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Main Economic Activities of Cambodia
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Malaysia ranked first for foreign direct investment in
Cambodia up to 2002, followed by Taiwan. According to
official data, Thailand has only marginally invested in
Cambodia. The largest amount of its direct investment
was US$ 52 million in 1996. Since 2000, when Thailand
invested US$ 26 million, Cambodia has received less
investment from Thailand. For 2002, there has not been
any investment from Thailand, according to the Council
for the Development of Cambodia.
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Since 1998, the number of tourists travelling from
Thailand to Cambodia by air has gradually increased. In
2002, Cambodia received 26,099 Thais by air, double the
figure of 1995. Thais arriving by land and boat totalled
33,476. The total number of tourists, including non-Thais,
crossing the border between Cambodia and Thailand

through all checkpoints amounted to 212,166 persons in
2002, 58% more than in 2001.
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Cambodia's Construction Sector was worth US $1,776
million between the period 1993-2001, in which it
peaked at US $268 million in 1996, 118% higher than
1993. Since 1996, the value of construction has fluctuated

only marginally. The data reveals that there was a
marginal fall in 2001 from 2000 by 2%.
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! There is currently insufficient data and not enough time has passed to accurately assess the impact of the January 29, 2003 riots.
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Prices and Interest Rates Developments
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At the beginning of 2003, the price of gasoline in Phnom 1700 e p—p——— 500
Penh rose to 2,300 riels/litre in January, from 2,200 T T ZiILIiIviiiyl
riels/litre in December 2002, the first increase after five 8- ®=<3=" <2020 "

months. This price increase reflects the price of gasoline
in international markets. The price of second quality rice
in Phnom Penh rose to 910 riels/kg in January 2003, from
900 riels/kg in December 2002; a 24 monthly high.

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

Source: National Institute of Statistics
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After falling in December last year, consumer prices in o
Phnom Penh increased slightly by 0.11% in January
2003, compared to December 2002. In the same period, 90

food prices continued to decline by 0.44% and the price g % § g g § 2 i %D % g % % %
. . . . . ) < 15 Q O
of transportation and communication continued to rise for R E 2 32322283 248 =
the second consecutive month by 1.79%. The price of Allems = = = Food T+ &Com
diesel jumped by 9.03% to 1,690 riels/litre in January, 4 4 o o
from 1.550 riels/litre in December 2002. Source: National Institute of Statistics
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As of January 2003, the average interest rate on a 12- | ... | ‘ ‘
month fixed deposit in riel was 7%, compared to 8.8% in Foreign Trade Bank  Canadia Bank Ltd  ACLEDA Bank
April 2002. In US dollars, this was 4.12%, compared to of Cambodia Limited
4.38% in April 2002. The Canadia Bank and the Foreign BRiels  DUSS

Trade Bank of Cambodia offered 7% interest rate on riel-
deposits, and ACLEDA 6%. The Canadia Bank and
ACLEDA provided 6% interest rate on dollar-deposits
and The Foreign Trade Bank offered 5.5% on dollar-
deposits.

Source: Foreign Trade Bank, Canadia Bank and ACLEDA bank
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Exchange Rate and Monetary Developments
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The general weakness of the US dollar at the beginning of
2003 has not resulted in an appreciation of the riel. In
contrast, the riel lost value against the dollar from 3,941
riels/dollar in December 2002 to 3,945 riels/dollar in
January 2003. Official rates moved from 3,934
riels/dollar to 3,936 riels/dollar. Compared to January last
year, the Cambodian riel has depreciated by 1.02%
against the dollar.
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The declining value of the Cambodian riel against the US
dollar has led to a depreciation of the riel against the Thai
baht. In January 2003, the riel weakened to 92.3
riels/baht, from 91.0 riels/baht in December 2002.
Compared to the same month last year, the riel lost 4%
value against the baht. Against the Vietnamese dong, the
value of the riel has remained unchanged between
December 2002 and January 2003, trading at 25.6
riels/100 dongs.

Cambodian Riels per Thai Baht and 100
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riel outside banks; demand deposits in riel; and time and
saving deposits in riel, jumped between November and
December 2002 at a rate of 4.8%, faster than the previous
month.

Gooens Meney Supply M2 (billion riels)
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Total liquidity (M2) continued to increase at almost the | 1007 B Moncy and Time and Saving Deposit

same pace, to 2,888 billion riels in December 2002, 3.5% 50 ] OForeign Currency Deposits

more than November 2002. The value of foreign currency

deposit (69% of M2) rose between November and o-—-

December 2002 at a rate of 2.8%, slower than in the S SS9 ggggagggggaggy

previous month. According to the National Bank of 5& 5 3 § é § <é:_ = E =l §; o‘é z 3

Cambodia, the riel-component of M2 which includes: the z A = < z R/

Source: National Bank of Cambodia
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External Trade

swes onmnsis Cuioddm-tods spiaRiany o

g0 W waEiS RoRIG  MEeE WS wenka)

Trade Between Cambodia and Thailand

(in million US dollars)
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According to the Bank of Thailand, Cambodia exported
US$ 581 million worth of products to Thailand and
imported US$ 3,449 million from Thailand between 1993— |  '®] ] e
2002. Exports to Thailand peaked to US$ 160 million in l
1995 and fell sharply to US$ 13 million in 2002. 0- | - el
Conversely, imports from Thailand have generally g % & & g & & &g % %
increased over the years. Imports were US$180 million in h “
1993 and US$516 million in 2002, increasing by 187%. B Cambodia Exports to Thailand 0 Camibodia Imports from Thailand
Source: Bank of Thailand
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According to the Customs and Excise Department, the | 59000
value of imported steel into Cambodia from January- | s, |
December 2002 increased to 88,578 million riels from |
87,000 million riels in the previous year. Total tax 10000
collected has increased by 156% from 6,137 million riels in 5000 7
2001 to 15,709 million riels in 2002. 0 -
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During January to December 2002, Cambodia imported
diesel worth 395,698 million riels, 20% lower than in 2001.
Notably, there were sharp declines in the value of imports
in the first and fourth quarters of 2002 compared to the
same period of the previous year, at 36% and 45%
respectively. Inversely, the trend for the collection of tax
has increased by 131% from 86,196 in 2001 to 199,011 in
2002.
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Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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According to the Council for the Development of
Cambodia, Cambodia received international aid from
multilateral agencies worth US$ 1,377.4 million during the
period of 1992-2001. Among the four multilateral
organisations, aid provided by the Bretton-Woods
Institutions was the highest at US$ 388.7 million, roughly
28.2% of total disbursements by multilateral agencies.
The United Nations Agencies were the second leading
suppler of aid to Cambodia at US$ 383.5 million, making
up 27.8 %

Multi-Lateral Agencies Aid to Cambodia
from 1992-2001

(percentage in million US dollars)
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Source: Council for the Development of Cambodia
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During 1992-2001, the United Kingdom disbursed aid with
a total of US$ 77.2 million to Cambodia. In the year 2001,
the United Kingdom provided grants worth US$ 8.7
million. Of this amount, US$ 2.5 million, was designated
for the ‘Health’ sector.

United Kingdom Aid to Cambodia
(in million US dollars)
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Source: Council for the Development of Cambodia
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In the period of 1992-2001, the international donor
community donated US$ 65.8 million to Cambodia for
the ‘Communication’ sector, 1.6 % of total aid. During
2001, Germany, the Netherlands and France supplied
grants worth US$ 1 million for this sector. Germany
provided the most support donating US$ 0.585 million,
followed by the Netherlands at US$ 0.406 million.

%5 Aid Disbursement for Communications
(in million US dollars)
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Source: Council for Development of Cambodia
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National Budget Operations
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In 2002, Cambodia's current budget implementation
produced a surplus of 371 billion riels, up from last year's | 150 4
figure of 103 billion riels. Throughout 2002, current
revenue exceeded current expenditure except in the 0
second quarter, in which there was a deficit of 17.2
billion riels. Similar to past trends, current expenditure
was the highest in December, 201 billion riels. This was, ORevenue B Expenditure
however, 48% lower than the same month of 2001.
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During 2002, Cambodia collected a total of 1,660 billion 2004 BEl [ ] |
riels in current revenue, 96% of target. Similar to past ]
trends, domestic tax was the biggest contributor in 2002 | [ | |
at 792 billion riels, 48% of total tax, and 10% higher than
in 2001. Since 2001, customs duties have provided the
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In 2002 current expenditures fell to 1,255 billion riels, | 3%
4% lower than a year ago. Of the total, ‘Social
Administration’ received the most attention at 436 billion | 2%1
riels, followed by ‘Defence & Security’ at 368 billion
riels. As in past years, ‘Economic Administration’ made
up the smallest portion of current expenditures, 11%. In
2002 ‘Defence & Security’ expenditure declined to 368 0
billion riels from 433 billion riels the previous year.
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Economic Activity of Selected Economic Partners of Cambodia
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In the fourth quarter of 2002 (up to November), Europe
and Japans trade surplus rose, compared to the previous
quarter, at 3% and 7% respectively. The United States,
however, faced an increase in their trade deficit. Based
on data from the Commerce Department, all imports
jumped to 1.7 percent while exports fell 2.6 percent to
USS 81.2 billion from US $83.2 billion in November.

Trade Balance in the US, Europe

and Japan
(in million US dollars)
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* Up to November 2002
Source: The Economist
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At the end of 2002, Hong Kong had a trade deficit of US$
7.6 billion, while South Korea had a trade surplus US$
11.3 billion. China's trade surplus has widened to US$
30.4 billion, 5% higher than the third quarter. According
to the National Statistics Bureau, low prices for products
and more foreign direct investment for export production
(14.8%) were the leading factors.
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Trade Balance in China, Hong Kong and

South Korea
(in billion US dollars)
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Source: The Economist
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In November 2002, the trade surplus in Thailand and
Singapore increased to US$ 4.8 billion and US$ 8.5
billion, respectively. Similarly, Malaysia broadened its
trade surplus to US$ 13.5 billion from US$ 12.8 billion in
the third quarter. Malaysia's success is due to the
increase in the prices of palm-oil, rubber and tin, which
have hit a five-year high and helped produce a bonus in
export earnings, according to the Far Eastern Economic
Review.

L)

Trade Balance in Selected ASEAN

Countries
(in million US dollars)

B Malaysia @ Singapore OThailand

* Up to November 2002
Source: The Economist
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Inflation rates in Selected Economic Partners of Cambodia
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In the three biggest world economies, there have been | |, \/\/
signs of pending inflation. In December 2002, consumer T~ |
prices in the US and EU rose by an annual rate of 2.4% |
and 2.3%, respectively, faster than in November 2002. 323§ % %8 %% % 9 %
Four main factors have increased prices in the US: low z & 5 &£ 2 < 3 2 5 2 4 0 2z &

interest rates; large public spending; the weakening '
dollar; and growing demand. The period of deflation in | Seurces: IMF and the Economist
Japan is approaching an end, with just a 0.3% price
decrease in December 2002.
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In December 2002, the inflation rate in South Korea sped | "
up by 3.7%, faster than in November. The period of F - — ,
deflation in both China and Hong Kong seems to be | ~* N S BN ’
approaching an end, with price decreases of just 0.4% and Y R A Tt A A A
1.5% respectively. According to the People's Bank of | 1 = o
China, the high increase in price of energy products (10% o ‘—S‘outi gorfa
over December last year) was the main factor reversing 'S =z o g 2 g g g 8 g g8 g g g
the deflationary tendency. 2 2 8 2 5 5 5 22 £ 58 : &

Sources: IMF, FEER, AW]J and the Economist
Inflation Rate in Selected ASEAN Countries

(percentage change over the previous year)
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In December 2002, the inflation rate in Thailand and | .1% IR 3 .,’
Singapore quickened pace, at 1.6% and 0.4%
respectively. In contrast, the inflation rate in Malaysia |,
worked its way down from 1.9% in November to 1.7% in 3 38 8 8 88 g 998 g 8g
December. The main reasons lay in less spending on 2 R EZ 2555225883 &

luxury items, holidays and taxis, and more people staying
at home. According to Bloomberg News, investment in

Sources: IMF and the Economist
cars, houses, and stock also declined remarkably.

Cambodia Development Resource Institute — Page 8§



Cambodia Economic Flash Report - March 2003
s-sigszgsigzs’ssc?s’%ﬁ eRRIIR
Exchange Rate in the World Markets
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the US Dollar
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The US dollar proceeded to weaken as the potential of a | 1.00 [ 115
US-led war against Iraq increased, tensions with North \ F 110
Korea continued, and unemployment in the U.S. rose. In | 095 N 105
January 2003, the dollar fell from 0.98 euro/dollar in the
previous month to 0.9375 euro/dollar. The Japanese yen | %% NN 100
also gained value against the dollar at 118.5 yen/dollar, E E % ; 2 % ; E E" g % Og E 2
from 122 yen/dollar in December. A- s =<3 5 < »n O zA~

= Buropean euro (left scale) — Japanese yen (right scale)

Sources: IMF, FEER, AWJ and the Economist
South Korean Won and Hong Kong Dollar
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In January 2003, the dollar also declined against Asian -
currencies. The South Korean won rose to 1,175 | LI Y 776
won/dollar from 1,203 won/dollar in December 2002.
Compared to January of last year, the South Korean won
has appreciated by 11% against the US dollar. | 1,100

1,140 7.74

7.72
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Meanwhile, the Hong Kong dollar remains pegged at 7.8 3 £ 4 i L L iZLEEIGO
Hong Kong dollar/US dollar in January 2003. A E =< 35" < a0z
= South Korean won (left scale) ~~ Hong Kong dollar (right scale)

Sources: IMF, FEER, AWJ and the Economist
siteuss toom Ses ssusinsgusaRgimns  copedBigiBght and Singaporean Dollar Against
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Declining trends in the US dollar also persisted against 4 174
currencies in ASEAN countries. The Singaporean dollar | %
slightly rose to 1.73 S$/US dollar in January 2003. For | 170
the third consecutive month, the Thai baht also
appreciated against the US dollar from 43.33 baht/US | 3 166
dollar in December 2002 to 42.725 baht/US dollar. 3 §§3g8gggggs g3
Compared to January last year, the US dollar has g2 2z 2E 222338 248 =
depreciated against both the Singaporean dollar and the
Thai baht, by 5% and 3% respectively.  Thai baht (left scale) "~ Singaporean dollar (right scale)

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

TrRiton Lo e LIooN (HONROoRISoIREIRS Prices of Rice and Soybeans
% R veon ] (US$/tonne)
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~ o = > = Rice in Bangkok (left scale)
6 Us Gramasss’ Lhrieies 35 6098 BlEees 35 689% —— Soybeans in USA (right scalc
= o o ° 230 230
smjssssssesssm NSNS mem.saemmssswje SR /""'
v v W Rwn 1 3 /
sGjoig ey woko% 9 210 210
N
From December 2002 to January 2003, the price of first | 190 7=<>“ / N / 190
quality rice in the Bangkok international market, and
soybean in the US, increased. The price of rice jumped | 170 170
from 188 USS$/tonne to 197 USS$/tonne. The price of
soybean rose marginally to 225 US$/tonne, up from 224 | . |_ — 150
US$/tonne in December. Compared to the same period of g g g g g g g g gg4ggzg
last year, the price of rice and soybean has increased by B2 EE S 55522388 % %5
3% and 20%, respectively.
Sources: IMF, FAO, FEER and IGC
Thony oo s wew oo ighesieden Relerishes £e9R Prices of Rubber and Palm Oil
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Between December 2002 and January 2003, the price of w0 /)<
rubber and palm oil moved in the same upward direction. //
Rubber was traded at 872 US$/tonne, up from 828 | 1 [/ 270
US$/tonne in December. Palm oil was priced slightly | seo //
higher at 430.6 US$/tonne, up from 430.3 US$/tonne in | 5o k210

December. Compared to a year ago, the price of both
rubber and palm oil have become more expensive, 51%

and 28% higher, respectively. Rubber in Malaysia (left scale)
Palm oil in Malaysia (right scale)

Dec-01
Feb-02
Mar-02
Apr-02
May-02
Jun-02
Jul-02
Aug-02
Sep-02
Oct-02
Nov-02
Dec-02
Jan-03

Sources: IMF, FAO and FEER
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Between December 2002 to January 2003, the price of / s d
gasoline in the US continued to increase while the price 2! / / I 2
of crude oil in Dubai started declining. In January 2003, A
gasoline in the US was priced at 22.69 cents/litre, up | '* 18
from 21.65 cents/litre in December, and crude oil in
Dubai was down from 28.09 US$/barrel in December to | ' _— 15
27.67 US$/barrel.

e Crude Oil in Dubai-USS$/barrel (left scale)

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

Sources: IMF, EIA and IEA
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