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Overview

Ågrowth at 10% during 2000-08, -2.0% in 2009; and 
6.7% projected in 2010 led by exports. Main drivers of 
growth remains: agriculture, garment exports, and 
tourism, construction and banking. 

Åeconomic downside risks are: (i) narrow base and high 
concentration of garment exports to the US market; (ii) 
weak fiscal position and aid dependent; (iii) stress on 
banking sector; and (iv) continued uncertainty on global 
environment especially food prices.

Åjobs markets recovered especially in exports oriented 
industries (footwear and garments)

Åcountercyclical response has been broadly appropriate; 
recent fiscal adjustment appears on track, growing 
capital expenditures in recent years. 

Åmonetary policy tightened with new policy of tripling 
bank capital requirement became effective January 1, 
2011. Inflation and asset prices should be monitored 
closely. Dollarization remains high hampering effective 
monetary policy. 

Recovery firmed up. Risks have lowered but remain important in the 

banking and fiscal sector. Inflation is low but deserves monitoring. 

recent developments:

Åfiscal adjustments (unwinding 

fiscal stimulus)

Årebound in credit and trade

Åstable inflation 

watch list:

Åinflation (asset price; domestic 

inflation; external shocks, 

including oil prices; exchange 

rate)

Åfiscal developments
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1. global environment

ƶglobal economic recovery advances but remains uneven 

(IMF-WEO Update Jan. 2011). The update estimates a 

5% world output growth in 2010 (after contracting 0.6% in 

2009) owing to stronger-than expected consumption in 

the United States and Japan. Stimulus measures were 

partly responsible for the strengthened outturn and global 

financial conditions also broadly improved, amid lingering 

vulnerabilities.

ƶ2011 prospect good with estimated global activity 

expanding by 4.4% (of which 8.4% in developing Asia), 

reflecting  strong exports and private domestic demand 

(as well as a new fiscal package passed late 2010 in the 

US and a similar package passed in Japan)

IMF world economic growth projections

2009 2010 2011 2012

World Output -0.6 5.0 4.4 4.5
Advanced Economies -3.4 3.0 2.5 2.5

United States -2.6 2.8 3.0 2.7
Euro Area -4.1 1.8 1.5 1.7

Germany -4.7 3.6 2.2 2.0
France -2.5 1.6 1.6 1.8
Italy -5.0 1.0 1.0 1.3
Spain -3.7 -0.2 0.6 1.5

Japan -6.3 4.3 1.6 1.8
United Kingdom -4.9 1.7 2.0 2.3
Canada -2.5 2.9 2.3 2.7
Other Advanced Economies -1.2 5.6 3.8 3.7

Newly Industrialized Asian Economies -0.9 8.2 4.7 4.3
Emerging and Developing Economies 2.6 7.1 6.5 6.5

Source: IMF-WEO January 2011

Projections
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1. global environment, cont.

ƶaverage crude oil prices rose by 20% (y-o-y) 

to US$93/b in January 2011 (from US$77/b in 

January 2010) corresponding to increases of 

all other commodity prices as oil prices may 

have contributed to increase the costs of 

various types of foods.

ƶglobal food prices continue to rise, hitting a 

worrying level, with World Bankôs measured 

food price index witnessed a jump of 15% 

between October 2010 and January 2011 -

only 3% below its 2008 peak.

ƶthe last six months have seen sharp 

increases in the global prices of wheat, maize, 

sugar and edible oils, with a relatively smaller 

increase in rice prices. 

ƶthese food price rises would create macro 

vulnerabilities, particularly for countries with a 

high share of food imports and limited fiscal 

space, as well as increases in poverty 

(estimated rising extreme poverty by 44 

million people in low- and middle-income 

countries).

commodity prices (2000-05 = 100)

key global commodity prices
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2. GDP growth

ƶrecovery firmed up for 2010, led by exports, 

although growth remains below its historical 

average.

ƶkey drivers of 2010 macroeconomic indicators 

showed sign of recovery and a more rosy 

prospect for 2011.

ƶgrowth is estimated to reach 6.0% in 2010, 

triggered by exports, tourism, agriculture and 

banking and construction (both public and 

private). 

GDP growth (yoy %)
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3. garments

ƶgarment exports: 24% growth in 2010 (after 
a 19% decline in 2009). 60% of Cambodiaôs 
garment exports is shipped the US markets 
and the US markets expanded by 19% in 
2010 over that of 2009. The industry 
employs 5% of the employed population 
and it created 38,000 new jobs since 
December 2009 recovered most jobs lost 
during the 2009 economic downturn.

ƶsimilarly, footwear exports (represents1% 
of the employed population) picked up by 
57% in 2010 and mostly shipped to the EU 
markets (62% of total). Footwear industry 
created 18,000 new jobs since December 
2009.

ƶCambodia has 2.8% market share of US 
imports of garments (first 11-month of 
2010), slightly increased from 2.7% share 
over the same period of 2009.  

ƶupbeat export prospect is projected partly 
because of benefit of the relaxed rule of 
origin of the European Union on 
preferential tariffs for LDCs to the EU 
markets which became effective on 
January 1, 2011.

Garment imports in US market (3month, yoy growth %)

Garments exports (annual growth %)



8

3. tourism

ƶtourist arrivals show sign of solid recovery 

with an y-o-y increase of 16% in 2010 over 

that of 2009. A corresponding increase of 

tourism receipt of 14.4% to US$1.8 billion 

of over the same period.

ƶtourist arrivals by air, picked up by 17% in 

2010 after a decline of 10% during the 

2009 economic crisis.

ƶmicro evidence shows strong signs of 

recovery in low income workers mainly 

motor-taxi drivers and small traders (CDRI 

Nov. 2010 surveys).

ƶimprovement of the tourism industry is 

highly dependent on regional economies 

as 72% of Cambodiaôs tourist market come 

from the East Asia and Pacific. The 

European and American regions represent 

19% and 8% respectively. Other region 

accounted for about 1%.

Tourist arrivals (annual growth %)

Tourist arrivals by air (annual growth %)
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3. construction and real estate

Ƹ2005-08 construction boom led to overheating 

in late 2007/early 2008; partly fueled by a real 

estate bubble. Things started to turnaround 

after tumbling year in 2009.

ƶNew construction project approval rose by 10% 

in 2010 corresponding to a 5.5% increased of 

imports of construction materials. 

ƶbank lending to construction sector rose by 9% 

and to real estate sector expanded by 7% in the 

third quarter of 2010 compared to that of 2009. 

Further recovery is expected in 2011.

Recorded imports of consumer goods and construction 

materials \ (cum 3 month; million riels)

Growth of construction projects approved in Phnom Penh

Phnom Penh real estate prices (Bonna Realty Group)

Average land market prices (per Sq. meter)
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3. agriculture

ƶa 5.3% agricultural production growth 
recorded in 2010 (8 mill tons), contributing 
about 1.7 percentage point to GDP growth. 
The expansion is primarily led by paddy 
production. 

ƶCambodia initiated some diversification of 
its production and export base, with volume 
of milled rice exported almost tripling in 
2010, a positive reflection of the policy 
strategy on promotion of paddy rice 
production and export of milled rice, 
launched by government in August 2010.

ƶin February 2010, government and the 
World Bank launched a risk sharing facility 
scheme to help agribusinesses access to 
credit by guaranteeing 50% of the 
participating banks and MFIs lending to the 
sector. This would further promote the 
sector prospect in the coming years.

ƶwell distributed rainfall and with increasing 
investment in irrigation by the government 
brought about high rice yield in 2010. 

Ƹan associated downside risk is its 
dependency on weather conditions for 
agricultural productions.

Agriculture contributions to GDP, %)

Selected Agricultural Commodity Prices (at Intôl market)
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3. corporate sector

ƶsome 20 new garment factories opened in 2010 after 

41 garment factories closed down in 2009 due to the 

crisis. In the meantime 10 new footwear firms 

established in 2010 (increased  38% over 2009). But 

most laid-off workers recovered in 2010 translating 

that the smaller closed factories, replaced with bigger 

ones opened.

Ʒnew investment approvals in 2010 increased by very 

slightly (1% over 20009) with a better expectation for 

this year.

ƶbut monthly registration of new firms in 2010 

recorded solid recovery with 30% expansion over 

2009 corresponding an increase of bank credits to 

private sector by nearly 30%.

Credit to private sector (million riels)

Number of new firms registered at Ministry of Commerce 

(monthly registration)

Value of investment approvals (million USD)



12

4. employment and wages

ƶa large share of jobs lost in garment sector 
during 2009 crisis were regained in 2010 with 
current  total industryôs workers of 320, 000. 
US$328 million worth of garment worker wage 
bill paid in 2010 (rose by 13%) compared with 
US$290 paid in 2009 ïbut still below pre crisis 
level.

ƶgarment sector real wage rose by 15% in 2010, 

primarily resulted from the increase of industry 

minimum wage and lower inflation in 2010. The 

industry average nominal wage is US$91 per 

month in 2010.

ƶreal wage of garment workers actually hasnôt 

improved much relative to the last decade 

strong economic growth with per capita income 

expanded by 6.7% per annum. This translates a 

very uneven distributional impacts of the 

growth.

ƶjob markets are recovering despite it remains 

lower the pre-crisis level. Real daily income of 

vulnerable workers have also been improving, 

mainly unskilled workers, tricycle and motor-taxi 

drivers. Signaling prospect of poverty reduction 

gains (CDRI Nov. 2010 Survey)

Garments employment and wages

Real daily income of vulnerable workers (Nov 2000 riels)
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4. employment and wages, cont.

ƶIndochina Research conducted a job 

sentiment survey (the pulse of employees) 

in January 2011 of more than 30 types of 

positions in Cambodia, Laos and Vietnam 

revealed  that Cambodian employees are 

more likely to change their current 

employer compared to those in Laos and 

Vietnam. 

ƶSalary, as a job offering, is most important 

in Vietnam and Laos while promotion 

opportunities are important in Cambodia. 

However, levels of satisfaction with salary 

are much lower than stated importance 

and most satisfaction is generally with their 

work and current work environment. 

ƶHowever, the majority of the workforce in 

this region still stated that they intend to 

stay with their employers in 2011. This 

sentiment is highest in Vietnam where 

employment stability plays an important 

role. 

Source: Indochina Researchôs I-TRAKÊ, January 2011 

Importance vs. Satisfaction

(Survey of Indochina Research, January 2011)

Staff intention to stay with their current employers

(Survey of Indochina Research, January 2011)
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5. inflation

ƶDespite price hikes in other countries in the 

region, Cambodia y-o-y consumer price 

inflation dwindled to 3.1 percent in 2010 (from 

5.3 percent in 2009). Core inflation fell from 

4.5 percent to 1.0 percent over this period. 

The exchange rate remained relatively stable, 

appreciating about 3 percent against the US 

dollar, in the year ending 2010. 

ƶm-o-m inflation rate remains low with 

headline inflation fell to -0.2% in Dec. 2010 

while food and core inflation fell to -1.4% and 

0.2% respectively over the indicated period.

Ʒthis stability contrasts with the very numerous 

inflationary pressures (and limited policy 

instruments): (i) global price increases of food 

and oil; (ii) regional inflation; (iii) depreciation 

of the currency in real effective terms against 

other garment exporters (although some 

recent appreciation); and (iv) robust recovery 

with increasingly rapid credit growth. One 

offsetting factor is the good harvest leading to 

stable rice prices

Monthly consumer price index (yoy growth %)

Monthly consumer price index (mom growth %)
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5. monetary framework

ƶBank liquidity surged, as deposits ïincluding financed 

from remittances ïrose to a high of $4.3 billion by the 

year ending 2010.

ƶbroad money pick-up (20%) was driven by credit to 

private sector which expanded by 27% in 2010 with a 

slight increase of loan-deposit-ratio (74% in  2010 from 

73% in 2009). Reserves gained momentum but interest 

rates remain high, averaged 16% of all banks.

ƶthe tripling of bank capital requirements came effective 

in January 1, 2011 ïnumber of banks rose to 35 by the 

end of 2010 with total assets of US$6.4 billion and 8 

largest banks accounting for 75 percent these assets.

International reserves 

Monetary framework (yoy growth %)

Interest rates (%)
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5. exchange rate

ƶexchange rate appreciated 3% against the dollar 

trading at 4,053 riels (eop) per one USD.

ƶCambodiaós real effective exchange rate   

depreciated against a basket of other garment 

exporters for 14 straight months ending Dec 

2010

ƶstability maintained through sterilization by the 

National Bank of Cambodia (central bank): net 

purchase of foreign exchange in 2010 was 

US$75 million

Cambodia exchange rate and differential with 

12 garment exporters

Exchange rate (index 100 = 2000 ïincrease = appreciation)
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5. financial sector

ƶbanksô liquidity has improved quickly in recent 

months reaching 41% of GDP by the end of 

2010 and total deposits at commercial banks 

mounted , accounted for 37% of GDP in 2010 

(from 33% of GDP in 2009). Of the total 

deposits, 97% is in US Dollar currency 

reflecting a very high dollarized financial system

Ƹthe economy is effectively dollarized but limiting 

monetary policy options with the role of the 

local currency has decline with time, with riel-

denominated deposits accounting for only 

3 percent. The growth rate of foreign currency 

deposits in 2010 was doubled (24%) than that 

of growth of reserves (12%). 

Ƹhigh levels of collateral and conservative 

lending practiced in most banks. Credit to 

private in share of GDP remains low at 28%.

ƶreported NPLs ratio improved in 2010, down to 

around 2% from 4.8% in 2009.

Ƹwith quickly rising number of banks in a limited 

technical resource  environment of the NBC 

could constrain its oversight  supervision 

capacity of the financial system.

Loans and deposits

Liquidities and reserves
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6. fiscal developments

ƶappropriate countercyclical fiscal policy and 
sustainable debt

ƶfiscal deficit reduced to -5.7% of GDP in 2010 after 
-8.1% in 2009. Improvement resulted from 
unwinding expansionary policy especially in limiting 
unnecessary current spending and promotion. 

ƶadjustment in 2010 was on track, with increased 
revenues and lower domestic financing. Revenue 
prospect is anticipated to improve further for 2011.

ƸSignificant part of adjustment falling on capital 
expenditures. Priority sector funding also increased 
to about 3.4% of GDP in 2010 (recurrent spending 
only), compared to 3.2% in 2009 and 2.8% in 
2004-07, and are budgeted at 3.6% for 2011.

Fiscal framework (billion riels, annualized 3 months flows)

General Fiscal Operation 2005-2010Recorded trade flows (customs, annual, yoy growth)

2005 2006 2007 2008 2009 2010 pr.

Domestic Revenues 10.3 11.5 11.9 12.0 11.5 12.9

   Expenditures and net lending 12.8 14.2 14.7 14.8 19.6 18.6

Current expenditure 7.9 8.5 8.7 9.0 11.2 11.3

Wages 3.2 3.3 3.0 3.2 4.6 4.3

Nonwages 4.1 4.6 5.0 5.1 5.9 6.3

Provincial expenditures 0.5 0.6 0.6 0.8 0.7 0.7

Capital expenditure 4.9 5.8 6.1 5.8 8.4 7.3

Domestically-Financed 1.2 1.3 1.2 1.5 2.3 2.2

Externally-Financed 3.7 4.5 4.8 4.3 6.1 5.0

Overall balance (excl. grant) -2.5 -2.7 -2.9 -2.8 -8.1 -5.7

Overall balance (incl. grant) -0.4 -0.2 -0.7 0.3 -4.0 -3.1

Financing 0.4 0.2 0.7 -0.3 4.0 3.1

External 3.0 2.4 3.2 2.5 2.5 2.9

Domestic -2.4 -2.0 -2.2 -2.5 1.8 0.5

Debt Amortizations -0.1 -0.2 -0.3 -0.2 -0.3 -0.3

Sources: IMF, MEF-TOFE and Bank staff estimates

(In percent of GDP)
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7. balance of payments

Ƹthe widening of the current account deficit in 

2010 (-13.4 percent of GDP) resulted from a 

base effect, despite the rapid growth of exports. 

As export growth continues to firm up, the 

current account gap is projected to reduce to -

12.4 percent of GDP in 2011. 

ƶnet capital inflows increased in 2010 (after 

significant outflows witnessed in 2009), financing 

the external shortfall and resulting in a further 

increase in foreign exchange reserves. 

ƶNet capital inflow gained ground in 2010, 

estimated to be some US$300 million after a 

nearly US$700 million outflows in 2009.

ƶforeign exchange reserves continued to 

increase, to US$2.7 billion at the end of 2010, 

equivalent to approximately 4 months of imports. 

Reserves amounted to 56 percent relative to the 

stock of broad money and 74 percent relative to 

gross external debt. 

Quarterly current account US$)

Financing of current account deficit (% GDP)


