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Main Economic Activities of Cambodia
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In the third quarter of 2003, total investment in the
service sector was worth US$ 4.84 million, representing a
sharp drop from quarter 2 . During January-August 2003,
total investment amounted to US$ 131 million (25.6%
more than in the same period 2002). Investment in the
hotel sector accounted for US$ 82.6 million (63%), the
tourism sector for US$ 5 million (3.8%) and "others" for
USS$ 43.5 million (33.2%).
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According to the Ministry of Tourism, the number of
international arrivals at Phnom Penh international airport
fell for the second consecutive month, to 20,502 persons
in October 2003, from 21,964 persons in September. The
number of international arrivals at Siem Reap airport
continued to rise for the fifth consecutive month, to
15,314 persons in October 2003. Compared to October
2002, the total number of international arrivals dropped
by 16% to 35,816 persons over the course of the year.
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Note: The latest data available is for October 2003
Source: Ministry of Tourism
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Credit provided by commercial banks for the construction
sector was worth US$ 53.6 million in the third quarter of
2003, up from US$ 51 million in the second quarter.
Compared to the same quarter in 2002, credit going to
construction activities marked a sharp jump by 191%.
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Prices and Interest Rates Developments
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In December 2003, the price of gasoline remained
constant at 2,400 riel/litre, compared to November. At
the same time, the price of second quality rice fell to 958
riels’kg, from 1,036.6 riels’kg in November 2003.
Compared to December 2002, however, it was 6.5%
higher.
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According to the National Institute of Statistics,
consumer prices in Phnom Penh remained almost static
between October and November 2003, declining by
just 0.1%. Food prices fell by 0.1%, while
transportation and communication costs rose by 0.8%.
Compared to the same period in 2002, consumer prices
in Phnom Penh rose by 0.5%, food prices by 0.1% and
transportation and communication costs by 5.5%.
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As of September of 2003, ACLEDA continued to
charge a higher interest rate on loans, both in riel and
US dollars, compared to e.g. Canadia Bank and
Foreign Trade Bank, charging 36% on riel loan, and
24% on loans in US dollars.

Interest Rate Loans
(As of September 2003)
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In December 2003, the Cambodian riel continued to
strengthen against the US dollar for the fourth
consecutive month, trading at a market rate of 3,993.4
riels/US dollar. This is likely to reflect a tight monetary
policy since mid-2003. Compared to December 2002,
however, the riel depreciated slightly by 1.3%.

Cambodian Riels per US Dollar
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The Cambodian riel depreciated marginally by 0.3%
against the Thai Baht in December 2003 compared to the
preceding month, trading at 100.5 riels/baht.At the same
time, the riel remained mostly unchanged against the
Vietnamese dong. For 2003 as a whole, the riel was
traded at 96.2 riels/baht and 25.3 riels per 100 dong.
Compared to 2002, the riel depreciated by 5.3% against
the Thai baht, but appreciated by 1.7% against the
Vietnamese dong.
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Total liquidity continued to rise for the third consecutive
month to 3,084 billion riels in October 2003, up from
3,006 billion riels in September. This reflects a rise in
foreign currency deposits by 4.3%, reaching 2,122 billion
riels (US$ 532 million) in October 2003. In contrast, the
riel component fell marginally by 0.1%.

Money Supply through the Banking System
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External Trade
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During the first half of 2003, Cambodia's exports to 40 1
Vietnam were worth US$ 15.6 million, and Cambodia's

imports from Vietnam were worth US$ 52.28 million, 20 1
according to the Custom and Excise Department. Since O,._

1999, Cambodia has gradually increased its exports to S & & 8 8 g g &
Vietnam. Cambodia's export to Vietnam in 2003 may have - - - T T s

crossed US$ 33 million. B Cambodia Export O Cambodia Import

* Up to June 2003

Source: Customs and Excise Department

igiigsan Boom A ENSIEUEARETIRSEN 90m.0d&ime Imports of Construction Materials
! ! Y a (thousand tonnes )

nigngigms c.abbins 1 fisynn-§an boom HEksiuw

130 30
w8 ddd.domims Buigngigums cb.ogams | 15ju8i 110 \ ’s
UIINESIMEES HERsIBIRg 0.6%. NiBRsisUNATS 90 // \\ A 20
— N /
O, 0% 70 15
50 D ME \ 10
30+ - T
In October 2003, the amount of cement imports into 0 T r 1 ) o
Cambodia reached 103,169 tonnes and steel imports 8982333833838 83
were 4,722 tonnes. During January-October 2003, 8§28 58 & % § 52258
cement and steel imports amounted to 777,763 tonnes
and 42,698 tonnes, respectively. Compared to the same |  ..... (ijmle?t (%letﬁ Scfl)e)
iod in 2002, cement imports rose by 0.4%, while steel s neT s
pCI‘IO ’ N P y 070, Note: The latest data available is for October 2003.
mmports fell by 15.6%. Source: Customs and Excise Department
igiiesnn boom AythiEES Bo.dobims By aiy Imports of Energy
! i Y Y (thousand tonnes )
90.6¢01Ns 1 Higunn-Han Boom HdHsiuwNe o ’s
M90.6001NS &t witsiuwng de.goonns y mafiins 5
20
o.t% B4 bm.ee 1juom iTiguBununugemeiys 1 40 //\\ NI
PRIN N . F 15
30 7 B 7
HHE AN
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diesel and gasoline in October 2003. In the year to
October 2003, diesel and gasoline imports were 310,400 0 N 0
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Note: The latest data available is for October 2003.
Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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According to the Council for the Development of
Cambodia, investments in "Environment and
Conservation" were planned at US$ 44.64 million for the
period 2002-2004. Of this, US$ 32.23 million was in the
form of technical assistance projects, and the remainder
US$ 12.41 million was for capital investment projects. For
this, the Royal Government of Cambodia has committed
USS$ 0.7 million, and Cambodia's external partners US$ 26
million. The rest of US$ 17.8 million will be derived from
Official Development Assistance .

Planned Investment in Environment and
Conservation 2002-2004

B Capital Investment
Projects

O Technical Assistance
Projects

Source: Council for the Development of Cambodia
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Denmark has committed US$ 7.8 million for financing
investments in Cambodia planned for the period 2002-
2004. Of this, just US$ 1 million was earmarked for

investment in the "Economic Sector", and US$ 6.8 million
for investment in "Other Cross Sector".

Denmark Planned Investment
2002-2004

B Economic
Sector

B Other Cross
Sector

Source: Council for the Development of Cambodia
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The target of the Royal Government of Cambodia is to
invest US$ 44.3 million in "Power and Electricity" for the
period 2002-2004. Of this, US$ 18.9 million was meant for
the year 2002, US$ 12.9 million for 2003, and US$ 7.5
million for 2004, according to the Council for the
Development of Cambodia.

Planned Investment in

Power and Electricity 2002-2004
(million USS$)
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Source: Council for the Development of Cambodia

Cambodia Development Resource Institute — Page 5




Cambodia Economic Flash Report - January 2004

msssassgé’s%mﬁz%

National Budget Operations
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In contrast to the third quarter 2002, when there was a
budget surplus of 64 billion riels, the national budget
showed a deficit of 24 billion riels in the third quarter
2003. This reflects an increase in current expenditures
(423 billion riels in the third quarter 2003), and a large
decline in current revenues (399 billion riels in the third
quarter 2003).

Current Budget Operations
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Current budget revenues rose to 399 billion riels in the
third quarter 2003, up from 377 billion riels in the second
quarter. Non-tax revenue, the largest share of current
revenue, increased by 40,5% compared to the second
quarter 2003, but fell by 12.4%, compared to the same
period last year. It may be noted that domestic tax and
customs duties dropped by 21% and 12% respectively,
compared to the third quarter 2002.

Current Budget Revenue
(billion riels)

02Q2
02Q3
02Q4
03Q1
03Q2
03Q3

B Domestic tax [ENon-tax [OCustoms duties

Source: Ministry of Economy and Finance

iglienn-Agn boom Samedimuigidiugn commaans
1wy A.gegitufimute 1 ifnesgauminifnises
snmu s ogumh wgaesumImIni, 1RMugisl, immaly
fi SurguiEie 1 SamwEimuiging de i0iwjuSumnn:

INUEEMEILoO.

In July-September 2003, current budget expenditures
reached 423 billion riels, 7.8% more than in the second
quarter. This reflects an increase in major expenditure
categories like Defence and Security, General
Administration, Social Administration and Economic
Administration. Current budget expenditures also grew
by 8%, compared to the same period in 2002.

Current Budget Expenditures
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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 3.5% in the
third quarter of 2003. Consumers, enriched by President
George W. Bush's 350 billion dollar tax cut and super-
low interest rates, splashed out in the quarter and drove
economic growth to its fastest rate in the last 7 quarters,
according to Channel News Asia. In contrast, the Euro
area and Japan experienced a low level of growth at 0.3%
and 1.8%, respectively, in the same period.

GDP Growth in the US, Europe

and Japan
(percentage change over the previous year)
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China's GDP edged up to 9.1% year-on-year in the third
quarter of 2003, 2.4 percentage points higher than in the
second quarter. The main reason for the recovery lies in
rapid expansion of the service sector, with an increase of
7.6% in the third quarter. South Korea's economy rose by
2.3% during the same period, while Hong Kong
experienced 4% growth, after a 0.5% contraction in the
second quarter.

GDP Growth in China and Hong Kong
South Korea

(percentage change over the previous year)
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Thailand's economy grew at a faster rate in the third
quarter 2003, by 6.5%, up from 5.8% in the second
quarter. According to the National Economic and Social
Development Board (NESDB), private investment and
consumption were the main drivers of the growth. The
Singapore economy grew by 1.7% in the third quarter on
an annual basis, faster than the earlier government
estimate of 1% growth. Malaysia's economy expanded by
an annualised rate of 3.5% in the third quarter of 2003.

GDP Growth in Some ASEAN Countries
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Inflation rates in Selected Economic Partners of Cambodia
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In October 2003, the US inflation rate slowed to 2.0%.
Japanese consumer prices reached zero percent showing
signs of easing of deflationary pressures this year. This
was prompted mainly by rising medical costs in
unwelcome news for struggling households, according to
the Business Breaking News. At the same time, the
inflation rate in the Euro area rose by 2.0%, 0.1
percentage point slower than in the preceding month.

Inflation Rate in the US, Europe
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Consumer prices in Hong Kong fell by 2.7% in October
2003, from that of a year ago. This was the 60th
consecutive month of price decline. The inflation rate in

China continued to accelerate to 1.8% in October 2003,
mainly due to a rise in food prices.

Inflation Rate in China, Hong Kong and
South Korea
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In October 2003, Singapore consumer prices rose by
0.6% over a year earlier, 0.1 percentage point lower than

in September. Consumer prices in Malaysia and Thailand
rose to 1.3% and 1.2% in October 2003

Inflation Rate in Selected ASEAN Countries

(percentage change over the previous year)

3%
20, / N
ys\/ ~— N
\ 4>‘
1% PE ~
N . L -
I e r .
0% plog— v . L
-y
——Malaysia
-1% = = ™ Singapore
Thailand
1 ]
(] [} o o [sa} [sa} o© © [sa} o (s} © [sa]
T 9 % 2 23T 2T 2 2 =2 9 <2 <
b3 = 9 i=1 =] -] = > =} = on o, b33
s 2 & 2 & 2 £ § 2 5 2 459
Sources: IMF and the Economist

Note: The latest data available is for October 2003.
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In December 2003, the US dollar continued to weaken for
the fourth consecutive month against the Japanese Yen
falling to 107.7 yen/dollar, a depreciation of 0.3%
compared to November. Similarly, the US dollar slid by
5.3% to 0.81 Euro/dollar in December 2003 from 0.85
Euro/dollar in November. According to the Daily Foreign
Exchange report, the dollar's weakness against major
currencies in 2003 was mainly due to a weak economy,
and large budget deficits.
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In December 2003, the Hong Kong dollar remained
unchanged against the US dollar, trading at 7.76HK
dollar/USS$. South Korean won continued to weaken to
1,192.4 won/US$, a depreciation of 0.5% from
November. In 2003 as whole, the Hong Kong dollar
and South Korea won were traded at 7.79 HK
dollar/US$ and 1,221.8 won/US$, an appreciation of

0.08% and 2.3%, respectively, against the US dollar
over the course of the year.
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The Thai Baht continued to strengthen marginally by
0.5% to 39.73 baht/USS$ in December 2003. Compared
to the same month in 2002, the Thai Baht appreciated
by 4% against the US dollar. After holding steady at
1.73 S$/US$ for the second consecutive month, the
Singapore dollar gained in value by 2.8% to 1.68
S$/US in December compared to the preceding month.
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Cambodia Economic Flash Report - January 2004

EIRIINF R BRENEBRFRINRISES
Commodity Prices in the World Markets
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In December 2003, the price of first quality rice in the
Bangkok international market rose by 1.7% to 197.7
US$/tonne, up from 194.3 US$/tonne in November. The
price of soybeans continued to fall for the second
consecutive month to 212.7US$/tonne in December 2003,
USS$ 11.2 below the price in December last year. In 2003
as a whole, the price of first quality rice and soybean
were 197.8 US$/tonne and 227 US$/tonne, 2.8% and
11%, higher than in 2002.

Prices of Rice and Soybeans
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After rising for the fourth consecutive month, the price of
rubber in the Malaysia International Market fell by 11.8%
to 1,221 US$/tonne in December 2003, down from 1,385
US$/tonne in November. At the same time, the price of
palm oil continued to rise for the fourth consecutive
month to 478 US$/tonne, an increase of 3.4% from the
previous month. In 2003 as a whole, rubber and palm oil
were priced at 905.8 US$/tonne and 379.2 US$/tonne, an

increase of 17.4% and 4.7%, respectively compared to
2002.

Prices of Rubber and Palm Oil
(US$/tonne)
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Crude oil prices continued to rise for the third
consecutive month, by 2.7% to 27.8 US$/barrel in
December 2003, from 27 US$/barrel in November.
The upward pressure on the oil price is expected to
continue in 2004 as the Chinese economy continues to
grow, according to Business Times. The price of
gasoline also rose to 22.7 cents/litre, 6% higher than in
the preceding month.

Prices of Crude Oil and Gasoline
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