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Main Economic Activities of Cambodia
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After the fourth consecutive year of decline, investment
approvals in the garment sector rose to US$ 74.8 million 40 -
in 2003 from US$ 18 million in 2002, employing 37,659
additional workers, according to the Council for the | 207
Development of Cambodia. It is worth noting that the
foreign share to investment in garment sector was only
28% (US$ 20.7 million) in 2003.
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Source: Council for the Development of Cambodia
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The total number of international arrivals at both Phnom
Penh Airport and Siem Reap Airport declined by 10.8%
to 479,310 persons in 2003, down from 537,227 persons
in 2002, the first decline in the past 5 years. This was
largely due to a temporary closure of the Cambodia-

Thailand border, SARS outbreak, growing concerns & &8 & & & & § & &g
related to the third general elections in the country, and

global uncertainties. Source: Ministry of Tourism
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After a slight recovery in 2002, construction activities
appeared to stagnate once again, in 2003. According to
the Department of Cadastre and Geography of the
Municipality of Phnom Penh, 717 projects were approved
for construction in the city- a drop of 7.4% over the year.
Of this, 141 projects were for house construction, 493 for
apartment construction, and 83 projects for "other
construction" activities.
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Source: Department of Cadastre and Geography of the Municipality
of Phnom Penh
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Prices and Interest Rates Developments
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After holding steady for the fifth consecutive month, the
price of gasoline rose to 2,500 riels/litre in January 2004,
an increase of 4.2% from the previous month. The price
of second quality rice continued to fall, reaching 925
riels/kg-down from 958 riels/kg in the previous month.
Compared to the same month last year, the price of
gasoline climbed by 8.7%, while the price of second
quality rice grew moderately by 1.6%.
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In December 2003, consumer prices in Phnom Penh
continued to fall for the second consecutive month, by
0.1% compared to November 2003. For 2003 as a
whole, the inflation rate was 1.15%. Compared to
2002, consumer prices grew more slowly, mainly due
to sluggish housing prices.

Consumer Price Index
(July-December 2000 = 100)

106

104

102

100

-t N e T o

98

96

94

92

90

Dec-02

Jan-03

C— ALl Ttems = = " Food

Feb-03
Mar-03
Apr-03
May-03
Jun-03
Jul-03

Aug-03
Sep-03
Oct-03

Nov-03

Tr.&Com.

Note: The latest data available is for December 2003.
Source: National Institute of Statistics
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The price of gold in Phnom Penh continued to rise,
reaching 44.4 US$/chi in the fourth quarter 2003, an
increase of 7% from the previous quarter. For 2003 as
a whole, gold was priced at 41.4 US$/chi, 4.6 US$
higher than in 2002. The higher gold price is largely
due to a sharp fall in the US dollar.

Gold Price in Phnom Penh City

(US$ per Chi)
46

)
. /
40 /

38

f

-~

36 / —0—Gold Price

32

30

01Q4

02Q1

02Q2
02Q3 1
02Q4
03Q1

Source: Ministry of Economy and Finance

03Q2
03Q3

03Q4

Cambodia Development Resource Institute — Page 2



Cambodia Economic Flash Report - February 2004

2 a
@namms-s@gspﬁsegswsg

Exchange Rate and Monetary Developments
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Source: CDRI and the Economist
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After appreciating in value against the US dollar for the L o=r -
fourth consecutive month, the Cambodian riel held steady
at 3,993 riels/US dollar in January 2004-the same rate as | 3900
in December 2003. Compared to one year ago, the riel
depreciated by 1.2%. Going by past trends, the exchange
rate in February would be slightly higher than in January. 3,850
8888388888888 3
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Market rates = = = Official rates
Source: National Bank of Cambodia and CDRI
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In January 2004, the Cambodian riel was trading at 102 )55 = = < N 91
riels/baht and 24.7 riels per 100 dong. Compared to the “ [ o7
same month last year, the riel depreciated by 10.6% 250 8 + 4L
against the Thai Baht, but appreciated by 3.3% against 245 83
the Vietnamese dong. On month-on-month basis, the riel % § 2 g E % g %D SQ S 8> % 5;
depreciated slightly against both the currencies. S 2222233828 =

Vietnamese dong (left scale)
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In November 2003, total liquidity (M2) reached 3,206
billion riels, an increase of 4% compared to October
2003. Of this, foreign currency deposits amounted to
2,231 billion riels (560 million US$), and the riel
component to 975 billion riels. The foreign currency
deposits rose by 5.2% (the highest monthly rate in the 3
month-period ending in November 2003), while the riel
component expanded by 1.3%, compared to October
2003.

3,500

(in billion riels)

Money Supply through the Banking System

3,000
2,500
2,000
1,500
1,000
500 A

B Money and Time and Saving Deposit

OForeign Currency Deposits

Nov-02

Dec-02 A

Jan-03 -

Feb-03
Mar-03 -
Apr-03 -
May-03 A
Jun-03 -
Jul-03 -
Aug-03 -
Sep-03 A
Oct-03 A

Note: The latest data available is for November 2003.
Source: National Bank of Cambodia

Nov-03

Cambodia Development Resource Institute — Page 3



Cambodia Economic Flash Report - February 2004

MRIHLeIILIRcs
v vé

External Trade
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Cambodia's exports have increased significantly since 600 1
1998, reaching US$ 1,708 million in 2003-an increase of
17.5% over 2002. In 2003 the proportion of clothing in | 300
total exports was the largest (93%), followed by shoes
(2%), and fishing products (2%). Cambodia's exports may
face hard competition against China, as production costs in
the garments industry in Cambodia are about 25% higher,
according to a recent study (James Brooke, 2003).
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Source: Customs and Excise Department
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Cambodia's imports have risen gradually since 1998, 900 1
reaching US$ 1,825.9 million in 2003. The largest share
went to diesel imports (14.4%), followed by cigarettes 6001
(9.2%) and cement (4.9%). Taxable goods accounted for 300 1
only 41%o0f total imports. 0-

— — — —_ —_ (] [\ (] N
Source: Customs and Excise Department

igigiboom Sigasigaidjusm ¢mo.cmimnsifn Uifs &% Value of Imports on Energy

(in billion riels )
iijushgibool 4 puirinmuEitn ivsisuigitn ome.d

maansif yife bege tgjusugibook v Rathdiman |

500 OGasoline B Diesel

NGaIEUme MAG.E00Ns DIMSIEINS 909.£001N8

o 400
igigiboom ¢

300 1

The value of diesel imports increased by 9% to 430.8 200 1
billion riels in 2003, compared to 2002. During the same
period, gasoline imports were worth 131.6 billion riels,
an increase of 29.5% compared to 2002. In terms of 0-
volume, diesel and gasoline imports in 2003 amounted
to 378,500 tonnes and 101,900 tonnes, respectively.
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Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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Investments of US$ 178 million have been planned in the
"Water Resource and Sanitation" sector for the period ONew
2002-2004. Of this, on-going projects account for US$ 123 Projects

million (69%), and new projects for US$ 55 million (31%).
Much of this has gone to the irrigation sector to enable
double cropping and promote modern agriculture.

Source: Council for the Development of Cambodia

- o e - . AusAid Planned Investment
NSWHENU AusAid aintigighgmitemiisitmegiboo- 2002-2004

B00G WS 9C.CANSEANI fNS: 90.bAnsHANIESNUindH

ffnY 84 meanstanidniidwoyeiy (g mAgimimn 9

nGnmATSia o.AmsganRdnGmInRig SnRumuEg | HSocial Sector

O Economic

AusAid support to investment plans over 2002-2004 Sector

amounts to US$ 14.4 million. Of this, US$ 10.2 million is

. . . O, ]
allocated for improving agriculture, and US$ 3.5 million is Infrastructure

for the social sector (e.g. immunization). The remaining Sector
allocation (US$ 0.7 million) is for infrastructure
development.
Source: Council for the Development of Cambodia
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During 2002-2004, planned investments in development
management and governance were US$ 77.8 million. The 0
overall objective is to provide leadership in processes of
! P b b 2002 2003 2004

development planning, programming and implementation
of programs. However, the Cambodian government and its
external partners have so far committed only US$ 35
million (45%). The remaining amount is expected to be met
by additional Official Development Assistance.

B Development Management and Govemance

Source: Council for the Development of Cambodia
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National Budget Operations
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In October 2003, Cambodia's current budget surplus
amounted to 35 billion riels. During January-October
2003, current budget operations produced a surplus of
154 billion riels, 72% of the target set by the Budget Law,
which aims to achieve a surplus of 215 billion riels for
the period January-October 2003.

Current Budget Operations
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Source: Ministry of Economy and Finance

gnpusimeigms odmannsiin isiiesan boom 1uju
Sutegumgiys Snpufimuigiisns bow wendRithuan
SNNUNgRNIANSIRSIGEWNTY SN MITUITRRET
Meifish d.m%is B 191F1088d B 99.0%i51FIN009
83 ob.Grigigibool 4 igigkoon phAmmmsingmi
st ajigiiEn oc%-otw I8 B

Current budget revenues of 157 billion riels were
collected in October 2003. Compared to the same period
last year, current revenues rose by 21%, mainly due to a
doubling of domestic tax revenues. Cambodia's total
revenues rose from 8.3% of GDP in 1998 to 11.7% in
2001, and reaching 12.4% in 2002. The government plans
to raise revenues to 14%-15% of GDP by 2007.
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Budget Revenues
billion riels)

B ystoms duties

Oct-03

ONon-tax ODomestic tax

Source: Ministry of Economy and Finance
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Current budget expenditures in October 2003 was 122
billion riels. Expenditures on defence and security,
general administration, and social administration
increased by 13.6%, 12.4%, and 11.3%, respectively,
while expenditures on economic administration doubled
compared to October 2002. In the year to October 2003,
current budget expenditures reached 1,179 billion riels,
67% of the target set by the budget law.
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Economic Activity of Selected Economic Partners of Cambodia
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In November 2003, industrial production in the US and ° \ / \ Y / .
the Euro area grew by 1.4% and 2.4%, respectively on an | oy v > r—Ar—
annual basis. Industrial growth rate in Japan was 2.4% in o~ \
the same period, while it was 0,8% compared to October | 2%
2003. This month-to-month growth is considered to be a | _,,
sign of recovery, according to the Ministry of Economy. SUNE s SN B« B B SO S SN s« B s B B
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Sources: The Economist
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Over the one year period ending in November 2003, 5% ~ . : s - T -
China's industrial production expanded by 17.9%. In " Soe N .
contrast, South Korea's industrial production contracted ’ A o
by 3.9%, the first decline in the last 24 months. This | % China South Korea
implies a large drop in consumer and corporate spending, ‘ ‘ ‘ ‘ ‘
according to South Korean government sources. ™Y e 5 3 2 s 3 5 3 3 3 3 =
Sources: The Economist
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In November 2003, annual industrial production in L ' o !
Malaysia grew by 11.7%, broken down as follows: ’ v A |
manufacturing sector (14.9%), the electricity sector | -5% 7| =Malaysia ]
(1.7%), and the mining sector (1.6%), according to the | . J| = 7 7 Singapore v’
Department of Statistics, Malaysia. During the same T Th‘a“a“d
period, industrial production in Thailand and Singapore | -15%Z— — o o
rose by 7.4% and 7.7%, respectively. I3 2L L% I 5L %3
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Sources: The Economist
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Inflation rates in Selected Economic Partners of Cambodia
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US inflation rate fell to 1.8% in November 2003 on a [ T~
year-on-year basis, despite an acceleration in economic
growth. According to the Sydney Morning Herald News,
cheaper petrol, clothes and airline fares pulled the price
level down. At the same time, the inflation rate in the
Euro area quickened to 2.2%, while Japan experienced a
price fall of 0.5%.
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In November 2003, consumer prices in China rose by | |1 .r-+*. .
3.0% over the past 12 months, the fastest pace in the last L R L.
7 years. Meanwhile, deflationary pressures in Hong Kong | ., J P T ong Kon; +-7°
continued to ease off with a 2.3% price fall in November e 1t Korea
compared to a 2.7% fall in October. This was mainly due | -s%
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to increases in the price of clothing and footwear,
according to the Business Times.
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Sources: IMF and the Economist
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In November 2003, consumer prices in Singapore rose by | ., & N .
0.6% over the past 12 months, the same rate as in October d
2003, while food prices moved faster, at 2.2%. Malaysian | |, - - - g’{alaySia
inflation slowed to 1.1% in November 2003, while in Tl
Thailand, it was 1.8%. 0 [ ]

Sources: IMF and the Economist
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Exchange Rate in the World Markets
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As of January 2004, the US dollar continued to depreciate | ., ~N\ ‘ ' e
against both the Japanese yen and the Euro, amid \ \// NG L 1o
concerns about huge US trade and budget deficits. It hita | 08 \' N
new record low against the Euro (at 0.79 euro/dollar), and | ., NG 105
a 42-month low against the Japanese yen (at 106.4
yen/dollar). It seemed the US government remains | 075 — — — — — — — — — — — — 10
unconcerned about the drop in the value of its currency, FEE R - A
in the hope of boosting exports to drive economic ez 2T < ez e
recovery, BBC News reported. Sources: The Economist and the Fed

mysiwigusny  weugmifiipna;wiggems | South Korean Won and Hong Kong Dollar

- i - . | Against the US Dollar
fImn imtﬁfﬂSmﬁiﬁmiﬁismSﬂﬂS@ﬂoﬂimﬁﬁﬁimigﬁﬁﬂ 1380 s
B00G 1 TENUYANUEISE DANIUMAMISHBSMWMSHE | 50 784
ur cLAdgiusm/ganr US  arimiethimumidits | 130 782
[mAlsHsuEgRiE 0.8 8 o.o0b}s/gannsitayan | Y ) 7
. . \ 1220 N 778
BO00C 15jush 9.08kis/ganiglieys / —
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The Hong Kong Monetary Authority continued its | 1,140 7.74
efforts to stabilise the Hong Kong currency by selling | |, f .
several billion HK dollars in January 2004. As a result, S 233823838 323838333
2 & 5 B = g B o 2 8 oz 2 =
the Hong Kong dollar held steady at 7.76 HK 2232 E22 2838 %84
dollar/US$ for the third consecutive month. The South 5 South Korean won (ef )
Korean won strengthened by 0.5% to 1,186 won/US$ < The B ,H"“gdK‘;i‘g;"lE”“ght“ﬂe)
in January 2004, from 1,192 won/US$ in the preceding | >°W¢* 1he beonomistandthe Fe
month.

ifiggnnbood iymwnsysigaemismie Banius idjuiy Thai Baht and Singaporean Dollar Against

USBSRSHEIANIGHITIWYING  9.9E0ANIEYTI/8ANIUS 1 the US Dollar

BANIUS  USESIENWSHIBHMAMRISINWYING  ME, O * e
/8ans 15708h mé.Ama/ganmeiite boom 1 puitu:og | 182
BRIUS 15318 B, 8% saisuBaniGy Tl 5 o e smBumnisy | * s
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After depreciating for the third consecutive month, the “ A N F N i
US dollar strengthened slightly against the Singapore | , I~ r - N e L7
dollar, reaching 1.69S$/US$ in January 2004, ' \_
compared to December 2003. The US dollar continued | 3 N L0
to weaken against the Thai baht, dropping to 39.1

baht/US$ in January 2004, from 39.7 baht/USS in | *2 & & = £ & = = & = = = =
December 2003. Over the year, the US dollar 5 8 5 & § 5% 2 § & z% 3 5
depreciated by 2.5% against the Singapore dollar, and e Thi bt (ft sle)

8.5% against the Thai baht. = = = Singaporcan dollar (right scalc)

Sources: The Economist and the Fed
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Commodity Prices in the World Markets
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Prices of Rice and Soybeans

cents/litre, from 23 cents/litre a month earlier.

Crude Oil in Dubai-US$/barrel (left scale)

Note: Data is up to 19th, January 2003

Sources: IMF, EIA and IEA

(US$/tonne)
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In January 2004, the price of first quality rice in the | % 190
Bangkok international market continued to rise to 212.3
US$/tonne, hitting a 4-year high. At the same time, the 170 19 ™ Rice in Bangkok (left scale) 170
price of soybeans increased by 4.8% to 225 US$/tonne, = = " Soybeans in USA (right scale)
up from 212.7 US$/tonne in December 2003. Compared 150 ‘ ‘ ‘ ‘ | ! 150
to January 2003, the price of first quality rice rose by 2 3838338883383 g3
5.2%, but the price of soybeans fell by 1%. E3 &k § ERE %D g 8 § g E
Note: Data is up to 19th, January 2003
Source: FEER
igitsunn WooG ItimaisiGnningithfisivhig@idjune Prices of R?[}’Sg/er al)ld Palm Oil
b o ! tonne
o.BemEani/ims ufiials 9.0%iujusiies Boom 1 1{MuT | 1w
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In January 2004, the price of rubber in the Malaysia " [
. . 9:
International Market rose to 1,243 US$/tonne, an increase Y )
of 1.8% from December 2003. After rising for the fourth | ™ * 7 "Rubber in Malaysia (left scalc) 270
consecutive month, the price of palm oil fell by 4.5% to $10 —\Pah\n oil iT Mala‘ysia (r‘ight sc‘ale) ‘—
457 US$/tonne in January 2004, from 478 US$/tonne in | ™ . & 2
the preceding month. Compared to January 2003, rubber £ : f 2 F :E 2 2 5 3 : &
and palm oil prices climbed by 42.5% and 6%,
respectively. Note: Data is up to 19th, January 2003
Source: FEER
igliesnn WooG pwEugigHigciethiman b bEans Prices of Crude Oil and Gasoline
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The price of crude oil kept rising for the fourth | 2 . 21
consecutive month to 28.2 US$/barrel in January 2004, | ¢ L 18
up from 27.8 US$/barrel in December 2003. This was
buoyed by a positive forecast for world economic lsm o  r o m n o o n e ot 15
recovery, tight US oil stocks, and a weak US dollar. C:E, % ; 2 ; Og S: z,) T% % E E Cé
The price of gasoline also increased, by 15.4% to 26.2 -2 < s 5T <@ 0z Ao

Gasoline in US Gulf Coast-cents/litre (right scale)
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