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. PRESS STATEMENT: |
IMFE CONCLUDES MISSION TO CAMBODIA

- Phnom Penb, September 18, 2007

An IMF mission from Washington, D.C. visited Cambodia during Septamber 12-18, 2007
to hold discussions with scnior otficials of the Royal Government of Cambodia on recent
macreeconomic developments, fiscal and financial sector-policies, The mission alsoc met
representatives from the business community and devclopment partners.

Macroeconomic performance in 2007 remains very strong. Real GDP 15 expected to grow
by around 9% percent, underpinned by continued agriculture expansion and further rapid
crowth of tourism. finance and construction, Larment exports continue to grow robustly.
though the pace has moderated owing to increased regional competition and some
softening of demand in key export markets. These factors are likely {0 persist in 2008, but

-

Inflation has increased to 6% percent, mainly retlecting rising food prices m line with
regional trends. While such external factors have largely explained the rise in inflation to
date, the mission and the authoritics agreed that vigilance 1s needed in monitoring
underlying mflation pressures stemming from rapidly rising domestic demand.

Covernment revenue has increased strongly, reflecting rohust economic activity and
signiticant gaing in strengthening revenue administration. As a consequence, the tax
revenue-to-GDP ratio {s expecied to rise to around 9% percent in 2007, Expenditures have
been contained, particularly capital spending, and the overall government deficit is
projectec to fall to 1% percent of GIDP.

Looking forward, the mission welcomed the Government’s mtention Lo conlinue pursuing
prudent budgetary policy ncext year. It noted that with further administration efforts,
revenues would continue to unprove, making room for higher spending on necded
infrastructure and key areas for poverty reduction i line with the Natiznal Strategic
Development Plan (NSDP). Public tinancial management reforms are proceeding well,
and the mission welcomed onzoing efforts to amend the Law on Taxation to strengthen
netralewm sector taxation.

The banking sector continues to grow very rapidly, with the increase in deposits and loans
indicating growing confidence in Cambodia’s banking system. The authontics have heen
strengthening financial sector supervision, and agreed with the nussion that turther efforts

would erhance confidence, and is needed to safecuard the soundness ot the financial
SYSIEs.




