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Main Economic Activities of Cambodia
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In the third quarter of 2005, a total of $56.5 million (17
projects) was invested in the garment sector, accounting | 20
for 14 percent of total investments in fixed assets during
this quarter. China, Taiwan and Cambodia were the top | 10 1
three investors. Fixed asset approvals in the garment
sector more than doubled from $23.2 million (12| "~ T T T T o <
projects) the preceding quarter. Compared to the same g § 888 8§ ¢
quarter last year, it rose by 28.4 percent.
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Note: Latest data available are for September 2005.
Including expansion project approvals.
Source: Council for the Development of Cambodia
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In October 2005, Cambodia received 71,907 foreign
visitors by international flights at both Phnom Penh and | 1° = Phnom Penh International Airport
Siem Reap, an increase of 22 percent compared to the | 10 — Siem Reap International Airport
preceding month, and 39.6 percent more than in October | 54
2004. Siem Reap airport welcomed 37,491 foreign | J—, .
visitors, while Phnom Penh airport received 34,416 T I3 T I3 888888888 38
arrivals. 2358585882853 2§38

Note: Latest data available are for October 2005.
Source: Ministry of Tourism
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The value of construction project approvals in Phnom | 20 1
Penh declined to $14.8 million in October 2005, down
from $19.1 million in September, and from $15.6 million
in October 2004. The value of flat construction projects | o -
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dropped to $4.2 million, down from $13.7 million in the 228338 geeegs 288
preceding month. The vaue of villa and house 882888228332 §%58

construction approvals also decreased — from $3.6 million Note: Latest d bl are for October 2005

HIH H H ote: Latest data available are for October .
to $0.5 million. Hoyvevgr, other construction projects | g . Department of Cadastre and Geography, Phnom Penh
increased more than five times, reaching $10.1 million. Municipality.
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Price and Interest Rate Developments
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Gasoline and diesel prices in Phnom Penh fell in
December from the preceding month. The average market
price of gasoline was 3,714 rielg/litre in December (down
from 3,768 rielg/litre in November) and diesel was 2,881
rielg/litre (down from 2,932 rielg/litre in November).

Price of Gasoline and Diesal Oil in Phnom Penh
(Riels per litre)
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Sources. CDRI and National Institute of Statistics
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In November, overal consumer prices in Phnom Penh
declined dlightly, by 0.1 percent, from October. Prices of
personal care  products, transportation and
communication, clothing and footwear, and foods fell
during this period, while prices of other major items
remained almost unchanged. The prices of personal care
products declined by 2.8 percent, followed by the cost of
transportation and communication (0.85 percent),
clothing and footwear (0.5 percent), and foods (0.18
percent). Compared to November 2004, the overal
consumer prices have increased by 6.6 percent.

Consumer Price lndex
(July—December 2000=100)
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The average market price of gold in Phnom Penh
reached $55.4 per chi in the third quarter of 2005. It
rose by 5.5 percent from $52.5 per chi in the second
quarter. Compared to the third quarter one year

earlier, it increased markedly by 19.6 percent from
$46.3 per chi.
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Note: Latest data available are for November 2005
Source: National Institute of Statistics
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Source: CDRI and MEF
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Exchange Rate and M onetary Developments
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In December, the Cambodia riel continued to gain value | 4101
against the US dollar — increasing by 1.1 percent to \
4,138.4 rielg/dollar, compared to November. The riel | “®™7 N__ ,
appreciation in December was faster than the previous wood T T TT N A
month (0.5 percent). Compared to December 2004, '
however, the riel depreciated by 2.7 percent. 3050
3,900 T T T
33338388 338238383
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Sources. National Bank of Cambodia and CDRI
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Cambodia riel continued to appreciate in December. The N i R T
riel traded at an average of 25.9 riels per 100 dong in | 260 { A LT »
December, an appreciation of 15 percent from , [ 98
November. During the same period, the exchange rate | 2551 | -+ = P g
between the riel and the Thai baht averaged 100.6 - |7 [ %
riels/baht, a 1.3 percent appreciation. 250 “ ’ ™
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OTheriel outside banks
H Theriel in bank deposits
O Foreign currency deposits
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Total liquidity declined 0.6 percent from 4,993.8 hillion riels
in September to 4,965.4 billion riels in October. Both theriel | 1,000 4
and foreign currency deposits declined simultaneously
during this period. The riel declined by 1.4 percent to 0

1,378.3 billion riels, and foreign currency deposits declined S 3 % 338¢8 f 3888233 %
by 0.5 percent to $856.9 million, or 3,587.1 billion riels. Of 7882888228332 §88

this, there was a decrease of 1 percent to 1,222.6 billion riels Note: Latest data available are for October 2005
in riels outside banks, and a drop of 4.2 percent to 155.7| gyrce: National Bank of Cambodia '
billion rielsin ridl bank deposits.
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External Trade
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In the third quarter of 2005, Cambodia's total exports
amounted to $730 million, compared with around $515
million in the second quarter of 2005 and $668.8 million
in the third quarter of 2004. Exports to the United States
accounted for $490 million in the third quarter, a 24.6
percent increase from the same quarter one year earlier.
During the same period, exports to ASEAN countries
remained low, representing around 2 percent of total
exports ($16.2 million), but rising by 3.8 percent.
However, exports to the EU fell by 19 percent to $163
million during this period.

Cambodia’ s Export by Regions
(US$ million)
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Source: Customs and Excise Department
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Cambodia imported a total of 38.1 billion riels of
cigarettes, 10.6 billion riels of cement, and 6.1 billion
riels of steel in October 2005. Compared to the same
month in 2004, cigarette imports jumped amost

threefold, while cement and steel imports dropped by 2.6
percent and 18.1 percent, respectively.

Imports of Cigarettesand Construction Materials
(billion riels)
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Note: Latest data available are for October 2005.
(Excluding public sector imports)
Source: Customs and Excise Department
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In October, the value of gasoline imports reached 18
billion riels, and diesel imports amounted to nearly 20
billion riels. Compared to the same month last year,
imports of gasoline doubled, in contrast to imports of
diesel, which declined by 49.4 percent.

Imports of Petroleum Products
(billion riels)
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Note: Latest data available are for October 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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Commune/sangkat funds allocated to Kampong Thom
Province amounted to about 3.33 hillion riels in 2005,
13.8 percent more than in 2004. Of this, 68 percent (2.26
billion riels) was intended for development activities in
81 communes in the province. The remaining 32 percent
(1.07 billion riels) was for administrative operations.

2005 Commune/Sangkat Fund Allocation to
Kampong Thom Province

Administration
32%

Development
68%

Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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Svay Rieng Province, which borders Vietnam and
contains 80 communes, received 3.08 billion riels from
the commune/sangkat fund in 2005. Compared to one
year earlier, it rose by 14.2 percent. The province
received around 2.11 billion riels for development
projects, and atotal of 0.97 billion riels for administration
costs.

2005 Commune/Sangkat Fund Allocation to
Svay Rieng Province
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Development
69%

Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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Banteay Meanchey, a province bordering Thailand,
received 2.94 billion riels from the commune/sangkat
fund in 2005, representing an increase of 12.3 percent
from last year. A total of 2.02 billion riels was allocated
for development activities in this province, and 0.92
billion riels for administration.

2005 Commune/Sangkat Fund Allocation to
Banteay M eanchey Province
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Development
69%

Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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National Budget Operations
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Cambodia s current budget operation showed a surplus of
31 billion riels during July-September 2005, compared
with 245.3 billion riels during April-June. The decline in
current budget surplus was due to a sharp increase in
current budget expenditure, which usually occurs during

the end of the year. Compared to the third quarter 2004,
the current surplus was about two times lower.

Current Budget Operations
(billion riels)

950
850
750
650
550
450 -
350
250
150 4
50

O Revenue
B Expenditure

d4 N M Y 4 N M Y 3 N W
Qo o o Qo o O O OO o o
8 8 8 @  § § I 8 8 18
© ©o © o©o o o o

Note: Provisional for 2004 and Jan-Sept 2005.
Source: Ministry of Economy and Finance
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Current budget revenue amounted to 609.8 billion rielsin
the third quarter of 2005, 0.3 percent lower than in the
preceding quarter. During this period, revenue collections
from import and export taxes declined by 6.8 percent to
296.8 hillion riels, and domestic tax declined by 5.5
percent to 139.5 billion riels. However, revenue from
non-tax sources was up 19.2 percent, to 173.5 billion
riels. Total current revenue showed an increase of 35.3
percent from the third quarter 2004.

Current Budget Revenue
(billion riels)
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Note: Provisional for 2004 and Jan-Sept 2005.
Source: Ministry of Economy and Finance

Q2-04
Q3-04
Q4-04
Q1-05
Q2-05
Q3-05

gamuw sl muIgiRsuniigt ms gde B Ead. Amsansiiju
igi{fimwEh 8uGm ook + mufsidjines Mesihwani
inmnRgGlSImuInULNY (6.E% Bl BE.ams
msifR  Susamunbhgmims Shwfuemi (¥de B

992, fAMSANSIfA 9 [UIAGEAME  MiSe1SIRjisig]s

Ghmwgiel wghy guwigio fosfulisgiwsian 9
1 USHRTINEM LO0G SMWBIgMSIRNIGHTINM cG%

Current budget expenditure rose sharply by 58 percent to
578.7 billion riels between the second and third quarters
2005. This increase was primarily led by a rise in
expenditures on social administration (94.5 percent to
241.6 hillion riels), and defence and security expenditures
(58 percent to 116.7 hillion riels). Three other maor
spending categories—general administration, economic
administration, and other administration expenditures —
also increased moderately. Compared to the third quarter
2004, total current expenditure expanded by about 48
percent.

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

[N OF1 BAGNHTINEM oo¥ S fmelus ihis
G.9% IHJUSHHEN Mm.me ISIEUHTMEE Ehwuinmams
sweshutugsismisiunaubynésmants Batissamw
iimeinnte BudamwivihRnwwmig 1 pitmn
gige nww O 1eidusE) wefiis o.8% (0.9% il
[Fnwys) misings fb.é%

US real GDP in the year to third quarter 2005 grew at 4.1
percent, accelerating from 3.3 percent in the second quarter
2005. The acceleration in rea GDP growth primarily
reflected a smaler decrease in private inventory
investment and accelerations in private consumption
expenditures and in federal government spending. Real
GDP of the euro-zone in third quarter 2005 grew by 1.5
percent compared to same quarter of the previous year and
by 0.6 percent compared to the previous quarter. Japan
GDP grew at 2.9 percent in the year to third quarter 2005.

GDP Growth Rate by Quarter
(Percent change over ayear earlier)
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Source: BEA, Eurostat and OECD
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China's GDP in third quarter 2005 grew at 9.4 percent, a
0.1 percent point decline from the growth rate in the last
quarter. Secondary industry registered the highest growth
a 11 percent, while primary and tertiary industry
registered modest growth at 5 percent and 8 percent
respectively. The real GDP of South Korea in the third
quarter 2005 grew at an annua rate of 4.4 percent.
Manufacturing grew by 7 percent led by electric &
electronic products including semi-conductors, while the
service industry rose by 3.3 percent. Real GDP of Hong
Kong grew at 8.2 percent in the third quarter 2005, an
increase from 7.3 percent in the second quarter.

GDP Growth Rate by Quarter
(Percent change over ayear earlier)
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Source: National Statistics Department of respective countries
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The real GDP of Malaysia in the year to third quarter
2005 grew by 5.3 percent compared to 4.4 percent to the
previous quarter. The GDP of Thailand in third quarter
2005 grew at 5.3 percent higher than the 4.6 percent of
the previous quarter. This higher growth is mainly due to
the surge in exports and expansion of tourism, while
imports declined. Singapore's GDP grew at an annual rate
of 7 percent in the third quarter 2005 compared with 5.4
percent in the previous quarter.

GDP Growth Rate by Quarter
(Percent change over ayear earlier)
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I nflation ratesin Selected Economic Partners of Cambodia
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Deflation continues in Japan. Its overall consumer
price index (CPl) fell by 0.7 percent in the year to
October, the biggest drop for three years. According to
Nikkei Shimbun, this deflation reflected a drop in food
prices, lower education fees and a decline in recreation
costs. During the same period, the U.S consumer
inflation rate edged down to 4.3 percent, from 4.7
percent in September, while the euro area's average
inflation rate remained at 2.5 percent.
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Inflation Ratein the US, Europe and Japan
(percentage change over the previous year)
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Note: The latest data available are for Oct 2005.
Sources. IMF and the Economist (Dec, 3-9, 2005)
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The Hong Kong year-on-year inflation accelerated by
1.8 percent in October 2005. The larger year-on-year
increase in the Composite CPI in October 2005
compared to September 2005 was mainly attributable
to the increases in private housing rentals as well as
the prices of fresh vegetables. During the same
period, consumer inflation moderated to 2.5 percent in
Chinaand rose to 1.2 percent in South Korea.

Inflation Ratein China, Hong Kong and S. Korea
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Note: The latest data available are for Oct 2005.
Sources. IMF and the Economist (Dec, 3-9, 2005)
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The Singapore’'s consumer price index edged up by
1.1 percent in October 2005 compared to the same
month a year ago. According to the Department of
Statistics of Singapore, this largely reflected higher
costs of food, clothing and footwear, education and
stationery, housing, and healthcare, as well as
recreation. At the same time, the index rose by 3.3
percent in Malaysia and by 6.2 percent in Thailand in
the 12 months to October.
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: The latest data available are for Oct 2005.

Sources. IMF and the Economist (Dec, 3-9, 2005)
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Exchange Ratein theWorld Markets
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In December 2005, the US dollar lost ground against most
major currencies except the Japanese yen. Versus the euro,
it traded a 0.84 euro/lUSD, about a 0.6 percent
depreciation from the previous month. Against the yen, it
was exchanged at 118.8 JPY/USD from 118.45 a month
earlier. The yen continued to weaken after Japan’s finance
minister and central bank governor signaled that they were
comfortable with the yen's 15 percent drop this year.

Euro and Japanese Yen Against the US Dollar
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Note: Data are up to 26 Dec. 2005
Sources. The Federal Reserve Bank of New York
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In December 2005, the South Korean won gained in
strength against the US dollar, trading at 1,025.77 won
per dollar. Like many other currencies, the South Korean
won advancement against the US dollar resulted from the
signal that Federal Reserve policy makers may soon stop
raising U.S rates and the report that the U.S current
account deficit in the July-Sept was large. During the
same period, the Hong Kong dollar traded at 7.75 against
its US counterpart.

South Korean Won and Hong Kong Dollar
Against the US Dollar
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Note: Data are up to 26 Dec. 2005
Sources. The Federal Reserve Bank of New Y ork
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In December 2005, the Singapore dollar rallied against
the greenback and appreciated to 1.676 S$HUS$ from
1.698 SH/US$ in November 2005. Meanwhile, the Thai
baht traded at 41.12 baht/USD, showing no change from
the month earlier. Most Asian currencies were
strengthened on lingering expectations that the Federal
Reserve would call off its rate hikes sooner rather than
later and by the concern that the widening U.S current
account deficit would hurt the dollar.
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Commodity Pricesin World Markets
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In November, the world rice prices declined due to small
market activities. The international price index (IPO)
decreased by 2.6 points from the previous month of 119
points in October to 116.4 points in November. The rice
pricesin US held steady at US$303 per ton. In Thailand,
prices weakened by 3.5 percent in one month due to a
lack of new buyers. In November, the Thai 100%B was at
US$ 282 per ton, down from US$ 292 per ton in October.

International PricesIndex and Export Rice Prices
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Source: Osiriz/InfoArroz and InterRice.

igfiey igainnmiagiy Swmmifsigiy hwwhns bmd.d
BANI/ime 8 ookb.magani/ins Tnsfinfis me 84 e
i sUmjufiieys v GgBwigipusmeisiim Suy
Bagdmais Gigngsiting hnsmiyyuisidw

In December, the price of soybeans and maize rose.
Soybeans were sold at US$238.6 per ton in December, up
from US$231.46 per ton in November. The price
represented a 3 percent increase from last month and a 7
percent increase from the same month last year. The price
of maize rose by 7 percent from US$95.67 per ton in
November to US$ 102.36 per ton in December. The data
on the price of pam oil in November and December is
not yet available, but the price is not expected to change
much.

International Prices of Soybean, Maize and
Palm Oil (US$/ton FOB)
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In December, the prices of crude oil and gasoline
increased. The OPEC countries spot price of crude oil in
December was US$ 52.66 per barrel, a 2 percent increase
from the previous month. The conventional regular
gasoline in US Gulf Coast in December rose by 6 percent
from the previous month, selling at 40.56 cents per litre
against 38.09 cents per litre in November. (Please note:
the price of gasoline in November reported in previous
issue is much higher than this because the price was
reported up to 25 November).

Prices of Crude Oil and Gasoline
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Note: Data are up to 29 December 2005
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Economic News
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S. Korea, ASEAN Sign Accord for Free Trade
South Korea signed a pact on free trade with the 10-
member Association of Southeast Asian Nations
(ASEAN) on Tuesday 14 December at the ASEAN
summit in Kuala Lumpur. The framework
agreement’’ forms the basic structure of a free trade
agreement (FTA), which will create a market of 548
million people with a combined economy of more
than $1.4 trillion. South Korea and the ASEAN have
engaged in intense negotiations for an early
conclusion of the FTA since last year with the aim of
striking a deal on goods in the first half of next year.
(Cited from The Korea Times 12/13/2005)

IMF Writes Off $82M in Debt for Cambodia: The
International Monetary Fund is writing off $82
million owed by Cambodia, which is struggling to
revive its economy after decades of armed conflict.
The move amounts to 100 percent relief of all money
lent to Cambodia by the IMF up until January 1, 2005.
Cambodia is one of 19 countries chosen to benefit
from a $3.3 billion debt relief package approved by
the IMF. The donor community, including the IMF,
has provided Cambodia with hundreds of millions of
dollars in aid every year but also has warned the
government about the impact of rampant corruption
on development. (Cited from AP 12/25/2005)

Cambodia approves budget for 2006: Cambodias
National Assembly on December 23 endorsed a
budget of 926 million USD for 2006. The budget, 20
percent higher than the 772 million USD in
expenditure for 2005, was passed by an assembly vote
of 84 to 12. The budget will include 683 million USD
to beraised in tax revenue and 243 million USD in the
form of grants and loans. Addressing the National
Assembly session, Finance Minister Keat Chhon
outlined plans to increase spending on irrigation in the
2006 budget. He said the government will have 255
million USD for irrigation. His Excellency Keat
Chhon said Cambodia will have a 6.1 percent
economic growth in 2006, less than this year's 7
percent (Cited from VNA 12/24/2005)

WB to provide Cambodia with 36 million USD: The
World Bank has decided to provide Cambodia with 36
million USD in non-refundable aid to help the
country's reform programme, said lan Porter, WB
President in Cambodia, during his recent meeting in
Phnom Penh with Prime Minister Hun Sen. An
amount of 10 million USD would be soon allocated to
support poverty reduction projects in the country, he
said, adding that such financial assistance would be
increased depending on the achievements obtained in
the reform progress. (Cited from VNA 12/29/2005)
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