ISSN 1810-6358

SANENNBRNBAMV RO {FISLISELHASYRALD:

Cambodia Development Resource Institute

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

éga bood , June 2005

ﬁé‘%ﬁ 3555 %sgam% / Ms. Ouch Chandarany
Gaﬂﬁﬁg féﬁ zfészsn / Ms. Pon Dorina
W B2 S& / Mr. Hing Vutha

63 H6 JRE’NNG / Mr. Phim Runsinarith

ginm  Agm

Phnom Penh, Cambodia



Cambodia Economic Flash Report - June 2005

SR S NN S B S SIR DB RBS
vé (=} > Sg
Main Economic Activities of Cambodia
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Private investment approvals in the service sector, which
includes hotels, tourism and other services, amounted to
$53.3 million in the first quarter of 2005. Of this, $42.4
million and $4 million were invested in hotels and
tourism (e.g. golf course and sport club complex),
respectively. The remaining $7 million was for other

services. A year ago, investment in the service sector
registered only $9.5 million.

Private Investment in Services Sector
Approved by CDC (US$ million)
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Note: Data include expansion project approvals.
Source: Council for the Development of Cambodia
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The number of foreign visitor arrivals to Cambodia by air
has continued to increase since the second quarter of
2004, reaching 231,736 persons in the first quarter of
2005. On the other hand, visitors entering Cambodia by
land and boat declined to 148,863 persons in the first
quarter, after increasing for two consecutive quarters.
Compared to the first quarter of last year, arrivals by air
and by land and boat jumped sharply, by 47 percent and
54 percent respectively.

Foreign Visitor Arrivals to Cambodia by Air,
Land and Boat (thousand persons)
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Note: Latest data available are for March 2005.
Source: Ministry of Tourism
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Construction projects approved by the municipality of
Phnom Penh were valued at around $106 million in the
first quarter of 2005, compared to $64 million in the
preceding quarter. During this period, the value of
apartment  construction projects remained amost
unchanged (from $46.3 million to $48.6 million), while
villa and house and other construction projects rose
sharply (from $5.5 million to $14.3 million and from
$12.4 million to $43.1 million). Compared to the first
guarter one year earlier, the total value of construction
project approvals in Phnom Penh increased by 46 percent.

Value of Construction Project Approvals
in Phnom Penh
(USS$ million)
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Source: Department of Cadastre and Geography, The Municipality of
Phnom Penh.
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Price and Interest Rate Developments
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The average prices of gasoline, diesel oil and second
quality rice in Phnom Penh remained stable at 3,235
rielg/litre, 2,475 rield/litre and 1,050 riel s/kg, respectively,
from April to May 2005. The same prices were only
2,800 rielg/litre, 2,000 rielglitre and 955 riels’lkg in May
2004.

Price of Gasoline, Diesel Oil and Second Quality
Rice in Phnom Penh
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Consumer prices in Phnom Penh continued to rise (1.3
percent) from March to April 2005. The price of food and
cost of transportation rose by 2.8 percent and 1 percent,
respectively, during this period. Overall consumer prices
in Phnom Penh increased by about 6 percent over April
2004-2005, compared to a 1.6 percent increase over April
2003-2004. This reflected the greater increases in food
and fuel prices, which rose by 8.4 percent from 2.5
percent and by 12.2 percent from 5 percent, respectively.

Consumer Price Index
(July-December 2000=100)
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Note: Latest data available are for April 2005.
Source: National Institute of Statistics
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The rea daily earnings of skilled construction workers
rose to 14,400 riels in February 2005, 8 percent higher
than in the same month last year. However, the real daily
earnings of garment workers declined by 1.2 percent to
9,200 riels, based on CDRI's survey of vulnerable
workersin Phnom Penh.

Real Average Daily Earnings of Garment and
Skilled Construction Workers in Phnom Penh
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Source: CDRI
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Exchange Rate and Monetary Developments
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The rid fell sharply against the US dollar between April
and May, trading at 4,080 riels/dollar in May, from 4,030
riels/dollar in April. The riel aso depreciated against the
dollar as compared to May a year earlier (by 1.5 percent
from 4,020 rielsg/dollar).

Riels per US Dollar
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The riel depreciated against the Thai baht in May 2005,
after appreciating in the preceding month, while the riel
continued to fall against the Vietnamese dong. The riel
traded at 103.34 riels/baht and 25.43 riels/100 dong in
May, from 102.3 riels/baht and 25.3 riels/100 dong in the
preceding month. Compared to the same month last year,

the riel depreciated by around 3 percent against both the
baht and the dong.

Riels per Thai Baht and 100 Vietnamese Dong
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Liquidity of the banking system continued to rise, a a
rate of 1.4 percent in March, faster than in the preceding
month, when it grew by 0.5 percent. Of this, the riel
component rose by 2.1 percent, to 1,311.3 billion riels,
while the value of foreign currency deposits increased by
1.2 percent, to 3,189.3 hillion riels equivalent to $791.2
million.
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Note: Latest data available are for March 2005.

Source: National Bank of Cambodia
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Cambodia’ s garment exports amounted to $445 millionin | 200
the first quarter of 2005, 14.5 percent less than in fourth | 100 |
quarter 2004, but 16 percent more than in first quarter =R

I

2004. The trend of total exports mirrored the trend of g 8§ 3 8 38 83 3 3 I 8
garment exports. From the fourth quarter 2004 to first 5 o o o6 8 3 505 8 3 o
quarter 2005, exports of rubber and fish declined by 39 e ot exponts (et k) ———ames e
percent to $7.3 million and by 66 percent to $1.5 million, TRy s e s Fih (it s
respectively, while exports of rice rose more than S

doubled to $0.8 million. Note: Latest data available are for March 2005.

Source: Customs and Excise Department
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In the first quarter of 2005, Cambodia imported 63.5 | 100 |
billion riels of cigarettes, 42.1 billion riels of cement and 80 |
20.1 hillion riels of steel. Compared to the preceding

quarter, imports of cigarettes declined by 32 percent, 80 1
while imports of cement and steel increased by 9 percent 40 4
and 6 percent. 20
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Note: Latest data available are for March 2005.
(Excluding public sector imports)
Source: Customs and Excise Department
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Imports of petroleum products (gasoline and diesel oil) 01
were worth 122.6 billion riels in first quarter 2005, a 2.4
percent decrease compared to the preceding quarter. 24
Diesel imports accounted for 81.5 hillion riels—a 13.5 01
percent decrease, while gasoline imports were 41.1 g 8§ 88 88 38 3 & 3 8
billion riels, a jump of 31 percent. Compared to the first 5o o6 3 &o0086 838 0o

quarter |ast year, imported diesel declined by 324 Note: Latest data available are for March 2005.

percent, but imported gasoline rose by 48 percent. (Excluding public sector imports)
Source: Customs and Excise Department
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A total of $39.3 million was mobilised to support Seila
programmes in 2005, compared to $41.4 million in 2004.
The government continued to provide the largest share—
$15 million in 2005 ($13 million in 2004), followed by
Partnership for Local Governance (PLG) and IFAD,
which provided $12.2 million and $6 million,
respectively, in 2005 ($11.7 million and $6.7 million in
2004). The remaining $6.1 million was supplied by
UNICEF, Denmark, Germany, The WB, Austraia,
CONCERN, UNDP/DSP, Canada and GRET.

Total Resources for Seila in 2005, by Major Donors
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Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005

EINSENGEAN fugiboor msivisRENGIRA mig
[g¥nYlR SHuURURMIUIGHISH 1 TSIUNEMSNS (HYIE
185/ (i ™i S hIvAi[gims b, awnssan «ime
isgimar tufuSl bebansggnngigiboos 1 fimipny
dnumigieinyiiE ¢bmnsanr (d.oangisigiye B
ANURURMIVIERSH & Emsianicd.omsisigive

Resources for Seila in 2005 are allocated to investment,
programme support and technical cooperation. Estimated
investment, in communes and sangkats, provinces and
municipalities, national programmes and ministry
services, are $28.7 million (73 percent of the tota
budget) in 2005, compared to $29.2 million in 2004,
Funding for programme support is projected at $5.2
million, compared to $6.1 million last year. Funds for
technical cooperation are $5.5 million, down from $6.1
million.

Seila Budget for 2005 by Main Categories
(US$ million)
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Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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In 2005, the Seila budget for provincial investment
amounts to $9.3 million, compared to $11.1 million in the
previous year. A total of $4.7 million is allocated to the
Provincia Investment Fund, which is supported by PLG,
UNICEF, Denmark, Canada and GRET. The remaining
$4.6 million represents Deconcentrated — Sector
Programmes, supported by IFAD, the Cambodian
government, Germany, Australia and Denmark.

Seila 2005 Budget for Provincial Investment
(USS$ million)
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Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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National Budget Operations
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Data over a number of years indicate that the current
budget exhibits a surplus in the beginning of the year,
mainly because current budget expenditure is lowest at
that time. In January 2005, the current budget surplus was
169.3 hillion riels, compared to 197.5 hillion riels in the
same month of 2004.

Current Budget Operations
(billionriels)
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Note: Provisional for January—December 2004 and January 2005.
Source: Ministry of Economy and Finance
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In January 2005, current budget revenue was 178.6
billion riels, 10.5 percent lower than in the same month of
2004. Tax revenue dropped by 14 percent to 142.8 hillion
riels, of which domestic tax accounted for 100.9 billion
riels (a 1.8 percent decrease) and customs duties 41.9
billion riels (a 34 percent drop). Non-tax revenue
increased by 6.3 percent to 35.8 hillion riels. The increase

in tourism income (37 percent) and visa fees (58 percent)
led the increase in non-tax revenues.

Current Budget Revenue
(billion riels)
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Note: Provisional for January—December 2004 and January 2005.
Source: Ministry of Economy and Finance
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Current budget expenditure rose to 9.3 billion riels in
January 2005, from about 2 billion riels in January 2004.
Expenditures on social and general administration and
other expenditure increased to 6.4 billion riels, 2.2 billion
riels, and 0.7 billion riels, respectively. There were no
expenditures on economic administration or defence and
security in January 2005.

Current Budget Expenditure
(billion riels)
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Note: Provisional for January—December 2004and January 2005.
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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US real GDP grew 3.5 percent in the year to first quarter
2005, a decderation from 3.8 percent in fourth quarter
2004. The deceleration reflected declines in equipment
and software, personal consumption expenditure and
imports. Real GDP of the euro-zone in first quarter 2005
was 1.4 percent higher than in the same quarter of last
year, and 0.5 percent higher than fourth quarter 2004.
Japanese GDP grew 1.3 percent in real terms in the year
to first quarter 2005. The expansion in Japan was driven
by strong consumer spending and capital investment.

GDP Growth Rate by Quarters
(Percent change over ayear earlier)
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China’'s GDP in first quarter 2005 was 9.5 percent higher
than a year earlier, driven by rapid growth in industrial
production, investment and exports. The real GDP of
South Korea in the first quarter 2005 grew at an annual
rate of 2.7 percent compared with 3.3 percent growth in
the fourth quarter 2004. The weak growth was
attributable to static growth in exports and private
consumption and a decline in construction investment.
The real GDP of Hong Kong grew 6.0 percent in the first
quarter 2005, compared with 7.2 percent growth in the
fourth quarter 2004.

GDP Growth Rate by Quarter
(Percent change over ayear earlier)
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The real GDP of Malaysia in the year to first quarter
2005 grew 5.7 percent compared to 5.6 percent to fourth
quarter 2004. The broad-based growth was driven by all
major sectors of the economy except construction. Real
GDP of Singapore and Thailand in the year to first
quarter 2005 increased 2.5 percent and 3.4 percent
respectively, a deceleration from 6.5 and 5 percent in the
year to fourth quarter 2004. In Thailand, the impact of the
tsunami, drought and high oil price is expected to cause
growth to fall.

GDP Growth Rate by Quarter

(Percent change over ayear earlier)
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Inflation in Selected Economic Partners of Cambodia
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Japan's consumer prices fell by 0.2 percent in the 12
months to March. The persistence of deflation largely
reflected the drop in prices of personal computers, rice
and telecommunications. The Bank of Japan was called
on to maintain its policy of holding interest rates at zero
while pumping cash into the financia system while
moderate deflation lingers. During the same period, the
inflation rate was unchanged at 2.1 percent per annum in
the EU and rose slightly to 3.1 percent in the US.
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HERIMIgERMIimanieiGeustn ©.0% U OF)
Beiiedm s m.ée mndieny: Busmivgwminiyh
nomm Bumigmumaws 1 puawdize flsigéi
DS ISWE MR UAEY M.9% hwaniwi 8
TN TN IR 9MSEEIE Mgy hisiSiEy 0.6%

China’s consumer inflation slowed to 2.7 percent in the
year to March, from 3.9 percent in February, easing fears
about inflation amid rampant speculation on the yuan.
Meanwhile, South Korean consumer prices decel erated to
3.1 percent growth in the year to March as costs for gas
and other public services dropped. During the same
period, annual consumer price increases remained at 0.8
percent in Hong Kong.

Inflation in China, Hong Kong and South Korea
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Thailand's consumer price index in March 2005 rose
sharply to 3.2 percent year on year, up from 2.5 percent
in the year to February. According to The Nation, this
was the highest inflation rate in seven months and was
mainly due to higher energy costs. During the same
period, consumer inflation accelerated to 0.4 percent in
Singapore and rose to 2.6 percent in Maaysia in the 12
months to March.
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Note: The latest data available are for March 2005.
Sources: IMF and the Economist (14-20 April 2005)
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In May, the euro continued to lose value against the
dollar, trading a 0.786 to the dollar. The euro
depreciation was attributable to the increase of the
interest rate differential between the United States and the
euro area and to the weaker growth prospects for the
latter. During the same period, the Japanese yen
appreciated against US dollar to 106.46. This upward
pressure appears linked to speculation that economic
growth is accelerating and deflation still persists.

Euro and Japanese Yen Against US Dollar
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In May, the Hong Kong dollar traded at 7.793, a dlight
appreciation against the US dollar. During the same
period, the South Korean won aso gained strength
against the US dollar, trading at 1001.77, 1 percent
stronger than a month earlier. The appreciation stemmed
from the fall of the dollar as US inflation data dampened
prospects for sharp rises in interest rate. Comments by a
South Korean official to reduce support for the greenback
also contributed to this appreciation.

South Korean Won and Hong Kong Dollar

Against US Dollar
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In May, the Singapore dollar advanced dlightly against its
US counterpart, trading at 1.649, from 1.653 in April.
The main factor was the expectation of a record US trade
deficit. Meanwhile, the Thai currency continued to erode
against the US dollar as the Bank of Thailand maintained
apolicy favouring exports, which make up amost half of
Thailand's economy by keeping the bath weak. The Thai
baht traded at 39.73 this month compared to 39.51 in
April.

Thai Baht and Singaporean Dollar Against the

US Dollar
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Commaodity Prices

in World Markets
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In April, world rice prices remain globally stable. The
international prices index (IPO) dlightly decreased to
120.8 points from 121 in March. The rice prices in the
US in April were stable selling at $309 per ton. In
Thailand, prices rose slightly to $299 per ton from $297
per ton in March. The increase in Thailand was due to a
supply restriction caused by massive government
purchases, which resulted in reduction of exportable
supply. The trend for coming months will depend on
Thailand's policy on public stocks.

International Prices Index and Export Rice Prices
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In May, the price of soybeans rose while the price of
maize fell. The price in of Soybeans in May was at
$245.24 per ton, a 2 percent increase from April. Maize
was sold at $94.42 per ton, about 2 percent lower than the
month before. The price of pam oil in April declined
about 1 percent from the previous month to $429 per ton,
20 percent lower than in April 2004.

International Prices of Palm Oil, Soybeans
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In May, the prices of crude oil and gasoline fell. The
OPEC countries spot price of crude oil was $44.99 per
barrel, a 7 percent decline from previous month. The spot
price in OPEC countries is set 1 percent higher than the
average spot price in al countries. Regular gasoline price
in the US Gulf Coast in May dropped to 37.18 cents per
litre, from 40.65 cents per litrein April.

Prices of Crude Oil and Gasoline

50
45 | BN
40 AR
. ~
35 <
o ¢'~~ ’
N S Y ¢ - -
30
AR 4
25 4
20 T T T T T T T T T
<t <t <t < < <t wn n [Te) 1o}
¢ 32 3 33 S 3$ 38 8 8 3
c S . b Q c o = oL
S 3 2 § ° 3 8 &8 8 & 5 =®
= T o ©O z o » o = < =

OPEC Countries Crude Oil Spot Price ($/barrel)
= = = =Gasoline Price in US Gulf Coast—cents/litre

Note: Data are up to 26 April 2005
Source: Energy Information Administration

Cambodia Development Resource Institute — Page 10



Cambodia Economic Flash Report - June 2005

S & o
EBINCIUHS
(=4 X

Economic News
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SCC plans Cambodian joint venture: SIAM Cement
(SCC), Thailand's largest cement maker, said it wants
to set up a 3.2 hillion baht venture in Cambodia,
where demand for cement remains strong. The plant is
expected to begin operations by 2008 with an annua
production capacity of 850,000 tonnes, the statement
said. (Cited from Business Day 26 May, 2005)

ADB provides $4 million loan to Cambodia: The
Asian Development Bank (ADB) has agreed to
provide a $4 million loan to Cambodia to expand the
Ratanakkiri airport to receive internationa fights,
according to the Cambodia Daily. The new airport,
located in Banlung town in Ratanakkiri province, is
expected to be finished in 2007. Once operational, it
will allow tourists to fly directly from China and Viet
Nam, as well as from Siem Reap province. (Cited
from Vietnam News Agency 19 May 2005)

Vietnamese telecom firms seek deals with
Cambodia: Ten Vietnamese companies specialising
in telecommunication services and equipment are
participating in an internationa 1T exhibition in
Cambodia in an effort to explore business
opportunities in the potential market. Among them are
state giant Vietham Post and Telecommunications
Corporation (VNPT), Corporation for Financing and
Promoting Technology (FPT), Vinadaesung Cable
Company and Postal Equipment Factory. Vietham
considers Cambodia an information technology
market of great potential. To date, the Viethamese
post and telecommunications sector has exported
about $2 million worth of equipment to Cambodia
(Cited from Vietnam News Agency 25 May 2005)

ASEAN, EU eye free trade agreement: ASEAN and
the European Union (EU) agreed Wednesday [25
May] to conduct a joint feasibility study into a
potential free trade agreement between the two blocs
and their future economic cooperation. A working
group with representatives from the EU and ASEAN
would make specific reports by the end of this year.
The Trans-Regiona EU-ASEAN Trade Initiative
(TREATI), initiated by the EU in 2003 to beef up
trade and investment ties between the regions, will
serve as a pillar of their cooperation in the future.
(Cited from China View 30 May 2005)
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