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Main Economic Activities of Cambodia
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According to the CDC, approvals of private investment in
fixed assets in the garment sector amounted to $110.1
million in 2004 (to the end of November), a rise of 79
percent compared to the same period in 2003. Of the
total, foreign direct investment accounted for 74 percent
in 2004 (up to November), compared to only 38 percent
in the same period of 2003, an increase from $23 million
to $82 million. The top three foreign investors during the
first 11 months of 2004 were China, Taiwan and the
United Kingdom. Domestic investment, however,
declined by about 26 percent, to $28.5 million.

Garment Sector Fixed Asset Investments
Approved by CDC
(millions of dollars)
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Note: The latest data available are for November 2004.
(Including expansion projects.)
Source: Council for the Development of Cambodia
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In 2004 (to the end of November), the total of foreign
visitors to Cambodia by air amounted to 548,492 persons,
38 percent more than in the same period of 2003. Visitors
arriving at Siem Reap international airport rose by 70
percent, to 267,524 persons. In addition, Phnom Penh
international airport received 280,968 persons, a 17
percent increase.

Number of Arrivals on International Flights
(thousands)
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In the period January—November 2004, the municipality
of Phnom Penh approved 853 construction projects, an
increase of 35 percent over the same period in 2003.
Apartment construction projects made up about 70
percent of the total approvals, rising by 32 percent to 582
projects. Houses and others construction activities
increased by 47.5 percent, to 174 projects, and 33
percent, to 97 projects, respectively. Construction
approvals reached an estimated amount of $230.7 million
in 2004 (to the end of November), 16 percent more than
in 2003.

Applications for Construction Projects
in Phnom Penh
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Since November 2004, the gasoline price in the three
different areas (Phnom Penh, Siem Resp and
Battambang) has remained stable. In Phnom Penh and
Siem Reap, the price was 3,050 rielglitre, while it was
3,000 rielg/litre in Battambang.

Price of Gasoline in Battambang, Siem Reap and
Phnom Penh (riels/litre)
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Sources. CDRI and National Institute of Statistics
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On a month-to-month basis, consumer prices in Phnom
Penh declined by 0.2 percent in December 2004,
compared with 0.4 percent in the preceding month. The
slower decline was mainly caused by an increase in prices
of some products, mostly imports from Thailand, such as

materials for household operation, school supplies and
personal care products.

Consumer Price Index
(July—December 2000 = 100)
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In November, the vulnerable workers survey in Phnom
Penh conducted by CDRI showed that there was a decline
in the average daily income of cyclo drivers (by 37
percent), skilled construction workers (22 percent),
porters (14 percent) and moto taxi driver (5 percent),
compared to November 2003. Conversely, scavengers
earned more (about 13 percent), while the daily income of
garment workers remained almost unchanged at 10,000
riels/day.

Average Daily Income and Spending (food only)
of Vulnerable Workers in Phnom Penh
(November 2004, US$)
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Exchange Rate and Monetary Developments
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In January 2005, the riel fell against the US dollar, after
appreciating for three consecutive months. Compared to
December, the riel depreciated by 0.2 percent, from 4,030
riels/dollar to 4,039 riels/dollar in January 2005.

Riels per US Dollar
(market and official rates)
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Source: National Bank of Cambodia and CDRI
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The riel depreciated against the Thai baht for the fifth
consecutive month in January, trading at 104 riels/baht, a
depreciation of 1.6 percent from December 2004. Against
the Vietnamese dong, on the other hand, the riel remained
steady at 25.5 riels per 100 dongs in January, the same as
in the preceding month.

Riels per Thai Baht and 100 Vietnamese Dong

27.5 106
27.0 1 - 104
26.5 — / - 102
26.0 w/ i égo
25.5 P
25.0 *- o - - = L 94
24.5 - -- L 92
24.0 90
285335383333 338
3 8 85853988303
§o§§§<§%“2§O§o§

Thai baht (right scale)

Source: CDRI and the Economist
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Based on provisional data from the NBC's monthly
monetary survey, total liquidity (M2) declined in
November 2004, for the first time since August 2003.
Over October-November, liquidity fell marginaly, by 0.4
percent, to 4,290.3 billion riels. This reflected a decrease
in foreign currency deposits of 0.6 percent, from $773.8
million to $769.2 million. However, the riel component
increased by 2 percent, to 1,172.2 hillion riels, mainly as
aresult of arise of 2.2 percent in currency issued by the
NBC.

Liquidity through the Banking System
(inbillionriels)
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Note: The latest data available are for November 2004 (provisional data).
Source: National Bank of Cambodia
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Cambodias exports of main agricultural products totalled
$54.6 million in 2004 (to the end of November), only 3
percent of total exports. Compared to the same period of
2003, exports of agricultural products rose by 26.5 percent,
led by an increase in exports of fish (from $2.5 million to
$9 million) and rice (from $0.5 million to $1.6 million).
Exports of rubber, which have been the largest portion of
agricultural product exports since 2001, rose from $31
million to $34 million. At the same time, wood exports
increased by 10 percent to $10 million.

Exports of Main Agricultural Products
(in millions of dollars)
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Source: Customs and Excise Department
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According to the Customs and Excise Department,
Cambodia imported 876,976 tonnes of cement and 73,025
tonnes of steel during the first 11 month of 2004. Cement
imports rose by 4 percent, more slowly than steel, which
rose by 28 percent, compared to the same period of 2003.

Imports of Construction Materials
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* The latest data available are for November 2004.
(Figures exclude public sector imports.)
Source: Customs and Excise Department
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In 2004 (to the end of November), the import of diesel
reached 387,883 tonnes, 5.2 percent more than in the same
period of 2003. In contrast, the import of gasoline
amounted to 85,214 tonnes, 9.8 percent less than in the
same period of 2003 and about 5 percent less than diesel
imports.

Imports of Petroleum Products
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* The latest data available are for November 2004.
(Figures exclude public sector imports.)
Source: Customs and Excise Department
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Sources and Uses of Foreign Assistance
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According to the CDC, external development partners of
Cambodia disbursed a total of $5.2 hillion to support its
development programmes in 1992—-2003, 74.4 percent of
the pledges, not including 1998 and 2003 (when CG
meetings were not held). In 2003, $545.8 million was
disbursed, the highest amount in any year.

External Development Assistance Disbursements
by Year: 1992-2003
(millions of dollars)
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* Provisional data for 2003.
Source: Council for the Devel opment of Cambodia
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During 1992-2003, a total of $4.1 billion was disbursed in
grants, 79 percent of total disbursements, which were $5.2
billion. Of this, $0.5 hillion was granted for 1992—-1993,
$1.84 billion for 1994-1998, and $1.8 hillion for 1999
2003. In addition, disbursements as loans accounted for
$1.1 billion. Over the period 1999-2003, loan
disbursements amounted to $0.6 billion, 74 percent more
than during 1994-1998.

External Development Assistance Disbursements
by Terms of Assistance: 1992-2003

Grants
79%

Note: Provisional data for 2003.
Source: Council for the Development of Cambodia
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Among major external development partners, bilateral
donors disbursed about $2 billion during 1992-2003, 38
percent of total disbursements, among which Japan, the US
and Austrdia were the top three donors. Multilateral
agencies, which consist of United Nations agencies and
international financial institutions, provided $1.44 billion
during this period, while the European Union provided
$1.36 billion.

External Development Assistance Disbursements
by Major Donors: 1992-2003
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Note: Provisional data for 2003.
Source: Council for the Development of Cambodia

Cambodia Development Resource Institute — Page 5



Cambodia Economic Flash Report - February 2005

FUHYSHRSSMIB
National Budget Operations
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In October 2004, Cambodia's current budget surplus was
19.8 bhillion riels, 16.9 billion riels more than in the
preceding month. From January to October 2004, current
budget operations exhibited a surplus of 615 billion riels,
compared to 154.6 hillion riels during January—October
2003.

Current Budget Operations
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Note: Provisional for January—October 2004.
Source: Ministry of Economy and Finance

wgfiggan BOOG SJTIMBEISAYMME obd.cnmET
Amsjuye 6.o%gemiieys 1 uigny oolelugibooe hws
iASIgH 90% B 9.EdMSANSII 1jusHInT INUEsHm
Fboom iwanIBeungitmuiig bE% Ba 9.800MSANS 1
BangHUERUEaMEn Rs mie B dGH.mmSmNs
1. ngimangREi{m{uiswiie od% B madmaans
1j00 BHNGIBIMAGSAIRS 9% B Ome.EmSanstija 4

In October, Cambodias current budget revenues
amounted to 126.4 billion riels, a contraction of 8.6
percent from the preceding month. However, current
revenues increased by 18 percent, to 1,576 hillionriels, in
the first 11 months of 2004, compared to the same period
of 2003. This reflected a rise in tax revenues (by 25
percent to 1,200 billion riels). Collections from domestic
taxes on goods and services rose by 35 percent to 687.3
billion riels, taxes on international trade by 18 percent to
378 hillion riels and income tax by 15 percent to 131.5
billionriels.

Current Budget Revenue
(billion riels)
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Source: Ministry of Economy and Finance
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Cambodias current budget expenditures in October
declined by 21 percent, to 106.6 billion riels, from
September. For the first 11 months of 2004, current
expenditures totaled 961 hillion riels, 18.5 percent less
than in the same period of 2003. Of this, expenditures for
civil administration, which consists of central and
provincia administrations, fell by 22.5 percent, to 672.2
billion riels, while expenditures for defence and security
declined by 12.2 percent, to 252.4 hillion riels. Interest
payments on loans rose markedly, by 49 percent, to 36.4
billion riels.

Current Budget Expenditure
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Economic Activity of Selected Economic Partners of Cambodia
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In November 2004, US industrial production grew at an
annualised rate of 3.8 percent, 1.4 percentage points
lower than in the previous month. During the same
period, industrial production in Japan rose by 4.3 percent,
mainly due to a strong overseas demand for cars and
steel, according to Bloomberg News. Industrial
production in the European Union expanded by 1.5
percent in November.

Industrial Production in the US, Europe

and Japan
(percentage change over the previous year)
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In November, industrial output in South Korea—Asia's
third largest economy—rose at an annua rate of 10.1
percent, largely reflecting an increase in exports of cars,
computer chips and cell phones, according to Bloomberg
News. But if the South Korea won continues to gain
value against major currencies, exports will grow slowly

in the coming year. Industrial production growth in China
continued to slow, to 14.8 percent in November 2004.
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Note: The latest data available are for November 2004.

Sources. Economist (Dec.4-10, 2004)

Industrial Production in China and
South Korea
(percentage change over the previous year)
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Note: The latest data available are for November 2004.
Source: Economist (Dec. 4-10, 2004)

wliglm wooc slmnyanUInYDYYisidi omb
gotummiiogiys B o0 dewijstumauiieys 1 isileg
hifgidmgiagn mo.fde huanIRGRRueMgns TNt
ERMTHMUTONYS 1 pImuEiEn SOARYaNNUIng
19138 Sudig)id 1RSI Sthite &.8% 81 &.8% 1juom

In November, industrial production in Singapore surged
by 13.2 percent from a year ago, 10.8 percentage points
faster than in the previous month. Singapore's industrial
output rose further, by 31.7 percent in December, as
pharmaceutical output expanded more than five times
over a year earlier, according to Bloomberg News.
During the same period, industrial production in Thailand
and Malaysia grew at faster rates of 9.5 percent and 9.9
percent, respectively.

Industrial Production in Some ASEAN

Countries
(percentage change over previous year)
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Note: The latest data available for Thailand and Malaysia are for
November 2004.
Source: Economist (Dec. 4-10, 2004)
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Inflation Rates in Selected Economic Partners of Cambodia
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In November 2004, consumer prices in Japan rose by 0.8
percent from a year earlier. The Bank of Japan continues
to keep its inter-bank overnight loan rate (an equivalent
of the US Federal Reserve's funds rate) at 0.001 percent
until deflation pressures ease for at least a few months.
During the same period, consumer prices in the US rose
at an annual rate of 3.5 percent, while in the EU they rose
2.2 percent above the previous year.

Inflation Rates in the US, Europe and Japan
(percentage change over previous year)
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Note: The latest data available are for Nov 2004.
Sources. IMF and Economist (Jan. 15-21, 2005)
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In November, consumer prices in China were 2.8 percent
higher than in November 2003, but 1.5 percentage points
lower than in October. To curb the inflation rate further,
the Bank of China plans to cut money supply growth
from the 17 percent target set in January 2004 to 15
percent this year, according to Bloomberg News released
on 5 January. Prices in South Korea and Hong Kong in
November rose at annual rates of 3.3 percent and 0.2
percent, respectively.

Inflation Rates in China, Hong Kong and South
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Note: The latest data available are for November 2004.
Sources: IMF and Economist (Jan. 15-21, 2005)
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In November, consumer prices in Maaysia rose 2.2
percent above a year earlier, a five-year inflation high,
and are likely to hold at 2.1 percent in December, mainly
due to higher fuel prices and consumer spending that
raised food and transportation costs, according to
Bloomberg News. Consumer prices in Singapore rose by
1.7 percent from the previous year, while in Thailand the
inflation rate fell to 3 percent in November.

Inflation Rate in Selected ASEAN Countries
(percentage change over the previous year)
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Note: The latest data available for Singapore and Thailand are for

November 2004.
Sources: IMF and Economist (Jan. 15-21, 2005)

3 3
5

Apr-04 1
Jul-04
Aug-04 1

Nov-04 -

3
2 &8 8

Cambodia Development Resource Institute — Page 8



Cambodia Economic Flash Report - February 2005

$$ENTHPNRRB BGPIRRISIB
Exchange Rates in World Markets
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Euro and Japanese Yen against US Dollar
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In January, the US dollar continued to depreciate against | o754 o et osie \(/ 103
the Japanese yen, to 103.3 yen. In contrast, the dollar - = = Jpeneseyen (ight scae)
strengthened dlightly, by 0.67 percent, to 0.76 euros. The | om- T T 1 ir ; o 100
dollar has lost about 35 percent of its value against the 2 FR I S S % g3 3 F
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years. If the US deficit continues to grow, the dollar will
weaken further in 2005. The falling dollar has hurt | Note: Data are to 24 January 2005.
European and Asian exporters to the US. Source: Federal Reserve Bank of New Y ork
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In January, the Hong Kong dollar traded at 7.79 to the US South Korean won (right scale)

dollar, close to its peg rate of 7.80. The Hong Kong
Monetary Authority reveals that Hong Kong will
maintain currency stability regardless of any changes in
China's exchange rate policy (Hong Kong is the biggest
Chinese export market). At the same time, the South
Korean won continued to appreciate, to 1,041.2 won to
the US dollar, from 1,050.3 won in December.
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Note: Data are to 24 January 2005.
Source: Federal Reserve Bank of New Y ork
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In January, the Thai baht continued to gain value against
the US dollar, reaching 38.8 baht, mostly a four-year
high. According to Dow Jones, the baht’ s strength largely
reflects the dollar's weakness and strong capital flows
into Thailand. During the same period, the Singapore

dollar appreciated dslightly, by 0.2 percent, to 1.63 to the
USdollar.

Thai Baht and Singaporean Dollar against US
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Note: Data are to 24 January 2005.
Source: Federal Reserve Bank of New Y ork
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Commodity Prices in World Markets

Rice Prices and Production
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Although world rice production in the 2004/5 crop year 17,200 % 1 100
reached 397,353,000 tonnes, the highest level in the past 17,000 +
three years, rice prices in the Bangkok international % .
A L5

market are forecast to climb to $230/tonne in 2004, an 16,800 -

increase of 33 percent from 2001, according to the World 2001 2002 2003 2004
Bank. Thailand’s rice production amounted to 17,900,000 B Production ('000) (left scale)
tonnes in 2004/05, of which 9,000,000 tonnes were ——Rice Price (right scale)
exported. Note: Data for 2004 are estimated by World Bank.

Source: World Bank
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Thailand is not only the largest natura rubber producing -
country but also the leading rubber exporter. Thailand’s 10961
natural rubber net exports amounted to 2,593,000 tonnes % ‘ ‘ ‘
in 2003, the highest volume in the past four years. The 2000 2001 2002 2008

second largest natural rubber net exporter is Indonesia
Due to alarge demand for car tires, China has become the
largest user of natural rubber since 2001. In 2003, | Source: World Bank
China’s natural rubber consumption accounted for 18.7
percent of world consumption.
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In January, both crude oil and gasoline prices rose,
respectively to $36.92/barrel and 32.4 cents/litre, from | # LA S G G S (. S S (. . +21
$34.39 and 27.3 centd/litre in December. Since early £ 8 8 L % Z 3 @_ %3 %
2004, the crude oil price has remained higher than the L= < = 7 < © z o

Organisation of Petroleum Exporting Countries’ (OPEC) Crude il in Dubei: USHbarrdl (eft scele)
target band of $22-28 a barrel, set in March 2000.{  ----- Gesolinein US Guif Coest: centsflitre (right scale)
Nevertheless, OPEC has decided to keep its production | Note: Data are to 25 January 2005.

ceiling at 27 million barrels a day, according to Reuters. Sources: EIA and IEA
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