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Main Economic Activities of Cambodia
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According to the CDC, the total value of fixed asset
approvals in the garments sector amounted to US$ 7.5
million in the second quarter (up to May) 2004, a drop of
21% over the same period last year. During January-May
2004, fixed asset approvals in the sector totaled US$ 57.4
million, 65.5% of total approvals. This was a rise of
261% compared to the same period last year.
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* Up to May 2004 (Including expansion project.)
Source: Council for the Development of Cambodia and Ministry of
Economy and finance
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by boat fell by 61.5% to 630 persons. Source: Ministry of Tourism
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In the second quarter 2004, the number of project
approvals for construction in Phnom Penh reached 237
projects, the highest quarterly level to date. Apartment
construction continued to have the largest share (161
projects), followed by house construction (47 projects)
and other construction (29 projects). Compared to the
same quarter 2003, the number of construction project

Source: Department of Cadastre and Geography of the Municipality of
approvals increased by 30%. Phnom Penh
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Prices and Interest Rates Developments
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The monthly price of gasoline differed from area to area
and with that in Phnom Penh. It remained stable at 2,850
riels/litre between June and July, in the capital with
Battambang prices falling slightly to reach 2,800
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P Gasoline in Battambang, Siem Reap and
Eﬁc&% ?{ Phnom Penh (riel/litre)
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On a monthly basis, consumer prices in Phnom Penh 96
continued to increase for the sixth consecutive month £ 35353 % %% 2333 3 3
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with a 0.8% rise in June 2004 over May. The price s 2 5 2 40 2 48 = & 35 < 3 &
increase was mainly driven by higher prices in i lems = = = Food Tr &Com.

transportation and communication (1.5%) and food
(1.4%). Among the food items, the price of fish jumped
by 9.4%, while costs of medical care declined by 0.2%.

Note: The latest data available is for May 2004.
Source: National Institute of Statistics
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As of April 2004, the average interest rate on 12-month
fixed deposits offered by three major banks was 6.7% for
riels and 5.7% for US dollars. Canadia and ACLEDA
banks continued to provide the highest interest rates on

riel deposits (7%) as well as on the US dollar (6.5%),
respectively.
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Source: National Bank of Cambodia
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Exchange Rate and Monetary Developments
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Since its downward trend that set in from February 2004,
the Cambodian riel continued to depreciate against the
US dollar, although more slowly, over June-July, 2004.
In July 2004, the exchange rate was 4,034riels/US dollar,
a depreciation of around 1% compared to the same period | 385
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--- Vietnamese dong (left scale)
— Thai baht (right scale)
Source: CDRI and the Economist

Liquidity through the Banking System

(in billion riels)
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1200 B Money and Time and Saving Deposit
On a monthly basis, liquidity through the banking system | 1,000 - D Foreign Currency Deposits
rose by 2.4% to 3,776.8 billion riels in May 2004,
compared to the preceding month. The continuing 300 1

liquidity expansion primarily reflects an increase in
foreign currency deposits (2.8%), reaching US$ 660.8
million. However, money and time and saving deposits
fell by 0.34% (to 1,114.6 billion riels) accompanied by a
drop of about 1% in currency held outside banks.
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Note: The latest data available is for May 2004.
Source: National Bank of Cambodia
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Trade
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In the second quarter 2004 (up to May), Cambodia
exported US$6.3 million in agricultural products, 11%
more than the same period last year. During January-May
2004, agricultural exports rose by 10% to US$ 17.5
million, compared to the same period in 2003. This was
due to an increase in rice exports (141.5%) and rubber
exports (21%).
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Exports of Main Agricultural Products

X)) (in million US dollars)

°

18888
14
12 1

10 ~

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

04-Q2*

B Wood ORubber OFishing Product ORice

* Up to May 2004
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cement remained roughly unchanged at 436,552 tonnes,
compared to the same period last year.
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In May 2004, 97,080 tonnes of cement and 17,268 tonnes r A v T I
of steel were imported into Cambodia. In the first five- 10 R 0
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Cement (left scale)
------ Steel (right scale)

Note: The latest data available is for May 2004
Source: Customs and Excise Department
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In May 2004, Cambodia imported 23,241 tonnes of diesel
and 10,259 tonnes of gasoline. From January to May
2004, the diesel imports were 177,403 tonnes, an increase
of 2.2% over the same period last year; while gasoline
imports fell to 41,520 tonnes, a drop of 20.6%. During
this period, the government collected about US$ 24.7
million as revenues from diesel imports and US$ 14
million from gasoline imports.
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Note: The latest data available is for May 2004
Source: Customs and Excise Department

Imports of Petroleum Products
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Sources and Uses of Foreign Assistance
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In the period 2002-2004, planned investment in “Trade,
Industry and Manufacturing” accounted for US$ 20.4
million. Of the total amount, 83% (US$ 16.9 million) was
allocated for capital investment projects and the
remainder 17% (US$ 3.5 million) for technical assistance
projects. Source: Council for the Development of Cambodia
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According to CDC, the on going “Community Sanitation | 4 |
and Health Awareness Program” under the Ministry of
Industry, Mines and Energy amounted to US$ 0.6 million | 0.12 -
during 2002-2004. This program was funded by ADB,
with a third of the allocation spent in 2004, so far. 0.10 -

2002 2003 2004

Source: Council for the Development of Cambodia
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Between 2002 and 2004, the on-going project “Women in
Development” received US$ 14.2 million. Most of the
funds were used for training of women, especially in rural 1.50 -
areas. Of the total, US$ 2.4 million (16.8%) was
contributed by the Royal Government of Cambodia and
the remainder is funded by external partners and Official 0.00 -
Development Assistance flows. 2002 2003 2004

Source: Council for the Development of Cambodia
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National Budget Operations
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According to the Ministry of Economy and Finance,
Cambodia’s current budget operation showed a surplus of
72 billion riels in April 2004, quite similar to the level in
the preceding month. This was accompanied by reduced
current revenues (which fell by12.8%), and an even larger
fall in current expenditures (by 21.6%). From January to
April 2004, current budget surplus amounted to 419
billion riels, compared to 181.7 billion riels only, during
the same period a year ago.

(commitments-billion riels)
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*In 2003 and Jan-Apr 2004 provisional
Source: Ministry of Economy and Finance
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Current budget revenues reached 155 billion riels in April
2004. During January-April 2004, current revenues were
678.2 billion riels, 26% more than the same period in
2003. The increase resulted from a rise in revenue
receipts from domestic taxes and customs duties (by
40.2% and 35.6% respectively).

Current Budget Revenues
(billion riels)

B Customs duties O Non-tax Domestic tax

* December 2003 and Jan-Apr 2004 provisional
Source: Ministry of Economy and Finance
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In April 2004, current budget expenditures amounted to
83 billion riels. From January to April 2004, current
expenditures totalled 259.3 billion riels, 27.4 % lower
than last year. Of this, expenditures on general
administration fell by 59.8%, social administration by
15%, and defence and security by 14.8%. On the other
hand, expenditures on economic administration rose by
10.4%.

Current Budget Expenditures
(billion riels)
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* December 2003 and Jan-Apr 2004 provisional
Source: Ministry of Economy and Finance
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Economic Activity of Selected Ec

onomic Partners of Cambodia
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US industrial production grew at an annual rate of 6.3%
in May 2004, tending to cool off somewhat in June when
it fell to 5.6%. In May 2004, industrial production in
Japan fell to 4.2% over the previous year, 4.3 percentage
points lower than in April. During the same period, Euro
area industrial output remained sluggish (rose just by
1%).

Industrial production in the US, Europe
and Japan (percentage change over the previous year)
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Note: The latest data available is for May 2004.
Sources: The Economist (June 17-23, 2004)
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In May 2004, South Korea's industrial production
increased by 13.5% from a year earlier, its biggest gain in
three months. The growth was accelerated by strong
overseas demand for cars, computer chips and cell
phones, according to Bloomberg News. China's industrial
production grew at a slower pace of 17.5% in May 2004
compared to the same month last year, revealing that a
tighter monetary policy has started to take effect.

Industrial production in China and
South Korea
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Note: The latest data available is for May 2004.
Sources: The Economist (June 17-23, 2004)
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In May 2004, industrial production in Singapore fell
slightly to 21% compared to May 2003, 1.2 percentage
points lower than in April. This indicates that Singapore's
economic growth could achieve its forecast rate of 11.7%
in the second quarter of 2004. During the same period,
Malaysia’s industrial production grew slowly by 12.8%,

while industrial production in Thailand rose at an annual
rate of 6.6%.

Industrial production in Some ASEAN
Countries (percentage change over the previous year)
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Note: The latest data available is for May 2004.
Sources: The Economist (July 17-23, 2004)
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Inflation rates in Selected Economic Partners of Cambodia
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In May 2004, consumer prices in the US rose by 3.1%
over the previous year, the fastest increase since June
2001. According to the Bureau of Labor Statistics, this
was largely due to a sharp rise in energy prices (up 15%).
The May inflation rate report seemed to signal to the
Federal Reserve to raise interest rates. At its June 30
policy meeting, the Fed raised interest rates by 0.25
points to 1.25%. Over in Japan, consumer prices
continued to fall, reaching 0.5%, while the inflation rate
in the Euro area rose to 2.5 %.
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9 Inflation Rate in the US, Europe and Japan
(percentage change over the previous year)
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Note: The latest data available is for May 2004.
Sources: IMF and the Economist (July 10-16, 2004)
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In May 2004, consumer prices in China rose at an annual
rate of 4.4%, the fastest pace in 7 years. The main reason
relates to a jump in food prices (grain prices rose by
32.3%, and fresh fruit, meat products and egg prices all
edged up by about 20%) according to government
reports. Meanwhile, consumer prices in South Korea rose
by 3.3%, while deflationary pressure in Hong Kong
continued to ease further with a price decline of 0.9%.
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Note: The latest data available is for May 2004.
Sources: IMF and the Economist (July 10-16, 2004)
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In May 2004, consumer prices in Malaysia increased by
1.2%, compared to the same month in 2003. Consumer
prices in Singapore rose by 2.0% over the same period,
reflected in a rise in the cost of food, education and
stationeries, and of miscellaneous products, according to
the Department of Statistics of Singapore. Consumer
prices in Thailand, on the other hand, fell slightly to
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Note: The latest data available is for May 2004.
Sources: IMF and the Economist (July 10-16, 2004)

2.4%during this time.
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Exchange Rate in the World Markets
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The US dollar depreciated against both the euro and the \ L 105
Japanese yen for the second consecutive month, despite | .o N A ~~
the increase in interest rates by the Federal Reserve. The
dollar traded at 108.7 yen/US$ against the Japanese yen | 0.75 100
and 0.81 euro/US$ against the euro in July 2004. 23333838 5; 323 : 3
Compared to July 2003, the US dollar depreciated against 2233 28 =25 &5 22
the Japanese yen and the euro by 8.4% and 7.8%, | note: Data is up to 19, July 2004
respectively. Sources: The Federal Reserve Bank of New York
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In July 2004, the South Korean won continued to | 140
appreciate against the US dollar, rising by 0.4% to 1,154
won/USS$, from 1,159 won/USS$ in June. A sudden rise in

. o 1,100 772
foreign exchange reserves (US$ 168 billion, as of July © 2 9 2 2 8 T T T T T T 2
15), led to suspicions that the monetary authorities had 3 2 g 3 : 3 ER: E 5 F 2 =
intervened to buy US dollars in order to prevent erosion A

s L. — South Korean won (left scale) —&— Hong Kong dollar (right scale)
of the country’s export competitiveness. The Hong Kong _
dollar traded at 7.79 HK dollar/USS$ in July 2004. Note: Data is up to 19, July 2004

Sources: The Federal Reserve Bank of New York
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The Singapore dollar remained unchanged at 1.71 | 3 ~
S$/USS$ for the third consecutive month, ending in July
2004. According to Bloomberg News, the central bank

. . . o 36 1.66
has shifted its policy from that of zero appreciation to a © 5 % % 8 8 T 3 T T T T 2
modest and gradual appreciation of its currency, to help 5 P 3 Z 5 3 E 5 £ & & £ =
curb rising consumer prices since April 2004. The Thai < m‘ i ' == < 2 -
baht appreciated slightly against the US dollar to 40.78 ~ Thai baht (eft scale) - = - Singaporcan dollar (right scale)
baht/US$ in July 2004, from 40.82 baht/USS$ in June. Note: Data is up to 19,July 2004

Sources: The Federal Reserve Bank of New York
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Commodity Prices in the World Markets
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In July 2004, the price of first quality rice in the | || Rice in Bangkok (left scale) '
international market continued to fall, reaching 225 = = = Soybeans in USA (right scale) W[ 190
US$/tonne, down from 230 US$/tonne in the previous
month. During the same period, the price of soybeans hit 130 B o g T % 3z = g z 17
a 6-year low of 177.6 US$/tonne in July 2004. The recent E ® 5 8 3z g & S5 &5 & 2 £ =
. . . . . . - Z »wn Oz A = xR 3 < 5 5 =
price decline has been associated with surplus inventories
of the product and the arrival in the market of the newly | ., . up t0 12, July 2004
harvested soybean crop. Source: FEER ’
Prices of Rubber and Palm Oil
(US$/tonne)
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The price of rubber in the Malaysia International Market
fell for the second consecutive month, to 1,209.2 |

4 =« +Rubberi l\h]aj'sia 0
USS$/tonne in July 2004, a decrease of 2.2% from the | m A@m]e)
pervious month. During the same period, the price of _P“hmﬂm‘ways"a(“gm‘w)
palm oil decreased for the fifth consecutive month, to | *r—7+—7—+——— — 1 — 1 ®
379.6 US$/tonne. However, palm oil pricc?s are expected = 2§ 38 : % § B 8§ B oz E =
to rebound due to possible production shortages,
according to the Malaysia Palm Oil Association. Note: Data is up to 12, July 2004

Source: FEER
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The price of crude oil continued to fall for the second
consecutive month, reaching 33.3 US$/barrel in July | 3 18
2004. This may reflect OPEC's decision to raise its | 15 15

output at the beginning of August. In contrast, the price
of gasoline increased by 6.5% to 33 cents/litre in July
2004, up from 31 cents/litre in June. At this level,
gasoline prices are about 40% more expensive compared
to the situation a yearago. | -----
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Crude Oil in Dubai-US$/barrel (left scale)
Gasoline in US Gulf Coast-cents/litre (right scale)

Note: Data is up to 15, July 2004
Sources: EIA and IEA

Cambodia Development Resource Institute — Page 10



