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Main Economic Activities in Cambodia
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In the third quarter of 2004 (up to August 2004), private
investment approvals in the industrial sector amounted to
$58.2 million, of which 53 percent ($30.8 million) was in
garments. Compared to the same period in the previous
year, approvals in the industrial sector dropped by 6.3
percent, from $62.1 million. The local share decreased by

74 percent to $13.2 million, while the foreign share rose
sharply to $45 million, up from $11.4 million.

Industrial Investment by Local
and Foreign Share
(in millions of dollars)
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According to the Ministry of Tourism, the number of
Cambodian visitors to Siem Reap rose by 47 percent, to
15,467 persons in August 2004, compared to 10,512 in
the preceding month. Visitors arriving by land and boat,
who accounted for 95 percent of the total, rose to 14,715

persons in August 2004, compared to 9,650 in July.
Visitors by air, however, decreased to 752, from 862.

Cambodian Visitors to Siem Reap
(in thousands)
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Note: The latest data available are for August 2004.
Source: Ministry of Tourism
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In August 2004, construction project approvals in Phnom
Penh amounted to 95 projects, of which 59 were for
apartment construction, 22 for houses and 14 for other
activities. Compared to the preceding month, the number
of construction approvals increased by 25 percent due to
the sharp increases in house and other construction
activities.

Construction Project Approvals in
Phnom Penh
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Price and Interest Rate Developments
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The average selling price of gasoline in Phnom Penh was
3,020 riels/litre in October 2004, rising from 3,000
riels/litre in September. Gasoline prices in Battambang
and Siem Reap, however, remained unchanged at 2,950
riels/litre  and 3,000 riels/litre, respectively, over
September—October.

Price of Gasoline in Battambang, Siem Reap and
Phnom Penh (riels/litre)
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According to the National Institute of Statistics,
consumer prices in Phnom Penh rose by 0.7 percent over
August—September 2004. Food prices rose by 1.4 percent,
less than in July—August, clothing and footwear by 1.3
percent and transportation and communication by 0.8
percent.

Consumer Price Index
(July—December 2000 = 100)
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Note: The latest data available are for September 2004.
Source: National Institute of Statistics
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According to surveys conducted by CDRI in August
2004, skilled construction workers earned 14,925 riels
($3.70) per day, 17.5 percent more than a year ago.
During the same period, the average income of garment
workers remained almost unchanged at 10,200 riels
($2.50) per day, while the income of motorcycle-taxi
drivers declined by 9 percent to 9,900 riels ($2.40) per
day. Surveys found that on average 30 percent of the

above vulnerable workers’ daily incomes was spent for
food.

Average Daily Income and Expenditure (Food

Only) of Vulnerable Workers in Phnom Penh
(August 2004, US$)
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Exchange Rate and Monetary Developments
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The riel appreciated slightly against the dollar in October,
after previously depreciating for seven consecutive
months. The market exchange rate in Phnom Penh during
this time averaged 4,074 riels/dollar, appreciating from
4,080 riels/dollar in the preceding month.

Riels per US Dollar
(market and official rates)
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In October 2004, the riel was traded with the Thai baht at
a price of 98.7 riels/baht, marginally appreciating by 0.2
percent over September. This was mainly linked to the
appreciation of the riel against dollar, while the exchange
rate between the baht and dollar remained stable.
However, the riel continued to depreciate slightly against
the Vietnamese dong, reaching 25.1 riels per 100 dongs
in October.

Riels per Thai Baht and 100 Vietnamese Dong
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Over July-August 2004, the liquidity of the riel
component decreased by 0.3 percent to 1,177 billion riels,
while foreign currency deposits rose by 4.4 percent to
$723.3 million (2,929.2 billion riels). Accordingly, total
liquidity (M2) through the banking system rose by 3.4
percent to 4,106.2 billion riels in August, compared to
3,970.8 billion riels in July.

Liquidity through the Banking System

(in billion riels)
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Note: The latest data available are for August 2004 (provisional data).
Source: National Bank of Cambodia
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External Trade
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In the third quarter (up to August), Cambodia’s total
exports amounted to $472.1 million, of which 57 percent
and 32 percent were exports to the US and EU markets,
respectively. The remaining 11 percent were to ASEAN
and other countries. Compared to the same period in the
previous year, exports to the US rose by 29 percent to
$270.1 million. This increase was lower than the increase
in exports to the EU, which rose by 52 percent to $150.8
million.

Cambodia’s Export by Regions
(in million US dollars)
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According to the Customs and Excise Department,
cement imports continued to increase, reaching 78,258
tonnes in August 2004, compared to 73,536 tonnes in
July 2004. During this period, on the other hand,
imported steel dropped from 3,862 tonnes to 2,899
tonnes.

Imports of Construction Materials
(thousand tonnes)
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Note: The latest data available are for August 2004.
Source: Customs and Excise Department

igligfium oo mMISIGNUNEAIE 84 t{uhaisthnan:
aRte M8 LE.CodINg BY &Ebmms 1M 1 fisnnh 8
wun boo¢ misigrBIgamngslia mie Anwhmisizuniy
ipuifstugiEn 099% 9 IRmMuNiTeE GEmint
Buimr misisipeaiy Agetipuids Fitaud ngew,
nguigunlngnt, Mt 8 mAnwRiuuigy |

Private imports of diesel fuel and gasoline reached 25,416
tonnes and 9,523 tonnes, respectively, in August 2004.
From July to August, diesel imports declined by nearly 37
percent, in contrast to gasoline imports, which rose sharply,
by 116 percent. According to the Customs and Excise
Department, gasoline and diesel imports have to pay

customs duties, added tax on customs duties, special tax
and VAT.

Imports of Energy
(thousand tonnes)
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Sources and Uses of Foreign Assistance
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The World Bank has provided a loan for the “Rural | ** I
Investment and Local Governance Project,” which is a | , | 1—

project to support Phase II of the SEILA programme and
aims to enhance the capacity of commune and provincial | 0.0 H o

Oct-03  Nov-03 Dec-03  Jan-04 Feb-04 Mar-04 Apr-04 May-04 Jun-04 Jul-04

authorities by  promoting  decentralisation  and
deconcentration. The total cost of this project is estimated .
[ . Note: These are provisional data.

to be $62.16 million. The World Bank has committed to | gource: Ministry of Economy and Finance
providing a total of $22 million over the course of four
years. According to the Ministry of Economy and Finance,
loan disbursements for this project reached $4.4 million
from October 2003 to July 2004.

World Bank Loan Disbursements for Economic
and Public Sector Capacity Building Project
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The aim of World Bank loan for the “Economic and Public o ] B
Sector Capacity Building Project” is to reduce poverty by
enhancing the capability of the Cambodian public sector to
perform critical tasks more effectively. The bank has
extended a loan totalling $5.5 million for the period August
2002 to June 2006. Of this amount, $1.15 million will be
disbursed in 2004. According to the Ministry of Economy
and Finance, $0.116 million was spent in the period
January—July 2004.
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Source: Ministry of Economy and Finance
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According to the Council for the Development of
Cambodia (CDC), the “Training on Decentralisation | g,
System Project” is a high-priority project under the
heading Development of Administration/Governance | o;
during 2002-2004. The estimated total cost of this
project is $1.2 million, of which $0.4 million has been | oo
allocated in each year. 2002 2003 2004

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 surplus declined to 4.9 billion
riels in July 2004, compared to 57.8 billion riels in the
preceding month. This reflects a drop of 15 percent in
current revenue and an increase of 22.6 percent in current
expenditure during this period. A year ago, however,
current budget operations showed a deficit of 63.4 billion
riels.

Current Budget Operations
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Source: Ministry of Economy and Finance
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Current revenue, which accounts for 99 percent of total
domestic revenues, dropped to 149.5 billion riels in
July 2004, from 175.8 billion riels in June. During the
period, non-tax revenue declined by about 39 percent,
to 35.6 billion riels. Customs duties declined slightly,
by 6.7 percent, to 34.4 billion riels.

Current Budget Revenue
(billion riels)
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Source: Ministry of Economy and Finance
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In July 2004, current expenditure rose to 144.6 billion
riels, compared to 118 billion riels in June. Of this,
expenditure on social administration doubled to 73.8
billion riels, and general administration increased by
33 percent to 19.7 billion riels. On the other hand,
expenditure on defence and security and on economic
administration declined by 17.6 percent to 27.5 billion
riels and by 14.6 percent to 9 billion riels, respectively.

Current Budget Expenditure
(billion riels)
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Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In August 2004, industrial output in the US rose at a 3% — .t
() -
faster rate of 5.2 percent, compared to the same month — =T
last year. During the same period, industrial output in L 7
Japan rose to 9.7 percent from a year ago, mainly due | " TRe? 1 I
to strong exports and corporate capital spending,
according to Channel News Asia. Despite the fact that | -3% - - - - -
the growth rate of industrial output in the three months L T2 3T T2 ILTZTITITIG
. . . &
ending in August was 8 percent, some economists 233 2R EESZFEZEEZ
pointed out that the pace of Japan’s economic growth
was slowing. Source: Economist ( 16-22 October 2004)
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In August 2004, the rate of increase of industrial | ' | o\
production in South Korea fell for the second straight wd T s
month, to 10.6 percent over the previous year, in the | - Yl
face of a slump in consumer spending and slowing | " N

economic growth in the country’s biggest export
markets. To revive local spending, the government has
announced plans to cut income taxes and sales taxes | 1%
and to lower interest rates. During the same period,
industrial production in China rose to 15.9 percent | Source: Economist ( 16-22 October 2004)
above a year earlier.
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since March. According to Bloomberg News, this was " N
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electronics output. During the same period, industrial
output in Malaysia rose by 10.6 percent, while in
Thailand it fell to 6.1 percent.

Source: Economist ( 16-22 October 2004)
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Inflation Rates in Selected Economic Partners of 9Camb0dia
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In August 2004, the rate of annual consumer price
increases in the US fell to 2.7 percent. However, the
decline in inflation seems to be temporary, because crude
oil prices hit a record high in October 2004. In August
2004, consumer prices in the EU rose at an annual rate of
2.3 percent, the same rate as in the previous month, but
the rate slowed to 2.1 percent in September. Consumer
prices in Japan fell for the second straight month, by 0.2
percent in August.

Inflation Rate in the US, Europe and Japan

(percentage prices change over previous year)
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Note: The latest data available is for Aug 2004.
Sources: IMF and the Economist (Oct. 16-22, 2004)
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In August 2004, consumer prices in Hong Kong rose by
0.8 percent from August last year, and rose further by 0.9
percent from a year earlier in September 2004. According
to Dow Jones, a strong recovery in aggregate demand
helped Hong Kong resist deflationary pressure. During
the same period, inflation in South Korea rose by 4.8
percent, while in China it rose by 5 percent annually.

Inflation Rates in China, Hong Kong and South
Korea
(percentage prices change over previous year)
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Note: The latest data available are for Aug 2004.
Sources: IMF and the Economist (16-22 October 2004)
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In August 2004, consumer prices in Thailand rose by 3.1
percent over the previous year. After recognising that
higher crude oil prices and a weakening of the baht
mainly led to an acceleration of inflation in recent
months, the central bank of Thailand raised its benchmark
interest rate a quarter point to 1.75 percent, according to
Bloomberg News. During the same period, prices in
Singapore rose at an annual rate of 1.6 percent, while in
Malaysia they were 1.4 percent higher than in the
previous year.

Inflation Rates in Selected ASEAN Countries

(percentage prices change over previous year)
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Note: The latest data available are for Aug 2004.
Sources: IMF and the Economist (16-22 October 2004)
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The dollar slid against both the Japanese yen and the euro 055 b— N R
in October 2004, mainly due to crude oil prices hitting a ' \ i I 05
record high of $55/barrel on the New York Stock | NL // T~
Exchange. Higher crude oil price will hurt consumer and
company spending and thereby slow capital inflow into | s 100
the US. The dollar traded at 109.5 yen and 0.8 euros in 2333 3333333 3 3
October 2004, a depreciation of 0.5 percent and 2.4 S 2 & 88 2 %8532 2 5838
percent from the previous month, respectively. Note: Data are up to 24 October 2004.
Source: Federal Reserve Bank of New York
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Source: Federal Reserve Bank of New York
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The Singapore dollar strengthened against the US dollar
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April 2004 after the economy grew at a 12.5 percent year-
on-year basis in the first quarter of 2004. The Singapore
dollar may reach 1.62 by the end of this year. The Thai
baht continued to appreciate against the US dollar,
reaching 41.3 baht to the dollar in October 2004.

Note: Data are up to 24 October 2004.
Source: Federal Reserve Bank of New York
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Commodity Prices in World Markets
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In October 2004, the price of first quality rice in Bangkok
international market rose slightly to $238.60/tonne, up
from $235.50/tonne in the previous month. According to
the US Department of Agriculture, there is a rice
production deficit in 2004/05 as global production
amounts to 401.8 million tonnes, while global
consumption is expected to reach 417.9 million tonnes.
The price of soybeans continued to fall, by 6.3 percent
from September, to $145.40/tonne in October 2004.

Prices of Rice and Soybeans
(US$/tonne)
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After rising for the second consecutive month, the price
of palm oil fell to $372.50/tonne in October 2004. Palm
oil prices are still under pressure mainly due to its peak
production period and harvest season in the US,
according to the Edge Daily News. Compared to the same
month last year, the price of rubber decreased by 7.4
percent. In contrast, the price of rubber in the Malaysia
international market edged up to $1,238.20/tonne in
October 2004, an increase of 4.4 percent from the
previous month.
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In October 2004, the price of crude oil increased by 6.5
percent over the previous month to $37.60/barrel, up
from $35.30/barrel in September; mainly reflecting a
production fall in the Gulf of Mexico and a strong
demand in China. Compared to the same period last
year, the price of crude oil rose significantly, by 39
percent. The price of gasoline continued to rise for the
second consecutive month, to 35.7 cents/litre in
October, reaching its highest level since July 1999.

250 290
r// \ ~—" 270
N
230 y,
N 250
AN
\/ *
210 - / . (] 230
S / f v
210
—" v
\
190 : L 190
. \
Rice in Bangkok (left scale) N [ 170
170 = = " Soybeans in USA (right scale) S
~ 150
150 T T 130
g ¢ g 3 2 2 2 2 2 2 2 2 2
Note: Data are up to 18 October 2004.
Source: Far Eastern Economic Review
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Note: Data are up to 18 October 2004.
Sources: EIA and IEA
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