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RAM Ratings reaffirms Cambodia’s 4B, rating

RAM Ratings has reaffirmed Cambodia’s respective ¢Biqi/stable and
seaBB3(piy/Stable sovereign ratings on the global and ASEAN scales. The
reaffirmations of the ratings are based on strong capital inflows in the form
of FDI and multilateral and bilateral aid, as well as the country’s robust
economic performance. The latter is observed in Cambodia’s 7.0% economic
expansion in 2015 despite challenges in the agriculture sector. Growth is
expected to remain sturdy in 2016 and 2017, backed by strong exports and
increased government spending. These positives mitigate the susceptibility of
households to shocks, global uncertainties which may weigh on trade, and
brewing political instability.

Cambodia’s favorable growth (2000-2015 average: 7.8%) is driven primarily
by the thriving garment manufacturing industry and a burgeoning tourism
sector. The World Bank lifted Cambodia’s status from that of a low-income
nation to a lower-middle-income nation last year as the country clocked-in its
Gross National Income at US$1070.0, although barely surpassing the World
Bank’s threshold of between US$1,026 and US$4,035. That said, as the
economy progresses, the benefits accorded to Cambodia as a low-income
country will gradually taper. These include tariff-free exports to the EU under
the Generalised System of Preferences, substantial grants and aid as well as
multilateral and bilateral loans.

Elsewhere, the revenue mobilisation scheme (RMS), which targets a 0.5% of
GDP increase in revenue annually, has helped strengthen government
finances and contain the fiscal deficit. That said, RAM forecasts a wider fiscal
balance of -2.6% of GDP in 2016 (2015: -1.6% of GDP) on the back of rising
expenditure and as gains from the RMS will be realised at a slower pace.
Meanwhile, potential contingent liabilities stem from the banking sector in
view of weak regulations and rapid credit growth. The buildup of a bubble in
the real estate and micro-finance institution (MFI) sectors also draws concern
amid the fast-pace increase in loans growth, an oversupply in the property
market, and the interconnectedness between MFIs and the banking sector.
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The credit rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not
comment on the security’s market price or its suitability for a particular investor, nor does it involve any
audit by RAM Ratings. The credit rating also does not reflect the legality and enforceability of financial
obligations.

RAM Ratings receives compensation for its rating services, normally paid by the issuers of such securities
or the rated entity, and sometimes third parties participating in marketing the securities, insurers,
guarantors, other obligors, underwriters, etc. The receipt of this compensation has no influence on RAM
Ratings’ credit opinions or other analytical processes. In all instances, RAM Ratings is committed to
preserving the objectivity, integrity and independence of its ratings. Rating fees are communicated to
clients prior to the issuance of rating opinions. While RAM Ratings reserves the right to disseminate the
ratings, it receives no payment for doing so, except for subscriptions to its publications.

Similarly, the disclaimers above also apply to RAM Ratings’ credit-related analyses and commentaries,
where relevant.
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