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Please scan to download

KEY INFORMATION ON

E-COMMERCE REGISTRATION
SECOND

Why E-commerce Registration? Which Individuals and Entities
Subject to E-commerce Registration?

y 4 i
@ a o i Natural Person @"

Legal Person (Companies)

L L)

Fairer A statistical base for Consumer-supplier conducting electronic businesses in Cambodia
competition government's supportive confidence and leveraging social networks or other electronic means for
and protective policies protection the supply/purchase of goods and services

What Penalties Incurred for
Unregistered E-commerce Businesses?

By virtue of Article 56 of the Law on Electronic Commerce

1¢t Offense:

- to cease business activities or
transactions, and

- to impose a monetary fine of
not exceeding 10 million riels

2" Offense:

- to impose an imprisonment from
1 year to 3 years, and

- to impose a fine from 2 million riels to 6 million riels

How Many Types of

E-commerce Registration?
Permit allowing
« electronic business

- A validity of 2 years
- Natural person and sole proprietorship

License allowing an operation
» of e-commerce service provision

- A validity of 3 years
- Local companies or branches
of foreign companies

What Businesses Exempted from | How Much Fee and Time Required?
E-commerce Registration Requirement? | -200,000 Riels for a permit granting to a natural person
By virtue of Article 5 of Sub-decree No. 134 ANK.BK dated 27 August 2020 : - 400,000 Riels for a permit granting to a sole proprietorship

and Article 4 of Prakas No. 290 PNCHBP.PRK dated 09 October 2020 - 1,000,000 Riels for a license granting to a legal person (company)
-NO FEE for a notification on e-commerce business under exemption

(2]
Within 3-5 days
for permit
and 5-7 days .
for license (v/-
Any advertisement of one’s own goods Any sale of goods or services of natural person / ’ R ’ | {:
and services, including advertisement or sole proprietorship who falls below Officials’ Revi Suffi "
on the sale of goods or services creating the small taxpayer regime (with annual Application orl]CAﬁ s"cg:iloer‘:v Corr:c;cl;%'::tuﬁgnts
no invitatign or proposa| to contract turnover of less than 250 million riels) Received pp Within 3-5 davs
B e [ p -ty Within 3-5 days
N S b ( \ odr pergn for permit
N il 2 and 5-7 days
N S UAS for Iicens)é and 5-7 days
v’ [t .
o-f=r-> for license
o- -
o 11 X
Any reservation of  Any sale of goods Any sale goods  any private tutoring Insufficient and
services without deposit or services or services as a family or any training Incorrect Documents
or payment by consumers that are business or on a on the state Within
or customers personal artwork seasonal basis religion 30 Working days

4

Where to Register Your E-Commerce Business? Within 3-5 days

All business activities shall undergo a taxpayer-regime
assessment by the General Department of Taxation.

(For more information, please refer to https://www.tax.gov.kh/en)

Rejected if insufficient O\ Within 5 days

or incorrect document gfficials’ Review  fOF Permit

or the applicants failing "5, Application and 10 days
to supply document for license

|
|
! for permit
| Applicants l&sing or ands 7 cays
PI t _ . . . C s f [.
e;jfvslcj;d ° Depért'ment of !3usmess Registration of MoC | Supplying More Document _ or license
relevant documents - Provincial/Municipal Departments of Commerce !
: - Website: https://ecommercelicensing.moc.gov.kh/ ;
P g:moc.g : Rejected s
| ufficient and
| Correct Documents
NOTE: |
|
I
I
|
I
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E-Commerce Tax Comes into Force from April
Source: Khmer Times

The Cambodian government started implementing the
collection of value-added tax (VAT) for e-commerce
transactions in Cambodia from the beginning of April
2022. The implementation is in response to the
revenue collection strategy 2019-2023. Cambodia
Digital Tech Association president Chhin Ken said,
“While the country’s economy is turning digital, | think
it is a good move for implementing the government’s
policy.” “The General Department of Taxation has been
preparing to develop the E-Filing tax system to make it
easier for taxpayers to implement transparency and
efficiency in accordance with tax laws and regulations
to collect tax revenue as planned by the law,” said Eng
Ratana, Director of Large Taxpayer Department. Click
here to read more

Pakistani Businessmen Asked to Tap Cambodian
Market

Source: Khmer Times

Pakistan’s Ambassador to Cambodia Zaheeruddin
Babar Thaheem has said that there are vast
opportunities of promoting trade with Cambodia and
the business community should intensify its efforts to
take advantage of the avenues, while the embassy
would extend all possible cooperation. Thaheem
informed the businessmen that Cambodia imported
most of its goods from abroad to meet its needs,
therefore, Pakistan could export many products to
Cambodia including textiles, garments,
pharmaceuticals and chemicals. Speaking on the
Islamabad Chamber of Commerce and Industry (ICCI)
occasion, ICCl President Muhammad Shakeel Munir
stressed that close cooperation between the
embassies and the private sector was important to
promote Pakistan’s exports. He pointed out that the
Cambodian market was untapped, so the embassy
should get information about the demand for Pakistani
products and share it with the chambers of commerce,
which would enable advantages for the business
community. Click here to read more

Preah Vihear Durians Make Sweet Historic China
Debut

Source: Phnom Penh Post

TKY Farm, a Monthong durian growing and exporting
company in Preah Vihear province, shipped over 120
tonnes of durian to the Chinese market via Thailand, in
a first for Cambodia. It was done through a local
partner who is in a partnership with a Chinese
company. There are plans to expand exports to 500
tonnes by 2023. TKY Farm CEO Yi Sinath said the
company has been growing durians for eight years,
with more than 16,000 trees planted on a 200ha plot.
About 4,000 durian trees were harvested this year,
with more expected next year. Going forward, Sinath
expressed hope to export directly to China instead of
going through a local company with partnerships with
China and neighbouring countries. Click here to read
more

Cambodia’s Rice Exports to China up over 17 Percent
in First Six Months of 2022

Source: Xinhua

Cambodia exported 168,280 tons of milled rice to
China in the first six months of 2022, up about 17.4
percent over the same period last year, China remained
the largest buyer of Cambodian rice during the
January-June period this year. According to the report,
Cambodia exported a total of 327,200 tons of milled
rice to 51 countries and regions around the world
during the first half of this year, up 16.6 percent year
on year. Of that, some 98,624 tons were shipped to the
European market, up 47 percent. Click here to read
more

iTrade Bulletin | 3



o A
CITIBIR ST

Hivawelug2a]s san:ajgimufAsigihithwant
IunAnIYiga

LUﬁm s CNN Business

{mﬁU%IZfﬁSﬁﬁfﬂ% Nord Stream I {§i0S
agdinfmugiaimmunigoc ieanth uo
ﬁﬁsﬁmnmﬁu&fpﬁumiw NU90ige  AWS
mnwRgafaIgiRd ajjmoShumiumivys
2ESHGIRUMSIMUGA thmihanGim:¢nNnYy
iBunmNEU msmnﬁniWZSu?mﬁJMijﬁiﬁJj
nnSMSHwiAs 4 Unh2afsis ARk 2a]s[uwIAN
¢t sispRy  ghywg  1eimSAUSHy
yean Go% Ismisiguaumeiniugians
fiafj sAmSAUSIS: 1 Migaigfaglugtisnnds
18: GinnuiRuRiuAnRmEnG:muniuAAEia]
yatnkiBudsmunsiysynd aannmaigh

sa) SR dmsAnisagimIhenuHA S
RgBm s as{athA 9 oo Gissillgimsuisy

WRAISUIIeN 620 nynngmineERERmMI
wro s smaigaghanianagmsiansuyfing

{UAA ¢ The Jakarta Post

20NN SMiisigohARARRAA
MUsUSU ShalgdSmigihig wihawuda
(01980 G20 SHSBatRSMI IR ypigmineEhsymi
mMNnHﬂnﬂtﬂﬂn (WTO) 1 AapN: Lﬁﬁﬁtﬁghng
wipsminimaigay misina Shaapunny
IUAGY (TIWG) MISETANAMNMT {AUSANYW
alapinsuiRaig g wwgMIco

{RU0W | 1U209

miEansa] Sanh:puwihe unugygisial
anGsSmANgAYHSIENE 1 1A thads e Tao
AN HASIWAR mmwﬁuﬁmimnﬁgﬁgﬁgm

iwgRghamibsSupaguanlufivgigah:
1 9vizhiye

LUﬁm 3 Straitstimes

UNRINWMIAA{ABUIS Nomura Holdings
iwgAghomiisShpaigigh TufingAggss
phiwinobizniye  saninmumsMilaUgy
IMUSIINQWIVHTNANY  ShmnAsigh g?s
miasisl R ddinasiugAghaniumnagma
IWMIAANSUNAS miAsigiasium
NIUHATAANIANG  ANRANSTURUIMIMA
vmisAInns  ynsSwn{uIsu NS

o

VA
moiuigriumigiiuigiiin ismisiomant
Al
18

G

9
i

o -«

stugAginie mstimpdhapainmima
gUURATES T 9 wIREISiA (pimsapait 8k
ms**uf‘@ﬁ'q wg%a&my igpinusnoifn ¢

pGhimuisgis: 1Els
ﬁgﬁqumumﬁﬁ msiagshy
RIS AM{RIFIAUSISSY 60

msmmsuhm
WwRsIiAmamo?

)

g
ANGa
§is:ifigimsuigy

iTrade Bulletin | 4



o A
CITBINBS TS

misAsigfiawtisimAganEnigia Anlul
AMNSANSMAARRNIBAM SRSt 19 Tans
BanisniEin 1S1AUSHA]

{UA0 ¢ Bloomberg

MIASIGIRRAWTADT  IS{MARANIHISTA
msSuAnhAnsdiniENinisdRpimans 1o
Aieaahausme Huminfis:Shommaing
RutingAgisiausis: Sinavammnideim
islendugis: 1 iIBwuanywissisiAusme
MSEAGRUGANGAUTED  pIWINUTRLE
yAIS: AMAMIERGRMIMATTS BunsénA
gsutinhginmywiamipga sfRpygima
i1 iRuwsy g"?symmwsmhts“lnusmm
Homagiamgm  Swimiiahs  moSimépul
MR IRMWANYNURTAN R STR
of  SUMIMAGUEADT MSShANNURRU:
mn'iﬁnhmcm'ﬁ ySuRgIMIuANY iU
LUtsfummﬁh‘t’g":ﬁﬁmmmmtum Agiwun
phgynmsinging 3
shLmﬁGmnmmanams ’wsmmsmm“’smu
[uUnUiRUEASIMA RUISYAN shmﬁi
Shikui:masdmiiimAmsings) wpva

NOARANIISTA 9 5o dis:iflgimsuigy

{RU0W | 1U209

nsmw[yaﬁnamﬁsgmq]msm:sm gny
ghifigsoimaln sdiemuntsimangay
MywiAd

LUﬁﬂ 3 Economic Times

-0

muhigéoo
RN (ISHSENE
RUMANGAYHST
BruiiAgigmamsia
WYY 2ShenNAYtIHs A{UisAInAINLG
wigiapinsmamciuigenagahins
URRNUAUIN T IANA BINS ANUAMIN [UMS
IEURIGISE MM MSSUNWS MIGHAMANE
AgHSIMAMMAIN  Sugarsibinm:{antwsims
LUnUg“IIMHtUUENﬂLUIGNSW& ‘t’ﬁmts‘ltmﬂmﬁg

2ARM TMIUERIS{UISH
IOMIAWUR  SUMIgHA
By SO
8

Al
igwiag  IBhnk

/AN o] )
3
v}

2 &
30

‘<

<D}
3
o3
g
N
3
§°
o3
&7
g
9

mLmngms.mu%wmn
ROM WA UISSRAM
ﬁ a

hAlyGeig 1 oogise

ifginsuigy

iTrade Bulletin | 5



D A D
QEmeasHS fuow [ 1u209
inmaiiuw sigismaig: ghmivmuminkigaditennuaag?
{UAf ¢ World Economic Forum

ingigl gﬁﬁ Mg M NoMm2aISythAnNSyia
MSPWERFAGAIUY 26]S SUHG unSyBIABAMS
ismioAnwIuhiE Shtﬁjﬁnmﬁﬁmnme”]iﬁﬁﬁmzsﬁ‘S:ﬁhgﬁhﬁﬁﬁﬁlﬁfﬂﬁ gl
nismishiomiwishivaiafo sigifusijo ghgﬁwom EAMANNRATSIESNMOHIT  G{AAN
wiige Sudii s vamisnmnmarivnsvhmatss ee Tansh] mpomIiguRenuIUaa]
muigyss snmniuasauisinmcaimifinaassgaumaigsinuiajunsmsiwipssa
15: 9 ﬁgmatmjh%uamuﬁj%s‘fﬁmmsmﬁ%ﬁmﬁimiqhgﬁlﬂo% N SUANUMAUSWMIVIN M 2AATSH:
ApAITRANMNEUAYEOMO  Shrulmamiuimmas§:AMAaRAUSHUANYUHFEEIL0E0 9
isligéun 28gs guovl wy§henuunmniivmsamgons ldjusjaioheny Shilbargami
OB A URIARIGIHIE t"LﬂLUEﬂST’WmﬁﬂﬂhmmUJﬁLUﬁn‘mHmUﬁtﬂ“thh?mLUmnﬂ GO% [AU@
Womo SUMAUSWMHHMANEAUMS E% iGaAEaINRgA 1 godissilgjmsuigs

iTrade Bulletin | 6



GLOBAL NEWS VOL 02 | ISSUE 01

Europe Braces for a Potential Gas Crisis as Historic
Heat Wave Boosts Demand

Source: CNN Business

On July 14, the Nord Stream 1 pipeline is due to reopen
after 10 days of routine maintenance work. But
concern is building that Russia will keep the taps turned
off in retaliation for sanctions the European Union has
imposed since Moscow's invasion of Ukraine. The
pipeline delivers 55 billion cubic meters of gas per year
to Europe, or about 40% of its total pipeline imports
from Russia. A gas crunch this week would also come
at the worst time while Europe is sweltering under
record heat. Soaring temperatures have pushed up
demand for electricity to power air conditioning units.
Click here to read more.

G20 Nations Demand WTO Reforms for Fairer Global
Trade

Source: The Jakarta Post

Amid ongoing disruptions to the global supply chain
and skyrocketing commodity prices, member states of
the Group of 20 approved plans by the current
presidency to reform the World Trade Organization.
Delegates in the Second Trade, Investment and
Industry Working Group (THWG) Meeting are in
consensus that a framework should be formulated to
address the current negotiation, monitoring, and
dispute resolution mechanism in the international
trade body. Trade Ministry’s international trade
cooperation director general Djatmiko Bris Witjaksono,
who also chairs the TIIWG, said these reforms would
create an equitable international trade system,
particularly for developing countries. Click here to read
more

Many Major Economies to Enter Recession in Next 12
Months: Nomura

Source: Straits Times

Many major economies will enter "multiple recessions"
over the next 12 months amid tightening government
policies and rising living costs, pushing the global
economy into a synchronized growth slowdown,
according to Nomura Holdings. "Increasing signs that
the world economy is entering a synchronized growth
slowdown, meaning countries can no longer rely on a

rebound in exports for growth, have also prompted us
to forecast multiple recessions," it wrote. In the US,
Nomura forecasts a shallow but long recession of five
quarters starting from the final quarter of this year. In
Europe, the slump could be much deeper if Russia
entirely cuts off gas to Europe, the economists said.
Click here to read more

Unstoppable Dollar Risks Worsening $71 Billion Asia
Stock Exodus

Source: Bloomberg

The dollar’s relentless rise is threatening to trigger
more outflows from Asia’s emerging-market shares,
spoiling hopes of the region making a comeback in the
second half. A gauge of Asian currencies has slumped
to its lowest in more than two years, an ominous sign
for equities given their strong relationship with moves
in foreign exchange. Asia’s tech-heavy markets like
South Korea and Taiwan look particularly vulnerable as
higher global bond yields and recessionary headwinds
are hurting valuations and the demand outlook. For
less export-reliant markets, weaker local currencies
worsen national balance sheets and company profit
margins, as both corporate and sovereign borrowers
suffer from higher repayments on dollar-denominated
debt. Click here to read more

RBI Allows Payments for Cross-Border Trade in Rupee,
Move to Benefit Trade with Russia

Source: Economic Times

The Reserve Bank of India (RBI) on 11 July allowed
invoicing and payments for international trade in
rupees, potentially facilitating greater bilateral
business with Russia that is facing a wide range of
Western sanctions and is virtually cut off from standard
cross-border payment platforms. "The international
trade settlement in rupees will provide a solution to
such transactions with countries like Russia that are out
of the SWIFT system," said Madan Sabnavis, chief
economist, Bank of Baroda. “This will promote trade,
especially imports, for India. The critical part will,
however, be the determination of the exchange rate
that will be decided by the market." “The RBI move
could help narrow the trade deficit as New Delhi can
now increase the share of Russian oil purchases at a
discounted price," said Anindya Banerjee, currency
analyst, Kotak Securities. Click here to read more
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What Progress Is the EU Making on Ending Its Reliance on Russian Energy?

Source: World Economic Forum

Russia has historically been the world’s leading exporter of natural gas and the second-largest oil supplier after Saudi
Arabia. It has also been the EU’s leading supplier of imported oil, gas and coal, accounting for two-fifths of gas supplies,
a quarter of crude oil deliveries and almost half of all shipments of solid fuel, such as coal. Around half of Russia’s
crude oil exports went to Europe in 2021, including to non-EU members the UK and Norway. EU countries paid €99
billion for Russian energy imports last year. The EU had already begun a shift away from fossil fuels before Russia’s
invasion of Ukraine. Its Green Deal, launched in 2019, aims to more than halve EU greenhouse gas emissions by 2030
and take Europe to net-zero by 2050. On 27 June, EU energy ministers backed laws to save energy and promote
renewables, with aims to derive 40% of renewables sources by 2030 and cut energy consumption by 9% against
expected levels. Click here to read more
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IS IT POSSIBLE FOR CAMBODIA TO AVOID STAGFLATION IN THE FACE OF GLOBAL FOOD INSECURITY?

Borapich SEREI*
Shandre Mugan THANGAVELU?

1. From Food Insecurity to Debt Crisis

Pandemic supply chain constraints and Ukraine-Russia conflict have hurt the global economy. Many developed
countries are experiencing unprecedented inflation and slowing growth. Due to sanctions, trade tensions, and bad
weather, food prices have reached record highs in which food insecurity may threaten global economic activity. It's a
problem for today and tomorrow, and governments around the world should discuss its political ramifications on food
prices and supply. Cambodia's government is subsidizing electricity prices, while other countries have raised prices
twice. 3 Also, Cambodia's GDP is falling due to rising fuel and fertilizer prices, rather than higher food prices. Wheat
and edible oil import prices are rising, but Cambodians have milled rice to withstand the food crisis. Rising fuel prices
have increased food exports' domestic and international shipping costs. Global crises will slow Cambodia's economic
growth, but poverty and food insecurity will worsen, especially in rural areas.*

Cambodia's Inflation Rate by Sector (Year on Year Change)

Miscellaneous Goods and Services

Restaurants

I

Education

Recreation and Culture |

Communicat“

i
Health _I
Furnishings and Household Maintenance =
Housing, Water, Electricity, Gas and other Fuels -_
Clothing and Footwear r
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Source: National Institute of Statistics

1 Under-Secretary of State, Ministry of Commerce

2 Advisor to the Ministry of Commerce, Professor at Sunway University.

3 Remarks and Advices from Samdech Akka Moha Sena Padei Techo HUN SEN, Prime Minister of the Kingdom of Cambodia to the ASEAN Para
Games Delegation on July 6, 2022

4 Diao, Xinshen; Dorosh, Paul A.; Ellis, Mia; Pauw, Karl; Thurlow, James; and Smart, Jenny. 2022. Cambodia: Impacts of the Ukraine and global
crises on poverty and food security. Global Crisis Country Brief 16. Washington, DC: International Food Policy Research Institute (IFPRI).
https://doi.org/10.2499/p15738coll2.135964
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The Ukraine-Russia conflict may increase the price of oil, gas, agricultural commodities, fertilizers, and other raw
materials, either directly or indirectly. Some inflationary pressures reflect the Ukraine-Russia conflict in Eastern
Europe, which has resulted in higher global energy prices. For example, the desire to export US natural gas to Europe
to replace some of Russia's inflows has tripled US natural gas prices in recent months, which is increasing domestic
price pressures due to limited US export capacity. A disruption on one side of the globe can affect prices on the other,
even if the markets are largely separate. In this globally integrated environment, the Ukraine war and other supply
chain disruptions, such as China's zero-COVID policy, will continue to have consequences and effects.

In addition to food insecurity, the rise or appreciation of the US dollar adds to the world's developing economies' debt
and interest rate burdens. The strengthening US dollar makes debt more expensive if most of it is in dollars, which
makes it more expensive for developing countries to service their debt. Strong US dollar and rising global interest rates
raise Cambodia's funding costs, slowing investment growth. Supply rising to meet demand rather than demand falling
to meet supply is crucial for economic recovery. The imbalance has increased inflationary pressures, and central banks
are tightening monetary policy by raising interest rates, tightening financial conditions. As a result, it will constrain
business activity in this high inflation environment, where consumers will be cautious with their purchases and
businesses will be cautious with their investments and hiring plans, causing a global slowdown and stagflation.

2. Stagflation Risks

Consumers spend less when wage growth is adjusted for inflation, the wage is declining compared to purchasing power
or cost of living. As a result, consumers are less able to spend, businesses are less able to invest and hire, and there is
a natural slowdown in economic activity. This results in slower productivity growth, and lower living standards which
is something that most governments and central banks around the world would prefer to avoid. They want to avoid
stagflation, which is economic stagnation with high price and wage inflation. The main concern for policymakers is to
ensure that inflation expectations are kept moderate to low and avoid a situation in which people expect inflation to
remain high which increasing stagflation risks.

Cambodia's Minimum Wage Changes (2019-2022)

196 8
194
194 7 7
192
6
190
188 5 "
o [q]
2 186 4 g
a
184 182 3
182
2
180
178 1
176 0
2019 2020 2021 2022
s Annual Minimum Wage &= Annual Minimum Wage Change

Source: Ministry of Labour and Vocational Training

Cambodia isn't at risk of stagflation like other countries. Understanding wage-price spirals as well as how to avoid
them is crucial. The Ministry of Economic and Finance and National Bank of Cambodia are working to monitor the
financial situation and make major interventions and policy decisions to avoid stagflation. The Ministry of Commerce
has outlined several strategies, including the Cambodia Trade Integration Strategy Phase Il (2019-2023), to ensure
Cambodia's long-term growth, competitiveness, diversified products and markets by supporting businesses, reforming
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laws, and opening markets. The Cambodia-China Free Trade Agreement (CCFTA) and RCEP went into effect on January
1, 2022. The Cambodia-Korea Free Trade Agreement (CKFTA) was signed into law in January 2022 and is expected to
be ratified by June 2022. According to an ERIA study, when the RCEP agreement is implemented, Cambodia's exports
will increase by 7.3%, investment by 23.4%, and GDP by 2%.’

3. Is the Fed's Increased Interest Rate Affecting Cambodia, a Dollarization Country?

Most central banks are concerned about exchange rates because monetary policy is implemented through financial
markets. Looser financial conditions accumulate financial vulnerabilities, threatening price stability over time.
Monetary policy is influenced by exchange rates and domestic financial conditions. If the currency falls in value, the
central bank may face rising inflation and a weak real economy. Currency appreciation lowers inflation while loosening
financial conditions, thereby increasing medium-term vulnerabilities. Longer-term price stability risks are implied by
financial stability risks, so central banks must balance short- and medium-term output and price stability.

The world's central banks are tightening monetary policy aggressively, especially as the Fed's foreign exchange
implications accelerate. If other central banks don't tighten monetary policy as quickly as the Fed, their currencies will
depreciate. A depreciating currency means more inflationary pass-through because import prices rise, which can
complicate small open economies like emerging markets. Global synchronized policy tightening will influence inflation
dynamics. In interest-rate sensitive sectors, demand growth has slowed which affects financial conditions. By
weakening demand, it will rebalance demand and supply, putting downward pressure on inflation and preventing
economies from moving from moderate inflation to high inflation, which requires more drastic actions to exit.

Cambodia's Exports (2019-2022, in Million USD)
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In Cambodia, the US dollar is used in almost all economic and financial transactions, particularly import-export
transactions, which associated with tighter credit condition for the country. Investors begin to seek dollar-
denominated investments that will yield higher returns than assets denominated in other currencies, but Cambodian
exports may fall if the US dollar strengthens. The Euro has fallen in value primarily due to growing concerns that the
19 countries that use the currency will enter a recession. This has an impact on Cambodia's trade balance, particularly
with the European Union, as a weaker Euro makes imports to Europe more expensive. The strength of dollars will

5 Eria.org. 2022. Regional Comprehensive Economic Partnership: Implications, Challenges and Future Growth of East Asia and ASEAN - Events :
ERIA. [online] Available at: <https://www.eria.org/events/regional-comprehensive-economic-partnership-implications-challenges-and-future-
growth-of-east-asia-and-asean/> [Accessed 20 July 2022].
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certainly do not favours for exporter into other trading partners and thus effect the global value chain, in which the
exporter relies heavily on dollar.

The Ministry of Economic and Finance (MEF) and the National Bank of Cambodia (NBC) collaborate to maintain price
stability. To maintain price stability, NBC would use its exchange rate policy and money supply tool. Similarly, the MEF
would intervene with subsidies, fiscal incentives, and better credit access to correct market failures that put pressure on
prices and affect citizens' living conditions. Due to high dollarization, the local currency has devalued and impossible to
become the lender of last resort. Cambodian banks with large amounts of USD loans and deposits on their balance sheets
are vulnerable to an increase in credit losses and pressure on their profitability and liquidity if the local currency falls
sharply. High dollarization causes financial instability because central banks lack foreign currency reserves to bail out
banks with dollar shortfalls. However, the NBC confirmed that foreign currency reserves are "high," which would support
the exchange rate policy.® When the exchange rate between the local currency and the US dollar remains stable, will
boosts purchasing power, reduces inflation, and maintains confidence in Cambodia's macroeconomic stability.

De-dollarization remains the Royal Government of Cambodia's (RGC) ultimate goal, and the MEF remains committed
to encouraging the use of KHR by managing public finances and fiscal policy. During the pandemic, RGC implemented
a wide range of intervention measures through cash transfer program in KHR to support people's lifelines. NBC has
begun implementing market-based policies to promote the use of riel in the economy. The development of Fintech
such as 'Fast Payment,' 'Retail Pay,' 'Bakong,' and other electronic payment system have made riel payments more
convenient and cost-effective. Additionally, the NBC uses Liquidity-Providing Collateralized Operation (LPCO), a
financial tool that provides loans in local currency to financial institutions. In the future, the use of KHR will continue
to be Cambodia's most important public finance currency.

4. Conclusion

Maintaining inflation is risky, but Cambodia has an opportunity to focus on the private sector. Stagflation makes
business difficult when wages and costs rise. Businesses can use the slowing economy and high unemployment to
evaluate their operations and become more competitive. Productivity-enhancing technology saves businesses time
and money. Private companies may invest in the future to increase productivity and prepare for economic, health, and
logistics disruptions. If the business environment shifts in this direction, we can avoid a recessionary environment and
a deep recession, which in return give a stronger economic outlook, higher productivity growth, higher living
standards, and higher long-term potential growth, all of which are important in terms of global economic activity.

Through financial channels, exchange rate fluctuations can have different short- and medium-term effects on inflation.
Exchange rate appreciation can be disinflationary in the short term, but may foster liquidity problems, raising the risk
of large capital outflows and exchange rate depreciation in the future, threatening medium-term price stability. To
address this challenge, the NBC must analyze their price stability regulations with sufficient flexibility and long
horizons, in addition to relying on a broad range of policy instruments. In this way, the long-term price stability risks
posed by exchange rate-driven financial imbalances could be factored into policy decisions, avoiding short-term policy
activism. Furthermore, the NBC must pay close attention to exchange rate volatility. Cambodian policymakers must
reduce macro-financial vulnerabilities, prepare for a shift in global financial conditions, and sustain economic recovery.

© All use subject to Trade Training and Research Institute (TTRI). The views expressed here are of the authors and do
not reflect that of the Ministry of Commerce and their affiliated organizations.

6 Kunmakara, M. and Kunmakara, M., 2022. Inflation to remain ‘manageable’: NBC. [online] Phnompenhpost.com. Available at:
<https://www.phnompenhpost.com/business/inflation-remain-manageable-nbc> [Accessed 20 July 2022].
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