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Main Economic Activities of Cambodia
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Private investment approvals in services amounted to
about $44.1 million in the third quarter of 2005, 47.0
percent more than in the preceding quarter and about
seven times more than in the same quarter of 2004. Of
total investment in the sector in the third quarter, about
$33.6 million was invested in a tourist resort (including a
hotel, superstore, holiday village and golf club) by
Cambodian (51 percent) and Chinese (49 percent)
investors. The remaining $10.5 million went into
expansion of energy services.

Private | nvestmentsin Service Sector
Approved by CDC (US$ million)
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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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The number of foreign visitor arrivals in Cambodia by all
modes of transportation in November was 138,293
persons, 18.8 percent more than in October. Arrivals by
air increased by 27 percent to 91,347 persons, and land
and boat arrivals increased by 5.6 percent to 46,946
persons. Compared to November 2004, total foreign
visitors were up by 26.8 percent.

Foreign Visitor Arrivalsin Cambodia
(thousand persons)
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Note: Latest data available are for November 2005.
Source: Ministry of Tourism
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Construction project approvals in November 2005 were
valued at $36.0 million, up from $14.8 million in
October. After declining in October, the value of flat
construction approvals rose to $26.6 million, up from
$4.2 million. Villa and house construction aso increased,
to $2.4 million from $0.5 million, while other
construction activity fell from $10.1 million to $7.0
million. Compared to November 2004, the total value of
construction project approvals dlightly more than
doubled.

Value of Construction Project Approvals
in Phnom Penh (US$ million)
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Note: Latest data available are for November 2005.
Source: Department of Cadastre and Geography, Phnom Penh
municipality

Cambodia Development Resource Institute — Page 1



Cambodia Economic Flash Report — February 2006

HENMNRE [O ISERey
Price and Interest Rate Developments
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Price of Gasoline and Diesal Oil in Phnom Penh

(Riels per litre)
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The average market prices of gasoline and diesel in| | l_/\
Phnom Penh from six companies continued to drop. In
January, gasoline was 3,697.6 riels/litre, 0.4 percent | 2] S
lower than in the preceding month. Diesel declined by 0.7 | 1500 Diesd ail (rielslitre)
percent to 2,860.5 rielglitre. However, both gasoline and | = = = Gasoline rielslitre)
diesel prices appeared to rise during a few days at the end
of the month. %00
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Sources: CDRI and National Institute of Statistics
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The consumer price index in Phnom Penh continued | 116 34— ,
downward in December, falling by 0.24 percent in| 114 /
December, after a0.1 percent decrease in November. The | 1124 ot
two major price indices, food and transportation and 1(1)3' R T
communication, declined by 0.47 percent and by 0.54 106:
percent, respectively. Overal consumer prices in| 100} — i —_—
December were up 6.6 percent from the same month last I3 I 8888888 8B L LY
year. 5385883853288 ¢:%&
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Note: Latest data available are for December 2005.
Source: Nationa Institute of Statistics
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The CDRI survey on vulnerable workers in Phnom Penh
revealed that real daily earnings of three groups of
vulnerable workers—cyclo drivers, motorcycle taxi
drivers and unskilled construction workers—increased in
November 2005, compared to the same month of 2004.
Rea daily earning of cyclo drivers rose markedly, by
45.0 percent to about 8,230 riels. Motorcycle taxi drivers
real daily earnings rose 12.5 percent to 9,775 riels.
Similarly, unskilled construction workers earned 6,690
riels per day, up 12.6 percent or about 750 riels.

Real Daily Average Earnings of Vulnerable

Workersin Phnom Penh

(at November 2000 prices)
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Source: CDRI and National Bank of Cambodia
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Exchange Rate and M onetary Developments
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The average market exchange rate between the riel and | 41001 / '

the US dollar was around 4,100 rielg/dollar in January.
The riel appreciated about 0.9 percent from 4,138.4 | 40504
riels/dollar in the previous month, athough there were R e N
more new riels issued. Compared to January 2005, | 400
however, the riel has depreciated by 1.5 percent.
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Sources. National Bank of Cambodia and CDRI
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In January, the riel continued to appreciate against the )4 ~[ 980

Vietnamese dong, trading at 25.6 riels per 100 dong, an | *°1 = T s | 960

appreciation of 1.2 percent from 25.9 riels in the “ 7 '

preceding month. However, the riel depreciated against | 2°? ¢ 910

the baht in January, after gaining in December. The riel — Vietnamese dong (Ieft scale)
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Source: CDRI
igligigm jiwingighfis 9.6% B €.omm.Emaanssi Liquidity O(meﬁggng System

imwnsswesisiieys 1 piisssinnAhBwinunewiAg | 600
IR B,99% S/ GAG.danssani T m.acH. smsansiii

5,000 A
ftfsiipranm 178 0.8% 86 © bmm.GmIansiiu /

- s s s 4,000 +
Imiuifisisnmiswss ©.g% 80 oo, MMt 1

3.000 /

After decreasing in the preceding month, the money

supply expanded by 1.4 percent to 5,033.5 billion rielsin O Riels outside banks
November. Of this, foreign currency deposits rose by | %% B Ridls in bank deposits
about 2.1 percent to $874.8 million, or 3,647.9 billion [ Foreign currency deposits

riels. Riels circulating outside banks rose to 1,233.8 | 1.0001
billion, a 0.9 percent increase, whilerielsin bank deposits

declined by 2.5 percent to 151.8 hillion. 0+ ——
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Note: Latest data available are for November 2005.
Source: National Bank of Cambodia
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Exports of major agricultural products (rubber, fish and 501 o5
rice) declined in November, compared to the same month 0 ot N e O R L
of 2004. Rubber exports were down by 4.7 percent to 888888888188
T . 2 22 S
$4.1 million, fish exports declined by 7.1 percent to $2.6 5822335335883
million, and rice exports fell to nil from $0.2 million. o — i E
However, exports of garments rose by 14.8 percent to Fish (ight scale)  ————————— Rice right scale
about $173.0 million during this period, while total O Camenis (eitscalg)
exports increased by 18.3 percent to $189.0 million. Note: Latest data available are for November 2005.

Source: Customs and Excise Department
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Cement imports amounted to 13.8 hillion riels in
November, an increase of 30.2 percent from the
preceding month and 22.1 percent from the same month | 10
of 2004. In contrast, steel imports declined to 5 billion
riels, down by 18 percent from October and 40.5 percent 3
from the November 2004. Likewise, imports of cigarettes
were 25.4 hillion riels, 33.3 percent less than in October | Note: Latest data available are for November 2005.

(Excluding public sector imports.)
and 28.5 percent less than the same month of 2004. Source: Customs and Excise Depértment
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Imports of diesel oil and gasoline amounted to 37.2 204

billion riels and 10.8 billion riels respectively in

November. Compared to the preceding month, diesel | 151

imports rose sharply, by 87.4 percent, while gasoline| 101

imports dropped by 40 percent. Compared to November | | | ‘ ‘

2004, diesel imports were down by 0.4 percent, while

gasoline imports jumped by 21.7 percent. 0 3333888382388 88888
§838582832833388:

Note: Latest data available are for November 2005.
(Excluding public sector imports.)
Source: Customs and Excise Department
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Kompong Chhnang province received 2.59 billion riels
from the commune/sangkat fund in 2005, 14.6 percent
more than in 2004. Funds for development activities were
dlightly below 1.81 hillion riels, and for administration
were 0.78 hillion riels. The province has eight districts
(69 communes). Ro Lea Peear district (13 communes)
received nearly 051 billion riels, Baribour (11
communes) 0.37 hillon riels, Kompong Tralach (10
communes) 0.42 billion riels, Samaki Meanchey (nine
communes) 0.35 hillion riels, Kompong Leaeng (nine
communes) 0.30 billion riels, Tuek Phos (eight
communes) 0.30 billion riels, Chol Kiri (five communes)
0.18 hillion riels, and Kompong Chhnang (four
communes) 0.16 hillion riels.

2005 Commune/Sangkat Fund Allocation to
Kompong Chhnang Province

Administration
30%

Development
70%

Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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Pursat province, which is close to Kompong Chhnang
province, obtained slightly more than 2.02 hillion riels
from the commune/sangkat fund in 2005, an increase of
about 14.0 percent from 2004. A total of 1.38 billion riels

was for development and the remaining 0.64 billion riels
for administration.

2005 Commune/Sangkat Fund Allocation to
Pursat Province
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Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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Commune/sangkat funds allocated to Kratie province in
2005 rose by 15.0 percent to 1.69 billion riels.
Development amounted to 1.20 billion riels and
administration to 0.49 billion riels.

2005 Commune/Sangkat Fund Allocation to
Kratie Province
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Source: Seila Task Force (January 2005), Annual Work Plan and
Budget 2005
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National Budget Operations
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In October, current budget operations recorded a surplus
of around 59.5 billion riels, 19.0 percent higher than in
the preceding month. Both revenue and expenditure
declined, but the decrease of revenue was slower than that
of expenditure. This surplus was three times higher than
in October 2004.

Current Budget Operations
(billion riels)
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Source: Ministry of Economy and Finance
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Current budget revenue in October declined by 254
percent to 173.5 hillion riels compared to September. This
reflected a decline in revenue from domestic tax by 14
percent to 40.4 hillion riels and non-tax sources by 63.3
percent to 32.8 billion riels. There was, however, an
increase of 4.4 percent to 100.3 hillion riels in revenue
from import and export taxes. The decrease in domestic tax
was mainly due to a drop in profit tax and domestic VAT.
Likewise, revenue from non-tax sources declined because
of a decrease in revenue from forest exploitation, tourism,
civil aviation and visafees. However, total current revenue
was up by 37.2 percent from October 2004.

Current Budget Revenue

(billion riels)
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Note: Provisional for 2004 and Jan.—Oct. 2005.
Source: Ministry of Economy and Finance
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Current budget expenditure also declined, by 37.5 percent
to about 114.0 billion riels, from September to October.
The five main items of current budget expenditure all
declined during this period. Expenditure on defence and
security dropped by 21.7 percent, on economic
administration by 24.3 percent, on socia administration
by 40.8 percent, on general administration by 49.8
percent and on other by 56.5 percent. Compared to
October 2004, total current spending was up by about 7
percent.

Current Budget Expenditure

(billion riels)
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Note: Provisional for 2004 and Jan.—Oct. 2005.
Source: Ministry of Economy and Finance
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Economic Activity of Selected Economic Partners of Cambodia
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In November, US and Eurozone goods exports increased,
while goods exports from Japan decreased. US exports
rose by 3 percent from the previous month, from $75.2
billion to $77.36 billion. The increase was mostly
accounted for by increases in capital goods, consumer
goods and industrial supplies and materials. Eurozone
goods exports rose by 1 percent from the previous month,
from $126.76 hillionl to $127.88 hillion. Japan’s goods
exports in November declined to $50.69 billion, down
from $52.16 hillion in October.

Goods Exports by the US, Eurozone and Japan

(USS$ billion)

140
120,»—0——0\,/0—0—\//\.—--
100

80 .
60
40-W
20 ——US —¢—Eurozone ——Japan
‘sz e 8L BB B LB L LS
t 8588228332838 ¢8

Sources: BEA, Eurostat and OECD
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Goods exports from South Korea increased in November,
while goods exports from Taiwan decreased. South
Korea's exports of goods rose by 2 percent from the
previous month to $25.89 hillion. Except for crude
materials and manufacturing goods, all categories of
exports grew from the previous month. Taiwan’s exports
in November registered a 4 percent decrease from the
previous month to $17.17 billion. Agricultural products,
heavy and non-heavy industrial products declined, while
processed agricultural products increased compared to the
previous month.

Goods Exports by South Korea and Taiwan

(US$ hillion)
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Sources: National statistics departments of respective countries
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In November 2005, Malaysia recorded a trade surplus of
$2.29 hillion, compared to $2.77 hillion in October. Total
exports in November declined by 21 percent to $10.32
billion, while total imports decreased by 20 percent to
$9.16 hillion. Exports of electrical and electronic products,
chemicals and chemical products, crude petroleum, palm
ail, optical and scientific equipment, machinery, appliances
and parts and metal manufactures declined.

Malaysia’s External Trade

(US$ billion)
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Source: National Statistics Department of Malaysia

1. Export figures in previous issues were quoted from different sources and found greater differences.
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The Japanese overdll rate of inflation fell by 0.8 percent
in the year to November. However, core inflation which
is used as a primary measure of price trends, edged up
a an annua rate of 0.1 percent, spurring expectations
that the Bank of Japan may soon abandon its ultra-loose
monetary policy. During the same period, consumer
inflation eased to 3.5 percent in the US and edged down
to 2.4 percent in the EU.

Inflation in the US, Europe and Japan
(percentage change of prices over previous year)
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Note: The latest data available are for November 2005.
Sources. IMF and the Economist (7—13 January 2006)

1glieigm iggRmimaisivmng s o.0% 1 I5§8M
DR meHpnHissrEigislieiym swhiisy ithw

aimaiend fMidsiggummithgughsgs

b

R BRI

o

usiigiejenyshy 1 nufspnouEitn sigmmEsn
1D[maiiRS 9.m% isids Gigswns b.Go% tgiftieni
Hong Kong year-on-year prices increased by 1.7
percent in November. The smaller year-on-year
increase in the composite CPI in November than in
October was mainly attributable to moderated
increases in prices of some basic foodstuffs and
jewellery as well as the charges for package tours.
During the same period, consumer inflation edged up
to 1.3 percent in China but decelerated to 2.4 percent
in South Korea.

Inflation in China, Hong Kong and South Korea
(percentage change of prices over previous year)
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Note: The latest data available are for November 2005.
Sources. IMF and the Economist (7—13 January 2006)
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The Singapore's consumer price index rose by 1.0
percent in November 2005 compared to the same
month a year earlier. According to the Department of
Statistics of Singapore, this largely reflected more
costly food, clothing and footwear, education and
stationery, housing, health care and recreation. At the
same time, the annual rate of consumer inflation was
3.5 percent in Maaysiaand 5.9 percent in Thailand.

Inflation Ratein Selected ASEAN Countries
(percentage change of prices over previous year)
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D a

igfieunn ganiusugssigen S Twigduoithw oganius

L]

=y ~

UIMs0.0mi] Tusige.deinjusiisys 1 yPuigin oanius

1 L]

UINg 9o.bitis 1jush ood.mitigisiisys 1 ganus
e iR MWWMSHMUINGS  #RsImnsifsd sl
Sunds umimEndisiel us messiguhigii 4

In January, the US dollar continued to lose ground
against most major currencies. It traded at €0.83, a 1.8
percent depreciation from the previous month. The dollar
bought ¥115.2, down from ¥118.37 a month earlier. The
dollar dropped after there were signals that inflation was
rising in Europe and Japan and following a sharp decline
in US stocks.

Euro and Japanese Yen against US Dollar
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The South Korean won appreciated sharply against the
US dollar in January, trading at 988.33 compared to
1021.98 a month earlier. The won was strengthened by
robust exports and the expectation that the US Federal
Reserve would soon end its rate hike policy, which would
make the US currency less attractive. During the same
period, the Hong Kong dollar was flat against its US
counterpart, trading at HK$ 7.75 per US dollar.

South Korean Won and Hong Kong Dollar
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In January, the Singapore dollar advanced against the
greenback, to 1.635 from 1.673 in December. Meanwhile,
the Thai baht traded at 39.78 baht/USD, a 3 percent
appreciation from amonth earlier. The depreciation of the
US dollar against Asian currencies has led a number of
central banks in the region to step into the market to
smooth volatile trading and slow the dollar’ sfall.
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In December, world rice prices remained steady due to
market slowdowns near the end-of-year holidays. The
international prices index (IPO) was constant at 116.4
points. Rice prices in the US held steady at $303 per ton.
In Thailand, prices also kept steady in arestrained market
with few new buyers. Thai 100 percent B was at $284 per
ton, up from $282 in November.

International PricesIndex and Export Rice Prices
($/ton FOB)
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The price of soybeans declined dlightly in January, while
the price of maize remained steady. Soybeans sold at
$233.33 per ton, down from $239.47 per ton in
December—a 2.5 percent decrease, but a 6 percent
increase over January 2005. The price of maize was
steady at $102.71 per ton in January. In December, pam
oil sold at $429 per ton, down from $444 in November.

International Prices of Soybean, Maize and
Palm Oil ($/ton FOB)
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In January, the prices of crude oil and gasoline increased.
The OPEC countries spot price of crude oil was $57.80
per barrel, a 10 percent increase from the previous month.
Regular gasoline in the US Gulf Coast in January rose by
10 percent from the previous month, selling at 45.29
cents per litre against 41.28 cents in December.

Prices of Crude Oil and Gasoline
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Cambodia starts building largest cement factory:
Cambodia's Kampot Cement factory, the largest
cement producer in the country, started construction
with Prime Minister Hun Sen presiding over the
ground-breaking ceremony in Banteay Meas district,
Kampot province, about 143 km southwest of Phnom
Penh. High standard cement production will begin
when the factory construction is finished by the end of
next year. Its annual production capacity is estimated
at 900,000 tons of cement to serve domestic demand
and lower dependence on imports. A $300 million
joint venture between Thailand's Siam Cement and
the local company Khaou Chully MKK Co., the
factory will employ up to 400 workers. The country
spent around $105 million to import cement in 2004
and $140 million in 2005. By 2008, locally produced
cement will be sold in the market instead of imported
cement. (Cited from Xinhua 26/1/2006)

Cambodia Economic Forum launched to help
country’'s economy: The Cambodia Economic Forum
was launched on Tuesday to analyse the strengths,
weaknesses, opportunities and threats (SWOT) facing
the economy and society. A SWOT anaysis
concludes that Cambodia’ s greatest opportunity is the
revenue that will be generated by the exploitation of
the country’s offshore oil and natural gas deposits.
The potential for misuse of this revenue stream is
Cambodia's greatest threat. Strong national identity,
macro-economic stability and globalising neighbours
are cited as the strengths of the country. The study
also put forward some weaknesses, such as still high
poverty levels, expensive energy, a high-cost,
uncompetitive economy and an expensive and
overstaffed state apparatus. (Cited from Xinhua
17/1/2006)

South Korea-Singapore FTA to take effect in
March: South Korea and Singapore agreed to begin
implementation of a bilateral free trade agreement
(FTA) on 2 March, according to the South Korean
Ministry of Foreign Affairs and Trade. The accord
callsfor South Koreato removetariffs on 91.6 percent
of its 10,315 trade items with Singapore within 10
years. In return, Singapore will scrap tariffs on all
trade items with South Korea once the deal becomes
effective. Moreover, Singapore agreed to grant
preferentia tariffs to products produced at Kaesong
Industrial  Complex in the Democratic Peopl€e’'s
Republic of Korea (DPRK) in the future. The South
Korea-Singapore FTA will help South Korean
companies to exploit the south-east Asian market and
enhance trade with Singapore. South Korea has signed
free trade deals with Chile, Singapore and the
European Free Trade Association, comprising Iceland,
Liechtenstein, Norway and Switzerland. (Cited from
Xinhua 31/1/2006)
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