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Main Economic Activities of Cambodia
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Since the second half of 2002, private investment in | 4,
hotels has grown remarkably. According to the Council
for the Development of Cambodia, capital worth US$ 55 | 30
million was invested in fixed assets of the hotel sector | 20
during the first quarter (up to February) of 2003,

compared with US$ 21 million in the third quarter 2002. 10 ﬂ]
Cambodian investors took the largest portion, 97% of | 0+
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fixed assets approved during January-February 2003. Q9 9 LLooCoQIQIy
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* Up to February 2003
Source: Council for the Development of Cambodia
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Total number of international arrivals by flights at 5
airports, Pochentong and Siem Reap has gradually
declined since December 2002. According to the Ministry 0 NN N T
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of Tourism and Ministry of Interior, 54,000 persons T2 IT2TTTITTL LTI T
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arrived in Cambodia by international flights, 30,000 to = m 3 < s 5" 4w 0z A= &

Pochentong, and 20,000 to Siem Reap in February. The
decline of international tourists is expected to continue,
due to the outbreak of “SARS”.

Source: Ministry of Tourism and Ministry of Interior
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Cambodia’s construction activities have expanded | 10
significantly, valuing US$ 220 million in 2002, 12% 0-
higher than in 2001. In parallel, commercial banks have Q01 Q201 Q301 Q401 QI-02 Q202 Q302 Q402
provided more credit for construction investors, reaching
US$ 64 million in 2002, compared with just US$ 27
million in 2001, according to the National Bank of
Cambodia. Although growing more slowly than housing
and ther consimuction. apariment consiruciion remains | S b of ol vy sfe
the most important component of construction activities,

up to US$ 180 million in 2002 from $ 168 in 2001.

@ Value of Construction

B Credit granted by Commercial Banks for Construction
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In March 2003, the price of gasoline in Phnom Penh
jumped to 2,500 riels/litre, from 2,300 riels/litre in
February. This increase was mainly due to uncertainties
about the war in Iraq. The end of the war and increasing
stability suggest prices should decline in the coming
months. According of the National Institute of Statistics,
the price of second quality rice rose slightly to 920
riels/kg, up from 915 riels/kg in February 2003.

Prices of Gasoline and Rice
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Consumer prices in Phnom Penh rose for the third
consecutive month, by 0.35% between February and
March 2003. A jump in the price of gasoline by 8.69%
was the main cause of the increase. This pushed prices of
transportation and communication up by 0.76%. Prices
for food rose by 0.25%, mainly due to an increase in the
first quality rice price by 0.89%, to 1,145 riels/kg in
March, from 1,135 riels/kg in February.
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As of January 2003, amongst three leading banks,
ACLEDA charges the highest interest rate on loans in US
dollars, an annual rate of 24%. But this should be
expected because ACLEDA’s smaller loans are more
risky and have higher transaction costs than traditional
lending. Canadia Bank and Foreign Trade Bank charges
the same interest rates (18%) for credit in US dollar,
giving however, different rates for deposits in dollar, 6%,
and 5.5%, respectively.

Loan and Deposit Interest Rate in dollars

. , (As of January 2003)
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Source: Foreign Trade Bank, Canadia Bank and ACLEDA bank
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Exchange Rate and Monetary Developments
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The Cambodian riel continued to weaken against the US 2:22
dollar, as has been the trend since the beginning of 2003. | 3g0g
In March 2003, the US dollar was priced on the market at | 3775
3,952 riels/dollar, compared with 3,946 riels/dollar in | 3750
February. Compared to the same month last year, the riel 88 88888888 88828
depreciated by 0.97% against the dollar. P 285328888583 ¢
Market rates Official rates

Source: National Bank of Cambodia
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The riel weakened against the Thai baht and Vietnamese ~ P e
dong in March 2003. The value of the baht rose to 93 | 255 P 86
riels/baht, from 92 riels/baht in February. Compared to
March last year, the riel depreciated by 3.3% against the | 250 Sry—p————————— {2
baht. The Vietnamese dong gained marginally against the EERA O D S
riel, trading at 25.61 riels/100 dongs in March, up from w2 <327 < @0z AR 2

25.57 riels/100 dongs in February.

Vietnamese dong (left scale)
e Thai baht (right scale)

Source: FEER

Domestic Credit in Cambodia
(in billion riels)
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By the end of February 2003, Cambodia’s banking OGovernment

system had outstanding domestic credit worth 1,378 600 1

billion riels, equivalent to US$ 350 million. In general, 400 -

23% of domestic credit has been provided to the 200 |

government, and the remaining 77% of US$ 350 million,

that is about US$ 265.5 million to the private sector. 0 ‘ ‘ ‘ ‘ ‘ ‘ ‘
s 2 3 3 g g g2 g g
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* Up to February 2003

Source: National Bank of Cambodia
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External Trade
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Exports of main agricultural products grew quarter by
quarter during 2002. However, total export value reached
just US$ 43 million for the year, 20.4% less than in 2001.
Exports of wood dropped significantly by 28.4%, from
US$ 22.3 million to US$ 16 million. The value of fish
products exported declined to US$ 12.9 million in 2002,
down from US$ 18.5 million. Exports of rubber have fallen
slightly from US$ 13.3 million to US$ 12 million. Fish
export data do not reflect seasonal realities (low exports
during peak period, high exports during non-peak periods).
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During January-February 2003, Cambodia imported | 20000 1
cement and steel worth US$ 5 million and US$ 3.6 million, | 15000 -
respectively. In 2002, imports of cement reached US$ 37 | 10000 -
million, 19% more than 2001, and imports of steel US$ 23 5000 -
million, 5% more than 2001. The past trend indicates that 0 -
more cement is imported during the first half of the year, s s s = g &g &g &g g
while more steel is imported during the second half of the © ¢ 9 o o <o <o 9o 7
year.

* Up to February 2003

Source: Customs and Excise Department
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According to the Customs and Excise Department, 100000 -
Cambodia imported gasoline and diesel worth US$ 5 |
s e . . 80000
million and US$ 18 million, respectively, during January- |
February 2003. In 2002, Cambodia spent US$ 90 million 60000
and US$ 230 million on gasoline and diesel, respectively. 40000 1
In 2001, US$ 72 million was spent on gasoline, and US$ 20000
200 million on diesel. 0 -
= 3 3 3 8 8 8 8 &
- o o f = o o s ©°
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* Up to February 2003

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, loans worth US$ 732 million were disbursed
to Cambodia from 1992 to 2001. Of this, 60.2% were
devoted to “Investment Project Assistance”, 37.6% to
“Budgetary Aid and Balance of Payment”, 1.9% to
“Free-Standing Technical Cooperation”, and 0.3% to
“Investment-Related Technical Cooperation”.
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Cooperation Support

Technical
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Council for the Development of Cambodia
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With reference to the bilateral assistance of various
donors to Cambodia, Canada disbursed aid to Cambodia
worth US$ 42 million from 1992 to 2001. In 2001,
Cambodia received US$ 5 million grant from Canada.
Of this money, the largest portion was directed for
“Humanitarian, Relief and Food Aid”, with US$ 2.6
million, and for “Area Development”, with US§ 2
million.

| Snussifaiinadien Aid to Cambodia
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According to the Council for the Development of
Cambodia, aid worth US$ 433 million was disbursed for
“Health” in Cambodia. Most of the money was provided
after 1998. In 2001, Cambodia’s ‘“Health Sector”
received US$ 66 million in aid, of which US$ 52 million
was grant money, and US$ 14 million was in loans.
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National Budget Operations
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Similar to the beginning of 2002, Cambodia’s current
budget has been in surplus in January-February 2003.
During this period the surplus amounted to 156 billion
riels. According to the Budget Law 2003, however, the
current budget should have a surplus of 215 billion riels.
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Current budget revenue has grown from January to
February 2003, accumulating to 262 billion riels: 117
billion riels from domestic tax, 58 billion riels from
customs duties, and 87 billion riels from non-tax revenue.
Compared with the same period last year, budget revenue
has slightly increased, but it remains only 13% of the
budget law revenue target. Based on historical data,
revenue targets have been unrealistically high, which
tends to make comparisons between actual revenue and
targets not very meaningful.
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During  January-February 2003, current budget

expenditures were 106 billion riels. Of this, 54 billion
riels were spent for General Administration, 31 billion
riels for Defence & Security, 19 billion riels for Social
Administration, and 2 billion riels for Economic
Administration. Among these four categories of public
expenditures, the lowest implementation is in spending
for Economic Administration, just 1.2% of the target.
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Economic Activity of Selected Economic Partners of Cambodia

sslioses: oo 68 US @msmgﬁﬁ“mmw Industrial Production in the US, Europe

and Japan
hange over the previous year)

(6], mesn  BRseRniRiiosnn) FS 198588 | Qo%eB6RjiSRge ¢

tessn 1 ssummmegs sedvopoiier  fmith

$  enUNEBN0ESE | 0% 1eujeRoiesy: wogey - AN
N
SGPUIRSE US SR 0.0%. (RIGRIRER o.0% RE |, —~~_
. e /—""/-.' } [ |
CUREHES 6w 4 F =
' -5% 4] USA
In February 2003, the US experienced a fall in industrial = = =E
production, after enjoying a rise in January. Compared to | -19% 1] Japan |
January 2003, US industrial output shrank by 0.1%. ‘ ‘ ‘
According to the Federal Reserve, the main reason was a | ~15%
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slump in construction activities, by 0.4%. Compared to T 2T LTI ITLETITTIR
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February last year, however, industrial production in US S 2s<cEE2EF 283838248 =&
rose by 1.8%, in the Euro Area by 1.8%, and in Japan by
4.2%. Source: IMF and the Economist
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China’s industrial production climbed by 19.8% during | 10% / . . AR p
the 12-month period ending in February 2003. The \ / L - s, ) "
increase has been strongly stimulated by the o L
government’s investment in infrastructure, high growth in Y 1] i
exports and continuing domestic investment in factories.
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In February 2003, Singaporean industrial production fell 1’/( ' \ Y
by 1.4%, compared to the same month last year. 0% \ v -
According to Singapore Economic Development Board, |/‘ Y Malaysia
the fall in industrial output was primarily due to a sharp | ’ = = = Singapore
decline in production of pharmaceuticals, by 33.3%. f Thailand
During the same period, industrial production in Thailand ‘
rose by 12.8%, and in Malaysia by 0.9%, according to the | -20%
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Source: IMF and the Economist
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Inflation rates in Selected Economic Partners of Cambodia

Inflation Rate in the US, Europe and Japan

(percentage change over the previous year)
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In February 2003, consumer prices in the US were 0.6%
higher than in January. Compared to the same month last
year, US inflation is up by 3.0%. The main reason for the | C T
rise hé.IS been a jump in energy pI:iCé?S, by 22.0%, . L —
according to US Bureau of Labor Statistics. During the | 17 —
same period, consumer prices in the Euro Area rose by ~
2.4%, while those in Japan fell by 0.2%. T T e e e

Sources: IMF and the Economist

Inflation Rate in China, Hong Kong and
South Korea
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According to China’s National Bureau of Statistics, [ r |
consumer prices rose by 0.9% during January-February | Sk
2003. Compared to February last year, however, China CTTTL L) )
experienced just a 0.2% price increase. During the same | , [ IR S N ¢
period, South Korea saw its inflation rate rise to 3.9%,

while Hong Kong continued to suffer deflation with a

2.0% fall in consumer prices.
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Inflation Rgte in Selected ASEAN Countries
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In February 2003, consumer prices in Singapore fell by . G T dl
0.2% over January. Compared to one year ago however, PN ’ _
prices are up by 0.4%. According to Singapore's | 1% ¥ i Malaysia

= = = Singapore

Department of Statistics, higher consumer prices were Thailand

mainly due to higher health care cost, which were caused
by dearer proprietary medicines. During the same period,
the inflation rate in Malaysia remained at 1.6%, while
that in Thailand fell to 1.9%.
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Sources: IMF and the Economist
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In March 2003, the US dollar lost its value against main
currencies, trading at 0.91 Euro/dollar, down from 0.93
Euro/dollar in February, and at 117.6 yen/dollar, down
from 119.3 yen/dollar in February. The war in Iraq and
uncertainty about the length of the war (at that time)
weakened the value of the dollar, especially against the
Euro, to its lowest level since the birth of the Euro.
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SOV AN (e US Dollar
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e European euro (left scale) Japanese yen (right scale)

Sources IMF, FEER, AWJ and the Economist
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Uncertainty and tension regarding North Korea continued
to undermine the value of the South Korean won. In | 114 774
March 2003, the dollar was priced at 1,233.25
won/dollar, up from 1,187.25 won/dollar in February. | 1100 72
(o] o A o AN ¢ on o
Compared to the same month last year, however, the won %' < % (Ci T2 %) << % % T3 3
still appreciated by 6% against the dollar. Against the 2 ETEE2Z233 8222
Hong Kong dollar, the US dollar was traded at the pegged S Karem won (et szl
—— Hong Keng dolar ightscae)

rate of 7.8 HK dollar in March.

th K(%] n Won and Hong Kong Dollar
gﬁnst the US Dollar

Sources: IMF, FEER, AWJ and the Economist
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In March 2003, the value of the dollar was little changed 7 T
against the Singapore dollar and Thai baht. Against the | %
Singaporean dollar, one US dollar was priced at 1.749 S§, 170
up from 1.745 S$ in February. Against the Thai baht, the | *
dollar was traded at 42.65 baht/dollar, down from 42.85 “ "
baht/dollar in February. Compared to March last year, the 8 8 9 8 8 8 8 2 8 8 8 3 3 3 '
Singaporean dollar appreciated by 4.2% against the US 25z 22 2385 & 5 8 3

dollar, and the baht appreciated by 1.9%.

e Thai baht (left scale)

Singaporean dollar (right scale)

Sources: IMF, FEER and the Economist
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Commodity Prices in the World Markets
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During February-March 2003, prices of first quality rice ——Ricc in Bangkok (left scale)

ini ~ ' 170 neror e 170
and soybean in international markets were little changed. Soybeans in USA (right scale)
In Bangkok, first quality rice was traded at 197.75
US$/tonne, down from 200 US$/tonne in February. The | 5

—r—r—r—r—r—r— 150
price of soybean in the US remained at 224.07 g g8 gggggg g g 883838
US$/tonne, compared with 22425 USS$/tonne in 2EEE 22258285583
February. Compared to March last year, the price of rice
rose by 4.5%, and that of soybean by 16.7%. Sources: IMF, FAO, FEER and IGC
sniicBe oom igsldnon B siciEnisug s sseRwbrices of Rubber and Palm Oil
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In March 2003, the price of rubber in Malaysia’s | 44
international markets continued to rise, to 1,032
US$/tonne from 932 US$/tonne in February, while the

270
570

. . . . 500 210
price of palm oil continued to decline, to 395 I L P s e
US$/tonne from 423 USS$/tonne in February. 282552 2335858 %

Compared to one year ago, the price of rubber climbed
by 48%, and that of palm oil by 17%.

e Rubber in Malaysia (left scale)
Palm oil in Malaysia (right scale)

Sources: IMF, FAO and FEER
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In March 2003, the price of gasoline was highly volatile, s / s
peaking at 45.31 cents/litre prior to the start of combat in —
Iraq, and then falling continuously on US success in the | 12 12

war, according to the American Automobile Association. £ g i ga g g ?’3 g 2 %‘ g g 2 3 i
On average, the price of gasoline in US gulf was 25.45 =& 2 <257 240 2485 &3
cents/litre, 4% lower than in February. During the same —— Crude Ol in Dubai-US$/barrel (left scale)

period, the price of crude oil in Dubai declined by 16% to — Gasoline in US Gulf Coast-centsfitre (right scalc)

27.42 US$/barrel, from 32.7 US$/barrel in February.

Sources: IMF, EIA and IEA
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