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Main Economic Activities of Cambodia
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Total private investment approved by the CDC in the
second quarter of 2003 amounted to US$ 48.3 million,
US$ 25 million more than the same period last year. Of
this, US$ 33.7 million and US$ 14.6 million went into the
Service and Industrial Sectors, respectively. The
Agriculture Sector generally received less attention after
2001, although the third quarter of 2002 experienced a
sudden, short-lived surge.

Fixed Assets by Sectors
(in million US dollars)
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In the second quarter of 2003, the total number of foreign
visitors to Cambodia through Thai and Vietnamese
international border checkpoints declined to 43,633
persons, 30.5% less than the same quarter a year ago.
This obviously indicates that fear of SARS in March-June
was not only stopping people from travelling by air but
also by land.

Visitor Arrivals to Cambodia by

International Border Checkpoints
(in thousand persons)
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According to the Department of Cadastre and Geography
of the Municipality of Phnom Penh, investment in the
construction sector in Phnom Penh in the second quarter
of 2003, was worth US$ 59.6 million, 52% more than the
preceding quarter. There was a significant increase in
construction of mansions (US$ 4 million), apartment
construction (US$ 6.5 million) and "others" (US$ 9.8
million).

Value of Construction in Phnom Penh
(in million US dollars)
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Prices and Interest Rates Developments
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Prices of Gasoline and Rice

in Phnom Penh
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After falling for the second consecutive month, the price 2,100 1»'/
of gasoline in Phnom Penh held steady at 2,300 riels/litre | <50
in July 2003, despite continued increase in world market 1,900
prices. Compared to the same month last year, the price
of gasoline increased by 4.5%. The price of second 1,700 200
quality rice rose by 0.54% to 925 riels/kg, up from 920 g 8888888838838 38zg
riles/kg in June 2003. 225825255853
Gasoline (riel/litre, left scale)
—&—Rice, quality # 2 (riel/kg, right scale)
Source: National Institute of Statistics
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In July 2003, consumer prices in Phnom Penh rose 94
slightly by 0.1% over June. At the same time, the prices 92
for transportation and communication increased by 0.2% 90
even though the price of gasoline remained unchanged. S £ 8 ¢ 8 &8 8 38 8 g 8 8 g
The food price also rose by 0.5% compared to the E 258 % 2 5B 55 5CE
previous month. General price increase in July may have
AllItems = = =Food Tr.&Com.

been due to the elections.

Source: National Institute of Statistics
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Cambodia’s nominal interest rate on US dollar lending
gradually declined during 1995-2002. The nominal
lending rate moved within a narrow range of 16.2%-
18.8%, while real lending interest rates fluctuated
between 27.4% and 12.7%. In 2002, real lending
interest rate fell to 12.7% per annum, from 13.1% in
2001.

National Interest Rate on US Dollar Lending
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Exchange Rate and Monetary Developments
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In August 2003, the value of riel fell by 0.6% against the
US dollar over July, to 4,024 riels/dollar. This adds to
evidence that the demand for riel after the election has | 3850
. . . . N (a2 (a2 [se} [se}
declined. According to the existing data, the trend of g 3 % £ %% 883333
. . . . . El o S 3 3
exchange rate in pre-and post-election in 2003 is quite the 2302488 ¢ 2 <25 35 2

same as in 1998. The riel appreciated against the US
dollar in July and depreciated against the US dollar in the
following month.

Marketrates ® = = Official rates

Source: National Bank of Cambodia and CDRI
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In August 2003, the riel lost its value against both the 255 4 R I e A R b - 90
Thai baht and the Vietnamese dong. The Thai baht ' “ %6
strengthened to 95.9 riels/baht, up from 95.7 riels/baht in 25.0 L=

July 2003. The Vietnamese dong rose to 25 riels per 100 24.5 82

dong, an appreciation of 0.3% against the riel compared

A a a a g o on on O on M N o
to July 2003 22212 ZIZELTEIID
2acf88E2 252752
------ Vietnamese dong (left scale)
Thai baht (right scale)

Source: CDRI
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According to the NBC, total liquidity fell to 2,953 billion 500 QForeign Currency Deposits
riel in June 2003, a decline of 2.7% from May 2003. The
riel component fell by 1.9% to 948 billion riels, and -

EMoneyand Time and Saving Deposit

foreign currency deposits fell by 3.4% to 2,004 billion g &8g8gg¢g¢g8s8 S 2 g 8
riels; however, the proportion of foreign currency 5 B %" § g 5 53 8 é § 3 g B
deposits in total liquidity was still close to 70%. The “ =

decline of foreign currency deposits reflects the fears
related to the election period.

Source: National Bank of Cambodia
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External Trade

ie¥gnudE flboom sEEssmisiseRfinyMg Gog.¥ANg Cambodia's Exports by Regions
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In the second quarter of 2003, Cambodia’s exports were | 5011 [ |— — 1
worth US$ 408.5 million, 23% more than in the first 0
quarter. The US continues to account for the largest
proportion of total exports (65.7%), mainly due to
preferential treatment for garment exports. On the other EUSA [OEU  MOthers [JASEAN
hand, the share of exports to ASEAN was only 2.5%, the
smallest share of total export. Exports to EU amounted to
US$ 97.7 million, 26.8% more than a year ago.

01-Q2
01-Q3
01-Q4
02-Q1
02-Q2
02-Q3
02-Q4
03-Q1
03-Q2

Source: Customs and Excise Department
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The value of Cement and Steel imported into Cambodia 20 | || ||
reached 42 billion riels and 17 billion riels, respectively
in the second quarter of 2003. The imports of cement 10 - H
increased by 9.7%, while imports of steel fell by 2.5%, T

compared to the first quarter.
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Source: Customs and Excise Department
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The value of gasoline and diesel imports to Cambodia in B
the second quarter of 2003 amounted to 34 billion riels and
68.9 billion riels, respectively, according to the Customs
and Excise Department. Compared to the first quarter, the

import of diesel fell by 30%, and of gasoline by 17%. 30 f T { L ﬁ(
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Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance

hingSumadntaEimugsigreim:mg (B00b-kB006 M8 Planned Investment in Social Sector
‘ 2002-2004

o

oomnsgans immbianakines (mdw) igInshingSing
FITU 1 RISy Bt SMuREINS mosansyan (al%) 8

Batiissiagums og0AnsEAN (md%) 1 HinSSmaone

SULI IS MIBFVMILIABGRANASHEBAMA (0.8%) 10 O Education
ﬁtﬂ%tﬁﬂﬁﬁag%ﬁmsﬁjmss@ﬁ o6l% EHealth

Planned investments in the Social Sector for the period
2002-2004 amounted to US$ 500 million, constituting the
largest share (36%) of total planned investments. Of this,
USS$ 309 million (62%) was for the Health Sector, and US$
190 million (38%) for the Education Sector. New
investment projects for the Health Sector received very
little attention (0.2%). Seventeen percent of Education
Sector allocations, on the other hand, went into new

Source: Council for the Development of Cambodia

projects.
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During 2002-2004, ADB's planned investment projects
amounted to US$ 132 million. Infrastructure sector
accounted for 96% of the money, and the rest (4%) went
into "Other Cross Sectoral Program". Surprisingly, ADB
did not have any plans to invest in the Economic Sector
during 2002-2004. This figure excludes all ADB
programmes funded from other sources.

Source: Council for the Development of Cambodia
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Planned investments in fisheries sector during 2002-2004 s
reached US$ 83.3 million. This accounts for 6% of total
0

planned investments. Of US$ 83.3 million, US$ 65.6
million went into on-going investment projects, and US$ 2002 2003 2004
17.7 million was allocated for new investment projects.
Cambodia's external partners have committed US$ 40.2
million for on-going projects (i.e. 61.3% of allocation). Source: Council for the Development of Cambodia
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According to the Ministry of Economy and Finance, after

: L 150 H
running a surplus on current budget operations in the first
quarter, Cambodia's current budget operations ran a

deficit of 15 billion riels in the second quarter of 2003. 50

This was mainly due to a sharp inprease in current o o o o o o
expenditures (by 63%) and a decline in current revenue = = ™ = = =
collection by 5.6%, compared to the preceding quarter. O Revenue @ Expenditure

Source: Ministry of Economy and Finance
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In the second quarter of 2003, the current budget revenue | 100 17 [
fell to 377 billion riels, down from 399 billion riels in the
first quarter of 2003. This reflects a drop of 27% in non- 0 T T T T T

— [\ [se) < — N

tax revenue, which has a share of 23% in the current g g g g g g
budget revenue. However, revenues from domestic tax , .

ODomestic tax ENon-tax [OCustoms duties

and custom duties rose by 6% and 1%, respectively,

compared to the first quarter.
Source: Ministry of Economy and Finance
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Current budget expenditures amounted to 392 billion riels | s | ||
in the second quarter of 2003, 152 billion riels more than

in the .ﬁrst quarter. The main reason was increased g § § § 5 §

expenditures under four major categories (Defence and S e e e 8 8

Security, Social Administration, General Administration ODefence & Security E Social Administration _

and Economic Administration). On an annual basis OGeneral Administration @ Economic Administration
) i OOthers

however, current budget expenditures in the second

quarter of 2003 were 3 % less. o _
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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The growth rate of industrial production in the US has | 0% =— — \." —
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decreased for the seventh consecutive month since | o, 7D T A '
December 2002. In June 2003, US industrial production

fell by 1% over the same month last year. At the same | -4%

time, industrial production in the Euro Area dropped by s e 8ggge8838g3 g8
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June, faster than in May with 1.6 %.
Source: IMF and the Economist
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In June 2003, South Korean industrial production jumped 1 LI KRNI ME

by 7.8% over the same month last year, boosted by solid ‘ o T N RN ,

exports of cars, semiconductor chips and mobile phones, | : Y. .,

according to Channel News Asia. In the same month, NI

Chinese industrial production rose by 16.8%, a 3.2 | "I —T—r—r—+T—+m—+T—+—"+—+—+—"*——
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Source: IMF and the Economist
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Singapore's industrial production fell by 7.3% in June 15% T
2003, compared to June 2002. According to Channel I~ B~ T~ B~ B S S R R SN R« SR 2
News Asia, the decline was led by the biomedical and £ 3 % £ 85 3 8 5 8 5 & z g
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transport sectors. Malaysia's industrial production rose by

8.6% in June 2003 over the same month last year, but the
gain was much lower than in May 2003 with 16.2%. | Source: IMF and the Economist
Thailand's industrial production slowed down slightly to
11.2%, from 12.8% in May 2003.
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Inflation rates in Selected Economic Partners of Cambodia
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In June 2003, consumer prices in the US rose by 2.1%,
unchanged from May. Japanese consumer prices
decreased by 0.4% from a year earlier. As the chart
indicates, deflationary pressures in Japan eased off
slightly, over the past 12 months but appears to have re-
emerged once again from May 2003, continuing well into
June. Inflation rate in the Euro area rose to 2% in June
2003, 0.1 percentage point up from the preceding month.

Inflation Rate in the US, Europe

and Japan
(percentage change over the previous year)
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Sources: IMF and the Economist
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Inflation rate in Hong Kong continued to fall, declining
by 3.1% in June 2003. According to the Bloomberg
News, the fall was mainly due to price cutting in many
sectors from clothing to travel, to get consumer spending
up again after the SARS outbreak. The inflation rate in
South Korea and China fell to 3% and 0.3 %, respectively
in June 2003, from 3.2% and 0.7 % in May 2003.

Inflation Rate in China, Hong Kong and
South Korea
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Sources: IMF, FEER, AWJ and the Economist
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Consumer prices in Singapore continued to decline for
the second consecutive month in June 2003 (0.3%), in the
face of reduced consumer spending, rising unemployment
and the impact of SARS (Channel News Asia). Thai and
Malaysian inflation rates fell to 1.7% and 0.7%,
respectively in June 2003, from 1.9% and 1.0% in May
2003.

Inflation Rate in Selected ASEAN Countries

(percentage change over the previous year)
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Sources: IMF and the Economist
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Exchange Rate in the World Markets
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In August 2003, the Japanese Yen was traded at 119.2 \
Yen/dollar against the US dollar, a depreciation of 0.4% 083 103
compared to the preceding month. A weaker yen is hardly | 080 100
good news for Asia's economies, as it means Japan grabs 2585232333383
a bigger share of the region's export business. The euro 233 2 & =235 & 22z

weakened to 0.89 Euro/dollar in August 2003, from 0.87
Euro/dollar in July 2003.

Sources: The Economist and the Fed
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After gaining its value for the fourth consecutive o .
month, the South Korean won was traded at 1,181.5 ’ '
won/US dollar in August 2003, unchanged from July | 1.100 7.72

2003. Hong Kong dollar was traded at the pegged rate
of 7.8 HK dollar/US dollar. According to the Bank of
China report, devaluing the Hong Kong dollar would
case its long-run deflation and boost its exports.
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Thai Baht and Singaporean Dollar Against
the US Dollar
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The US dollar was holding steady not only against the | 4 h il r-T v
South Korean won but also against Thai Baht and o
Singapore dollar in August 2003. The Thai Bath and | 3% '
Singapore dollar was traded at 41.84 baht/US dollar y e
and 1.75 S$/US dollar, respectively in August 2003, M
showing little change compared to the previous month Z2 58 2 8 5 8 2555 2 2
July 2003. , X . .
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Commodity Prices in the World Markets

Prices of Rice and Soybeans
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After rising for the second consecutive month, the price
of first quality rice in the Bangkok international market in | 4, 170
July 2003 fell by 0.7% to 201.5 US$/tonne, from 203 ————Rice in Bangkok (ftscak)
US$/tonne in June 2003. The price of soybeans continued T e IR el
to rise slowly to 241.9 US$/tonne in July 2003, the 150+ A A 130
highest price since July 1999. ; T 2 2% %2 T L %2 Sj
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Sources: IMF, FAO, FEER and IGC
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In July 2003, the price of rubber in the Malaysian | 270
international market fell sharply to 696.4 US$/tonne,
down from 1,005.5 US$/tonne in June 2003. Compared to | >"°
the same month last year, however, the price of rubber | 500 T 210
was up by 12.8%. Similar to the trend in rubber prices, § %D % % % %' f § % % "O; % §
the price of Palm oil also fell, to 363.2 US$/tonne in July S Zz28 3828 S8 35 Z g = E
2003. Sources: IMF, FAO and FEER
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In July 2003, the price of crude oil continued to rise, NN N N N o e o o
. S @ S o o © O 2 o o o o°o <9
reaching 26.67 US$/barrel, up from 25.52 US$/barrel N R
in June 2003. An increased price is likely to be <® 0o zae - == <37
supported by low stocks, stronger economic recovery, Crude Oil in Dubai-US$/barrel (left scale)
a pick-up in US gasoline demand and the uncertainty ------- Gasoline in US Gulf Coast-cents/litre (right scale)
over Iraqi supplies ahead of an anticipated seasonal
rise in demand, according to the International Energy | sources: IMF, EIA and IEA
Agency monthly report. The price of gasoline also
continued to increase, reaching 23.4cents/litre in July
2003.
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