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Main Economic Activities
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Private investment projects approved by the CDC totalled
$82 million in the third quarter of 2004, 27.6 percent
lower than in the preceding quarter and 13.8 percent less
than one year ago. Investment in the industrial sector,
which accounted for the largest share, rose to $72.7
million in the third quarter, up from $28 million in the
second quarter. Investment in services and agriculture,
however, declined by 92 percent to $6.4 million and 69
percent to $3 million, respectively. For the period January
to September 2004, total private investment approvals
amounted to $258.6 million, a rise of 3 percent compared
to the same period last year.

Private Investment by Sectors
(in millions of dollars)
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Note: The latest data available are for September 2004.
(Including expansion projects.)
Source: Council for the Development of Cambodia
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In the third quarter, 227,926 foreign visitors entered
Cambodia, an increase of 17.6 percent compared to the
preceding quarter. Visitors arriving by air increased by
17.2 percent to 143,874 persons, and visitors by land and
boat rose by 18.4 percent to 84,052 persons. The top five
countries for arrivals to Cambodia in the third quarter
2004 were Japan (31,219 persons), Korea (30,288), USA
(19,995), France (14,763) and UK (13,781). Based on
past trends, the number of foreign visitors should
continue to increase in the fourth quarter.

Foreign Visitor Arrivals to Cambodia
by Air, Land and Boat

(in thousands)
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Note: The latest data available are for September 2004.
Source: Ministry of Tourism
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The total value of construction project approvals in
Phnom Penh rose to $78 million in the third quarter 2004,
from $48.6 million in the second quarter. Of this,
apartment construction, which has represented the largest
share since early 2004, increased by 55.5 percent to $44.3
million. During this period, other construction projects
also increased sharply, from $10.8 million to $26.1
million, while mansion construction fell from $9.3
million to $7.5 million.

Value of Construction Project Approvals in
Phnom Penh (millions of dollars)
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Source: Department of Cadastre and Geography of the municipality of
Phnom Penh
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Price and Interest Rate Developments
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In Phnom Penh, price of gasoline continued to rise, 2,600 - /A
reaching 3,050 riels/litre in November 2004, compared to 2500 ‘/e /
3,020 riels/litre in the preceding month. Gasoline prices 2400 ;
in Battambang and Siem Reap climbed to 3,000 riels/litre 2300 \¢ /
and 3,050 riels/litre respectively (each a rise of 50 riels). 2200 e
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Source: CDRI and National Institute of Statistics
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After rising for the ninth consecutive month, consumer 2338 § g EE S5 E § 222338
prices in Phnom Penh declined in October 2004,
according to the National Institute of Statistics. Over Allltems = = = Food Tr.&Com.
September—October, consumer prices declined by 1.2
percent. This was mainly due to a decrease of 3.3 percent | Note: The latest data available are for October 2004.
in food prices. The decline in food prices reflects a drop | Source: National Institute of Statistics
in fish prices by 22.9 percent. However, there were
increases in the cost of transportation and communication
(2.2 percent), in clothing and footwear (0.6 percent) and
in other major items.
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In the third quarter, gold prices in Phnom Penh averaged | /
$46.3 per chi, rising by 0.7 percent from $46 per chi in | «
the second quarter. Compared to the third quarter last | f
year, there was an increase of 11.6 percent, from $41.5 @l—
per chi. 3
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Source: Ministry of Economy and Finance and CDRI
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Exchange Rate and Monetary Developments
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The riel continues to appreciate against the dollar. In
November 2004, the riel was traded at 4,035 riels/dollar,
an appreciation of about 1.0 percent compared to the
preceding month. Compared to the same month one year
ago, the riel has depreciated by 0.9 percent.

Riels per US Dollar
(market and official rates)
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Source: National Bank of Cambodia and CDRI
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Riels per Thai Baht and 100 Vietnamese Dong
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The exchange rate between the riel and the Thai baht was 245 T T T e we T
99.1 riels/baht in November 2004, depreciating from 98.7 24.0 91
riels/baht in October. At the same time, the riel continued “Cgon9eIITITILTTITISTE
to lose value against the Vietnamese dong, depreciating 55 5 38 585252 2538 32
. o = = - o
by 1.2 percent to 25.4 riels/100 dongs. rozZzATEE<zZ <®Fea
= = = = Vietnamese dong (left scale)
Thai baht (right scale)
Source: CDRI and the Economist
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According to the monthly monetary survey of the
National Bank of Cambodia, liquidity (M2) through the
banking system continued to maintain its upward trend in
September, although at a slower rate of 0.8 percent
compared to 3.4 percent in the preceding month.
Liquidity expanded to 4,140.4 billion riels in September
2004. This reflects a rise in foreign currency deposits (1
percent to $730.8 million) and a slight increase in riels
deposits (1.1 percent to 3,101.6 billion riels), as well as in
riels outside banks (0.07 percent to 1,038.7 billion riels).

Note: The latest data available are for September 2004 (provisional data) .

Source: National Bank of Cambodia
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External Trade
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Exports of main agricultural products grew by 89.6 percent
to $20.5 million in the third quarter 2004, from $10.8
million in the preceding quarter. The value of exported
wood rose to $4.2 million from $2.8 million, and export of
fish increased to $4.3 million from only $1.2 million. In
addition, exports of rubber products and rice rose sharply,
by 76 percent to $11.6 million and 46.3 percent to $0.5
million, respectively. Compared to one year earlier, exports
of main agricultural products grew by 61 percent. As a
percentage of Cambodia’s total exports, the share of
agriculture rose to about 3 percent, from 2.6 percent.

Exports of Main Agricultural Products

(in millions of dollars)
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Note: The latest data available are for September 2004.
Source: Customs and Excise Department
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Cambodia imported 48.6 billion riels of construction
materials (cement and steel) in the third quarter, 32 percent
less than in the preceding quarter. The import of cement
declined by 5.2 percent to 37.8 billion riels. The value of
steel imports dropped markedly, by 66 percent to 10.8
billion riels, the lowest amount since 2001. This fall was
mainly due to a decrease of 67 percent in the amount of
imported steel between the second and third quarters.
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Note: The latest data available are for September 2004.
(Excluding public sector imports.)
Source: Customs and Excise Department
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According to the Customs and Excise Department,
imported diesel and gasoline amounted to 109.4 billion
riels and 26.4 billion riels, respectively, in the third quarter
2004. Compared to the second quarter, diesel imports
declined marginally by 0.5 percent, and gasoline imports
dropped by 23.5 percent.

Imports of Petroleum Products
(in billion riels)
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Note: The latest data available are for September 2004.
(Excluding public sector imports.)
Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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The Provincial and Rural Infrastructure Project provides
road rehabilitation and maintenance, capacity building and
training and development of improved public policies and
strategies to the people in Kompong Thom, Oddar
Meanchey, Preah Vihear and Siem Reap. The estimated total
cost of this project is $23.32 million, of which $20 million
consists of loans from the World Bank. The schedule of WB
loan disbursements is $2.5 million in 2004, $5 million per
year in 2005-2007, and $2.5 million in 2008.
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In 2004, the budget plan of the Seila Program for
Provincial Investment totalled $11.1 million. Of this
amount, only 4 percent ($0.44 million) was provided by the
government, while the International Fund for Agricultural
Development (IFAD) funded the largest portion (49
percent or $5.4 million), followed by 22 percent ($2.4
million) from the Partnership for Local Governance, a UN-
donor project. The remaining 25 percent ($2.8 million) was
provided by UNICEF, DANIDA, CAAEP (Cambodia
Australia Agricultural Extension Project), WFP and GTZ.

Main Donors to Seila Program for Provincial
Investment in 2004
(in millions of dollars)
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Source: Seila Task Force (January 2004), Annual Work Plan and Budget 2004.
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According to the 2004 budget of the Seila Program for
Provincial Investment, Kampot, Kompong Thom and Prey
Veng were allocated the largest amount for improving
water resources. $1.06 million and $1.03 million were
allocated for medium irrigation systems in Kampot and
Kompong Thom, respectively. In Prey Veng, $0.7 million
was provided for a study of small-scale irrigation.

Budget Plan 2004 of Seila Program for
Provincial Investment on Water Resources
('in millions of dollars)
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Source: Seila Task Force (January 2004), Annual Work Plan and Budget 2004
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National Budget Operations

Current Budget Operations (in billion riels)
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Cambodia’s current budget operated with a surplus of 80 Ejﬁmm
52.4 billion riels in August 2004, rising from 4.9 billion 30 -
riels in July. Generally, there is considerable fluctuation ggg8g8g333ITITLL
on a month to month basis in terms of revenues gnd E %ﬁ g 3 é g g8 § g § 5 B %0
expenditures. The month of August saw a sharp reduction B .
in expenditures and a modest rise in collections. Note: Provisional for January-August 2004.

Source: Ministry of Economy and Finance
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Between July and August 2004, Cambodia’s current | 10 A
budget revenue increased by 9 percent to 163 billion riels. 8388833333333
Télll{( rhevenues.lrl(.)se by 16.5 percent to .121.3 billiorél‘ riels, of E %D & 8 ZZ g g3 s & § 5 Z %ﬂ
which 86.3 billion riels was domestic tax (an 8.4 percent B Customs duties D Non-tax 0 Domestic tax

increase) and 35.1 billion riels was custom duties (2
percent increase). Moreover, non-tax revenues rose by
17.1 percent to 41.7 billion riels over this period. For the
first eight months of 2004, current budget revenues
totalled 1,311.3 billion riels, 62 percent of the target set
by the budget law for 2004.

Note: Provisional for January-August 2004.
Source: Ministry of Economy and Finance
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Current budget expenditure amounted to 110.6 billion 0

riels in August 2004, 23.5 percent lower than in the
preceding month. Of this, non-wage expenditure declined
by 44 percent to 53.6 billion riels. On other hand,
expenditure for wages increased by 15 percent to 57.1
billion riels. From January to August, current budget
expenditure summed to 718.9 billion riels, reaching 38
percent of the 2004 budget law target. Public spending
was 23 percent lower than in the same period of 2003.
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Note: Provisional for January-August 2004.
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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The US economy grew at an annual rate of 3.9 percent in

the third quarter of 2004, largely reflecting an
acceleration in personal and government consumption | 1%
expenditures by 3.5 percent and 1.9 percent, respectively,
according to the Bureau of Economic Analysis. During | g, | [ [ ] AN SEE 5NN Shi

the same period, Japan experienced a growth rate of 3.9 g8 & 3 & & & =z & &
percent driven by external demand. Euro area economic s = = = = = < = 7=
growth slowed to 1.9 percent year on year, in the third

quarter of 2004. Source: Economist, 13—19 Nov. 2004

?SSBGDP Growth in China, Hong Kong and
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In the third quarter of 2004, China’s economy expanded 1
by 9.1 percent year on year. During the same period,
Hong Kong’s economy grew by 7.2 percent from a year
earlier, down from the 10.7 percent growth rate of the
second quarter. However, the government and analysts @China  MHong Kong  OSouth Korea
are confident that the economy is still strong and that the
slowdown represents the SARS outbreak last year. South
Korea’s economy rose by 4.6 percent in the third quarter
of 2004.
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Source: Economist, 13—19 Nov. 2004
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The Singaporean economy grew at a slower rate of 7.5
percent year on year in the third quarter of 2004, 5
percentage points lower than in the previous quarter. The |

0% 4

deceleration was mainly due to a weak domestic and d
external demand, according to Singapore's Department of | <~ ——
Statistics. During the same period, Thailand and Malaysia g g & ¥ g g g g ¢

experienced annual growth rates of 5 percent and 8

percent, respectively.
Source: Economist, 13—19 Nov. 2004
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Inflation Rates in Selected Economic Partners of Cambodia
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Consumer prices in the US slowed to 2.7 percent annual
growth in September 2004, but accelerated to 3.2 percent
in October as a result of higher energy prices. In Japan,
consumer price rises reached zero percent once again in
September and fell by 0.1 percent in October 2004 from a
year earlier, leading the Bank of Japan to maintain its
loose monetary policy. During September, prices in the
euro area rose at annual rate of 2.2 percent.

Inflation Rate in the US, Europe and Japan

(percentage change over previous year)

Note: The latest data available for the euro are for Sep. 2004.
Sources: IMF and Economist, 13—19 Nov. 2004
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In September, consumer prices in China rose 5.2 percent
above a year earlier and 0.2 percent faster than in the
previous month. The Chinese government has tightened
its monetary policy by raising the lending rate (by 0.27
percentage points) to 5.58 percent, the first increase since
July 1995 in an effert to rein in the economy. The
inflation rates in Hong Kong and South Korea in
September rose by 0.7 and 3.9 percent, respectively, from
a year earlier.

Inflation Rate in China, Hong Kong and South
Korea (percentage change over previous year)
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Note: The latest data available are for Sep. 2004.
Sources: IMF and Economist, 13—-19 Nov. 2004
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In September, consumer prices in Singapore rose by 2
percent over the previous year. The rate of increase fell to
1.9 percent year on year in October, largely due to lower
cost of transportation and communication and cheaper
food, according to the Department of Statistics of
Singapore. During September, consumer prices in
Malaysia and Thailand rose by 1.6 percent and 3.6
percent, respectively, over the previous year.

Inflation Rate in Selected ASEAN Countries

(percentage change over previous year)
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Note: The latest data for Malaysia and Thailand are for Sep. 2004.
Sources: IMF and Economist 13—19 Nov. 2004
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Exchange Rates in World Markets
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In November, the US dollar continued to lose value \ P ~
against both the Japanese yen and the euro, trading at | % \
¥105 and €0.77. It is worth noting that the dollar hit a
historic low against the euro and reached a four-and-a- | 07 100

half-year low against the yen. The fall in the dollar was in
part due to reports of a shift of foreign reserve holdings
by China, Russia and Japan into euros. Note: Data are to 29 November 2004.

Source: Federal Reserve Bank of New York
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In November, the South Korean won appreciated against L 774

the US dollar for the seventh consecutive month, to —— South Korean won (left scale)

1,092.29 won/USS$, its highest value since July 1999. | "% 77  —#—tHong Kong dollar (right scale) Y o

During the same period, the Hong Kong dollar continued

its appreciation, by 0.16 percent, to 7.77 HK$/USS. | 100 —————————— 770

Compared to November 2003, the Hong Kong dollar was T % % 2 E Z; I LT % % g 1

0.15 percent lower against the US dollar. 2 ° > - “

Note: Data are to 29 November 2004.
Source: Federal Reserve Bank of New York
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In November 2004, the Thai baht gained against the US
dollar for the fourth consecutive month, to 40.4 baht/USS$. | 38
However, the Bank of Thailand still maintained that the
Thai currency was at an appropriate level and refused to
intervene. The Singapore dollar continued to strengthen, 3 162

1.66
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to 1.65/US$ in November, reaching a six-year high. : 2 £ 5 E E & £ = B & 3 %
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=== Thai baht (left scale) = = = Singaporean dollar (right scale)

Note: Data are to 29 November 2004.
Source: Federal Reserve Bank of New York
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Commodity Prices in World Markets

250 290
S gy wes beogens/ees & bmd.H0HeRs/es6 e N
B o ° l/. ~—T | 270
IHRARARE INNBNEINBTINSWE 1§ Sseaaded / R 5o
rUiePse a1 SURHRRGLUIRS OCMERRS/688 LS o.fa — il 230
3] G o/ No L <} x
sujesiciags // . 210
190 A L 190
In November, the price of first quality rice in the \ 0
. . N

Bangkok international market rose for the second | 170 Rice in Bangkok (left scale) <1
consecutive month to $240/tonne, up from $238.6/tonne = = Soybeans in USA (right scale) S
in October. The rise was mainly due to drought and the | |, 130

Thai baht’s appreciation. During the same period, the
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price of soybeans continued to fall, to about $143/tonne, a 2 2 2 25 2 E 2 38 ;%
decrease of 1.7 percent from a month earlier.

Note: Data are to 29 November 2004.
Sources: FEER and others
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In November, the price of rubber in the Malaysian A \ |
international market rose for the second consecutive | BENE L
month, to $1,311/tonne, an increase of 7.4 percent from | : NI 390
the previous month. At the same time, the price of palm T N

oil edged up slightly, to $375/tonne in November. | 1090 +—
Compared to the same period last year, the price of palm
oil was down by 18.8 percent. R

= = *Rubber in Malaysia (left scale)

Palm oil in Malaysia (right scale)
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Note: Data are to 29 November 2004.
Sources: FEER and others

safiggen WooG sissesm;ss?ﬁds MC.GeRs/ 5o o1ijesie Prices of Crude Oil and Gasoline
0 . o0 42 42
me.opens/ussficsme  slesijssssanmaesudiaes
" e - 39 39
FBRTFRIHRII SHISICERNS 166886808 Press /\ A
ao s - o | 36 36
caR G Senr snscaiteios SHIEARNS $INHHE I~ Y. N
33 . . 33
’ o o ’ o™ & . . N .
8 T ISFINEIWDUINFEHLHEES (1. CRI[ED) 4 ggt;'? /(/ RN N
oo weipenshugaehemates M beus/Rges el | ——v’. 1’
27 — 27
&N 9 K
" 24 - 24
In November, the price of crude oil fell to $34.8/barrel, | 21 21
down from $35.6/barrel in October. This may inpart| 8 8 2 2 2 3 2 3 2 3 2 2 2
be due to global excess supply. According to the é g g 3 s £ §‘ 5 2 %D & B é

Associated Press on November 24, world crude oil
supplies are about 1 percent above global daily ‘ o
consumption (82.4 million barrels). Similarly, the price | ="~~~ Gasoline on US Gulf Coast: cents/litre (right scale)

of gasoline refflected the same trend by declining tO | Note: Data are to 29 November 2004 . Sources: EIA and IEA
32.6 cents/litre in November.

Crude Oil in Dubai: $/barrel (left scale)

Cambodia Development Resource Institute — Page 10



