ISSN 1810-6358

SANENVBRNYBAMD RS PHISEISEEIESYRAS

Cambodia Development Resource Institute

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

g&ssy oo , May 2007

S Sives / Phann Dalis
€2 & / Hing Vutha

55 59&38&1??: / Phim Runsinarith

URUIN: & 853i8 92 (WR 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 — May 2007

wagmnswg%ge&méssse&ﬁg&
Main Economic Activities of Cambodia
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In the first quarter 2007, private investment approvals 3001 I i = m
were USD 497.5 m, a decrease of 49 percent from the 0 - T S S
preceding quarter. Service and agriculture approvals §¥§ 228 gggggeg

declined by 55 percent and 88 percent to USD 335.7 m
and USD 19.1 m, respectively, while industry sector g‘c'“dif‘g EXpa_Tsin” Erojeml ¢ Cambodi
approvals increased by 86 percent to USD 142.7 m. ource: Council for the Development of Cambodia
Garment sub-sector approvals increased by 41 percent
from the previous quarter, and by 20 percent from the
same month in 2005, to USD 36.6 m.
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Foreign visitor arrivals to Cambodia in February 2007 §
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decreased by 9.1 percent from the previous month, to
177,130. Visitors on holiday were 161,986, a drop of 3.4
percent. Siem Reap received 63 percent of the total 5011 11 A
visitors. In contrast, total visitor arrivals were up by 17
percent compared to the same month in 2006. Visitors on 0 :
holiday rose by 22 percent. g & &8 & 8 & & 5
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Source: Ministry of Tourism

Phnom Penh: Value of Construction Approvals
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Phnom Penh’s construction approvals totalled USD 10.4 207
m in February 2007, a significant fall of 81 percent from
the preceding month. Villa and house, and other
construction approvals decreased sharply, by 54 percent
and 74 percent, to USD 2.6 m and USD 3.3 m,
respectively. Approvals for flats fell by 87 percent to
USD 4.5 m. By comparison with the same month in 2006,
total construction approvals decreased by 45 percent. Source: Phnom Penh Municipality
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Consumer Prices and Interest Rates on Deposit
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From February to March 2007, Phnom Penh’s overall
prices increased by 0.5 percent. Of the eight main
categories; food prices, and transportation and
communication costs rose by 1.0 percent and 0.5 percent
respectively. Compared to the same month in 2006,
overall prices were up by 3.5 percent; food prices and
transportation and communication costs increased by 4.3
percent and 5.8 percent, respectively.

Phnom Penh: Consumer Price Index
(July—December 2000=100)
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Source: National Institute of Statistics
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Phnom Penh’s petrol prices rose by 2.1 percent in April
2007, selling at 3803 riels/€; whereas, diesel prices
increased by 1.0 percent, trading at 3073 riels/f. Both

petrol and diesel prices rose by 0.08 percent and 4.9
percent, respectively, from April 2006.

Phnom Penh: Petrol & Diesel Prices
February 2006 — April 2007
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Sources: CDRI and National Institute of Statistics

AimmImAGe Sugant imiudimamwoklis Bsms
mitu eEkng oot 1 igiieny: WOOM HENMITAA
UOUNIREA R GRMIHGmn  semeniighyg
IiUige 89 smmimamgen § 6.0% 9.8% 83 9.0% 9
BNUUINMMAZANT GNMIEGGH § mAmgun ngwHEn

BEMA 9,0% 10 EOMINAAGRYIT[IIs 18iis €.0% 9

v

Riel and dollar interest rates on 12-month bank deposits
have been unchanged since 2005. In February 2007,
interest rates on riel deposits quoted by ACLEDA Bank,
Foreign Trade Bank (FTB) and Canadia Bank were 8.0
percent, 6.5 percent and 6.0 percent, respectively. For
dollar deposits, both ACLEDA and Canadia offered 6.0
percent, while FTB offered 5.0 percent.

Interest Rate on 12-Month Bank Deposits
(As of February 2007)
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Source: National Bank of Cambodia.
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Exchange Rates and External Development Assistance
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The riel traded at 4059 riels/USD in April 2007, a | o
depreciation of 0.06 percent from the previous month. 2 4100 M/l
Compared to the same month in 2006, however, the riel <3 4
appreciated by 0.8 percent against the US dollar. x 030 T
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Sources: National Bank of Cambodia and CDRI
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In April 2007, riel depreciated by 0.7 percent against Thai A 255 1 10
bath; the exchange rate was 115.8 riels/baht. Against the | > =
Vietnamese dong, riel traded at 24.56 riels per 100 dong, g 2501 1os
an appreciation of 0.2 percent. The riel depreciated | £
against Thai baht by 8.2 percent but appreciated by 1.4 | % 245 100
percent against the Vietnamese dong, since April 2006.
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In December 2006, Cambodia received USD 29,936 from g 600 -
the World Bank in loans to Provincial and Peri-Urban 400 |
Water and Sanitation Project. This represented 3.7
percent of the total loans disbursement and was 85 200 |_||_||_| |_|
percent less than for the same month in 2005. Total funds 0 I:l I:l‘D ‘ HO = D‘ Doo
of USD 2.8 m were allocated to this project in 2006; w w o v v v »
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disbursement and 43 percent more than the previous year. z - = = - @9 z

Source: Monthly Bulletin of Statistics (MEF)
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Monetary Developments
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In February 2007, liquidity (M2) grew at an annualised 50%
rate of 67 percent and money supply (M1) increased at 40%
an annualised rate of 34 percent. In the previous 12 30%
months, liquidity (M2) grew by 38 percent, compared to 20%
growth of 39 percent in the year to January 2007. 10%
0%
-10% [Te} ©o ©o ©o © © ©0 © © © © ©o © * ~
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I Annualised growth rate (M2)
C—JAnnualised growth rate (M1)
—&— Growth over the past 12 months (M2)

Source:* Revise. National Bank of Cambodia
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Domestic credit grew at an annualised rate of 70 percent,
while private sector credit grew at an annualised rate of
77 percent in February 2007. Over the twelve months to
February 2007, domestic credit grew by 26 percent,
compared to growth of 42 percent in the year to January
2007.
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—— Past 12 months growth domestic credit (right scale)

Source: * Revise. National Bank of Cambodia
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Private sector credit and Net Foreign Assets (NFA) in -300 |
February 2007 grew by 4.8 percent to KHR 3932.2 bn 400 -
and 4.9 percent to KHR 7937.7 bn, respectively. i
Government credit decreased by 0.4 percent to KHR -500 L e 8L L8 S E8 8 EL g LS
285.1 bn, while government deposits and ‘Other Items’ 2585555225838 :3
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rose by 4.4 percent to KHR 1370.6 bn and 6.0 percent
and KHR 3166.9 bn, respectively. These monetary
operations increased liquidity by 4.4 percent.

Source: *Revise. National Bank of Cambodia
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Cambodia’s main exports in February 2007 increased by 501 °_¥ - 1.0
6.0 percent from the previous month, to USD 244.2 m. Of o L o007 \o-o—o-o 00
the total exports, garment and rice exports rose by 2.5 2w g g g g g g 5
percent to USD 227.7 m and 56 percent to USD 0.3 m, 3 & & 5 %” 3 8 3

respectively, while rubber and fish exports decreased by

37 percent to USD 27 m, and 40 percent to USD 02 m, [ Total exports (left scale) —— & Rubber (right scale)
. . Qs Fiish (right scale) e Garmentss (left scalce)

respectively. Compared to the same month in 2006, total

exports rose by 27 percent. Garment exports increased by

27 percent, and fish, rubber and rice exports decreased by | Source: Customs and Excise Department

1.9 percent, 23 percent and 48 percent, respectively.
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In February 2007, cigarette and steel imports decreased 30
by 17 percent and 20 percent from the preceding month 20
to KHR 31.3 bn and KHR 20.1 bn, respectively, while 10
cement imports increased by 0.4 percent to KHR 21.8 bn. 0 |
Compared to the same month in 2006, steel imports s 8 $ s g 3 8 g
tripled and cement imports rose by 23 percent, while & £ < =2 2 S a4 2
cigarette imports declined by 11 percent. DCigarettes D Cement  OSteel

Source: Customs and Excise Department
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Petrol imports were down by 0.3 percent to 44,200 tonnes £
or KHR 17.8 bn in February 2007, while diesel imports é 20 | | |
were up by 0.3 percent to 14,200 tonnes or KHR 45.8 bn.
Volumes of both petrol and diesel imports, however, 10
increased by 0.3 percent and 0.1 percent, respectively,
from the same month in 2006. 0
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Source: Customs and Excise Department
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National Budget Operations
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The current budget surplus was KHR 32.4 bn in the
fourth quarter 2006, compared to the surplus of KHR
110.4 bn in the previous quarter and the deficit of KHR
43.3 bn in the same quarter 2005. Current expenditure
was 95 percent of total current revenue in this fourth
quarter.

Current Budget Operations
2002 Q2 — 2006 Q4
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Note: Provisional for2006
Source: Monthly Bulletin of Statistics (MEF)

igiffinwEe bood sguimuig R8s ode HjuSuHmm
¥e 8 dec.amsmsiju 4 Sapudsivsng Shdnpung
ghismsizw 1fs Bo% S bme 8 oGm.omIANSIjL &
Gel.omsmsifu Tnsajulingiumn s €ee Bl
wog.bmsmnsiju 1 tEjuSmnREEMEIbooy SanmuIg
ifis bo% Sapungshismeisn Sapudstusng Busnung
[ 1R8 A% e Ba véw |

In the fourth quarter 2006, current budget revenue
increased by 18 percent from the previous quarter to
KHR 844.8 bn. Non-tax, and import and export tax
revenue rose by 21 percent and 23 percent to KHR
183.1 bn and KHR 452.6 bn, respectively, whereas
revenue from domestic tax increased by 5.4 percent to
KHR 209.2 bn. Compared to the same period 2005,
current revenue rose by 20 percent; import and export
tax, non-tax and domestic tax increased by 7.2 percent,
24 percent and 59 percent, respectively.

Current Budget Revenue
2004 Q3 — 2006 Q4
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Source: Monthly Bulletin of Statistics (MEF)
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Current budget expenditure increased by 38 percent from
the preceding quarter to KHR 800.6 bn in the fourth
quarter 2006. Expenditure on defense and security,
general administration and economic administration rose
by 9.5 percent, 13 percent and 48 percent to KHR 170.1
bn, KHR 135.3 bn and KHR 92.5 bn, respectively, while
spending on social administration increased by 75 percent
to KHR 343.8 bn.

Current Budget Expenditure
2004 Q2 — 2006 Q4
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Note: Provisional for 2006
Source: Monthly Bulletin of Statistics (MEF)
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Economic Activity of Selected Economic Partners of Cambodia
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In February 2007, goods exports of the US decreased,
while exports of the Euro zone and Japan increased. US
goods exports decreased by 2.6 percent from the previous
month to USD88.44 bn. Goods exports of the Euro zone
and Japan rose by 1.2 percent and 6.4 percent,
respectively, from the previous month, to USD160.92 bn
and USD53.07 bn.

Goods Exports: US, Euro zone & Japan
February 2006 — February 2007
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In February 2007, China recorded a trade surplus of
USD23.76 bn, compared to USD17.74 bn in January. The
larger surplus was due to a greater decline in imports than
exports. Total exports decreased by 5.2 percent from the
previous month, to USD82.10 bn, while total imports
decreased by 17 percent to USD58.34 bn.
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In February, Malaysia recorded a trade surplus of
USD2.00 bn, compared to USD1.73 bn in January. Total
exports decreased by 12 percent from the previous month
to USD10.82 bn, while total imports decreased by 17
percent to USD8.82 bn..
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External Trade: China
February 2006 — February 2007
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Inflation Rates in Selected Economic Partners of Cambodia
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US consumer prices increased by 2.4 percent in the year
to February 2007. According to the U.S Department of
Labor, this increase was due to higher charges for food,
medical care, and housing. During the same period, the
inflation rate was 1.8 percent in the Euro zone and -0.2
percent in Japan.

Note: The latest data available are for Feb. 2007
Sources: IMF and Economist (April 19th 2007)

Price change

Inflation Rate: US, Euro zone & Japan
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Hong Kong’s consumer prices rose by 0.8 percent in the
year to February 2007, smaller than the 2.0 percent
increase of a month earlier. This was attributable to the
waiver of public housing rentals by the Housing
Authority and Housing Society. During the same period,
consumer prices in both China and South Korea increased
by 2.7 percent and 2.2 percent respectively.

Note: The latest data available are for Feb. 2007
Sources: IMF and Economist (April 19th 2007)
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Singapore's consumer price index in January 2007 was
0.6 percent higher than for the same month a year earlier.
According to Singapore’s Department of Statistics, this
largely reflected higher costs for food, education,
healthcare and recreation. During the same period, the

year-on-year inflation rate was 3.1 percent in Malaysia
and 2.3 percent in Thailand.
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Note: The latest data available are for Feb. 2007
Sources: IMF and Economist (April 19th 2007)
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In March, world rice prices increased, largely due to
strong demand in Asia. The International Prices Index
(IPO) rose to 139.8, against 137.3 in February. In
Thailand, the price of Thai 100%B rose from USD293.87
per tonne in February to USD299.31. In the United
States, the export price decreased by 1.1 percent from last
month to USD394.55 per tonne.

Rice: International Prices Index & Export Prices

March 2006 — March 2007
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In April 2007, the prices of soybeans and maize
decreased. Soybeans sold at USD247.32 per tonne, down
from USD254.50 in March. Maize was USD139.35 per
tonne, down from USD155.62 in February. The price of
palm oil in March is currently not available.
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Source: Food and Agriculture Organisation (FAO)
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In April, the prices of crude oil, petrol and diesel
increased. The OPEC spot price for crude oil was
USD64.41 per barrel, against USD57.99 in March.
Regular petrol (87 octane) prices on the US Gulf Coast
rose by 15 percent from the previous month to 55.36
cents per litre. Diesel (low sulphur No.2) on the US Gulf
Coast also increased by 9.5 percent from the previous
month, to 54.29 cents per litre.

Prices: Crude Qil, Petrol & Diesel

April 2006 — April 2007
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Cambodia Passes Standard Law: The Cambodian
National Assembly approved the Law of Standards of
Cambodia, which is expected to standardise the
quality of the kin%dom’s imported and exported
goods, on April 25" 2007. “This law will urge our
local enterprises and producers to produce
commodities of a unified standard,” said Ith Prang,
secretary of state at the Ministry of Industry, Mines
and Energy. “It will also encourage all manufacturers
to compete with each other on an equal basis in
market,” he added. Under the law, an Institute of
Standards of Cambodia (ISC) will be established to
help clarify the quality standard of imported and
exported products. Meanwhile, anyone who illegally
uses the Standard of Cambodia mark on their products
will be sentenced to a jail term of between six days
and one month, in addition to a fine of 125 to 500
U.S. dollars. The law was passed to implement WTO
conditions, which Cambodia entered in 2004. (Cited
from Xinhua, 25 March 2007)

Mekong countries complete landmark transport
agreement: The countries of the Mekong region
completed an agreement to facilitate movement of
people and goods across borders. The Cross Border
Transport Agreement streamlines the regulations and
procedures for crossing borders in the Greater
Mekong Subregion of China, Cambodia, Laos,
Myanmar, Thailand, and Vietnam. The agreement,
designed to ease border crossings by removing or
reducing non-physical barriers, includes measures
such as single-stop customs inspections, visa
assistance for those involved in cross-border trade,
and facilities to reduce inspections of vehicles.
"Improving transport infrastructure and lowering
trade barriers are crucial to growing the economies of
the Mekong subregion and reducing poverty," said
Arjun Thapan, director general of the Asian
Development Bank's (ADB) Southeast Asia
department. (Cited from Xinhua, 20 March 2007)

New Sihanoukville Port Will Serve Increase In
Trade: Prime Minster Hun Sen announced that
another seaport will be built in Sihanoukville to
accommodate the increase in trade. “The current port
is not sufficient to serve our economic improvement.
With the open sky, land and water policy, we’ve
allowed another seaport here for export and import
needs,” he said on Wednesday (04 April 2007) at an
inauguration ceremony in Sihanoukville. The port will
be built by Attwood Import Export Co Ltd., a
Cambodian company, together with a Japanese firm,
Hun Sen said, adding that construction will begin in
July and should be completed by 2012. Sihanoukville
Governor Say Hak said the port will be built in Stung
Haw district’s O’Tres commune. (Cited from The
Cambodia Daily, 06 April 2007)
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