ISSN 1810-6358

SRANEHINBAWERMD R {PISEISSLNHASYRAL

Cambodia Development Resource Institute

USHARNS Y REREREHEL

Flash Report on the Cambodian Economy

38557 O0EG / May 2004

55515263 tel ) %sgmn?zj/ Dr. Kang Chandararot Giﬁiﬁjgg i’éﬁ 55552511 / Ms. Pon Dorina
2CRECIC E gﬁﬁﬁ;ﬁ /  Mr. Tong Kim Sun ﬁ@ga 3555 égﬁ?ﬁ% / Ms. Ouch Chandarany
o A
froey g

Phnom Penh, Cambodia



Cambodia Economic Flash Report - May 2004
SRS ENACS T RS OINVIBEHEE

Main Economic Activities of Cambodia
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During January-February 2004, fixed assets approved by 15.0
the CDC was worth US$ 42.4 million. Of this, investment 10.0
in the garment sector accounted for the lion's share (US$ 3 'g |
30 million), up from US$ 4 million in the corresponding '
period last year. New project approvals in the garment
sector rose by 125% to US$ 9 million over the same
period. Moreover, approvals for expansion of projects
reached US$ 21 million, from nil a year ago.
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* Up to February 2004, Including expansion project
Source: Council for the Development of Cambodia
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The number of international arrivals at Phnom Penh " \ /\\/ /
international airport continued to fall for the third
consecutive month, dropping to 25,602 persons in | 15
February 2004, from 27,767 persons in January. After | ,, \
continuously increasing for nine consecutive months, the
number of international arrivals at Siem Reap airport ’
dropped by 25% to 25,231 persons in February 2004 over | ¢ +—F—F""—"FT—"F—"——7"—"—"—T1T—7T1T71
January. Compared to the same period last year, the total T2 L L L ¥ OR:ELIOZOEOZ
number of international arrivals at Phnom Penh S R

international airport declined slightly by 3.7% while that
at Siem Reap airport rose by 4%.

Source: Ministry of Tourism
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According to the Department of Cadastre and Geography
of the Municipality of Phnom Penh, the number of
project approvals for construction in Phnom Penh
dropped by 13% to 72 projects in February 2004,
compared to January. Of this, 53 projects were for

apartment  construction, 14 projects for house S 3 3 3 3 8§ 3 38 8 8 38 3 I
construction, and 5 projects for other construction. 2 E 2552 2 583 2 58

Compared to February 2003, however, the number of

approvals rose by 56.5% B Houses O Apartments [OOthers
. 0.

Source: Department of Cadastre and Geography of the Municipality of
Phnom Penh
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Prices and Interest Rate Developments
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During March-April 2004, the gasoline price in Phnom
Penh remained unchanged at 2,650 riels/litre, while the
price of gasoline in Battambang and Siem Reap rose by
4% (100 riels) to 2,600 riels/litre and by 2% (50 riels) to
2,650 riels/litre, respectively.

o gg&e of Gasoline in Battambang, Siem Reap and
: Phnom Penh (riel/litre)
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Source: CDRI and National Institute of Statistics
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According to the National Institute of Statistics,
consumer prices in Phnom Penh rose by 0.5% in
March 2004 due to a sharp increase in transportation
and communication costs (1.8%) and food prices (
0.6%). A jump in the price of gasoline (by 4%),
chicken (by 2.4%) and eggs (by 5.3%) were the main
factors behind the trend.
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Note: The latest data available is for February 2004.
Source: National Institute of Statistics

6T 66y URGSIW cotani/E caiERsINGo

sufule ce.euapi/S esigRsau@m boom 1 6ujuSeits:ee

DBEPRESS SNGEOI8 O’ 0%
1 27

The price of gold in Phnom Penh continued to rise to 46
USS$/chi in the first quarter 2004, up from 44.4 US$/chi in
the fourth quarter 2003. Compared to the same period last
year, it rose by 15.6%.

Source: National Institute of Cambodia
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Exchange Rate and Monetary Developments

Cambodian Riels per US Dollar
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In April 2004, the average market rate between the 3950 £
Cambodian riel and the US dollar remained almost
unchanged at 3,998 riels/US dollar, compared with 3,996
riels in March. Nevertheless, at the end of April the 3500
Cambodian riel traded at 4,005 riels/US dollar. Compared
to April last year, the riel depreciated by 0.8%. 3,850
E£8888888s8s83333
SEF52258:2525¢%
Marketrates = = = Official rates
Source: National Bank of Cambodia and CDRI
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In April 2004, the Cambodian riel depreciated slightly by 245 T T T o
0.1% against the Thai baht to 101.6 riels/baht, up from 540 %
101.5 riels/baht in March. Similarly, the Cambodian riel T2 o 2 9 2 g2 8 923
weakened by 0.16% over the previous month against the 2552258z 2E58 3¢k

Vietnamese dong, trading at 24.6 riels per 100 dongs in
April 2004. Compared to April 2003, the riel depreciated
significantly by 10% against the Thai baht, but
appreciated by 4% against the Vietnamese dong.

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

Source: CDRI and the Economist

_ . . R . Liquidity through the Banking System
ERWEITRIEN Emmiﬁﬁﬁt‘ssﬁ% N JU@W@Gm (in billion riels)

1 68 8EN M.EEVENSANSEIR (GennRsganRD sslissss:

o - .o o o .= 4000
yeRs b etjuicions 1 Reslgmmeuny 3 jlusegs
D ' ¥ %Y 3500

98 $50NS 9&.8%

3,000
According to the National Bank of Cambodia, liquidity

through the Banking System grew by 3.2% in February 2,500

2004, over the preceding month, reaching 3,586 billion | 2,000
riels (US$ 897 million). On an annual basis, liquidity has 1,500
risen by 19.5 %. ’ l B Money and Time and Saving Deposit
1,000 - OForeign Currency Deposits
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Note: The latest data available is for February 2004.
Source: National Bank of Cambodia
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External Trade
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Cambodia’s Exports to ASEAN and Japan

the number of construction projects in Phnom Penh
dropped off, suggesting that construction activities in the
provinces provided the main stimuli to demand.

(in million US dollars)
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In the period January-February 2004, Cambodia’s exports
to ASEAN countries reached US$ 5.6 million. They rose 10
by 3% compared to one year ago, and dropped by 50%
compared to two years ago. Cambodia’s exports to Japan 5
were worth US$ 3.7 million during January-February 2004,
48% more than one year earlier.
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* Up to February 2004
Source: Customs and Excise Department
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According to the Customs and Excise Department, 30 N AT C 5
98,049 tonnes of cement and 3,549 tonnes of steel were “l.t- Y SO -
imported to Cambodia in February 2004. Compared to | """+ ——+—++0
January 2004, the import of cement and steel rose IR EERR g 1% %32
slightly by 13.7% and 7.5%, respectively, even though TEE2<EZs T oo zan s

Source: Customs and Excise Department

Cement (left scale)
------ Steel (right scale)
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The imports of both gasoline and diesel have fluctuated
since September 2003, according to the Customs and
Excise Department. In February, gasoline imports reached
6,138 tonnes, an increase of 18.6% compared to January.
However, the import of diesel declined by 14.7% to 34,911
tonnes over the same period. Compared to February 2003,

the imports of gasoline rose by 34% and that of diesel fell
slightly by 2.3%.
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: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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In the period 2002-2004, investments planned in 'Industries
Support Services' were worth US$ 16.9 million. Among the
five priority projects, “Rehabilitation of Phnom Penh
Market” received US$ 4.5 million (26.5%) from the French
government. “Establishment of Productivity Center-
Cambodia” accounted for US$ 1.1 million (6.5%), “Water
Supply System-5 Places” accounted for US$ 5.1 million
(30%), “Cambodia Import Export Inspection and Fraud
Repression” for US$ 5.1 million (30%), “Cambodia Export
Oriented Local Industry Trade Promotion Center” for US$
1.2 million (7%).

vestment in Industries Support
Services 2002-2004
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Source: Council for the Development of Cambodia
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According to the CDC, on-going projects on integrated

framework for trade related TA (Technical Assistance)

during 2002-2004 amounted to US$ 3.5 million. Of this,

US$ 1.5 million and US$ 2.0 million were distributed over

2002 and 2003. The main donors of these projects were
EU, Japan and Australia.

Integrated Framework for Trade Related TA
on-going Projects
2002-2004 (in million US dollars)

e
L%
DOG €28

an S2.50
sh g
1.50 || Olntergrated ||
Framework for
Trade Related
1.00 4— H- i
0.50 +—
0.00
2002 2003 2004

Source: Council for the Development of Cambodia
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A total of US$4.6 million has been planned for investment
for development of tourist sites, over 2002-06. Of this,
US$1.1 million has been allocated for the period 2002-04,
with the remaining funds due for investment over the
remaining period.

Planned Investment in Development of

Tourist Sites (MOT) Priority Projects
mjﬁjnﬁ 2002-2004 (1n million US$)
WV
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Source: Council for the Development of Cambodia
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National Budget Operations

R o R o s Current Budget Operations
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According to past trends in budget implementation, the
highest surplus was generated in the first month of the 50 A
year, with an estimated of 197.5 billion riels in January
2004. This is 69% more than in January last year. There 0 L,
was a sharp drop in current expenditures (68 %) and a 8383838338888 ¢8g8g3
large increase in current revenues (62 %). EBEE §‘ 5 B %D & 8 zg g =

* December 2003 and January 2004 provisional
Source: Ministry of Economy and Finance

Current Budget Revenues
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In January 2004, current budget revenue rose to 199.5
billion riels, up from 123 billion riels last year. Customs
duties was the largest share of this increase (132%)
followed by domestic tax (85%), reaching 63 billion riels
and 103 billion riels, respectively. Conversely, non-tax

50 4
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Dec-03
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s
revenues in the same period fell by 17% to 33.6 billion M Customs duties ONon-tax O Domestic tax
riels. * December 2003 and January 2004 provisional
Source: Ministry of Economy and Finance
N . i . Current Budget Expenditures
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Cambodia’s current expenditures in January 2004 50
amounted to 2 billion riels, 68% lower than in January
2003. This was due to lower expenditures in General 0 8 8 3888353888 9 9 g
Administration (a drop from 4.7 billion riels to 0.4 §8 & & g s 3 ;%7 (% 3 <Z>, § 5
billion riels), and in 'Other Expenses' (reduced from
0.6 billion riels to 0.02 billion riels). M Defence & Security OSocial Administration
O General Administration O Economic Administration
OOthers

* December 2003 and January 2004 provisional
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia

safiesges: WOOC BilewsesanpINs LS 658 1. fl% #2%2
spnedsgh 163928 W00 8iswe 0.9 sujussis
oy W oy W 2% o

HDeBI S AMPUNSBERT b.E%eTESTS 50 0. 0%68HWAT] |

In February 2004, industrial production in the US grew
by 2.7% on a year-on-year basis. US industrial
production fell by 0.2% in March 2004 compared to
February, but rose by 3.4% over the past 12 months. In
the first quarter of 2004, production rose at an annual rate
of 6.6%, the fastest growth since the second quarter of
2000. During the same time, industrial production in
Japan grew faster by 6.9%, while it rose by 0.6% in the
Euro zone.
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Industrial Production in the US, Europe

and Japan
(percentage change over the previous year)
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Sources: The Economist (April 17-23 2004)
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In February 2004, China's industrial output grew at an
annual rate of 23.2%. According to Channel News Asia,
China's industrial output rose by 17.7% on a year-on-year
basis in the first quarter of 2004, indicating continued
growth even amidst fears of overheating. Industrial
production in South Korea accelerated by 16.6% from a
year ago in February 2004.
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Sources: The Economist (April 17-23 2004)
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In February 2004, Singapore's industrial production
jumped sharply by 38.3%, the fastest pace since
September 1999. The high growth was fuelled by strong
performance of the biomedical and electronics
manufacturing sectors, according to the Star Online.
During the same period, industrial production in Thailand
increased by 16.4%, while in Malaysia it fell slightly to
14%.
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Sources: The Economist (April 17-23 2004)

Note: The latest data available is for February 2004.
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Inflation rates in Selected Economic Partners of Cambodia
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In February 2004, consumer prices in the US rose to
1.7% on an annual basis. Nonetheless, the US Federal
Reserve revealed on April 20 that threats of deflation,
which were a significant concern last year, are no longer
an issue in the US. Consumer prices in Japan reached
zero percent again in February 2004, with the
deflationary pressure expected to continue for a while,
according to the Bank of Japan. Meanwhile, the inflation
rate in the Euro area rose to 1.6%.

. Inflation Rate in the US, Europe and
? Japan
(percentage change over the previous year)
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Sources: IMF and the Economist (March 13-19, April 3-9 2004)
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Consumer prices in Hong Kong fell by 2.0% in February
2004 from a year earlier. According to the Census and
Statistics Department of Hong Kong, this was mainly
attributable to a decline in the cost of package tours, and a
large decrease in the price of food. At the same time,
inflation rates in China and South Korea fell to 1.2% and
1.6%, respectively over the previous year.
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In February 2004, consumer prices in Singapore rose by
1.6% over the same month last year. The Monetary
Authority of Singapore expects the inflation rate to
slowly edge upwards in the months leading up to 2005.
Consumer price estimates in 2004 has recently been
revised upwards from 1.5% to 2.0%, according to
Channel News Asia. During the same period, inflation
rates in Thailand rose by 2.2%, while in Malaysia, it fell
t0 0.9%.
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Note: The latest data available is for February 2004.
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Exchange Rate in the World Markets
Euro and Japanese Yen Against the US Dollar
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After gaining its value against the Japanese yen for the 08 \ VRN
second consecutive month, the US dollar weakened to 050 N "} 105
106.3 yen/dollar in April 2004, a depreciation of 2% from
March. In contrast, the US dollar strengthened against the | . 100
Euro by 1.2% over the previous month reaching 0.82 T 8 2 3 2 8 382 38 3 T 3T 3
euro/US$ in April 2004. The US dollar is expected to FF 522538 %2 %58 3 &

strengthen against both the euro and the yen, largely due | yor. pasa is up 10 19th, aprit 2004
to a near-term rise in US interest rates. Sources: The Economist and the Fed
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The US dollar contlgued to appreciate shghtly' agalns-t L0 N “u /’4 o
the HK dollar reaching 7.79 HK dollar/US$ in April | N \ ,_<./i
2004. Conversely, the US dollar continued to weaken | 1180 Qr/f — 7.76
against the South Korean won (by 1.6%) reaching | 40 774
1,148 won/USS$ in April 2004, from 1,166 won/US$ in T
1,100 T 7.72
March. Compared to the same month last year, the US 2 3 8 338 3388833
dollar depreciated against both the Hong Kong dollar £55z2 253838823 5%

and South KOI‘ean won by 0 . 03 % aIld 2 . 6%, “South Korean won (left scale)

res eCtiVel —8—Hong Kong dollar (right scale)
p Y- Note: Data is up to 19th,April 2004
Sources: The Economist and the Fed
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The US dollar weakened to a 52 month low against the | * . N
Singapore dollar, trading at 1.67 S$/USS$ in April 2004. :
The reason for this lies in the tightening of monetary | *z =z 2 =z =z = z =z % 2 =z =z z
policy in order to prevent the local economy from 2 &F 5 (E 2 58 z &2 5 2 &% %

overheating, according to Channel News Asia. During Thai bah (Jeft seale)

the same period, the US dollar also depreciated by " 7 T Singaporean dollr right scale)
0.5% to 39.25 baht/US$ against the Thai baht, from | Jore: Datais up o [9h Apeit 200
39.46 baht/USS$ in March. '
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Commodity Prices in the World Markets
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The price of first quality rice in the Bangkok international T v — s
market continued to rise for the second consecutive 190 NS Ao 20
month reaching 244.5 US$/tonne in April 2004, from N Y. i \
223.3 US$/tonne in March (9 % increase). Similarly, the 170 210
price of soybeans increased by 1% to reach 273.5
US$/tonne in April 2004, compared to March. This may 150 — T 190
reflect poorer US soybean harvest last year, growing g 2 E g 3 8@ 3 3 3 ‘o; % g 3
concern about excessive rain and drought as well as rust &2 28332822 32 &
damage to the South American crop, according to the | nose: Data is up 1o 12ih, April 2004
Madison Daily Leader. Source: FEER (April 22, April 15 2004)
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In April 2004, the price of both rubber and palm oil in the | 10— Z /
Malaysia International Market declined by 0.15% and o / L :
1.4% compared to the previous month, reaching 1,315 . RN _:“l"befl‘“N;:f”“_‘f‘;“"‘e:) 330
. . ~ . Y alm oil in Malaysia (right scale
US$/tonne and 506 USS$/tonne, respectively. According |  oso1—
to the International Rubber Study Group, the natural » .
rubber price is expected to stay at the level of 1.1-1.2 § 8§ %8 8 %8 38 § 5 8 3 3 3 3
US$/Kg (1,100-1,200 US$/tonne) this year. It is expected < F 5 % 2 4 0 2 4 5 & 2 2
to remain unchanged over the next year. Note: Data is up to 12th, April 200
Source: FEER (April 22, April 15 2004)
saiigssankioot iU misas 0.0% L6 M0.0CHRN1/ §S Prices of Crude Oil and Gasoline
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In April 2004, the price of crude oil declined by 1.2% | 18 18
to 30.04 USS$/barrel, down from 30.4 USS$/barrel in | 5 15
March. However, crude oil prices seem to have firmed 8888383838833
up after- OPEC pledggd to cut production last mpnth. :% §‘ 5 E ;%” g 8 é g 5 8 <§s %
According to the Taipei Times (Monday April 19
2004), OPEC 10 members with quotas are pumping Crude Oil in Dubai-US$/barrel (left scale)
excess crude oil to bri.ng prices down to the target of|  ----- Gasoline in US Gulf Coast-cents/litre (right scale)
22—28 US$/ba@el. During the same perloq, the price of Note: Data is up to 15th, April 2004
gasoline remained constant at 28.8 cents/litre, the same | Sources: EIA and IEA
rate as in the previous month.
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