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Main Economic Activities of Cambodia
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In the second quarter, the total value of fixed asset
approvals amounted to USD2100.9 m. Approvals in the
industrial sector were USD10.0 m, of which 30.6 percent
was in garments. Compared to the same period of 2005,
industrial approvals declined by 66 percent, from USD29.5
m. Agricultural sector approvals accounted for USD58.9
m, while there were no approvals in this sector in the same
quarter of 2005. Service sector approvals increased from
USD30.0 m in 2005 (April-May) to USD2032.0 m in this
quarter, due to construction approvals.

Private Investments in Service Sector
Approved by CDC: 2003 Q4-2006 Q2*

2400

8l fnnEh igjlunsusnngmpmmusnGinang ws
eb.oaban T8y oriw {sigsinjingu (GmE.GaEND |
igjhigtouiBtge b fifin C00.conmmigi fnmuys 1
yigijusinnmugsm §1ys8 injiendintog ifens bow |

The number of foreign arrivals in Cambodia for holiday
purposes in the second quarter was 292,682; this was 67
percent of total arrivals (435,889 persons). Tourists
decreased by 27 percent from 400,417 persons in the
previous quarter. Compared to the same quarter last year,
however, visitors for holidays increased by 21 percent.
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Construction project approvals in Phnom Penh, valued at
USD82.27 m in the second quarter, increased by 22
percent from the preceding quarter. Of this, villa and
house construction shrank by 43 percent to USD5.7 m,
while flat and other construction activities rose by 30
percent to USD51.8 m and by 42 percent to USD24.7 m,

respectively. The total value of construction decreased by
21 percent compared to the second quarter of last year.

Construction Project Approvals: Phnom Penh
2003 Q4-2006 Q2
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Price and Interest Rate Developments
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The average selling price of gasoline in Phnom Penh
continued to increase, to 4183 riels/litre in August, a rise
of 1.1 percent from 4137 riels/litre in the preceding
month. At the same time, the price of diesel oil was 3375
riels/litre, 2.0 percent more than the 3310 riels level in
July.

Gasoline and Diesel Prices: Phnom Penh
June 2005-August 2006
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In July, consumer prices in Phnom Penh rose by 1.6
percent from June. This was due to an increase of food
prices of 2.4 percent and transportation and
communication of 2.1 percent. Compared to July last
year, overall prices rose by 5.1 percent, food by 6.3
percent and transportation and communication by 11.2
percent.

Consumer Price Index
(July—-December 2000=100)
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Source: National Institute of Statistics
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According to CDRI’s survey of vulnerable workers in
May, real daily earnings of cyclo drivers increased by 8.5
percent from the previous month, to 8546 riels/day and of
unskilled construction workers by 7.2 percent to 6407
riels. Daily earnings of motorcycle-taxi drivers decreased
by 1.1 percent to 8790 riels. The earnings of motorcycle-
taxi drivers declined by 23 per cent and of unskilled
construction workers by 21 percent from May 2005,
while cyclo drivers rose by 10.6 percent.

Vulnerable Workers: Phnom Penh Real Daily
Average Earnings November 2003-May 2006
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Exchange Rates and Monetary Developments
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Riels per US Dollar
June 2005-August 2006
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In June, liquidity (M2) grew at an annualised growth rate
of 18 percent, and money supply (M1) grew at an
annualised growth rate of 28 percent. Over the previous
12 months, liquidity grew by 31 percent, compared to a
growth rate of 28 percent in the year to May 2006.
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External Trade
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Cambodia’s total exports in the second quarter amounted
to USD652.5 m, 8.2 percent more than in the first quarter.
Garment exports grew by 11.2 percent to USD632.4 m,
and rubber exports rose by 25.6 percent to USD9.8 m.
Exports of fish decreased by 47 percent to USD1.0 m and
of rice by 87 percent to USD0.2 m. However, garment
exports declined by 27 percent compared to the same
quarter of 2005.
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Cambodia: Main Exports
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In the second quarter, imported cigarettes rose to
KHR113.4 bn, up from KHR112.6 bn in the first quarter.
Imports of cement increased by 5.0 percent to KHR58.4
bn, while steel imports fell by 5.6 percent to KHR33.5
bn.

Imports of Cigarettes and Construction Materials
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Diesel oil imports amounted to 11,800 tonnes and
gasoline imports to 34,800 tonnes in the second quarter.
Diesel imports increased by 51 percent from the
preceding quarter, while gasoline imports increased by
0.9 percent. Imports of both gasoline and diesel were

higher than in the same quarter last year, by 5.5 percent
and 53 percent, respectively.
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Petroleum Product Imports
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Sources and Uses of Foreign Assistance
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In 2005, total resources available for the SEILA programme
amounted to USD39.31 m, of which government funds
accounted for 35 percent, Partnership for Local Governance
31 percent and 34 percent from other sources, including
IFAD and UNICEF. The main PLG fund sources were
USD7.5 m from United Kingdom/DFID, Sweden/SIDA,
USD5.0 m and UNDP, USD0.4 m. These PLG donors
represent the core support of SEILA, which was used to
develop governance, management and capacity building.

SEILA 2005 PLG Resources, by Major Donors
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Of the total SEILA 2005 budget, PLG amounted to
USD12.24 m. Forty-two percent (USD5.14 m) of the PLG
budget is allocated to national and provincial investment, 33
percent (USD4.04 m) for provincial and national programme
support and 25 percent (USD3.06 m) for technical
cooperation. These PLG funds assist commune/sangkat
development and also support services to all ministries. This
is achieved by funding activities related to the government
reforms by providing advisers and consultants to both the
provincial and national levels of government.

SEILA 2005 PLG Allocation
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Phnom Penh had 106 sangkat development projects
which were allocated KHR3.1 bn by SEILA in 2005, 24
percent more than in 2004. Of the total budget, macadam
road construction received KHRO0.4 bn for 11 projects,
concrete roads and laterite roads with culverts received
KHR 1.01 bn (29 projects) and KHR 0.56 bn (21
projects), respectively. Drainage installation, canals and
double culverts with gates and earth roads received KHR
1.05 bn (40 projects), KHR 0.07 bn (4 projects) and KHR
0.02 bn (1 project), respectively.

SEILA 2005 Sangkat Development Projects,
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National Budget Operations
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Government current revenue totalled KHR205.3 bn in April,

3.0 percent less than in the preceding month and 1.1 percent

lower than in the same month last year. Compared to March, 0 P e e e,
domestic tax and non-tax revenues increased by 0.7 percent ; ' '
to KHR56.3 bn and by 8.6 percent to KHR39.1 bn, while
import and export tax revenue decreased by 8.1 percent t0 | yote: provisional for 2006.

KHR109.9 bn. However, import and export tax collection | Source: Monthly Bulletin of Statistics (MEF)
was 2.1 percent more than in April 2005, while domestic tax
and non-tax revenues fell by 2.1 percent and 8.0 percent.
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In  April, government current spending totalled
KHR143.6 bn, a 20 percent reduction from March, but a
77 percent increase from April 2005. Compared with the
previous month, expenditures on defence and security
dropped by 41 percent to KHR26.2 bn, on social
administration by 13 percent to KHR61.3 bn, on general 0
administration by 5.5 percent to KHR31.1 bn and on
other government services by 41 percent to KHR10.8 bn.
Expenditures on economic administration rose by 2.9

. . Note: Provisional for 2006.
percent to KHR 14.17 bn'in April. Source: Monthly Bulletin of Statistics (MEF)
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Economic Activity of Selected Economic Partners of Cambodia
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In June, goods exports of the US and Japan increased,
while goods exports of the Euro zone decreased. US
exports rose from USD84.21 bn in May to USD86.57 bn.
Euro zone goods exports decreased by 0.3 percent from
the previous month to USD144.74 bn. Japan’s goods
exports increased by 10 percent from the previous month
to USD55.64 bn.

Goods Exports: US, Euro zone and Japan
(USD bn)
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In June, goods exports of South Korea increased by 0.1
percent from the previous month to USD27.96 bn and by
28 percent from the same period last year. Taiwan’s
goods exports decreased by 4.3 percent from the previous
month to USD18.10 bn, but increased by 22 percent from
the same month last year.

Goods Exports: South Korea and Taiwan
(USD bn)
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In June, Malaysia recorded a trade surplus of USD2.26
bn, compared to USD2.12 bn in May. Total exports rose
by 2.7 percent to USD13.05 bn, while total imports
increased by 1.9 percent to USD10.79 bn. Electrical and
electronic products accounted for 49 percent of total
exports (USD6.44 bn).

Malaysia: External Trade
(USDbn)
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Inflation Rates in Selected Economic Partners of Cambodia
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Japan’s consumer prices rose by 1.0 percent in the year to
June. According to Nihonkeizai Shimbun this increase
stemmed from the higher cost of energy as well as higher
charges for services. During the same period, consumer
prices rose by 4.3 percent in the US and by 2.1 percent in
the Euro zone.

Inflation Rate: US, Euro zone & Japan
(prices change from a year earlier)
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Hong Kong’s overall consumer prices in June were 2.2
percent higher than a year earlier, compared to 2.1 percent
higher in May. This was attributable to increases in the
prices of fresh vegetables and charges for household
services. During the same period, consumer inflation in
China and South Korea was 1.5 percent and 2.6 percent
respectively.
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Singapore's consumer price index in June was 1.4 percent
higher than in the same month a year ago. According to the
Department of Statistics of Singapore, this reflected higher
costs for food, clothing and footwear, housing, education,
stationery and health care. The year-on-year inflation rate
was 3.9 percent in Malaysia and 5.9 percent in Thailand.

Inflation Rate: Selected ASEAN Countries
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Exchange Rates in World Markets
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Commodity Prices in World Markets
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In July, world rice prices were firm due to a scarce
exportable supply and more intense demand. The
international price index (IPO) went up to 130.1, against
128.7 in June. In the United States, the export price
increased to USD343.70 per tonne, against USD341.90 in
June. Thai 100%B sold at USD292.90 per tonne, up from
USD288.40 in June.

International Price Index and Export Rice Prices
(USD/tonne FOB)
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In August, the price of soybeans declined, while the
prices of maize and palm oil increased. Soybeans sold at
USD203.10 per tonne, down from USD216.70 in July.
Maize sold at USD103.70 per tonne, up from USD103 in
July. In July, palm oil rose to USD403.60 per tonne, from
USD396.40 in June.

International Prices of Soybeans, Maize and
Palm Oil (USD/tonne FOB)
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In August, the prices of crude oil and diesel increased,
while the price of gasoline decreased. The OPEC spot
price of crude oil was USD70.33 per barrel, against
USD69.20 in July. The diesel (low sulfur No.2) price on
the US Gulf Coast rose by 1.2 percent from the previous
month to 59.51 US cents per litre. Regular gasoline (87
octane) prices on the US Gulf Coast decreased by 6.0
percent, to 55.9 US cents per litre compared to 59.6 US
cents per litre in July.
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China's Huawei to undertake GMS-IS project for
Cambodia: China’s leading telecommunications
equipment supplier, Huawei Technologies, recently
signed a commercial contract with
Telecommunications Cambodia to build an internet
facility that will provide the country with a digital
information exchange platform to be shared with its
neighbours. Under the project, an optical fibre
telecommunications network will be laid over the
country to allow high-quality internet communication
among Cambodia, Thailand, Vietnam, Laos, Myanmar
and China. “This is a part of the Greater Mekong Sub-
region Information Superhighway (GMS-IS) Plan, for
which the Chinese government will extend policy and
financial support as well as USD17.5 million worth of
preferential loans”, said Duan Jinzhu, counsellor at the
Chinese Embassy. “Basic facility construction such as
the GMS-IS project is part of the important
cooperation between China and Cambodia. China is
willing to give all possible aid to Cambodia to beef up
its economic development”, Duan added. Meanwhile, a
secretary of state of Cambodia’s Ministry of Posts and
Telecommunications, Chin Bun Sean, emphasised that
the project is very important for the region to step up
its overall economic and social development. “We
hope the information superhighway will be completed
soon to contribute to the GMS countries and their
people”, he added. (Cited from english.peoplet.com.cn
28 August 2006)

Cambodian agricultural products no threat in
Vietnam: As of September 1, some 40 Cambodian
agricultural products imported into Vietnam will have
their duties removed. The removal of taxes also
covers tobacco, but a quota scheme will be applied to
limit imports of this product. The import of
Cambodian agricultural products will be done via 17
border gates. Nguyen Minh Nhi, former An Giang
Province Peoples’ Committee member, did not see
any challenge in allowing Cambodian products to be
imported, saying that no Cambodian product can be
competitive in Vietnam. “In the past, | have several
times signed the decision to allow Cambodian rice to
be imported to An Giang province with no duties”,
said Mr Nhi. He said that Cambodian farmers would
be able to sell rice and other products at higher prices
in Vietnam than in Cambodia. According to Mr Nhi,
the concern now is that Thai products will penetrate
Vietnam’s market through Cambodia to take
advantage of the removal of duties. Once Thai fruit
and sugar products penetrate the domestic market,
they would be a serious threat. Thai sugar products,
for example, are always cheaper than Vietnamese
products. While the Thai yield is 80 tonnes of sugar
cane per hectare, Vietnamese farmers get only 50
tonnes. (Cited from english.vietnamnet.vn 24 August
2006)

Cambodia Development Resource Institute — Page 12





