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Main Economic Activities of Cambodia
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During the third quarter 2004, only $6.4 million was 40
invested in the service sector, compared to $76 million
in the preceding quarter. Within services, investment in 201
hotels and tourism (the main sub-sectors) declined by
63 percent to $3.8 million and 93 percent to $2.6
million, respectively.
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Note: The latest data available are for September 2004.
(Including expansion projects.)
Source: Council for the Development of Cambodia
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In October 2004, the number of visitors arriving on | 4, Do Dot Infermational Airoert
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international flights totaled 51,517 persons, a rise of s ) . o
. — Siem Reap Airport
16.5 percent compared to the preceding month. . I O S E
Visitors landing at Phnom Penh international airport 2 2 2 2 3 2 3 2 T & T T L 3
numbered 24,968 persons in Octobe.r, 16.2 percent 38 % 2 58 2255z 2 328
more than in September. At the same time, Siem Reap
international airport received 26,549 visitors, a 17
percent increase. Note: The latest data available are for October 2004.
Source: Ministry of Tourism
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Sixty one applications were received by the
Municipality of Phnom Penh for approval of| .
construction projects, in October 2004 compared to
105 projects in September. Of this, 7 applications were
for house construction, 45 for apartments and the rest
for ‘other construction’. Compared to October 2003,
there was a slight increase in construction project
applications.
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Source: Department of Cadastre and Geography of the municipality of
Phnom Penh
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Price and Interest Rate Developments
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Between November and December 2004, gasoline
prices in Phnom Penh, Battambang, and Siem Reap
remained unchanged. In Battambang, the price of
gasoline was 3,000 riels/litre, compared to 3,050
riels/litre in Siem Reap and Phnom Penh. Compared to
December 2003, price of gasoline in Phnom Penh rose
significantly, from 2,400 riels/litre to 3,050 riels/litre.
Apart from an increase in world prices, the domestic
price was also affected by an increase in import taxes
on gasoline (a rise of 3 percent since January 2004).

Price of Gasoline in Battambang, Siem Reap and
Phnom Penh (riels/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 continued to decline
in November 2004, dropping slightly by 0.4 percent
over the preceding month. Declining food prices
(mainly of pork, chicken, fish and leafy vegetables),
and the price of cloth, footwear, and medical care
costs, depressed the overall consumer price index,
although offset slightly by an increase in the cost of
transportation and communication.

Consumer Price Index
(July—December 2000 = 100)
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Note: The latest data available are for November 2004.
Source: National Institute of Statistics
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As of October 2004, the interest rate on 12-month fixed
deposits (in riels) offered by the Foreign Trade Bank (FTB)
was 6.5 percent, compared to 6 percent quoted by both
Canadia and ACLEDA bank. For dollar-deposits, ACLEDA
bank offered 6 percent, while FTB and Canadia banks
quoted a 5 percent rate. Compared to October 2003, FTB
reduced its interest rate by 0.5 percent on dollar-deposits,
while Canadia and ACLEDA banks cut down their interest
rates by 1 percent and 0.5 percent, respectively, both on riel
and dollar deposits. Based on the data from ACLEDA bank,
about $32 million was deposited in all types of accounts
with ACLEDA bank as of October 2004, 142.6 percent more
than in December 2003.

12 Month- Fixed Deposit Interest Rate
(As of October 2004)
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Source: National Bank of Cambodia.
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Exchange Rate and Monetary Developments
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At the end of 2004 the riel-dollar exchange rate stood
at 4,030 riels/dollar, appreciating very slightly over 390
November-December. The riel continued to appreciate
against the dollar for the third consecutive month, in 380
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Source: National Bank of Cambodia and CDRI

Riels per Thai Baht and 100 Vietnamese Dong
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Source: CDRI and the Economist
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In October 2004, total money supply (M2) was 4309.4 Looo | M Money and Time and Saving Deposits
billion riels, 3.4 percent higher than in the preceding ’
month. This reflected a rise of nearly 5 percent in 500
quasi-money, mainly consisting of foreign currency
deposits (FCD) and time and savings deposits. FCD
rose by 4.8 percent to $773.8 million, and time and
savings deposits increased by 2.5 percent to 104.7
billion riels in October 2004, compared to September. | Note: The latest data available are for October 2004 (provisional data) .
M1 declined, but more modestly by 1 percent. Source: National Bank of Cambodia

OForeign Currency Deposits

Jan-04
Jun-04

Jul-04
Aug-04
Sep-04
Oct-04

Oct-03
Nov-03
Dec-03
Feb-04
Mar-04
Apr-04
May-04

Cambodia Development Resource Institute — Page 3



Cambodia Economic Flash Report - January 2005

mcﬁesss-ssigﬁgssa&s
% v6é
External Trade

munimsignaminwiuinng fugiboo (Gnvnsmizga
MISHBMIUAWISNRYMESNIY o.0mb.mamnsgan J bee
IBemiImINEEMANFIDoOM 1 pinssmisiEMie] Us B
99.6% U 9.09M.Aansgni. mishiumiel EU iRsuntigims

Gme B0 COE.CANSHNTRMISIEMIG [T MmenNa

RS % B3 GM.MANSHANT 4

In the year leading up to October 2004, Cambodia's
exports totaled $1,732.3 million, 24 percent more than
the same period in 2003, according to the Customs and
Excise Department. Of this, exports to US markets
accounted for 61.4 percent. Over the same period,
exports to the EU rose sharply by 43 percent to $478.4
million. Exports to ASEAN countries, however, fell by 4
percent to $43.3 million.

Cambodia's Exports by Regions

(in millions of dollars)
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Note: The latest data available are for October 2004.
Source: Customs and Excise Department
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In terms of main items of imports, cement imports fell
by 17 percent to 67,102 tonnes in October 2004, from
80,978 tonnes in September. In contrast, steel imports
more than doubled reaching 7,728 tonnes, compared to
2,578 tonnes between September and October. For the
first ten months of 2004, cement imports totaled 808,218
tonnes, 4 percent more than the same period in 2003.
During this period, the import of steel rose by 47 percent
to 62,904 tonnes.

Imports of Construction Materials
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Note: The latest data available are for October 2004.
(Excluding public sector imports.)
Source: Customs and Excise Department
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In October 2004, 36,320 tonnes of diesel was imported,
1.2 percent higher than in the preceding month.
According to the Custom and Excise Department, the
custom value of imported diesel was 1,080 riels/litre
while taxes levied amounted to 570 riels/litre, in

October. Gasoline imports fell by 5.5 percent in the
month leading up to October.

Imports of Petroleum Products
(thousand tonnes)
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Sources and Uses of Foreign Assistance
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A total of about $45 million dollars has been requested from
the World Bank for two education projects: (a) the Cambodia-
Basic Education Project, which concentrates on primary
education (70 percent) and secondary education (30 percent)
with the aim of expanding access to basic education of poor
and disadvantaged children, and improve the quality of basic
education ($20 million), and (b) the Cambodia-Higher
Education Project which aims to produce more skilled
university graduates by improving the quality and market
relevance of higher education.

Proposed Projects on Education for World
Bank Loan
(in millions of dollars)
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Education

Project

Source: World Bank
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Project aid disbursed by the World Bank in the third quarter
2004 was $6.3 million while similar ADB loans disbursed
reached $15.4 million. From January to September 2004, the
disbursement of loans by these two agencies totaled $33.1

million and $45.8 million, respectively, accounting for over
98 percent of all aid disbursed.

External Loans for Project Aid Disbursement by
Major Donors ( in millions of dollars)
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Note: Provisional for January-September 2004
Source: Ministry of Economy and Finance
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The budget for the Program for Provincial Investment of
the SEILA program in 2004 was $11.1 million, broken
down as follows: 62 percent ($6.8 million) for economic
development (mainly agriculture, rural roads, and
irrigation); 17 percent ($1.9 million) for social
development, especially education, health, and water-
sanitation; 14 percent ($1.6 million) used for Natural
Resource and Environment Management (NREM) program
and 5 percent ($0.6 million) for gender related projects.
The remainder ($0.3 million) was allocated for
planning/information.

Budget Plan 2004 of Seila Program for
Provincial Investment by Development
Category (in millions of dollars)
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Source: Seila Task Force (January 2004), Annual Work Plan and Budget 2004
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National Budget Operations
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According to the provisional data from Ministry of
Economy and Finance current budget implementation
for September 2004 shows a surplus of 2.8 billion riels
— somewhat lower than in the preceding month.
Generally government spending tends to rise relative to
revenues towards the end of the year. The reason for
this shift in the trend is not apparent.

Current Budget Operations

(in billion riels)
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Note: Provisional for January-September 2004.
Source: Ministry of Economy and Finance
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Current budget revenues contracted by 15 percent to
138 billion riels in September 2004, compared to 163
billion riels in August. Tax revenues fell by 18.5
percent while non-tax revenues went down by 5.4
percent. Revenues from profit tax, excise duties, VAT,

and customs duties declined by 27 percent, 25.6
percent, 18.4 percent, and 13.2 percent, respectively.

Current Budget Revenue (in billion riels)
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Note: Provisional for January-September 2004.
Source: Ministry of Economy and Finance
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Current expenditures increased by 22.5 percent to
135.5 billion riels over August-September 2004.
Expenditures on wages, which make up 44 percent of
total current expenditures, rose slightly by 3.5 percent.
In addition, non-wage expenditures increased by 43
percent.

Current Budget Expenditure
(in billion riels)
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Note: Provisional for January-September 2004.
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In October 2004, industrial production in Japan
contracted by 1.1 percent, the first decline since
August 2003. This was accompanied by a slowdown in
export growth prompting Japan's central bank to
downgrade its assessment of the economy for the first
time in more than a year, as reported in the Daily

Industrial Production in the US, Europe
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Sources: The Economist (Dec.4-10, 2004)
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Inflation rates in Selected Economic Partners of Cambodia
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In October 2004, consumer prices in the US climbed to
3.2 percent and continued to rise further to 3.5 percent
in November, the highest increase since May 2001.
The inflation report pushed the Fed to raise its
benchmark (overnight) bank-lending rate by a quarter
percentage point in mid-December 2004, to 2.25
percent. During October, consumer prices in EU area
rose by 2.4 percent over the previous year.

Inflation Rate in the US, Europe and Japan
(percentage change over the previous year)
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Note: The latest data available are EU area and Japan for Oct 2004.
Sources: IMF and the Economist (Dec. 4-10, 2004)
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In October 2004, consumer prices in Hong Kong rose
slightly by 0.2 percent, year-on-year basis. According
to the Associated Press, this is attributable to lower
poultry prices and cost of package tours. Over the same
period, inflation rates in China and South Korea fell by
4.3 percent and 0.2 percent.

Inflation Rate in China, Hong Kong and South

Korea
(percentage change over the previous year)
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In October 2004, consumer prices in Thailand rose at an
annual rate of 3.5 percent, 0.1 percentage points slower than
in the previous month. Bloomberg News reported that Thai
consumer prices in November 2004 grew at only 3 percent
in five months in the face of falling crude oil costs and a
stronger bath. During October, consumer prices in Malaysia
and Singapore rose by 2.1 percent and 1.9 percent over the
previous year, respectively.

Inflation Rate in Selected ASEAN Countries
(percentage change over the previous year)
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Note: The latest data available are for Oct 2004.
Sources: IMF and the Economist (Oct. 4-10, 2004)
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Exchange Rate in the World Markets
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In December 2004, the US dollar continued to
depreciate against the Japanese yen for the fourth
consecutive month, falling to 103.9 yen/US$ — a
depreciation of 0.7 percent from November. According
to Bloomberg News, the rise may reflect greater
optimism regarding Japan’s economic recovery in
2005. During the same period, the US dollar
depreciated against the Euro by 2.4 percent, falling to
0.75 Euro/dollar compared to 0.77 Euro/dollar, in
November.
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In December 2004, the South Korean won continued to
strengthen against the US dollar, rising to 1,052.9
won/US$—an appreciation of 3.2 percent compared to
November. The Bank of Korea has intervened in the
foreign exchange market to stem the won’s
appreciation, according to Bloomberg News. At the
same time, the Hong Kong dollar remained mostly
unchanged against the greenback, trading at 7.77 HK
dollar/USS.
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In December 2004, both the Thai baht and Singapore
dollar continued to appreciate against the US dollar,
rising to 39.32 baht/US$ and 1.64 S$/USS,
respectively. In 2004 as a whole, the Thai baht and
Singapore dollar traded at 40.28 baht and 1.69 S$ per

USS, an appreciation of 3.04 percent and 3.03 percent,
compared to a year ago.
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Commodity Prices in the World Markets
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