ISSN 1810-6358

Sapanesagsagns S0 grsTwiEduisgidnag

Cambodia Development Resource Institute

G e ad o
IUSHURNS YRS NERCREHREE
Flash Report on the Cambodian Economy

#&ES bood ,July 2005

ﬁ@g} §§5§ %@ﬁiﬁ% / Ms. Ouch Chandarany
Gé!ﬂﬁigg igﬁ {58511 / Ms. Pon Dorina
R 52 S§ / Mr. Hing Vutha

63 HY JRERNNG / Mr. Phim Runsinarith

urRiprI: ¢85 8528

gnm  Agm

Phnom Penh, Cambodia

TO SUBSCRIBE, PLEASE CONTACT:

Office Address: #56, Street 315, Tuol Kork, Phnom Penh, Cambodia, Postal Address: CDRI, PO Box 622 Phnom Penh, Cambodia
Tel: (855-23) 881-384/881-701/881-916/883-603 Tel/fax: (855-23) 880-734 E-mail: pubs@cdri.forum.org.kh Website: http://www.cdri.org.kh




Cambodia Economic Flash Report - July 2005

PSR S NN S B S SIR DB R S
vé (=4 * Gg
Main Economic Activities of Cambodia
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Garment sector fixed asset investments approved by the
CDC rose to $45 million in first quarter 2005, from $12.7
million in the preceding quarter. New approvals
accounted for $26.2 million in the first quarter, coming
from China, Cambodia, South Korea and the United
States, compared to $11.2 million in the preceding
quarter. The remaining $18.8 million was expansion
project approvals, up from $1.5 million. Compared to
first quarter 2004, fixed asset investment approvals in the
garment sector declined by 10 percent.

Fixed Asset Investments Approved by
CDC for Garment Sector

(US$ million)
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Note: Data include expansion project approvals.
Source: Council for the Development of Cambodia
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Monthly arrivals of foreign visitors using international
flights have continued to drop since the beginning of
2005, amounting to 65,212 persons in April, down from
72,001 persons in March. This downward trend will
continue in May if the pattern for a number of previous
years is repeated. Compared to April one year earlier,
however, the total number of foreign visitor arrivals by
ar rose by 43 percent. Arrivads a Siem Reap
international airport increased by 61 percent to 31,730
persons, while arrivals at Phnom Penh international
airport rose by 29 percent to 33,482 persons.

Foreign Visitor Arrivals by International Flights
(thousand persons)
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Note: Latest data available are for April 2005.
Source: Ministry of Tourism
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The value of construction project approvals in Phnom
Penh declined to $7.8 million in April, after a sharp
increase in March, when it reached $64 million. The
corresponding figure for April 2004 was $22.4 million.
The value of villa and house and flat construction
decreased from $5 million to $0.6 million and from $17

million to $5.8 million, respectively. Other construction
rose from $0.4 million to $1.3 million.

Value of Construction Project Approvals
in Phnom Penh (US$ million)
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Note: Latest data available are for April 2005.
Source: Department of Cadastre and Geography, municipality of PP
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During June, the price of gasoline in Phnom Penh
fluctuated between 3,200 riels/litre and 3,350 riels/litre,
while the price of diesel fluctuated between 2,400 and
2,600 rielg/litre. The average price of gasoline and diesel
was 3,241 rieldlitre and 2,487.5 rieldlitre in June, rising
from 3,235 riels and 2,475 riels, respectively, in May.

The price of second quality rice in Phnom Penh remained
unchanged at 1,050 riels'kg between May and June.

Prices of Gasoline, Diesel Oil and Second Quality

Rice in Phnom Penh
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Consumer prices in Phnom Penh continued to rise in
May, athough more slowly than in the preceding month.
Overall prices rose by 0.6 percent in May, compared to
1.3 percent in April. The slower increase mainly resulted

from a slowing of food price rises, stable gasoline and
diesal prices and declining clothing and footwear prices.

Consumer Price Index
(July-December 2000=100)
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Note: Latest data available are for May 2005.
Source: National Institute of Statistics
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Gold prices in Phnom Penh continued to rise sharply,
reaching $52.6 per chi in the first quarter 2005, the
highest level since 1999. It rose by 12 percent from $47
per chi in the preceding quarter and 14 percent from $46
per chi in the first quarter 2004.

Gold Price in Phnom Penh
(USS per chi)
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In June 2005, the riel traded at 4,114 riels/dollar,
continuing to depreciate against the US dollar as
compared to May, when it traded at 4,080 riels/dollar.

During the same month last year, the riel exchange rate
with the US dollar was 4,031 rielg/dollar.

Riels per US Dollar
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Sources. National Bank of Cambodiaand CDRI
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The riel appreciated against the Tha baht in June, by 2
percent to 101.2 riels/baht. Against the Vietnamese dong,
the riel continued to fal, reaching 25.7 riels per 100 dong
in June from 25.4 in May.

Riels per Thai Baht and 100 Vietnamese Dong
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Liquidity continued to rise, reaching 4,586.7 billion riels
in April 2005—a rise of 2 percent from the preceding
month. Foreign currency deposits increased by 2 percent,
to $807.8 million (3,268.2 billion riels), faster than the
increase in the preceding month. Riels both inside and
outside banks continued to increase, athough more
slowly than in the previous month.

Liquidity of the Banking System
(billionriels)
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Note: Data revised for March 2005.
Latest data available are for April 2005.
Source: National Bank of Cambodia
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Cambodia's total exports amounted to $151 million in
April, 11.3 percent more than in March. Exports of
garment products rose by 14.6 percent to $147.4 million
during this period. At the same time, exports of main
agricultural products, including rubber, rice and fish,
declined by 47 percent to $1.5 million. Rubber exports
dropped by 61 percent to $0.9 million, while rice and fish

rose by 40 percent to $0.3 million and by 4 percent to
$0.3 million, respectively.

Cambodia’s Main Exports
(US$ million)
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Note: Latest data available are for April 2005.
Source: Customs and Excise Department
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Imports of cigarettes amounted to $24.2 million in April,
a decrease of 28 percent from March. Imports of cement
and steel also declined during this period, by 7 percent to
$13 million and by 20 percent to $6 million, respectively.
Compared to a year earlier, imports of cigarettes and

cement climbed by 3 percent and 4 percent, whereas steel
imports declined by 32 percent.

Imports of Cigarette and Construction Materials
(billion riels)
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Note: Latest data available are for April 2005.
(Excluding public sector imports.)
Source: Customs and Excise Department

igfiersan Sige Suiugign medivy clbamsgani
be.d%iEethimsliedn 1 misiganRstiumgitne

ge.ole 8 ma.amnstans  Sinnnnmisisuainswes

9&.fl% B 90.9m88ANT 4 ifuikieismn booe mIsigw
Ngaswss on.ce OfIN ce.mansgans  dmisisasii
swis B.0% NFiG 90.£AN8LANT 4

The value of diesel and gasoline imports totalled $47.2
million in April, 28.6 percent more than in March. The
value of diesdl imports rose by 55.7 percent to $36.6
million, while gasoline imports decreased by 19.7 percent
to $10.6 million. Compared to April 2004, diesel imports
decreased by 17.4 percent from $44.3 million, and
gasoline imports declined by 2.7 percent from $10.9
million.

Imports of Petroleum Products
(billionriels)
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Note: Latest data available are for April 2005.

(Excluding public sector imports.)
Source: Customs and Excise Department
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In 2005, a SEILA budget of $9.3 million is planned for
provincia investment, alocated to four major
development sectors: economic, social/gender, natural
resources and environment management (NREM)/land
and planning/information. Provincial investment in
economic development accounts for the largest
share—$5.4 million in 2005, down from $6.8 million in
2004, followed by social/gender ($2.8 million up from
$2.47 million). The planned budget for NREM/land
amounts to $0.7 million, down from $1.56 million, while
planning/ information receives $0.3 million, up from
$0.27 million.

SEILA 2005 Budget for Provincial Investment, by
Main Development Sectors
(US$ million)
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Budget 2005
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The 2005 SEILA budget for provincial investment in
economic development, which totals $5.4 million, is
broken down into agricultural extension ($3.57 million,
up from $2.93 million in 2004), water resources ($1.5
million, from $2.4 million), rural roads ($0.27 million,
from $1.4 million), public works ($0.08 million, from
$0.06 million), tourism ($0.02 million, from $0.01 million)
and mines/industry ($0.01 million, anew item in 2005).

SEILA 2005 Budget for Provincial Economic
Investment

Mines/ Industry
0.2%
Public works
1.5%
Rural roads
4.9%

Agricultural
extension
65.6%

Tourism

Water 0.4%

resources
27.3%

Source: Seila Task Force (January 2005), Annua Work Plan and
Budget 2005
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A total of $2.8 million of SEILA funds is devoted to
provincia investment in social/gender development in
2005, compared to $2.5 million in 2004. Social/gender
development focuses primarily on rural water/sanitation
(%$0.9 million, from $0.8 million), gender ($0.8 million,
from $0.6 million), education (stable at around $0.5
million), community development ($0.3 million, from
$0.2 million), health ($0.2 million, from $0.3 million),
culture and religion (about $0.05 million in both years)
and social affairs ($0.05 million, from $0.04 million).

SEILA 2005 Budget for Provincial Investment in
Social/Gender Development
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Source: Seila Task Force (January 2005), Annua Work Plan and
Budget 2005
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National Budget Operations
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In February 2005, the current budget surplus declined to
98.4 hillion riels, from 169.3 billion riels in the preceding
month. The decrease in surplus reflected a sharp increase
in current expenditure (from 9.3 to 82.2 hillion riels),
while current revenue remained almost unchanged (from
178.6 to 180.6 billion riels). The current surplus was 27
percent higher than in February 2004.

Current Budget Operations
(billionriels)
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In February, current revenue was 180.6 billion riels, up 2
billion riels from 178.6 billion riels in the previous
month. Domestic tax increased by 4.5 percent to 105.5
billion riels, offsetting the decline in customs duties and
non-tax revenues (by 6 percent to 33.5 hillion riels and by
0.8 percent to 41.6 billion riels, respectively). Current
revenue rose by 24 percent from 146 billion in February
2004.

Current Budget Revenue
(billion riels)
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Note: Provisional for Jan—Dec 2004 and Jan—Feb 2005.
Source: Ministry of Economy and Finance
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In February, current expenditure amounted 82.2 hillion,
up about 73 billion riels from 9.3 hillion riels in the
preceding month. In February, atotal of 22.3 billion riels
went into defence and security, 18 billion riels to socia
administration, 16.2 hillion riels to genera
administration, 2 billion riels to economic administration
and the rest to other expenditure. Compared to the same
month of 2004, current expenditure was 20 percent
higher.

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 2004, the United States deficit on trade in goods and
services was the greatest ever at $617.58 hillion. This is
about 24 percent higher than in the previous year and 36
percent higher than the five-year average 2000-2004. In
2004, the EU and Japan increased their trade surpluses
from the previous year. The surplus on goods and
services in the EU was recorded at $178 hillion, 26
percent higher than the previous year. The surplus on
goods and services in Japan was $94 hillion, about 30
percent higher than in 2003.

Balance on Goods and Services in the US, EU and
Japan (USs$ billion)
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In 2004, the surpluses on goods and services in Hong
Kong and South Korea increased over the previous year.
South Korea's trade surplus was $29.39 hillion,
compared to $14.55 hillion in 2003. Hong Kong's trade
surplus was $16.4 hillion, 15 percent higher than in 2003.

Balance on Goods and Services in China, Hong
Kong and South Korea (US$ billion)
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Sources: Bank of Koreaand Hong Kong Department of Statistics
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In 2004, the surpluses on goods and services in Singapore
and Malaysia increased, while in Thaland it fell.
Singapore’ s trade surplus recorded a dramatic increase to
$53.58 bhillion in 2004 from $30.45 billion in 2003.
Maaysia's surplus rose relatively slowly to $25.18
billion in 2004. The surplus on goods and services of
Thailand in 2004 declined dlightly to $7.08 billion from
$8.8 hillion in 2003.

Balance on Goods and Services in Selected
ASEAN Countries (US$ billion)
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Inflation Rates in Selected Economic Partners of Cambodia

igligian grfmaisitteneswesmiunigsd whwany | INflation Rates in the US, Europe and Japan
< ! ! oo (percentage change over the previous year)

o

i EnndmeiminlHnmuiing Sumans 1 IGERal |

[meitRsugEE Tl miuny obis wsfin 0% 4 isiie | | /\/\ L~
1gan IBGSMII{ma 191 eu msHEGIEsIEHmemIi[

2%

[usREieinwisi iy ©.9% gl us NiRsHw m.E% —usa —Eu

1% — Japan

Japan’s consumers were less pessimistic in April as the
outlook for wages and employment improved. Consumer
prices rose slightly, taking the cumulative change for 12 | \/\/ — A
months to O percent. Japan’'s central bank governor has
vowed to maintain the bank’'s zero interest rate policy | 1%
until prices stop falling. During April, consumer price ‘
increases remained unchanged at an annualised rate of 2.1
percent for the fourth consecutive month in the EU and | Note: The latest data available are for April 2005.

roseto 3.5 percent in the US. Sources: IMF and the Economist (18-24 June 2005)

Jul-04

Apr-04
May-04
Jun-04
Aug-04
Sep-04
Oct:
Nov-04
Dec-04
Jan-05
Feb-05
Mar-05
Apr-05

ielietsan  spnaRamGBmiimansits  swusuniy Inflation Rates in China, Hong Kong and South
> ' Korea (percentage change over the previous year)

0.0% bfin b.azislisdn hwanidasmIinhigyy

6%

muni wisivint hosdia o.gwgimhumunywgiys /\/\
(qwrufin 0.GwrntieEs) hwanifnisfsnnigRems “%'_/\\ f;
. —

tejemjshiy IjuHUINT Sumunihyuths ¥ ielgiiengy | ]

] o o v = i v o |
IRGSMI{U{Ma IH8 m.g%gmm:gm@ﬁmﬁmemﬁﬂ Y oo i~

China's annual consumer inflation rate eased to 1.8 = ::;”iimg
percent in April, down from 2.7 percent in March, driven | “‘ Ore‘a

to a large e>_<tent_by a Qrop in food prices. _Hong Kong ™ s s 3 3 s s 3 3 8 8 8 8
consumer prices in April were 0.5 percent higher than a § & 35 3 2 & 8 3 & 5 8 & 3

year earlier, a smaller increase than the 0.8 percent risein | Note: The latest data available are for April 2005.
the year to March, due to moderated increases in the Sources: IMF and the Economist (18-24 June 2005)
prices of package tours, jewellery and basic foodstuffs. In
South Korea, consumer prices increased by 3.1 percent in
the year through April.
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Consumer prices in Singapore increased 0.4 percent in | 10,4+ N
the year through April, reflecting higher food and .
education costs. The central bank has been allowing the :

N
"

Singaporean dollar to strengthen to help keep inflationin | 0% — A
check. During the same period, Thailand’'s consumer 3333333338883
price index rose 3.6 percent year on year, accelerating g § 333 §8 38585828 %

from 3.2 percent a month earlier. Malaysa s inflation in Note: The latest data available are for April 2005.
April was an annualised 2.7 percent, up from 2.6 percent | sources: IMF and the Economist (18-24 June 2005)
in the year to March.
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In June 2005, the US dollar gained its value against most
major currencies. It was traded at 0.82 against the Euro,
up from 0.79 a month earlier. Against the Japanese yen, it
was exchanged at 108.44 from 106.65 in May. The main
factors behind these developments are |ess-than-expected
US trade deficit and expectations of higher interest rates
in the United States, speculation about slower economic
growth and lower interest rates in the EU, and concerns
about surging oil prices and a shrinking trade surplus in

Japan.

Euro and Japanese Yen Against the US Dollar
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In June 2005, the Hong Kong dollar strengthened slightly
against the U.S dollar after the Hong Kong authorities
adopted a wider band of 7.75 to 7.85 HKD per US dollar.
The Hong Kong dollar traded at 7.77 HKD/USD, from
7.79 a month earlier. During the same period, the South
Korean won fell against the U.S dollar, exchanged at
1009.59 Won/USD from 1001.75 Won/USD in May. The
South Korean won was weighed down by potential
interest hike in the US and worries over increasing oil
prices.

South Korean Won and Hong Kong Dollar
Against the US Dollar
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In June 2005, the Singapore dollar lost its value against
the USD, fdling to 1.67 SGD/USD from 1.651
SGD/USD in May 2005. During the same period, the
Tha baht also eroded against the USD, trading at 40.84
THB/USD, a 2.6 percent depreciation from a month
earlier. Along with most other Asian currencies, the
Singapore dollar and the Thai bath weakened against the
USD, after there was a report that the US trade gap was
less than previoudly forecast and on speculation that the
Fed would raise its benchmark interest rate.
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Commodity Prices in World Markets
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In May, world rice prices fell due to a large amount of
rice available for export, even with an active import
demand. The international prices index (IPO) decreased
by 1 percent from the previous month to 119.4 points.
Rice pricesin the US in May were stable at $309 per ton.
In Thailand, prices decreased by 1 percent to $297 per ton
from $299 per ton in April. The decrease in the Thai rice
price is mainly due to a government policy of supporting
domestic prices. The rice price in Asia may continue
falling as the second harvest arrives.

International Prices Index and Export Rice Prices
(US$/ton FOB)
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The price of soybeans and maize rose in June. The price
of soybeans increased by 8 percent from the previous
month to $267.76 per ton, and maize rose by 3 percent to
$98.15 per ton. The price of palm oil in May declined by
3 percent from the previous month to $417 per ton, about
19 percent lower than the price in May 2004.

International Prices of Palm Oil, Soybeans
and Maize (US$/ton FOB)
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In June, the prices of crude oil and gasoline rose. The
OPEC spot price for crude oil was $48.83 per barrel, a9
percent increase from the previous month. The OPEC
spot priceis set just 1 percent higher than the all-country
spot price. Regular gasoline on the US Gulf Coast rose by
7 percent to 39.91 cents per litre, compared to 37.19 cents
per litrein April.

Prices of Crude Qil and Gasoline
55
50 -
45 1
40
35 4
30
25 A
20

Jun-04
Jul-04 |
Aug-04
Sep-04 |
Oct-04 |
Nov-04 |
Dec-04 |
Jan-05 |
Feb-05 |
Mar-05 |
Apr-05 |
May-05 |
Jun-05 |

OPEC crude oil spot price (US$/barrel)
= = = Gasoline price on US Gulf Coast—cents/litre

Note: Data are up to 26 May 2005.
Source: US Energy Information Administration

Cambodia Development Resource Institute — Page 10



Cambodia Economic Flash Report - July 2005

S S
EBINCIUHS
S >

Economic News

tgwifsiginrindnsgipmsingth: gntnsionmniiiu ns
naitg or.emsganminym RYRminaigaenag
fin whiuhy SueAnuhgy 1 tswissmg biiss 1 disnge
MUMOATT SHRN me ganssanisngRgatnpRuim
InaiMIEAIgAERE mijg[eheluRy SunRnuEy
1 8ienGe Shimw momnsEanIntuRYMnHRigEI N
i ewimiugmn iy megenmen; 1 aigiossn
R SgwrREAMITEAMN: AYMIAIUBARED  DsmIUthi
cotansgans 4

nfnSnympmaguigniod: sfuingmizumonme
i neipasitaigeiotisipudion Snegname eiie
ARt 1 metiys #RSNSURIE MEoH/kwh BT €okwh D
IO HN, BHOi/kwh WiNTBIRE #0-900kwh, B DEO}
dnusiannilal o0okwh 1 MuRiNG [Hivd geos wGHT
kwh Gitned 1TGSITWIMN gokwh TTWHIUHLL dE0:
UB{ADY kwh ORI HIRN 900 kwh 1 HrIRIEIFINTEE)
it igERnSmgighedthuisiiiinamy Buis jwshiin
inwHRtnmmIemmiing  neifsiGnm igisemsuing
GrbHNATSILNAS

[mufis  cmBv  ushunEinjusmAaginmmanHuds
Oksan Cambodia: FRGEI]HIS (JUT]8 CMBY Gun
GE% ismaeiaginim Singmiinguld den.vb 1eifus
HQ OMUAIRIGE eRun0uRl 9 ERUDERRIUNER
waniis Silniewtl (Hed]s Oksan WeWst wslignma
TR YA d.mansimasipirigiggumsmminiss
pMWMINUEEs  nsgumAn  mumsiinoms
HiuhsansuiuRmigl o.Gmamnsgans

igipy mewfamimigtigemmatmd: igipuen wsuilis
mimighAEsfsmnrunEsigisipneais 8y son oy g
TURIGEwAY nesnjsalimiswnstghgnigie: 1
BB EUIENIRHTISMAN Han Duck-sco MSSNW fitnfis
IERE U MABNRIRITNGn ¥ BAiY ce whwan
ippugrmetsmRbRgimigmn Sumishieg 1 gRu(g
nuieBenyinAigd  mamimiym&ingiunfuiisgamn

AnNguIg SufnnssinAm 4

More aid for Cambodia’s poor: The European Union
executive has extended aid worth $65.9 million to
Cambodia to boost economic and social development
as well as good governance. The executive signed a
two-part deal with the Cambodian government. Under
the first arrangement, the EU will make available $35.5
million for cooperation focused on economic
development, social sector support and good
governance. The second arrangement will provide $30
million for long-term development activities aimed at
dleviating poverty in three northwestern provinces.
Grant aid from the European Commission to Cambodia
since 1992 totals more than $485 million. (Cited from
ABC Radio Australia, 21 June 2005)

EdC Announces Hike in Electricity Costs: State-run
Electricité du Cambodge is planning to increase the
cost of electricity in Phnom Penh and Kandal province
by July. Previously, customers were charged 350
riels’/lkwh for the first 50 kwh used, 550 riels/kwh for
50-100 kwh and 650 riels for more than 100 kwh.
With the new hilling system, customers who pass the
first 50 kwh threshold will pay the higher cost of 550
rielsfor every kwh used to that point, those who break
the 100 kwh threshold will pay 650 riels for every
kwh used to that point. Residents of Phnom Penh have
long complained that electricity costs are aready
higher than in Vietham and Thailand, and business
experts warn that the costs deter investors. (Cited
from the Cambodia Daily, 11-12 June 2005)

CMBYV Signs Agreement to Acquire Significant
Gold Exploration Interests from Oksan Cambodia:
Cambodian Ventures Limited (CMBV) has signed a
definitive agreement to acquire gold exploration
interests from Oksan Cambodia Corporation. CMBV
has acquired an 85 percent controlling interest in an
84 square kilometre minera exploration and
exploitation licence in an area called Antrong, in Kaev
Seimadistrict, MondolKkiri province. Based on surveys
by geologists and mining engineers, Oksan estimates
that about 6.3 million tons of gold-bearing mineral ore
exist within the licensed area. As stated in their report,
the total potential value of gold deposits in the
licensed areais estimated at about $1.8 hillion. (Cited
from press.arrivenet.com, 9 June 2005)

Oil price heightens Asian deficit fears: The high
price of oil has heightened concerns about widening
current account deficits in Thailand and India, with
South Korean officials predicting a slowdown in
economic growth this year. Han Duck-soo, South
Kored' s finance minister, said economic growth was
likely to drop from an expected 5 percent to about 4
percent, reflecting the impact of high oil prices on
domestic demand and exports. Officials in less
developed countries have become increasingly
concerned about their widening current account
deficits and a possible rise in inflation. (Cited from
Financia Times, 27 June 2005)
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