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Main Economic Activities of Cambodia
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According to the CDC, private investment approvals in
the first quarter 2004 totaled US$ 63.3 million, 42% less
than one year ago. The value of investment approvals in
the garment sector, however, rose sharply to US$ 50
million from US$ 6.5 million. There were no new
investments in the hotel sector, in sharp contrast to the
previous year, when investments totaled US$ 77.8
million.

Fixed Assets Approved* by CDC
(in million US dollars)
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In the first quarter 2004, Cambodia received 254,437
foreign visitors by air, land and boat, 22% more than one
year ago. Of this, the arrivals by land and boat rose by
53% to 96,499 persons, and the arrivals by air by 8.3% to
157,938 persons. For 91% of the visitors, this was a
‘holiday’ trip, while 6% came for ‘business’ and the rest
for ‘other’ reasons.
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Value of construction project approvals in Phnom Penh
increased by 36% to US$ 73 million in the first quarter
2004, compared to the same quarter 2003. Of this,
mansion construction activities grew by 114% to US$ 8.1
million, apartment construction activities by 40% to US$
48.5 million, and other construction activities by 8% to
USS$ 16.3 million.
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Source: Ministry of Tourism
e Value of Construction in Phnom Penh
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Prices and Interest Rates Developments
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In May 2004, the price of gasoline in Phnom Penh rose
sharply by 5.7% to 2,800 riels/litre, up from 2,650

G](;]éiices of Gasoline in Battambang, Siem Reap and
Phnom Penh (riel/litre)
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costs of transportation and communication rose more

slowly by 0.4%, as the price of gasoline remained
stable.

P
riels/litre in April. Similarly, the gasoline price in MM»AWF
Battambang and Siem Reap increased by 5.8% to 2,750 2200 ¢
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Consumer prices in Phnom Penh rose marginally by Z(Z)
0.7% in April 2004, compared to March. While the M EEEEEEEEEEE:
price of food rose at a faster pace (by 1.8%) mainly 2222258582583 5%
due to a sharp increase in beef prices (by 24.3%), the
— All Items = = = Food Tr.&Com

Note: The latest data available is for April 2004.
Source: National Institute of Statistics
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As of March 2004, ACLEDA claimed the highest interest
rate on dollar-loans (24%), compared with 18% charged
both by Foreign Trade bank and Canadia Bank. The
interest rate on riel-loans from ACLEDA and Canadia
Bank was the same at 24%, while at Foreign Trade Bank
it was 18%. Compared to December 2003, the average
interest rate on loans in riel declined from 21.1% to
18.7%, while the cost of dollar-loans remained
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Interest Rate on 12 Month-Loans
(As of March 2004)
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Foreign Trade Bank  Canadia Bank Ltd ACLEDA Bank
of Cambodia Limited

Source: National Institute of Cambodia

unchanged.
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Exchange Rate and Monetary Developments
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According to past trends, the Cambodian riel usually
experiences depreciation at the beginning of the second
quarter each year. The riel was traded at a market rate of
4,020 riels/US dollar in May 2004, a depreciation of
0.5% compared to April. However, compared to the same

month last year, the exchange rate appreciated very
slightly by 0.05%.
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Cambodian Riels per US Dollar
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Source: National Bank of Cambodia and CDRI
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In May 2004, the Combodian riel appreciated by 1% 235 v

against the Thai baht, trading at 100.5 riels/baht, from 250 N - o1
106.5 riels/bath in April. In contrast, the Vietnamese ' r AN 1

dong remained virtually unchanged at 24.7 riels per 100 245 i ) NI i P
dongs in May 2004, compared with 24.6 riels per 100 €ggggz8883333 2
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Cambodian Riels per Thai Baht and 100
Vietnamese Dong

------ Vietnamese dong (left scale)
Thai baht (right scale)

Source: CDRI and the Economist
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According to the NBC, liquidity in the banking system
continued to rise for the eighth consecutive month,
reaching 3,659 billion riels in March 2004, an increase of
2% compared to February. This reflects a rise in foreign
currency deposits (by 2.4%) to US$ 642.5 million,
offsetting a 1.6% drop in the riel-component, which stood
at 1,095 billion riels in March 2004.
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Note: The latest data available is for March 2004.
Source: National Bank of Cambodia

Liquidity through the Banking System

(in billion riels)
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External Trade
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According to Custom and Excise Department, exports of
main agricultural products in the first quarter 2004 grew by
9.5% to US$ 11.3 million, from the same quarter last year.
This was mainly due to an increase in exports of rice (by
124% to US$ 0.7 million). Further, exports of rubber
jumped by 27% to US$ 8 million, while the exports of
wood and fishing products declined significantly by 36.3%
to US$ 1.8 million and by 9% to US$ 0.8 million,
respectively.

Exports of Main Agricultural Products
(in million US dollars)
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Source: Customs and Excise Department
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Imports of Construction Materials
(in billion riels)
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Source: Customs and Excise Department

sg¥sEsISo WOOG ARSI Sk M. 6% B bl IeRSanS
siji slienjuSeERamaE boom 1 seresemLinn S
FUsE s B, 0% 26 90, EENSARSEII 1 EENIBR TS
Ensusag

In the first quarter 2004, the value of gasoline imports fell
by 32.4% to 27.7 billion riels, compared to the last quarter
of 2003. Meanwhile, the value of diesel imports rose by
22.2% to 120.5 billion riels. This figure is based on value
before tax.

Value of Imports of Petroleum Products
(in billion riels)
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Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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According to the CDC, the on-going "Provincial Towns
Road Improvement Project" received US$ 5.8 million
during 2002-2004, for which the ADB provided US$ 2
million (34.5%). US$ 4 million was allocated for 2002 and
2003 with the remaining money earmarked for 2004.

2002-2004 on-going projects

(in million US dollars)
O Provincial
Towns Roads
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Source: Council for the Development of Cambodia
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In the period 2002-2004, US$ 9.8 million was devoted for
the "Provincial Towns Water Supply Project", managed by
Ministry of Industry, Mine and Energy. According to the
plan, US$ 2 million was to be used for 2002, US$ 3.9
million for 2003, and US$ 3.9 million for 2004.

Towns Water
& Mj@ Supply

_ Provincial Towns Water Supply (MIME)

(in million US dollars)
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Source: Council for the Development of Cambodia
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The on-going "Provincial Towns Power Rehabilitation
Project" received an allocation of US$ 24 million,
according to the CDC. Of this, 22.5% (US$ 5.4 million was
raised from the Cambodian National Budget, while the
ADB promised to fund 77.5% (US$ 18.6 million).

Power Rehabilitation-Provincial Towns
(MIME) 2002-2004 on-going projects

(in million USS$)
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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 operations continued to look
healthy, with 78 billion riels surplus in February 2004.
For the period January and February 2004, the budget
surplus reached 275 billion riels, 76% more than one year
ago.
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Current Budget Operations
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* December 2003 and Jan-Feb 2004 provisional
Source: Ministry of Economy and Finance
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In February 2004, current budget revenues amounted to a
total of 146 billion riels. During January-February 2004,
current revenues rose by 32% to 346 billion riels,
compared to the same period in 2003. Custom duties
contributed the largest share of the increase (68%)
followed by domestic tax. Conversely, the revenues from
non-tax collection within the same period dropped by
16% to 73 billion riels.

Current Budget Revenues
(billion riels)
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* December 2003 and Jan-Feb 2004 provisional
Source: Ministry of Economy and Finance
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In February 2004, Cambodia's current expenditures
were 68 billion riels. For the period January and
February 2004, current expenditures reached 70.4
billion riels, 33% less than the same period one year
earlier. Of this, expenditures under General
Administration declined by 76% to 9.8 billion riels,
‘Other Expenditures’ by 49% to 6.6 billion riels, and
expenditures on Defence and Security by 9% to 28

Economic and Social Administration rose sharply by
64% to 3.7 billion riels and by 16% to 22 billion riels,
respectively.
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* December 2003 and Jan-Feb 2004 provisional
billion riels. On the other hand, expenditures under | Source: Ministry of Economy and Finance
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Economic Activity of Selected Ec

onomic Partners of Cambodia
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US GDP grew at an annual rate of 4.9% in the first
quarter of 2004, the fastest pace since the fourth quarter
of 2000, fuelled by consumer spending. The US economy
is expected to grow by 4.7% in 2004 and 3.6% next year,
according to the Economist. Similarly, Japan and the

Euro area also experienced a faster growth rate of 4.7%
and 1.5%, respectively in the first quarter of 2004.

GDP Growth in the US, Europe

and Japan
(percentage change over the previous year)
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Sources: The Economist (May 22-28, 2004)
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In the first quarter of 2004, China’s economic growth
rose by 9.7% over a year earlier, in line with the growth
forecast of 9% to 10% predicted by the Economist.
According to Bloomberg News, a significant increase in
investments boosted China's economic growth. South
Korea’s economy grew at an annual rate of 5.1%, while
in Hong Kong it surged by 6.8% in the first quarter of
2004, over a year earlier.

GDP Growth in China, Hong Kong and
South Korea

(percentage change over the previous year)
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Sources: The Economist (May 22-28, 2004)
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During first quarter of 2004, the Singapore economy
grew by 7.3% over the previous year. The growth was
broadly supported by superior performance in production
of both goods and services, according to the Ministry of
Trade and Industry. Malaysia’s economy also accelerated
to 7.6% in the first quarter of 2004; in contrast Thailand
experienced a slower growth of 6.8%, over the previous
year.

GDP Growth in Some ASEAN Countries

(percentage change over the previous year)
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Sources: The Economist (May 22-28, 2004)
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Inflation rates in Selected Economic Partners of Cambodia
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In March 2004, consumer prices in the US rose to 1.7%
over the previous year, the same rate as that in February.
During the same period, consumer prices in Japan fell by
0.1% from a year earlier. The Bank of Japan has pledged
to keep interest rates at almost zero until consumer prices
stabilize. Consumer prices in the Euro area rose to 1.7%
year-on-year basis in March 2004.
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Inflation Rate in the US, Europe and
Japan
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Sources: IMF and the Economist (May 8-14, 2004)
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according to the Bloomberg News. At the same time,
inflation rates in South Korea rose to 3.1%, while
consumer prices in Hong Kong fell by 2.1%, from a year
ago.

& § 889 Ssmasssgsng% @?S%GG?S&?E <Crp) jﬁéﬁnﬁjs;s% 9 mﬁ(percentage change over the previous year)

Sedsy  nmieSm boo Ekfey U ieaTiasEs 1.6 6t China = = * Hong Kong
o~ b R ° o ev v N = South Korea : :
ﬁnimiiﬁ%%ﬁﬁﬁﬁmﬁn@iﬁm%ﬁj@ﬁ@ GﬁﬁGSE@ﬁﬁﬁﬁU 9 ﬁ““g SN~ L~
TSREUPEE 2 TN TIGEINSI SRS M.o% NEREeY 65T yd V/
RS (4 > & NP /
) ) ) = Y ° — |
i@amssﬂmeﬁemssﬁss-sﬁj B.9% CHjUSSHNNNSEE  $sT T~
) o & 9 o = ] 0%
In March 2004, consumer prices in China rose by 3% | _, ] . - I R SN
over the previous year. This may reflect a significant T A i
growth in money supply (2.1 percentage points faster | s, MY e
than the target rate). In the year to March 2004, consumer
prices in China increased by 2.8%, largely due to a jump | «>— ———— —— — ————
in retail sales which is fuelled by rising incomes, L T § I ¥ Lo I 3 % % %
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Inflation Rate in China, Hong Kong and South
Korea

Sources: IMF and the Economist (May 1-7, 2004)
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In March 2004, consumer prices in Malaysia rose by 1%
year-on-year basis. According to the Department of
Statistics, Malaysia, an increase in CPI was brought about
by a rise in all main items except Clothing and Footwear,
and Furniture, Furnishings and Household Equipment and
Operation. At the same time, inflation rate in Singapore
fell to 1.3%, while in Thailand it rose by 2.3%, the fastest
pace since July 2001.
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Inflation Rate in Selected ASEAN Countries
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Exchange Rate in

the World Markets
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In May 2004, the US dollar rose to an eight-month high
against the Japanese yen, trading at 112.4 yen/dollar, up
from 107.6 yen/dollar in April. This reflects lack of
confidence in Japan’s economic recovery and the
speculation that the US Federal Reserve would raise
interest rates in the near future, according to the Business
Times. Against the euro, the US dollar remained stable at
0.83 euro/USS$ in May 2004, the same rate as in April.
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Sources: The Federal Reserve Bank of New York
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The US dollar continued to strengthen for the seventh
consecutive month against the Hong Kong dollar, to
7.79 HK dollars/US$ in May 2004. The Hong Kong
currency has been under pressure as the US dollar
recovered on expectations of higher interest rates,
according to the Star Online. At the same time, the
South Korean won depreciated by 2.3% over the
previous month, to 1,179 won/USS.
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fell by 1.78%, to 1.71 S$/USS$ compared with 1.68
S$/USS$ in April 2004.
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Most major Asian currencies fell sharply amid talk of a 38 I S TN I
hike in US interest rates. The Thai baht plunged to an )
eight-month low against the US dollar, trading at 40.5 36 166
baht/US$ in May 2004, a depreciation of 2.6% from $§ 53555 %8 'f‘é I 333
the previous month. Meanwhile, the Singapore dollar = - 7 <228 2 8 2 <3

===""Thai baht (left scale) =~ = Singaporean dollar (right scale)

Note: Data is up to 21°, May 2004
Sources: The Federal Reserve Bank of New York
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Commodity Prices in the World Markets

Prices of Rice and Soybeans
(US$/tonne)
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After hitting the lowest level in the past 10 years in 2001, | 230 \)Q/ /
the price of both first quality rice and soybeans in the | 19¢ AN - 190
international market rose for the third consecutive year
ending in mid-May 2004. In the year to mid-May 2004, | 07—+ &>+~ &= + ~ *+ + + r 150
first quality rice was priced at 225.5 US$/tonne, an 838333 & &8 88 ¢g g g
increase of 14.5% compared to the same period last year. o
The price of soybeans also rose by 9.4%, to 250.7 )
: ‘1 * Up tol 7" May 2004
US$/t0nne,.1n the year to mld May 2004, up from 229.1 Sowrce: FEER (April 22, April 15 2004)
US$/tonne in the same period a year ago.
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In the year to mid-May 2004, rubber and palm oil was | 1,150 L 40
traded at 1,009 US$/tonne and 485.7 USS$/tonne, 950 350
respectively in the Malaysia International Market. Rubber 750 L P
prices fell continuously during 1995-1999, resulting in 280
building up of long run rubber stocks, according to the | 550 210
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International Rubber Study Group. However, after 222 222228 8 =
reaching its lowest level in 2001, the price of rubber has S
risen significantly, largely due to a reduction in exports ~ Rubber in Malaysia (left scale)
and output by the three major producing countries, - Palm oil in Malaysia (right scale)
Thailand, Malaysia, and Indonesia.
* Up to 17" May 2004
Source: FEER (April 22, April 15 2004)
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The price of crude oil continued to rise for the third
consecutive month to 33.4 US$/barrel in May 2004, an 15m h o m m m en e o+ o < < < 15
- 0 - : S S s 3S3E 3339
increase of 6.4% from a month earlier. This reflects A R I R R O
fears of terrorist attacks on Middle East oil facilities == 7 <O zA s s 3 <3
anq US gasoline short.ages, accordmg to Chanpel New Crude Ol in Dubai-US$/barrel (left scale)
Asia. At the same time, the price of gasoline also| o o
increased to 34.3 cents/litre, reaching its highest level Gasoline in US Gulf Coast-cents/litre (right scale)
since July 1999.
* Up tol5" May 2004
Sources: EIA and IEA
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