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Main Economic Activities of Cambodia
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In the second quarter 2005, a total of $23.2 million was
invested in garment sector, representing 37.4 percent of
the fixed asset investments in industrial sector or 24.2
percent of total fixed asset investments approved by
CDC. It declined by about 48 percent from $45 million in
the first quarter. Compared to the second quarter last
year, it more than doubled, from $10.1 million.

Fixed Asset Investments Approved by
CDC for Garment Sectors
(US$ million)
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Note: Data for May-June 2005 exclude expansion project approvals.
Source: Council for the Development of Cambodia
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The number of foreign visitor arrivals to Cambodia
generally tends to decline over the first-second quartersin
a year. During 2005, arrivals decreased by 22.8 percent,
amounting to 293,761 persons in the second quarter. Both
arrivals by air and by land and boat declined, by 26.7
percent to 169,781 persons and by 16.7 to 123,980
persons respectively. Compared to the second quarter one
year earlier, however, arrivals to Cambodia were about 35
percent higher.

Foreign Visitor Arrivalsto Cambodia
by Air, Land and Boat
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Note: Visitor arrivals by land and boat in Q4-04 and Q1 & Q2-05
include visitors to Preah Vihear.

Source: Ministry of Tourism
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In the second quarter 2005, congtruction project approvalsin
Phnom Penh were valued a around $104.4 million, a dight
decrease from the preceding quarter when it was $106.1
million. Of this, villa and house condruction activities
dackened in the second quarter, declining by 54 percent to
$6.6 million, while flat construction rose by 42 percent to
$69.1 million. Other congtruction activities, like warehouse or
factory congtruction, aso declined, by 33.6 percent to $28.6
million. The total value of construction approvals, however,
rose sharply as compared to the second quarter last year.

Value of Construction Project Approvals
in Phnom Penh (US$ million)
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Note: Latest data available are for June 2005.
Source: Department of Cadastre and Geography, Municipality of
Phnom Penh.
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Price and Interest Rate Developments
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The average market price of gasoline and diesel in Phnom
Penh continued to increase, reaching 3,489 rielglitre and
2,797 rieldlitre in August 2005. On a month-to-month
comparison, gasoline price in August rose by 4.3 percent,
faster than in July when it rose 3.2 percent, while diesel
price slowed down by 3.3 percent compared to 8.8
percent in July. Meanwhile, the price of rice in Phnom
Penh continued to rise, reaching an average price of 1,250
riels/kg in August—100 riels’/kg up from July.

Price of Gasoline, Diesel Oil and Second Quality
Ricein Phnom Penh
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The National Institute of Statistics released data on
overall consumer prices in Phnom Penh, indicating
continued rise at an annua rate of 4.1 percent in July
2005. This seems to be mainly related to food and
transportation (fuel) prices. The price of food rose by 5.2
percent and cost of transportation by 11.9 percent.

4,000
3,500
3,000 4
-
25004 L eema= 4
20004 - ="
1,500 -
o—o o o e o o1
1,000 —o—0—2 ———
500 -
0 —— T T — T
3333333 88818882838
c = D B = = = = (=2
5337882888828 337%
——&——Rice, quality # 2 (rielskg)
------ Diesel ail (riels/litre)
Gasoline (rielg/litre)
Sources: CDRI and National Institute of Statistics
Consumer Price Index
(July—December 2000=100)
126
124
122
120 =
118 = ~ -
116 P -
114 = L A
112 - -
1~ ’
110 + = L Y 4
108 = A
064 ,
’
104 +
102 =
100 — T T
I3 3 3 3 3 3 388 88 8 8 3
c = D = = e =
T 5323583858828 353
—All Items = = = Food Tr.& Com.

Note: Latest data available are for July 2005
Source: National Ingtitute of Statistics
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The interest rate on 12-month riel and dollar loan of the
three mgjor banks, Foreign Trade Bank of Cambodia,
ACLEDA and Canadia Bank, remained unchanged over
June 2004-2005. Foreign Trade Bank charges 18 percent
for both riel and dollar loans, while ACLEDA bank
charges 24 percent for both riel and dollar loans.

However, Canadia bank charges 24 percent for riel loans
and 18 percent for dollar loans.

Interest Rate on 12 -month L oans
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Source: National Bank of Cambodia
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Exchange Rate and M onetary Developments
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Sources. National Bank of Cambodia and CDRI
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In June 2005, total liquidity declined by 1 percent to

O Foreign currency deposits
4,629.25 hillion riels, compared to May. Of this, foreign | 9%
currency deposits decreased by 2.68 percent to about 500 1
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On the other hand, new riel issues increased by 0.9 28332582838 28¢%¢85

percent, and the riel outside banks increased by 0.9
percent to 1,167.3 billion rielsin June.

Note: Latest data available are for June 2005.
Source: National Bank of Cambodia
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Cambodia's total exports amounted to $515.1 million in | *® \ - - -
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$337.08 million, an increase of 9.8 percent compared to
thefirst quarter. At the same time, exportsto ASEAN and
other countries climbed by 3.2 percent to $11.4 million Note Latest data available are for June 2005.
and by 48.1 percent to $59.8 million respectively, while | source: Customs and Excise Department

exports to EU dropped by 21.7 percent to $106.8 million.
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In the second quarter 2005, the value of cigarette imports 60 1
rose by 58.7 percent to 100.8 billion riels, compared to 40 |
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by 18.7 percent and 26.6 percent, while imports of steel | (Excluding public sector imports)
declined by 25 percent. Source: Customs and Excise Department
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In the second quarter 2005, the value of diesdl and 0

gasoline imports amounted to 137.7 billion riels, 12.3
percent more than in the first quarter. Diesel imports 20 -
increased by 23 percent to 100.3 billion riels, while
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gasoline imports fell by 9 percent to 37.4 hillion riels. N 9 9 3 8 I 3 3 3 8 Qg
From the second quarter one year earlier, diesel imports 3 32 98 85 3 333 3 8

were 8.8 percent lower but gasoline imports increased by

85 percent. Note: Latest data available are for June 2005. (Excluding public sector

imports) Source: Customs and Excise Department
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Sour ces and Uses of Foreign Assistance
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Cambodia received a total of $1,448.12 million aid from
multi-lateral agencies during the period of 1992-2003. Of
this, United Nations Agencies were the largest supplier,
making up 32 percent ($467.58 million). The Asian
Development Bank was the second, amounting to 31
percent ($445.09 million), while the World Bank and the
International Monetary Fund accounted for 26 percent
($381.02 million) and 11 percent ($154.43 million)
respectively.

Multi-L ateral Agencies Development Assistanceto
Cambodia 1992-2003
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Note: Provisional data for 2003
Source: Council for the Development of Cambodia

RNSHTUMSHLIA 9.mam.of ansaisnominGig)a
1gingmainug oggb-boom 1 AINRYMIATY (MYE.E
msEanD. MY (MYE.CE ANSEAND . WMWiK (980,08
msgann. MgiEd (99f.dbansiann  Buw{HANHNT0
(oot.gomnsgann Amyngaistinatgs ¢ putimy
iSRS HY

European Union provided $1,363.08 million for
development in Cambodia during the period of 1992-
2003. European Commission ($369.57 million), France
($365.48 million), Sweden ($180.05 million), Germany
($119.92 million) and United Kingdom ($105.96 million)
were the top five suppliers among European Union.

European Union Development Assistanceto
Cambodia 1992-2003

(USS$ million)
400
350 | ]
300
5
250 H g H -
2, A
1S B S
1818 & . B
8 .
I o E T &
=) % £
100 2 5 &
o £ z
so | |- s £ F
o zZ ‘—:u
nink:
0 —

Note: Provisional data for 2003
Source: Council for the Devel opment of Cambodia
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During 1992-2003, a total of $1,951.49 million was
received as development assistance from bi-lateral
donors. Japan was the biggest donor, accounting for
$1,119.95 million, followed by United States ($356.66
million). The remaining $474.88 million came from
Australia, China, Canada, Korea, Russia, New Zealand,
Switzerland and other bi-lateral donors during this period.

Development Assistance to Cambodia by Bi-L ateral
Donors 1992-2003
(US$ million)
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Note: Provisional data for 2003
Source: Council for the Development of Cambodia
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National Budget Operations
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The Ministry of Economy and Finance registered a
current budget surplus of about 62 hillion riels in May
2005, from 126.7 billion riels in April. However, the
current surplus was 3.6 billion riels up from May 2004.

Current Budget Operations
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Note: Provisional for Jan-Dec 2004 and Jan-May 2005.
Source: Ministry of Economy and Finance
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In May 2005, current budget revenue was 174.8 hillion
riels, 15.8 percent lower than in April. The decrease was
attributable to a decline in revenues from domestic taxes
(by 21.8 percent), tax revenues derived from import and
export (by 3.3 percent), and non-tax revenue (by 39.3
percent). Compared to May 2004, current revenues were
20.8 percent higher during this period.

Current Budget Revenue
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Note: Provisional for Jan-Dec 2004 and Jan-May 2005.
Source: Ministry of Economy and Finance
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In May 2005, current budget expenditure increased by
39.4 percent to 112.8 billion riels, compared to April.
Thiswas mainly due to a sharp increase in expenditure on
defence and security, from 2.1 billion riels in April to
32.9 hillion riels in May. During this period, socia
spending aso increased, by 9.6 percent to 34.5 hillion
riels, but general and economic administration spending

dropped marginaly, by 6.6 percent to 25.8 hillion riels
and by 1.6 percent to 8.9 hillion riels respectively.

Current Budget Expenditure
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Note: Provisional for Jan-Dec 2004 and Jan-May 2005.
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In June 2005, the exports of goods from the US were
virtually unchanged, while exports from Japan and EU
area increased. The US exports of goods in June were
US$ 74.46 billion compared to US$ 74.50 billion in May.
Japan's exports in June increased by 17 percent from last
month and 6.6 percent from the same month last year
reaching US$ 50.77 hillion. Japan's major export
products are transport and electric equipment, machinery,
chemicals and metals. The exports from the Euro zone in
June increased by 7 percent compared to the same month
last year and 9 percent compared to the preceding month,
reaching US$ 84.47 hillion.

Exportsof Goodsfrom the US, EU area and
Japan (Billion of US$)
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Source: BEA, Eurostat and JETRO
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In June 2005, the exports from South Korea rose, while
exports from Taiwan fell. Koreas exports in June
increased by 2 percent compared to May, reaching US$
23.73 billion. Machinery & transport equipment, which
represents 61 percent of total exports, rose 3 percent,
while chemical products and miscellaneous manufactured
articlesrose 9 percent and 7 percent respectively from the
previous month. Taiwan's exports of goods in June
decreased by 9 percent from the previous month to US$
14.88 billion. The decline reflects the decrease in exports
of industrial products such as machineries and electrical
equipment and basic metals and articles.

Exports of Goods: South Korea and Taiwan
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Source: National Statistics Department of Korea and Taiwan
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In the second quarter 2005, exports of goods in
Singapore, Thailand and Malaysiaincreased more slowly.
Singapore's exports of goods in second quarter 2005 were
US$ 82.72 billion, a 9 percent increase from the previous
quarter and 10.5 percent increase from the same quarter
2004. The exports of goods from Thailand rose to
US$26.63 billion from US$25.2 billion in the first quarter
2005.Thailand's major export products are manufacturing
goods, high-tech products, resource base products and
agriculture products. Malaysia's exports of goods in the
second quarter 2005 rose by 7 percent from the previous
quarter reaching US$ 34.40 billion.

Exports of Goods: Some ASEAN Countries (Billion
of US$)
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I nflation ratesin Selected Economic Partners of Cambodia
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The decline in grocery and energy prices gave Americans
a bit of relief after being hard hit by soaring food and
energy costs. The U.S consumer price index increased
moderately to 2.5 percent in the year to June, providing
fresh evidence that inflation is not an immediate threat to
the U.S economy. During the same period, the annua rate
of change of consumer inflation rose to 2.1 percent in EU
due to higher energy costs but declined by 0.5 percent in
Japan due to drop in prices of fresh food.

Inflation Ratein the US, Europe and Japan
(percentage change over the previous year)

49% -
3%
\/ ~_
T
2%
—USA
1% — EU L
— Japan

0% T——T—T— —

1%
5333333888888
s 5 ] = I
5322882888 ¢% % g3

Note: The latest data available are for June 2005.
Sources: IMF and the Economist (Aug. 13-19, 2005)
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Hong Kong overall consumer prices rose by 1.2% in
June 2005 over a year earlier, larger than the 0.8% year-
on-year increase in May. This was mainly attributable to
the reduction in private housing rentals and the charges
of telephone and other communications services. During
the same period, the annualised consumer inflation in

China and South Korea respectively decelerated to 1.6
percent and 2.7 percent in the year to June.

Inflation Ratein China, Hong Kong and South

Korea
(percentage change over the previous year)

%
/\/
% —]
2% |
[ | | —
0%
’ —China
" ~ HongKong
— South Korea
» T T ]
3 333 3 3 3 8888 8 8
c 9= O > = o
53 2§85 883825 ¢83

Note: The latest data available are for June 2005.
Sources: IMF and the Economist (Aug. 13-19, 2005)
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Singapores consumer prices fell by 0.2 percent in June
from a year earlier largely reflected in lower costs of
housing and transport & communication as well as
cheaper clothing and footwear. Meanwhile Malaysia's
inflation rate has more than doubled in the past year,
risng to 3.2 percent in June, as the Maaysian
Government raised fuel pricesto cut its fuel subsidy costs
and increased taxes on tobacco and alcohal to further trim
the budget deficit. At the same time, overal prices in
Thailand rose to 3.8 percent in the year through June.

Inflation Ratein Selected ASEAN Countries
(percentage change over the previous year)
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Note: The latest data available are for June 2005.
Sources: IMF and the Economist (Aug. 13-19, 2005)
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Exchange Ratein theWorld Markets
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In August 2005, the US dollar weakened against most | 754 N
major currencies. It was traded at 0.81 against the euro,

down from 0.83 amonth earlier, and at 110.59 against the | 0.70-
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yen, down from 111.86. The euro gain was mainly due to 33 % g % 8 % 8% 8 8%% 8g
signs that the region’s economy was gaining traction, 2 F8:8882% £33 2

while the yen appreciation can be attributed to the surplus | Note: Data are up to 26 Aug. 2005
in Japan's current account, and more foreign investment | Sources: The Federal Reserve Bank of New York
in local equities as well as accel erating economic growth.
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In August 2005, the South Korean won edged higher as t. o
weak orders for U.S durable goods in July hurt the | 7.72 : ] o
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run up to President Hu Jintao's first visit to the US since he
became president in 2003. During the same period the _
Hong Kong dollar was traded a 7.77 againgt its US Nove: Data are Up (0 20 g A < New York
counterpart showing no change from the previous month.
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In August 2005, the Singapore dollar gained in . N /
strength against the US greenback, appreciating to ) N——

1.658 from 1.681 in June 2005. At the same time, the 381 . 166
Thai baht also strengthened against the US dollar, . a
trading at 41.11 baht/USD, a 1.4 percent appreciation
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speculation about the Chinese move to alow its < ©za L=2<=""<
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currency to further_ appreciate, and the likely declinein Sourees: The Federal Resere Bank of New York
orders at US factories for durable goods.
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Commodity Pricesin World Markets
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In July, the world rice price continued its downward | 1001 X=X

trend. International prices (IPO) went down by 3.2 points 504
from the previous month from 116.3 points in June to
113.1 points in July. The rice price in US markets 0 A

decreased from US$309 per ton in June to US$296 per R S T
ton due to an increased exportable surplus for thisyear. In < ® 0 206 5 o = = =7
Thailand, prices declined in the face of faling demand T K7 PO —USAZA ——Thai 100% B

for exports. The Thail00%B was at US$ 280 per ton | source: Osiriz/InfoArroz and InterRice.

against US$ 286 per ton in June.
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In August, the price of soybean and maize went down.
Soybean was sold at US$218.2 per ton in August against
US$263.9 per ton in July. The amount is about 7 percent
lower than the price in the same month last year. The price
of maize in August declined by 5 percent compared to the
previous month Selllng a US$98.62 per tonin AUQUQ and —&—Soybeans (US No.1, Yellow) =—¥—Maize (US No.2, Yellow)
US$ 104.25 per ton in July. The price of pam ail fell | | — -paim oil (Crude)

dightly to US$ 417 per tonin July from US$ 419 in June.
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Source: Food and Agriculture Organisation (FAO)
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In August, the price of crude oil and gasoline continued
to rise. The OPEC spot price of crude oil in August was
US$ 57.73 per barrel, 7 percent higher than the previous | 2°

25

. 3333388881383 845
month and a 48 percent increase from the same month > 2 % L gz 2 L LI P
last year. The conventional regular gasoline in US Gulf < v © 20 50 =< =5 "7 g

Coast in August rose by 7 percent from the previous
month selling at 45.25 cents per litre against 41.21 cents
per litrein July.

Crude Oil Price in OPEC countries spot(US$/barrel)
= = = Gasoline Price in US Gulf Coast-cents/litre (right scale)

Note: Data are up to 23 August 2005
Sources: Energy Information Administration
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Special economic zone inaugurated on Cambodia,
Vietnam border: A Specia Economic Zone was
inaugurated on Thursday at Bavet, Svay Rieng
province near the Cambodian and Vietnamese border,
aimed at attracting more investment in the country.
The Manhattan (Svay Rieng) Special Economic Zone
was developed by the Manhattan International Group
of Taiwan and it offers some incentives for firms:
exemption of company income tax for five years, and
no import taxes for equipment, parts and construction
materials. Moreover, the zone aso enjoys specia
preferential  conditions including no VAT on
transactions, 50 year land-lease rights, and a single
window for trade operations, both exports and
imports. Initial plan for the zone is to develop 240
hectares in three-phases. When Phase 1 is completed,
there will be around 30 investors with total factory
space of 400, 000 sguare meters. Total employment
could reach 15,000 workers and total annual export
values near 300 million US dollars. (Cited from
Xinhua 11 August, 2005)

Cambodia to build another special economic zone:
Cambodias Attwood Investment Group has unveiled
its plan to build a special economic zone in
Sihanoukville province, which will seek every type of
factory, including garment and textile factories, power
plants and factories to produce products for daily use.
The group has received approval to build a6.9 million
USD road to the new zone. This is the second
economic zone to be built in Cambodia. Construction
of the first one, in Svay Rieng province on the
Cambodia-Viet Nam border started last week.
Cambodia also plans to build specia economic zones
in Koh Kong, Takeo, Kompong Cham, Kratie, and
Banteay Meanchey provinces. (Cited from VNA, 31
August, 2005)

US-China begin key textile talks: US trade officials
have begun vital talks with their counterparts in
Beijing in an effort to cap the growing level of China's
clothing exports. The negotiations are the latest
attempt by the two countries to reach an agreement on
how to control Chinese sales to the US. Imports have
surged since the start of the year when quotas
governing worldwide textile sales were abolished.

No breakthrough in China-EU talkss EU and
Chinese officials have concluded their trade talks and
appear to have reached an agreement that would
resolve the current crisis. The deal however will need
approval of the EU parliament before it can be given
effect.
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