ISSN 1810-6358

SANENVBRNYBAMD RS PHISEISEEIESYRAS

Cambodia Development Resource Institute

G e Ead ()
UESHARNS YN TRFRE
Flash Report on the Cambodian Economy

g1 Bood , October 2006

S Sives / Phann Dalis
i‘éﬁ 5:55251‘1 / Pon Dorina
8¢ 8&1 / Hing Vutha

55 5‘3&:;8521??: / Phim Runsinarith

o

URIIEN: 65 658i8 $O we &M

gwm Ay

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 Fax: (855-23) 880-734 E-mail: pubs@cdri.forum.org.kh. Web site: http://www.cdri.org.kh




Cambodia Economic Flash Report — October 2006

wagmnswg%ge&méssse&ﬁg&
Main Economic Activities of Cambodia
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In April-May 2006, the total value of fixed asset
investment approvals by the CDC for the garment sector
was USD3.1 m, a 64 percent decrease compared to the
same period in 2005. The total value of investment

approvals declined by 78 percent compared to February-
March.

Fixed Asset Investments Approvals by

CDC for Garment Sector
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A total of 125,392 foreign visitors arrived in Cambodia in
July, 89 percent of whom were holiday visitors.
Compared to June, holiday visitors increased by 18
percent to 108,118; this represented a rise of 12 percent in
the number of holiday visitors over arrivals in July 2005.

Foreign Visitor Arrivals by International Flights
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The value of construction approvals in Phnom Penh
increased to USD44.9 m in July, 53 percent more than in
the previous month. The value of villa and house
construction approvals declined by 3.7 percent to USD2.6
m, while flat approvals rose by 62 percent to USD33.6 m
and other construction by 50 percent to USD8.7 m. The

value of construction approvals increased by 38 percent
from the same month last year.

Value of Construction Approvals:
Phnom Penh
May 2005-July 2006
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Prices and Deposit Rates
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The consumer price index in Phnom Penh in August rose
by 1.2 percent, compared to July. The price indices of
food and of transportation and communication increased
by 2.1 percent and 1.0 percent, respectively. Compared to
August 2005, the CPI was up 5.1 percent. Food prices
increased by 6.1 percent, transportation and communication
by 10.5 percent.

Consumer Price Index
(July-December 2000=100)
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In September, the average market prices of gasoline and
diesel in Phnom Penh were stable at 4,178 riels and 3,375
riels/litre, respectively. Compared to September 2005,
gasoline was up by 12 percent and diesel by 16 percent.

KHR/litre

Gasoline and Diesel Prices: Phnom Penh
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In July 2006, the interest rate on 12-month riel deposits
offered by the Foreign Trade Bank (FTB) was 6.5
percent, compared to 6.0 percent by Canadia Bank and
8.0 percent by ACLEDA Bank. On dollar deposits, the
FTB and Canadia offered 5.0 percent, and ACLEDA 6.0
percent.

9%

Interest Rates on 12-Month Bank Deposits
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Exchange Rates and External Development Assistance
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In September, the riel continued to depreciate against the
US dollar, trading at 4173, compared with 4139
riels/dollar in the previous month. Compared to

September last year, the riel had appreciated by 0.8
percent.

Riels per US Dollar
July 2005 — September 2006
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The exchange rate of the riel with the Thai baht in
September was 112 KHR/THB, a depreciation of 1.8
percent from 110 KHR/THB in the preceding month.
Against the Vietnamese dong, the riel was stable at 25
riels per 100 dong, a 3.8 percent appreciation compared

to September last year. Compared to 2005 (January-
September) the riel appreciated by 1.6 percent.

Riels per THB and VND
July 2005-September 2006
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Cambodia’s area development sector—integrated rural
development, village/community development, river
basin development, settlements, intercountry area
development, and regional planning and development—
received USD588.5 m, 12 percent of external
development assistance, during 1996-2005. In 2005,
USD45.5 m was disbursed in this sector, a 25 percent fall
from 2004. The main disbursement providers for this
sector in 2005 were Japan, ADB, UK, Germany and
Australia.

External Development Assistance: Disbursement
for Area Development 1996-2005

80

70

50 1

40 -

UsD m

30

20

10

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Source: Council for the Development of Cambodia
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Monetary Developments and Loan Rates

wwliennih jSwingiel M2 Rsdumenmpeg mos
wWiw Bumigagyiwin ML fis 9% 9 puitobis
jiwingisl M2 ifisms Wew iujulungmAulis mo%
it gwgiEiesim Bood

In July, liquidity (M2) grew at an annualised rate of 32
percent, and money supply (M1) at 9.1 percent. Over the
previous 12 months, liquidity grew by 29 percent,
compared to a growth rate of 31 percent in the year to
June 2006.

Monetary Survey
August 2005-July 2006
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In July, domestic credit grew at an annualised rate of 39
percent, while private sector credit grew at an annualised
rate of 51 percent. Over the twelve months to July 20086,
domestic credit grew by 16 percent, compared to a
growth rate of 19 percent in the year to June 2006.

Domestic Credit
July 2005-July 2006
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As of July 2006, the interest rate on 12-month riel loans
offered by the Foreign Trade Bank (FTB) was 18 percent,
compared to 24 percent by Canadia Bank and ACLEDA
Bank. For dollar loans, the FTB, Canadia and ACLEDA
offered the same rate, 18 percent per year.

Interest Rates on 12-Month Loans
(As of July 2006)
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The total value of goods exports from Cambodia in July
was USD261.2 m, 14 percent less than a month earlier.
Garment exports declined by 15 percent to USD251.8 m,
while rubber and fish exports increased by 50 percent to
USD5.1 m and 67 percent to USDO0.5 m, respectively.

However, exports were up by 2.4 percent from the same
month last year.

Cambodia: Main Exports
May 2005-July 2006
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In July, the total value of construction material imports,
cement and steel, was KHR30.8 bn, of which steel
imports made up 54 percent. Cigarette imports were
KHR38.2 bn. Compared to the preceding month, imports
of construction materials were down by 3.1 percent,
cement falling by 28 percent, while steel rose 38 percent.
Imports of cigarettes decreased by 22 percent, from
KHR48.7 bn in June.

Imports: Cigarettes & Construction Materials
May 2005-July 2006
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Cambodia imported a total of 14,800 tonnes of gasoline
(costing KHR18.8 bn) and 45,000 tonnes of diesel
(KHR36.8 bn) in July. The volume of diesel imports
increased by 38 percent from the previous month, while
gasoline imports decreased by 2.0 percent. However,
imports of both were higher than in the same month last
year, gasoline by 41 percent and diesel by 20 percent.

Imports: Petroleum Product
May 2005-July 2006
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The government’s current budget deficit was KHR31 bn
in May 2006, compared to a surplus of KHR62 bn in the
previous month. This reflected an increase of 83 percent
in current expenditure.
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Government current revenue amounted to KHR232.2 bn
in May, a rise of 13 percent, from KHR205.3 bn, in April.
Non-tax revenue increased by 7.4 percent to KHR42.0
bn, domestic taxes by 14 percent to KHR64.1 bn and
import and export taxes by 15 percent to KHR 126.1 bn.
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In May, current expenditure rose by 83 percent from
April, to KHR262.8 bn. Expenditure on social
administration was KHR113.6 bn, compared with KHR
109.9 bn in the preceding month. General administration
increased by 12 percent to KHR34.7 bn. Expenditure on
defence and security expanded from KHR26.1 bn to KHR
63.8bn, while economic administration outlays nearly
doubled to KHR27.6 bn.
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Economic Activity of Selected Economic Partners of Cambodia
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In July, goods exports of the US, the Euro zone and Japan
decreased marginally. US exports went down from
USD86.57 bn in June to USD85.65 bn. Euro zone goods
exports decreased by 3.2 percent from the previous month
to USD140.13 bn. Japan’s goods exports decreased from
USD55.64 bn to USD 54.81 bn.

Goods Exports: US, Euro zone and Japan
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In July, Taiwan’s goods exports were USD19.58 bn, an
increase of 8.2 percent from the previous month and 21
percent from July last year. Exports of agricultural
products increased by 18 percent from the previous
month, while exports of processed agricultural products
and industrial products increased by 12 percent and 8.2
percent respectively. Goods export data for South Korea
are not yet available for July.

Goods Exports: South Korea and Taiwan

2 M

igliennth  wngjdimsntiunmiigny  b.meémaansgans
infuSlainn bbdmaansgans isiiedte 1 mishumauiy
1f8 0.0% 850 OM.MOMSANSHANT DMISIGTUIRG 9.b%
B0 90.&0MSANSEANT 1 BORRUHRNE SMHGUEEN
#1958 9.MOMAANSHANI TR 6% I8 MISHBMMIY

In July, Malaysia recorded a trade surplus of USD2.39
bn, compared to USD2.26 bn in June. Total exports rose
by 2.0 percent to USD13.31 bn, while total imports
increased by 1.2 percent to USD10.92 bn. Electrical and
electronic products accounted for USDG6.31 bn, 47
percent of total exports.
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Inflation Rates in Selected Economic Partners of E:ambodia
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Hong Kong consumer prices rose by 2.3 percent in July § \/\x\/
over a year earlier, more than the 2.2 percent increase in | 'S 2% 1
the year to June. The slightly larger increase was mainly | -2
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Note: The latest data available are for July 2006.
Sources: IMF and Economist (16 September 2006)
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Singapore’s consumer price index in July was 1.1 percent
higher than in the same month a year earlier. According
to the Department of Statistics of Singapore, this reflected 2% 1
higher costs for food, clothing and footwear, housing, . ’\//\x/\
education and stationery. The year-on-year inflation rate /\/
was 4.1 percent in Malaysia and 4.4 percent in Thailand. 0% —
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Exchange Rates in World Markets
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Commodity Prices in World Markets
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In August, world rice prices increased, except in
Thailand, where the price of Thai 100%B fell to
USD289.33 per tonne from USD292.96 in July because
of a slow external market. The international price index
(IPO) remained stable at 130.0. In the United States, the
export price increased to USD351.01 per tonne, against
USD343.75 in July.

International Prices Index and Export Rice Prices
(USD/tonne FOB)
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Sources: Osiriz/InfoArroz and InterRice.
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The price of soybeans declined in September, while the
prices of maize and palm oil increased. Soybeans sold at
USD202.34 per tonne, down from USD203.10 in August.
Maize was USD108.21 per tonne, up from USD103.70 in
August. In August, palm oil rose by 8.3 percent from
July, to USD462.57 per tonne.

International Prices of Soybeans, Maize and
Palm QOil
(USD/tonne FOB)
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Source: Food and Agriculture Organisation (FAO)
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In September, the prices of crude oil, gasoline and diesel
decreased. The OPEC spot price of crude oil was
USDG61.64 per barrel, against USD70.33 in August.
Regular gasoline (87 octane) prices on the US Gulf Coast
decreased by 24 percent, to 42.56 cents per litre
compared to 55.97 cents per litre in August. The diesel
price (low sulphur No.2) on the US Gulf Coast also
declined significantly, by 18 percent from the previous
month, to 48.70 cents per litre.

Prices of Crude Qil, Gasoline and Diesel
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Economic News
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Cambodia allows Russian firm to develop island into
a tourist resort: The Cambodian government has
agreed to allow a Russian-run company to develop a
coastal island into a tourist resort with an initial
investment of up to US$300 million. The agreement
will allow Koh Pos Investment Co. Ltd. to develop
and manage Koh Pos, or Snake Island, for 99 years,
said Khiem Kolneath, an assistant to Alexander
Trofimov, the company’s chairperson. The island is
located about 800 metres off a popular beach in
Sihanoukville, about 185 kilometres south-west of the
capital, Phnom Penh. Khiem Kolneath said the
company has six months to present the government
with a development master plan, which will include a
hotel, a recreation centre and a bridge linking the
beach with the island. He added that details of the
master plan will be subject to the government’s
review and approval. (Cited from iht.com, 27
September 2006)

UK to provide Cambodia with USD75 m in aid in
next three years: The United Kingdom would provide
Cambodia with USD75 m in the next three years to
support the fight against poverty and epidemics, said
Mark Lowcock, the visiting director general of the
UK’s Department for International Development on
19 September. The support will be focused on
enhancing aid effectiveness, strengthening
governance, improving the livelihoods of poor people,
improving health services and tackling HIV/AIDS.
The aid was given in line with the principle of good
governance, which was at the centre of the UK’s new
action plan to fight world poverty, he said. “Long-
term progress in the fight against poverty will only be
achieved through effective government and by people
with the wvoice and confidence to hold their
government to account”, said Lowcock at the
launching of his government’s third white paper on
international development. The white paper, entitled
“Eliminating world poverty: Making governance
work for the poor”, responded to four challenges: the
importance of good governance in poor countries; the
improvement of security, growth and public services
to reduce poverty; the tackling of climate change; and
the reform of the international system to build more
effective and accountable states. (Cited from Xinhua,
20 September 2006)
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