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Main Economic Activities of Cambodia
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In the second quarter 2004, total private investment in the
service sector approved by CDC rose to US$ 76 million,
up from US$ 33.7 million in the same quarter last year.
This increase was mainly due to a sharp rise in
investment in tourism (from nil to US$ 39.2 million),
followed by investment in hotels (from nil to US$ 10.3
million). Other investments declined by 21.5%.
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(Including expansion project)
Source: Council for the Development of Cambodia and Ministry of
Economy and finance
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Total foreign visitor arrivals to Cambodia generally tend
to decline in the second quarter but increase in the first
and fourth quarters of the year. In the second quarter
2004, the number of foreign visitors was 193,802
persons, 23.8% lower than the first quarter but 88%
higher than the same quarter last year. Visitors arriving
by air accounted for 122,805 persons, a 106.5% increase
over last year. Others arriving by land and boat numbered
70,997 persons, a rise of 62.7% over the same period.

Foreign Visitor Arrivals to Cambodia by
Air, Land and Boat (in thousands persons)
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Source: Ministry of Tourism
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The value of construction project approvals in Phnom
Penh was US$ 48.5 million in the second quarter 2004, a
drop of 43.2% from the same quarter 2003. Investment in
commercial buildings and apartment construction
decreased by 69% (to US$ 10.8 million) and by 33.6%
(to US$ 28.5 million) respectively, compared to the same
period in 2003. However, investment in mansion
construction rose by 17.9% to US$ 9.3 million, covering
an area of 37,071m2, compared to 31,455m2 in the
previous year.

Value of Construction in Phnom Penh
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Prices and Interest Rates Developments
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In August 2004, the price of gasoline in Phnom Penh, | 2300 4._<[/ \f_/‘,/
Battambang and Siem Reap rose simultaneously. On 2200 v
average, gasoline prices in Phnom Penh rose to 2,930 2,100
riels/litre in August 2004, up from 2,850 riels/litre in | 2000 4+ +
July. During the same time, prices in Battambang were $3838g38333333L
2,907 riels/litre (3.8% increase) and in Siem Reap, it 5 ERE: § g 5 8 8 é 3 :% -y 5 ERE:1
reached 3,050 riels/litre (1.7% increase). < Z A = = <
Source: CDRI and National Institute of Statistics
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According to the National Institute of Statistics, 9%
consumer prices in Phnom Penh continued to increase in T 33822823333 IT3ITIT
July 2004, rising by 3.1% over June. Food prices jumped 22738252558 2%2%2:¢3
by 6.2% in July, after increasing only by 1.4% in June.
At the same time, the price of housing and utilities = Allltems = = = Food Tr.&Com.
climbed by 1.5%. On the other hand, the price of house | Note: The latest data availabie is for July 2004
furnishings and related materials declined by 1.3%. Source: National Institute of Statistics
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After rising for the tenth consecutive quarter, the gold /
price in Phnom Penh remained stable at 46 US$/chi in the | ¥ /
second quarter 2004, compared to the previous quarter. | 36 = Gold Pri
On an annual basis, gold price in Phnom Penh rose by u / e
15% (from 40 US$/chi).
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Source: National Bank of Cambodia
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Liquidity through the Banking System
(in billion riels)
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According to the National Bank of Cambodia, the money - —_— -
supply through the banking system amounted to 3,843.7 g 8383838383 T I
billion riels in June 2004, rising by 1.8% over May. This £ 22 358 : 2 E3EE § |
increase reflects a rise in the riel component (by 2.1% to
1,138 billion riels), led by an increase of 7.2% and 6.3%
in demand deposits and time and savings deposits, | Note: The latest data available is for June 2004.
respectively. Moreover, foreign currency deposits jumped | Source: National Bank of Cambodia
by 1.7% to US$ 672.4 million.
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In the second quarter 2004, Cambodia’s total exports
soared to US$ 494.7 million, 21.1% higher than the same
period last year. Of the total, exports to the US continued
to account for the largest share, reaching US$ 306.9
million. Exports to EU rose sharply by 39.7% to US$
136.4 million.

Cambodia,s EXpOl‘t by Regions (in million US dollars)
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Note: The latest data available is for June 2004
Source: Customs and Excise Department
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In the second quarter 2004, the value of cement and steel
imports amounted to 40 billion riels (US$ 9.9 million)
and 31.5 billion riels (US$ 7.8 million), respectively.
Compared to the second quarter 2003, the import of steel
rose sharply by 84.5%, while the import of cement fell by
5.6%.

Imports of Construction Materials
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Note: The latest data available is for June 2004
Source: Customs and Excise Department
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In the second quarter 2004, imports of gasoline and diesel
amounted to 34.5 billion riels (US$ 8.6 million) and
110.01 billion riels (US$ 27.4 million), respectively. The
value of gasoline imports rose by 8% compared to the
same quarter 2003, while diesel imports declined by
17.9%.

O Cement
-
Value of Imports of Petroleum Products

(in billion riels)

B Diesel

O Gasoline

Note: The latest data available is for June 2004
Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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During the period 2002-2004, the on going “Land
Management and Administration Project” accounted for
USS$ 20.4 million. Of this, 93.6% (US$ 19.1 million) was
funded by World Bank, Germany and Finland in the form
of capital investment projects. The remainder (6.4% or
USS$ 1.3 million) came as a contribution from the national
budget.
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2002-2004 on going project

CHISS (in million US dollars)

»30.00
O

9.00

OLand Management and
Administration Project

.00

6.00

5.00
4.00

3.00

2.00

1.00
0.00

2002 2003 2004

Source: Council for the Development of Cambodia
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An amount of US$ 39.5 million was spent for
“Development Administration in Cambodia” during
2002-2004. During this period, the on-going (TA)
projects, funded by Cambodia’s external partners,
amounted to US$ 5.7 million. The remaining US$ 33.8
million remain in the pipeline for allocation to high
priority projects.

U On-going and Pipeline-high priority Projects on

Development Administration
2002-2004 (in million US dollars)

O On-going
projects

B Pipeline-high
priority projects

Source: Council for the Development of Cambodia
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In the period 2002-04, US$ 0.24 million was allocated to 010
the “Labor Market Information System Project” as | 0.08
technical  assistance  from  International  Labor | o¢.06
Organization. The breakdown of this amount is as 0.04
follows: US$ 0.17 million in 2002, US$ 0.03 million in '
2003, and US$ 0.039 million in 2004. 0.02

0.00

2002 2003 2004

Labor Market Information System

Source: Council for the Development of Cambodia
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According to the Ministry of Economy and Finance, the
surplus in Cambodia’s current budget implementation
declined sharply by 18.8% to 58.4 billion riels in May
2004, from the preceding month. This decrease reflects a
drop of 6.6% in current revenues and an increase of 4% in
current expenditures.
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Current budget revenues dropped by 6.6% to 144.8
billion riels over April-May, 2004. Non-tax revenues
declined from 40.2 billion riels to 28.3 billion riels during
this period. The slight improvement in customs duties
was unable to avert a significant drop in current surplus.
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Current Budget Revenues
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From April-May 2004, current budget expenditures edged
up marginally to 86.4 billion riels from 83 billion riels.
Expenditures on social administration, and defence and
security, jumped by 28.8% and 23.7%, respectively.

ODefence & Security
B General Administration
O Others

* December 2003 and Jan-May 2004 provisional

Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In the second quarter of 2004, the US economy expanded | 1% 1 1
by 3% year-on-year basis, 1.9 percentage points slower
than in the first quarter. According to the Bureau of
Economic Analysis, the deceleration in the US economy |,
was mainly due to a drop in personal consumption BUSA OEU  DJapan
expenditure and private inventory investments. During | 2
the same period, the growth rate of the euro area
economy was 2.2%, whereas Japan's economy grew at an
annual rate of 4.4%.

0% - L

020Q2
02Q3
020Q4
03Q1
03Q2
03Q3
03Q4
04Q1
04Q2

Sources: The Economist (Aug. 21-27, 2004) and FEER (Aug.16, 2004)
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In second quarter of 2004, China's economy rose by 9.6%
over a year earlier, just 0.1percentage point slower than in
the previous year. However, higher oil prices are likely to
dampen overall prospects for 2004 as a whole. According | 4,
to Channel News Asia, it is likely to grow at 9% this
year, compared to the predicted rate of 9.8%. During the
same time, South Korea's economy accelerated at 5.5%
per annum.
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Sources: The Economist (Aug. 21-27, 2004) and FEER (Aug.16, 2004)
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In second quarter of 2004, the Singapore economy | (-
expanded by 12.5% on an annual basis. According to the

Singapore Ministry of Trade and Industry, the main | 3% L

engine of growth was still external demand (up by |

26.3.%), but also assgciated with.strong domestic demand. 3 3 3 53 8 3 3 53 8
During the same period, Malaysia's economy grew by 8% s g8 g 8 8 8 8 % 2
year-on-year basis, the fastest pace since the second

quarter of 2000, led by the manufacturing and services

sectors’ according to the Bank Of Malaysia. Sources: The Economist (AugA 21—27, 2004) and FEER (Aug.16, 2004)
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Inflation rates in Selected Economic Partners of Cambodia
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In June 2004, consumer prices in the US rose at an
annualized rate of 3.3%. The inflation rate in the euro
area rose at a slower rate of 2.4% in June and further to
23% in July 2004, in the face of weak private
consumption. Higher oil prices are likely to keep inflation
rates above the 2% target set by the European Central
Bank (ECB). Consumer prices in Japan recorded no
change in June 2004.
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Inflation Rate in the US, Europe and Japan
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Note: The latest data available is for June 2004.
Sources: IMF and the Economist (August 14-20, 2004)
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Deflationary pressures in Hong Kong seemed to ease as
consumer prices declined by only 0.1% in June 2004, and
actually rose by 0.7% in July — the first increase since
October 1998. According to Bloomberg News, this was
largely due to increased consumer demand. During the
same period, inflation rates in South Korea rose by 3.6%,
while in China it rose by 5.0% over the previous year.

Inflation Rate in China, Hong Kong and South
Korea
(percentage change over the previous year)
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Note: The latest data available is for June 2004.
Sources: IMF and the Economist (August 14-20, 2004)
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Thailand and Malaysia increased by 3% and 1.3%,
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In June 2004, consumer prices in Singapore rose by Le” T trmr "
2.3% compared to June 2003. According to the | o, |, dl
Department of Statistics of Singapore, this reflects a f
rise in the cost of food, and of transport and | 1%
telecommunication. During the first half of 2004, ‘" o m om oM omom ¥ X ¥ T T X
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Singapore consumer prices rose by 1.6% over the same 52 2 535 3853555 5
period last year. At the same time, consumer prices in - < @ 2/ " R 2= < 3%

Note: The latest data available is for June 2004.
Sources: IMF and the Economist (August 14-20, 2004)

respectively.
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In August 2004, the US dollar appreciated slightly by 1%
against the Japanese currency, to 110.6 yen/USS$. Against
the euro, the US dollar remained unchanged at
0.81euro/dollar over two consecutive months. The dollar
is likely to suffer against all major currencies if oil prices
keep rising, leading to slower growth of the US economy.
This may in part be offset by the increase in U.S. interest
rates from 1.25% to 1.5% in early August, 2004.
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Euro and Japanese Yen Against the US Dollar
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European euro (left scale)

Note: Data is up to 19, August 2004
Sources: The Federal Reserve Bank of New York
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After gaining against the US dollar for the second
consecutive month, the South Korean won depreciated
somewhat by 0.2% to 1,160 won/US$ in August 2004,
from 1,159 won/US$ in July. According to Bloomberg
News, the South Korea won may decline further against
the US dollar over the period leading up to the end of
October. The Hong Kong dollar remained unchanged at
7.79 HK dollar/US$ in August 2004.
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South Korean Won and Hong Kong Dollar

Against the US Dollar
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‘South Korean won (left scale)
%~ Hong Kong dollar (right scale)

Note: Data is up to 19, August 2004
Sources: The Federal Reserve Bank of New York
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The Thai baht continued to weaken against the US
dollar for the fifth consecutive month, reaching an 11
month-low at 41.48 baht/US$ in August 2004.
However, the Bank of Thailand was very optimistic
about the prospects of a bath recovery due to a large
current account surplus (estimated at US$ 4-5 billion
for 2004). The Singapore dollar appreciated by 1%

against the US dollar, to 1.71 S$/US dollar in August
2004.
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Note: Data is up to 19, August 2004
Sources: The Federal Reserve Bank of New York
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In August 2004, the price of first quality rice in the
international market rose for the second consecutive
month to 237.3 US$/tonne. According to the Vietnam
News Agency, an increase in the rice price is likely to
reflect limited supplies from other rice producers, forcing
importing countries to buy rice from Thailand. During the
same period, the price of soybeans continued to fall,
reaching 157.2 US$/tonne in August 2004.
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Prices of Rice and Soybeans
(US$/tonne)
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Rice in Bangkok (left scale)

1701 Soybeans in USA (right scale)
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Note: Data is up to 16, August 2004
Source: FEER
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Prices of Rubber and Palm Oil (US$/tonne)
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higher price are complex, involving global demand, low
stocks, OPEC strategy, uncertainty in the middle east and
insufficient US refinery capacity. The price of gasoline,
however, fell by 4% over the previous month, to 31.3
cents/litre in August 2004.
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In Augpst 2004, the price qf rubber in the Malaysia - - RibberinMinsaQelisc) |
International Market .remalned most.ly unchanged — Pekmallin Vel gt
compared to the previous month, trading at 1,196.5 ‘ ‘ ‘ ‘ ‘ ‘
US$/tonne. In contrast, the price of palm oil declined to .
376.7 US$/tonne in August 2004. Malaysia’s export EINN - ; E 5 2 : 2 : :F 2 %
growth is likely to be hurt by the fall in palm oil prices. Note: Data is up to 16, August 2004
Source: FEER
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In August 2004, crude oil prices rose by 10% over the
preceding month, reaching 37.6 US$/barrel. Compared | 18 18
to the same month last year, the price of crude oil jumped 88383333333 3
by 37%. According to BBC News, the reasons for the 233 g 222 s & & 22 Z

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

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

Note: Data is up to 16, August 2004
Sources: EIA and IEA
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