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Main Economic Activities of Cambodia
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According to the CDC, fixed assets approved by the CDC
for the garment sector continued to rise to US$ 16.5
million in the third quarter (to August) 2003, from US$
10.5 million in the second quarter, an increase of 57%.
Between January-August 2003, fixed assets approved for
investment in the garment sector reached US$ 33.4
million, i.e. 15% of the total fixed assets approved in that
period.
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According to the Ministry of Tourism, the number of
international arrivals at Pochentong airport declined
slightly by 1.8% with 20,216 people arriving in July
2003, compared to 20,590 people in June 2003. In
contrast, Siem Reap airport experienced an increasing
number of international arrivals, with 7,944 people
arriving in July 2003 (i.e. 76% higher than in June 2003).
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According to the Department of Cadastre and Geography
of the Municipality of Phnom Penh, 76 new projects were
approved for construction in Phnom Penh in August
2003, just one project less than in July 2003. Of these
projects, 63 were for apartment construction, 9 for house
construction and 4 for other construction activities.
During January-August 2003, 494 projects were approved
for construction in Phnom Penh, 9.4% less than the same
period last year.
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Prices and Interest Rates Developments

igfisdin boom EgrueaSisisginesiisigie ¢.me
©.6003/85 Fifish ©.moos/w 1giisEsm boom ¥ i@sthe
i mugiSyisuohoisigingg hifehamiSnisgite
(99%) 1 UNSEAYOSENGNANSNEIS  epssonuel g
iRsigjedn &mo/m.i 4

In August 2003, the price of gasoline rose by 4.3% to
2,400 riel/litre in Phnom Penh, up from 2,300 riel/litre in
July 2003. However, the increase in gasoline price in
Phnom Penh was lower than in the international market
(11%). The price of second quality rice continued to rise,
reaching 930 riel/kg in August 2003, according to the
National Institute of Statistics.

Prices of Gasoline and Rice
in Phnom Penh
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Consumer prices in Phnom Penh rose by 0.2% in
August 2003 due to a slight increase of food prices
(0.03%) and a jump in the price of gasoline (4.3%).
This led to a 1.4% rise in transportation and
communication costs compared to the previous month.
Compared to August 2002, consumer prices edged up
0.7%.
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Since June 2003, the average interest rate on 12-month
deposits offered by three leading banks was 6.7% for
riel deposits, and 6% for US dollar deposits. The
ACLEDA offered the highest interest rate of 6.5% on
dollar deposits, while the Canadia Bank offered the
highest interest rate of 7.0% on riel deposits. The
Foreign Trade Bank, which publicly announced its
intention to privatise on January 2003, offered the
lowest interest rate of 5.5% on dollar deposits.
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Exchange Rate and Monetary Developments
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The value of the Cambodian riel against the US dollar
remained mostly unchanged, trading at 4,023 riel/dollar
in September 2003, compared to 4,024 riel/dollar in
August. This is the sixth month (the first and second
month was in May and June 1998) in the last 10 years,
during which the riel value was over the level of 4,000.
Compared to September last year, the Cambodia riel
depreciated by 1.74%.

Cambodian Riels per US Dollar

(market and official rates)
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After marginal depreciation in August 2003, the value of
the riel against the Thai Baht slid in September 2003, to
99.3 riels/baht, from 95.9 riels/baht in August, a
depreciation of 3.5%. Against the Vietnamese dong, the
riel remained unchanged at 25 riels per 100 dong in
September 2003, the same level as in August.

Cambodian Riels per Thai Baht and 100
Vietnamese Dong

27.5 102
27.0 L 03
26.5
- 94
26.0 S
<L L Lo v - 90
25.5 - D
25.0 EE——
24.5 82
(o) I o\ BN o BN o\ BN o 0 BN o 0 I 0.0 BN o B s o BN o 0 B o 0 BN 0.0 BN 9.0
T IITIITILLTLTIILIELEES S
58:3838885212%
------ Vietnamese dong (left scale)

Thai baht (right scale)

Source: CDRI and the Economist

InSEuEnmImEnEth Jiwes M2 Swusda ©.idmms
ansigjuisiienfi boom FBwh b.egmansiuigiiedsm
moom + 1esmiBtInsdEelitex v ¢4 Refigisimymis)

DURSNHWO0OHHY  MIBWEISEUAMUYHNMATIAT

JOmgunABIY: 90% B 9.G0MMIMNS:IR IHUUNE
nmisstigwpenmimemes G smBymAngmhued

BT 1 BIANATIUMeIRs 9,9% S dedmaansiiia

In July 2003, total liquidity continued to decline, reaching
to 2,763 billion riels, down from 2,953 billion riels in
June 2003, according to the National Bank of Cambodia.
This is the largest drop (6.4% month-on-month basis)
since 2001. The fall was mainly associated with a
decrease of foreign currency deposits by 10% to 1,803
billion riels in July 2003. This reflects fears related to the
election, leading depositors to withdraw their money
from banks. The riel component, which includes riels
outside banks, rose to 959 billion riel (1.1%).

Money Supply through the Banking System

(in billion riels)
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According to the Ministry of Commerce, Cambodia's
garment exports in the second quarter of 2003 were worth
USS$ 364.7 million, 24% higher than in the first quarter of
2003. The exports to the US and other countries in the
second quarter of 2003 rose by 20% to US$262.8 million
and by 35% to US$102 million, respectively, over the
previous quarter.

Exports of Garment Products

(in million US dollars)
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Cambodia imported 33,300 tonnes of diesel and 7,300 | 2° = AN S
tonnes of gasoline in July 2003, according to the Customs 10
and Excise Department. Between January and July 2003, o o

cumulative diesel and gasoline imports were 231,500
tonnes and 63,500 tonnes, respectively. Compared to the

same period a year ago, diesel and gasoline imports rose by
28.5% and 25.2%.
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Sources and Uses of Foreign Assistance
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Cambodia's planned investment in infrastructure for the
period 2002-2004 amounts to US$ 481 million, the second
largest allocation (34.6%) in the total investment plan.
"Transportation", "Water Resource and Sanitation", "Power
and Electricity", and "Telecommunication" received US$
228 mﬂlionv US$ 178 mﬂlion’ US$ 44 million and US$ 30 Source: Council for the Development of Cambodia
million, respectively. New infrastructure investments
amounted to US$ 136 million, or 28% of the investment
planned for infrastructure development.

Planned Investment Funded
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Planned investment exclusively funded by the Cambodian
National Budget for 2002-2004 amounted to US$ 19.3
million. This was allocated to the social sector with US$ 10
million to improve the quality and efficiency of primary
and higher education, and a setting up of a vocational
training school in Takeo province. The remaining USS$ 9.3
million was earmarked for the infrastructure sector,
particularly for emergency rehabilitation and irrigation
equipment.

Source: Council for the Development of Cambodia
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During 2002-2004, the investment planned for the ]
manufacturing and trade sector amounts to US$ 20.4 ]
million. Projects are both on-going and new such as: "
0 : :

establishment of productivity centre-Cambodia, a water

. . . . 2002 2003 2004
supply system, Cambodia import-export inspection and
fraud repression, and rehabilitation of Phnom Penh market. @Manufacturing & Trade
Cambodia's external partners have already committed US$
4.5 million, and the remaining 15.9 million is still pending
as an Official Development Assistance resource target.

Source: Council for the Development of Cambodia
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National Budget Operations
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Cambodia has run a current budget deficit for the third
consecutive month. In July 2003, the current budget
deficit was worth 63 billion riels, twice as much as in
June 2003. This was also the first current budget deficit in
the month of July since 1999. This reflects an increase in
expenditures related to the general election held on July
217.

Current Budget Operations
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Source: Ministry of Economy and Finance
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Cambodia's current budget revenue amounted to 139
billion riels in July 2003, 14% lower than in the same
period last year. However, it rose by 31.5% compared to
the previous month. This was mainly due to an increase
in all categories of current budget revenue. During
January-July 2003, budget revenue reached 915 billion
riels, 2.4% less than the same period a year ago.

Current Budget Revenue
(in billion riels)
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In July 2003, current budget expenditure rose to 202
billion riels, 48% growth compared to June 2003. The
share of Social Administration in current budget
expenditures was the largest, reaching 84 billion riels,
followed by General Administration, Defence and
Security, and Economic Administration. During January-
July 2003, budget expenditure amounted to 835 billion
riels, 17% more than in the same period last year.

Current Budget Expenditures

(commitments — billion riels)
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Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In the second quarter of 2003, the US economy grew by
2.5 % compared to the same period last year. According
to the Business Times, an increase in defence
expenditure, strong consumer spending and recovery in
business investment accelerated overall GDP growth.
Conversely, the Euro area and Japan experienced a
slower growth rate of 0.4% and 2.1% in the same period.

GDP Growth in the US, Europe and
J apan (percentage change over the previous year)
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China's economic growth slowed to 6.2% in the second
quarter of 2003, from 10% in the first quarter. According
to AFP, both industrial and service sectors were heavily
hit by SARS from mid-March 2003. South Korea's
growth also slowed to 1.9%, while Hong Kong's
economy contracted by 0.5%. This reflected the negative
impact of SARS as well.

GDP Growth in China and Hong Kong
South Korea

(percentage change over the previous year)
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Singapore's economy contracted by 4.2% in the second
quarter of 2003, down from a gain of 1.7% in the first
quarter of 2003. Besides financial services and
construction sectors, the performance of all industries
deteriorated from the previous quarter, according to
Singapore Ministry of Trade and Industry. Malaysia and
Thailand experienced slower growth of 4.4 % and 5.6%,
respectively, over this period.

GDP Growth in Some ASEAN Countries

(percentage change over the previous year)
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Inflation rates in Selected Economic Partners of Cambodia
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Consumer prices in the US rose by 2.1% in July 2003, the
same rate since May 2003. On a year-on-year basis,
Japanese consumer prices fell 0.2% in July 2003, after a
fall of 0.4% in June 2003 due to a tobacco tax increase in
July and higher medical costs introduced in April.
Meanwhile, the inflation rate in the Euro area fell to
1.9%, down from 2% in June 2003.
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Consumer prices in Hong Kong continued to fall by 4.0%
in July 2003 from a year earlier, due to a rates concession
grant by the government, according to the Census and
Statistics Department. The fall came after a 3.1% drop in
June, as the effects of SARS weakened consumer
spending. Meanwhile, the inflation rate in South Korea
and China rose to 3.2% and 0.5 %, respectively, changing
little compared to June 2003.

Inflation Rate in China, Hong Kong and
South Korea
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The inflation rate in Singapore rose to 0.3% in July 2003,
after a level of -0.3% in June, mainly due to strong
demand, in particular for cars, after Singapore's three-
month long outbreak of SARS. Similarly, Thai and

Malaysian inflation rates rose to 1.8% and 1%,
respectively, in July 2003, faster than in June 2003.

Inflation Rate in Selected ASEAN Countries
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Exchange Rate in the World Markets
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The Japanese yen strengthened to a 2.6 year high against
the US dollar, trading at 114.8 yen/dollar in September
2003, causing the Bank of Japan to intervene to sell the
yen. After falling in value against the US dollar for the
second consecutive month, the Euro was holding steady
at 0.89 euro/dollar in September 2003.
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The South Korean won has appreciated gradually
against the US dollar since March 2003. In September
2003, the rate was 1165.4 won/dollar, down from
1178.6 won/dollar in the previous month. Compared to
the same month last year, the won appreciated by 4.2%
against the US dollar. Hong Kong dollar was traded at
the pegged rate of 7.8 HK dollar/US dollar.
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The price of first quality rice in the Bangkok international
market continued to fall to 199.2 US$/tonne in August
2003, a decrease of 1.14% from July 2003. Likewise, the
price of soybeans declined sharply by 12% to 213
US$/tonne in August 2003. Compared to August 2002,
the price of soybeans dropped by 2.3%.
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According to the International Rubber Study Group,
world rubber consumption growth was showing signs of a
slowdown. However, the rubber price in the Malaysian
international market rose to 996.7 US$/tonne in August
2003, from 969.4 US$/tonne in July 2003. Conversely,
the palm oil price continued to decline, reaching 363
US$/tonne in July 2003, its lowest price in 15 months.
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The price of crude oil rose slightly from 26.67
US$/barrel in July 2003 to 27.54 US$/barrel in August
2003, reflecting high market demand and unpredictable
Iraqi exports. Prices could drop significantly by the
second quarter of 2004 if non-OPEC producers keep
pumping more oil and if Iraq gradually increases its
own production, some analysts say. Similarly, the price
of gasoline rose to 26 cents/litre in August 2003.
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