ISSN 1810-6358

SANENVBRNYBAMD RS PHISEISEEIESYRAS

Cambodia Development Resource Institute

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

ég21 bood , June 2007

18 Sses / Phann Dalis
i’fﬁ {sszsn / Pon Dorina
L2 8§ / Hing Vutha

§ gee8amBg / Phim Runsinarith

URUIN: &5 658i8 9O (W D

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 —June 2007

wagmnswg%ge&méssse&ﬁg&
Main Economic Activities of Cambodia
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Fixed asset investment approvals for the garment sector
increased by 41 percent from the previous quarter to USD
36.6 m in the first quarter 2007. There were five garment
project approvals, which will absorb an additional 20,199
workers. Compared to the same quarter in 2006, garment
investment approvals rose by 20 percent.

Fixed Asset Investment Approvals by CDC for
the Garment Sector
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In March 2007, total visitor arrivals to Cambodia were
178,751, an increase of 0.9 percent from the preceding
month. Arrivals by visitors on holiday declined by 1.8
percent to 158,999 from the preceding month. Arrivals by
visitors on holiday increased by 27 percent from the same
month in 2006.

Cambodia: Foreign Visitor Arrivals
January 2006—March 2007
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Construction approvals in Phnom Penh doubled to USD
26.7 m in March 2007, compared to the preceding month.
Construction approvals for flats increased by five times
the value of the previous month to USD 20.4 m, and villa
& house constructions rose by 5.6 percent to USD 2.7 m.
Compared to the same month in 2006, however, total
construction approvals dropped by 23 percent.

Phnom Penh: Value of Construction Approvals
January 2006—March 2007
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Consumer Prices and Interest Rates on Loans
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In April 2007, Phnom Penh’s overall prices increased by
0.8 percent from the previous month. Food, beverage &
tobacco prices, and transportation & communication costs
were up by 1.4 percent and 1.0 percent, respectively.
Compared to the same month in 2006, the prices of all
items rose by 4.0 percent. Food, beverage & tobacco, and
transportation & communication rose by 5.5 percent and
5.1 percent, respectively.
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Gasoline prices averaged 3884 riels/l in May 2007, a rise
of 2.1 percent from the previous month. The price of
diesel increased by 0.6 percent, trading at 3090 riels/(.
Compared to the same month in 2006, however, both
gasoline and diesel prices declined by 1.4 percent.

Phnom Penh: Gasoline & Diesel Prices
March 2006-May 2007
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Interest rates on 12-month bank loans have been stable
since 2005. In March 2007, interest rates on riel loans
offered by the Foreign Trade Bank (FTB) was 18 percent,
while the rate at Canadia Bank and ACLEDA Bank was
24 percent. On US dollar loans, the three banks offered
the same rate, 18 percent.
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Interest Rate on 12-Month Bank Loans
(As of March 2007)
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Foreign Trade Bank  Canadia Bank Ltd ACLEDA Bank
of Cambodia Limited

National Bank of Cambodia.
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Exchange Rates and External Development Assistance
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The riel depreciated by 3.2 percent against the Thai baht | £ b
in May 2007 compared to the preceding month, trading at g (105 T
119.6 riels/baht. The exchange rate of the riel against the o
Vietnamese dong was 24.7 riels per 100 dong, a | X 100
depreciation of 0.6 percent. Compared with May 2006,
the value of the riel fell by 9.6 percent against Thai baht, 20 s 5 = ¢ 5 = = = 9
while with Vietnamese dong, it was up by 1.2 percent. 5 & = & & § 5 %
= 5 - ¢ Z = 3 3
Source: CDRI
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In 2006, World Bank loan project disbursements to S

Cambodia amounted to USD 18.6 m. Eight main projects Rural L Sanitation Projec

accounted for USD 16.1 m: Flood Emergency | FBlecuificationand and Local

Transmission Governance

Rehabilitation, Economic & Public Sector Capacity
Building, Cambodia Health Sector, Provincial and Peri- provinnial and
Urban Water and Sanitation, Rural Investment and Local Rural Infrastructure
Governance, Provincial and Rural Infrastructure, Rural Project
Electrification and Transmission, and Cambodia
Education Sector Support.

Source: Monthly Bulletin of Statistics (MEF)
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In March 2007, liquidity (M2) grew at an annualised
rate of 31 percent and money supply (M1) increased at
an annualised rate of 82 percent. In the previous 12 | 30% ] I
months, liquidity (M2) grew by 37 percent, compared to | 20%

growth of 38 percent in the year to February 2007. 10%
0% - 2
-10%
58858853388 ¢:485¢8:

B Annualised growth rate (M2)

—Annualised growth rate (M1)

—&— Growth over the past 12 months (M2)

Source: National Bank of Cambodia
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Domestic credit grew at an annualised rate of 21 percent, 300% + + 40%
while private sector credit grew at an annualised rate of 200% |
50 percent in March 2007. Over the twelve months to

March 2007, domestic credit grew by 43 percent,
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compared to growth of 26 percent in the year to February 0% 1 0%
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B Annualised change domestic credit (left scale)
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—&— Past 12 months growth domestic credit (right scale)

Source: National Bank of Cambodia
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Private sector credit and Net Foreign Assets (NFA) in -200 -
March 2007 grew by 3.4 percent to KHR 4067.7 bn and 300 1|
1.5 percent to KHR 8056.3 bn, respectively. Government 200 E !
credit rose by 4.5 to KHR 298.0 bn and government B
deposits were up by 7.5 percent to KHR 1473.5 bn, while S0t _
‘other items’ decreased by 0.4 percent to KHR 3155.2 bn. I I % I i Z
These operations increased liquidity by 2.3 percent to = 2 oo =
KHR 7793.2 bn. Source: National Bank of Cambodia
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Cambodia: Main Exports
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Cambodia’s total exports in March 2007 fell by 4.7 50 +9
percent from USD 244.2 m in the previous month to USD 0 0 O
232.9 m. Fish and rubber exports declined by 24 percent g g 2 g &g 8 5 5
to USD 0.2 m and 51 percent to USD 1.3 m, respectively, 5 5 5 2 & : & 2
while garment exports increased by 0.03 percent to USD :
227.7 m. Compared to the same month in 2006, total " Toulexportsetscle) b Rubber (ght scae)
exports rose by 15 percent; garment and rubber exports O Fish right sl =t Garmens (et scale)

increased by 15 percent and 21 percent, respectively,
while fish exports declined by 61 percent.

Source: Customs and Excise Department

Imports: Cigarettes & Construction Materials
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In March 2007, steel and cement imports increased by 30 40
percent to KHR 26.2 bn and 19 percent to KHR 26.0 bn,
respectively, while cigarette imports dropped by 45 20
percent to KHR 17.2 bn from the preceding month. Steel
and cement imports rose by 71 percent and 25 percent, 0
respectively, compared to the same month in 2006; Jan-06 Mar-06 May-06 Jul-06 Sep-06 Nov-06 Jan-07 Mar-07

whereas, cigarette imports dropped by 45 percent. DCiguettes  DCement  OStecl

Source: Customs and Excise Department
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Imports of gasoline in March 2007 rose by 25 percent 30
from the previous month to 17,721 tonnes, while diesel
imports dropped by 13 percent to 38,586 tonnes. In value,
gasoline imports were KHR 22.3 bn and diesel imports
were KHR 42.5 bn. 10 l
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Source: Customs and Excise Department
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The current budget deficit was KHR 30.0 bn in December
2006, compared to a surplus of KHR 51.0 bn in the
previous month and a deficit of KHR 142.2 bn in the
same month in 2005.

Current Budget Operations
January 2006—December 2006
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In December 2006, current budget revenue was KHR
361.5 bn, an increase of 52 percent from the preceding
month. Non-tax revenue increased by three times the
value of the previous month to KHR 97.6 bn. Domestic
taxes, and import and export taxes rose by 11 percent to
KHR 719 bn and 39 percent to KHR 192.0 bn,
respectively. Compared to the same month last year,
current budget revenue rose by 3.4 percent.

Current Budget Revenue
October 2005-December 2006
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Current budget expenditure in December 2006 doubled to
KHR 391.7 bn, compared to the previous month.
Spending on social, general and economic administration
increased by three times the value in the preceding month
to KHR 171.0 bn, KHR 75.2 bn and KHR 50.7 bn,
respectively, while spending on defense and security fell

by 2.4 percent to KHR 58.5 bn. Compared to the same
month in 2005, current expenditure fell by 20 percent.

Current Budget Expenditure
October 2005—December 2006
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Economic Activity of Selected Economic Partners of Cambodia
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previous month to USD90.17 bn, while goods exports _ »
from the Euro zone increased by 1.2 percent to USD 60 et/
163.73 bn. Japan goods exports in March jumped by 19 40
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In March, China recorded a trade surplus of USD6.87 bn, | 3
compared to a surplus of USD23.76 bn in February. The 20
smaller surplus was due to a greater increase in imports
than exports. Total imports increased by 31 percent from
the previous month to USD76.55 bn, while total exports 207
rose by 1.6 percent to USD83.43 bn. W W ﬂ i
0 T
Sources: National Bureau of Statistics of China
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In March, Malaysia recorded a trade surplus of USD1.92 DTrade balance
bn, compared to USD2.00 bn in February. Both total 4 1
exports and total imports increased significantly from the 5 |
previous month. Total exports in March reached w
USD14.45 bn, up from USD10.82 bn in February. Total 0 e e e T e e e
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Source: Department of Statistics, Malaysia
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Inflation Rates in Selected Economic Partners of Cambodia
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US consumer prices increased by 2.8 percent in the year
to March. According to the U.S Department of Labor,
this increase largely reflected higher charges for food and
energy. During the same period, the inflation rate was 1.9
percent in the Euro zone and -0.1 percent in Japan.

Inflation Rate: US, Euro zone & Japan
(change from a year ago)
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Note: The latest data available are for March 2007
Sources: IMF and The Economist (May 26th 2007)
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Hong Kong’s consumer prices rose by 2.4 percent in the
year to March 2007, higher than the 0.8 percent increase
of a month earlier. The significantly smaller increase in
February was due to the waiver of public housing rentals
by the Housing Authority and Housing Society. During
the same period, consumer prices in China and South
Korea increased by 3.3 percent and 2.2 percent,
respectively.

Inflation Rate: China, Hong Kong & South

Korea

(change from a year ago)
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Sources: IMF and The Economist (May 26th 2007)
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Singapore's consumer price index in March 2007 was 0.7
percent higher than the same month a year earlier.
Singapore’s Department of Statistics attributed this to
higher costs for food, education, healthcare and
recreation. During the same period, the year-on-year

inflation rate was 1.5 percent in Malaysia and 2.0 percent
in Thailand.

Inflation Rate: Selected ASEAN Countries
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Note: The latest data available are for Feb. 2007
Sources: IMF and The Economist (Apr. 19th 2007)
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Exchange Rates in World Markets
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In May 2007, the movement of the US dollar was mixed

EUR & JPY Per USD
May 06-May 07 (Monthly average)
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against the US dollar, trading at 927.58 KRW/USD 774 1 %0
against 930.69 KRW/USD in April 2007. During the
same period, the Hong Kong dollar was steady against its e 7940
US counterpart, trading at 7.82 HKD/USD. o ngo
R NN
2929922293323 %9
§537§354858¢85%¢
Source: Federal Reserve Bank of New York
R . . o - THB & SGD Per USD
igitegaim ool ﬁﬂnﬂiﬁjﬁi Iilgiﬁng{jﬁﬂ‘lﬂiUS usIwnms May 06-May 07 (Monthly average)
s v o a o 40 1.66
1gjiig riemiom T.mtﬁ“i%itﬂs . EOURNIEINYI/BANIUS 4 e B (et el
L N T 39 , 1.64
[AmEis  igjuigugsidiemsuganius  thwyims K- SGD (ight scale)
o oo oo s o . 1.62
e, cbME/HANIUS TTGIE 0.00% 1HjUsiHiess oo 9
1.60
In May 2007, the Singapore dollar rate fell against the US A
dollar after appreciating for seven consecutive months. It L 158 @
traded at 1.515 SGD/USD. The Thai baht also slightly »
advanced against the US dollar, exchanging at 32.42 156
THB/USD, a 0.7 percent appreciation from March 2007. sy
\%— 1.52
~‘¢‘
32 T T T T T T T T T T T 1.50
O LV Y VW YV VW Vv Vv > > > >~
A GRS G SR A G S A
—= = SR 5 =
522582288 58¢%8%

Source: Federal Reserve Bank of New York

Cambodia Development Resource Institute — Page 10




Cambodia Economic Flash Report —June 2007

mammé?&sé%msﬁg@ss-sasm?s
[N ~> (1]
Commodity Prices in World Markets
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World rice prices have increased steadily over the seven
years, 2000-2006. The International Prices Index (IPO)
rose to 127 in 2006, up from 89 in 2000. The price of
Thai 100%B in 2006 was USD282.08 per tonne,
compared to USD188.66 per tonne in 2000. The price of
USA 2/4 (long grain 2/4) was USD 347.38 per tonne in
2006, up from USD235.82 per tonne in 2000.

Rice: International Prices Index & Export Prices
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In May, the prices of soybeans and maize increased.
Soybeans sold at USD255.15 per tonne, up from
USD247.32 per tonne in April. Maize was USD144.64
per tonne, up from USD139.35 per tonne in April. In
April, the price of palm oil increased by 14 percent from
the previous month, to USD643.97 per tonne.

Prices: Soybeans, Maize & Palm Oil
May 2006-May 2007
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Source: Food and Agriculture Organisation (FAO)
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In May, the prices of crude oil and gasoline increased,
while the price of diesel decreased. The OPEC spot price
of crude oil was USD64.82 per barrel, against USD64.41
in April. Regular gasoline (87 octane) prices on the US
Gulf Coast rose by 10 percent from the previous month
to 61.16 cents per litre. Diesel (low sulphur No.2) on the
US Gulf Coast went down by 2.7 percent from the
previous month, to 52.78 cents per litre.

Prices: Crude Oil, Gasoline & Diesel
May 2006-May 2007
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Source: US Energy Information Administration
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Cambodia could become leading rice exporter by
next year: Cambodia could achieve its ambition to
become one of the world's leading milled rice
exporters by 2008 if it has sufficient capital to buy
unmilled rice from local farmers, local media reported
June 1°. Cambodian local mills currently require 40
million U.S. dollars in capital to purchase unmilled
rice from farmers to raise stocks for production of
milled rice, the Rasmei Kampuchea newspaper quoted
Pu Puy, president of the Rice Milling Association of
Cambodia, as saying.

Cambodian farmers annually export more than one
million tons of wunmilled rice, particularly to
neighboring Vietnam and Thailand, Pu Puy added.
"We need around 40 million U.S. dollars, but the
capital we have collected is only 10 million U.S.
dollars," he said. "If we have adequate capital, we can
export milled rice to the world market by 2008 or
2009." He stressed that the country's 280 mills, which
have an average capital of 30,000 USD to 100,000
USD each, can currently buy and stock only enough
unmilled rice to serve local markets and small-scale
exports, the Rasmei Kampuchea said.

More than 80 percent of Cambodia's population
are farmers, who enjoy a generally favorable climate,
so they could produce a surplus of over one million
tons of unmilled rice annually, but up until now they
have not exported as much milled rice to the world
markets as other producers due to a shortage of
capital, he added. (Cited from Xinhua, 1% June 2007)

Cambodia: Project to Help Rural Poor: The United
Nations  International Fund for Agricultural
Development (IFAD) has announced that it will
support a new $11.5 million development project in
Cambodia aimed at helping the rural poor. “The
project will not only boost incomes, it will also lay
foundations for sustainable social and economic
development in the future,” said Youqiong Wang,
IFAD’s country programme manager for Cambodia,
noting that it is the agency’s first to target the poor
ethnic population living in remote areas of the
country.

Decades of war and internal strife have made
Cambodia one of the world’s poorer countries. The
three provinces that the project is targeting — Kratie,
Preah Vihear and Ratanakiri — are among the poorest
in the country, IFAD said in a news release. The
Rural Livelihoods Improvement Project, set to
involve 22,600 rural households in the border
provinces, will be financed partly by a grant of $9.5
million from IFAD. It will also receive funding from
the Royal Government of Cambodia and the UN
Development Programme (UNDP). (Cited from
WWW.SCO0p.C0.nz, 31 May 2007)

Cambodia Development Resource Institute — Page 12




