, AW] and the Economist
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In April 2003, the US dollar gained some value against
the Singaporean dollar and the Thai baht. The price of the | 38 [ 170
US dollar rose to 1.77 S$/ US dollar, up from 1.74 S$/
US dollar in March 2003. The Thai baht was traded at | ¥ = I o & + &+ 11
42.9 baht/ US dollar, up from 42.6 baht/US$ in March. ; g I o:og ;; t 3 ; j’%
Compared to April last year, both the Singaporean dollar = = “

and Thai baht appreciated against the US dollar, by 3.4% T et eftsclo
and 1.1%, respectively.

Singaporean dollar (right scale)

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

Prices of Rice and Soybeans
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The price of first quality rice in the Bangkok international | 190 / N 190
market encountered a fall in price to 193.5 US$/tonne in
April 2003, from 197.8 USS$/tonne in March 2003. 170 ——Rice in Bangkok (left scalc) 170
Soybean, on the other hand, experienced an increase in Soybeans in USA (right scale)
price from 224.1 US$/tonne to 231.7 US$/tonne, the
highest price in the 12-month period ending in April | 150 . B . B T B B 150
2003. gg8gggggeggsggsgsgsg
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Sources: IMF, FAO, FEER and IGC
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) (US$/tonne)
EENIERNE AR 8O MIIOTHRE LN AP $8S M.6% 8D .9% | 1060
[S5Y < D4 "o < o 13 \
CSEHjBRDISER LI 1 LIREHUROIHBES MYR 5180 ><
~ W o 920 /
G1L0M PV 0E.00% &0 9&.H% /

In April 2003, the pricesof rubber and palm oil in | 780
Malaysia fell to 997 $/tonne and 371 $/tonne (i.e.by 3.4% 710

|
and 6.1%, respectively) compared to March 2003. 610
Compared to April last year, the prices of both rubber and
palm oil rose by 39.3% and 19.5%, respectively. 370
500
I EEFEZ P EZEGEEOD
s < s 5= ©° £ «a O z A = = 3 A
e Rubber in Malaysia (left scale)
Palm oil in Malaysia (right scale)
Sources: IMF, FAO and FEER
seiimsses: toom 6 wosw Vo ssleg g omdw fo ov.drices of Crude Oil and Gasoline
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In April 2003, the prices of both crude oil and gasoline | 2 N\ . 3
dropped by 13.8% and 15.9%, respectively, compared | L Lar’in | T
to the previous month. Crude oil price was at 23.6 F T N s
US$/barrel and gasoline price at 21.4 cents/litre in |
April. Compared to April last year, the price of crude | 1s 15
oil fell by 3.3%, while that of gasoline rose by 4.3%. " "
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Crude Oil in Dubai-US$/barrel (left scale)

= = wmGasoline in US Gulf Coast-cents/litre (right scale)

Sources: IMF, EIA and IEA
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