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"It  shall be the responsibility of the Central Bank of the Philippines to  - 
adhinister the monetary, banking and credit system of the Republic. 

''It shall be the duty crf the Central Bank t o  use the powers granted t a  
it under this Act to achieve the following objectives: 

"a) Primarily to  maintain internal and external monetary stability in the 
Philippines, and to preserve the international value of the peso and convertibility 
of the peso into other freely convertible currencies; and 

"b) To foster monetary, credit and exchange conditions conducive tt, a 
balanced and sustainable growth of the economy." 

Section 2, Article 1. 
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x SOURCES AND SYMBOLS 

Sources Statistics are derived from government bureausand o£$ces, finan- 
cial institutions and private firms, through direct communication with rrhe 
entities concerned, from published statistical reports and bulletins and from the 
different departments of the Central Bank. 

Definitions The series are defined in general and specific terms in the 
"Notes on the Series Used" of the Statistical Bulletin, Volume 11, of the Annual 
Report. Changes made in each table are also explained briefly, including clarifi- 
cations on the elimination of certain footnotes under the old tables. 

' 

. Symbols. The following symbols are used to convey the information in 
each case. 

Symbd Information 

Data not available 
Data not applicable or appropriate 
Nil or zero + 
Data too small to  be expressed 
(Set up as a superior index) Preliminary 
(Set up as a superior index) Revised 
(Set up as a superior index) Estimate 
Not elsewhere classified 

Rounding of figures Any slight discrepancy that may be noticed between 
the sum of the constituent items and the total shown in some tables may be 
attributed to  the rounding of numbers. 







P -. OVERVIEW 3 

The pace of economic activity accelerated during the year in a climate of finan- 
cial stability and significantly improved industrial peace. The main impetus for 
growth came from domestic demand. Household spending rose steadily, encour- 
aged by relatively low inflation and interest rates as well as gains in employment 
and income. Government expenditures including those on rural-based projects 
under the Community Employment and Development Program (CEDP) and on 
salary hikes for government workers, contributed importantly to the increase in 
jobs and incomes, Moreover, real domestic investments showed a rebound from 
auccessive declines in prior years, as the business sector, especially industry, ' 

experienced strong profitability, helped by the stable financial environment and 
resurgence in consumer demand For 1987 as a whole, the country's GNP grew 
by 5.1 percent, a significant increase compared to the 1.5 percent expansion in 
1986 and the negative growth rates experienced in the two preceding years. This 
meant an increase in real per capita GNP of 2.6 percent in 1987, a turnaround 
from the real per capita declines in the previous five years. With the improved 
business climate, the unemployment rate dropped to 11.3 percent, from 11.8 
percent in 1986. Meanwhile, the inflation rate was kept under control, averaging 
3.8 percent in 1987, although there were indications that inflationary pressures 
were beginning to  revive toward the end of the year. 

In the external sector, despite a deterioration in the current account, the 
balance of payments yielded an overall surplus of $264 million. This owed 
mainly to the strong performance of the non-monetary capital account which, 
during the year, posted a large net inflow brought about by an expansion in 
direct foreign investments, higher utilization of the Trade Facility, significant 
availmenrs of short-rerm credits under  cumen en ti against Acceptance (DAs) and 
Open Account (QA) arrangements, and the restrucruring of the country's 
external liabilities. There was also a marked increase in exports, reflecting success 
in pushing garments, electronics, shrimps, lumber, coconut oil, furniture and 
fixtures, and miscellaneous manufactured articles in  the world market However, 
the merchandise trade gap widened as the surge in imports, principally of capital 
goods and raw materials, outpaced the increase in exports, At the same time, 
non.merchandise trade shifted to a deficit position due to  the contraction in ser- 
vice receipts and the expansion in service payments, mostly on account of 
interest. As a result of these developments, the country's net international 
reserves, computed as the difference between gross foreign assets of both the 
Central Bank and the commercial banking system, and their aggregate short- 
term foreign liabilities, improved by $264 million. The gross international 
reserves of the Central Bank, on the other hand, declined by 20.3 percent to 
$1,959 million at  end-December, equivalent to  about 2.3 months of imports of 
goods and services. The peso-dollar rate during the year remained in line with 
market conditions and reflected external competitiveness, depreciating slightly 
in real effective terms against the currencies of major trading partners and com- 
peting neighboring countries, 

An accommodative yet cautious monetary and credit policy was pursued 
during the year in line with the objective of sustaining growth without rekindling 
inflation. Bath base money and reserve money increased significantly from their 
end.1986 levels. The loan portfolio of commercial banks expanded by 10.8 per- 
cent, reversing the decline in the previous year, with the manufacturing, trade 
and agriculture sectors absorbing the bulk of outstanding credits. 
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Measures to  strengthen the financial system were also adopted not only t o  
facilitate the flow of credit to vital sectors of the economy but also to  increase 
the system's viability. During the year, the Central Bank pursued the reform of 
government banking institutions and the privatization of government-acquired 
banks. As of end-1987, agreements on the sale of one bank and 40 percent of 
the equity of another to  the private sector were finalized. On the other hand, the 
restructuring of the balance sheets of two major government banks was comple- 
ted with the transfer of non-performing assets t o  the Asset Privatization Trust 
(APT) and of identified liabilities to  the National Government By end-Decem- 
ber 1987, the two banks' share in the total resources of the banking system was 
reduced to  15 percent, from 4 0  percent in 1985. The Central Bank, furthermore, 
launched in April 1987 a rural bank rehabilitation program to  help strengthen 
the rural banking system so that it could resume its role in servicing the banking 
requirements of the rural sector. As of end-1987, some 483 rural banks applied 
for assistance under the program of which 78 applications were approved for 
rehabilitation, 5 were not eligible and the rest were undergoing thorough and 
detailed evaluation. 

The cash operations of the National Government in 1987 featured a 
sizable contraction in the size of the budgetary deficit from P31.2 billion in 
1986 to  P19.6 billion in 1987, or by 37 percent. The deficit also fell below the 
program level by P5.9 billion or by 2 3 percent. The deficit1GNP ratio thus d r o p  
ped to 2.8 percent, from the 5.1 percent ratio in 1986. Total revenues exceeded 
the previous year's collection by P23.8 billion or  30 percent and surpassed the 
program target by P19 billion. Contributing to the expansion in revenues were 
higher income and production levels, increased personal consumption expendi- 
tures, and the withdrawal of tax exemption privileges of government and private 
entities under Executive Order No. 93. On the other hand, government expendi- 
tures rose by 11 percent from the 1986 level but fell below the program level, due 
primarily to underspending on capital outlays and maintenance and operating 
expenses as a result of the delayed implementation of the Comprehensive Agra- 
rian Reform Program (CARP) and some operational difficulties connected with 
the new disbursement scheme. The budgetary deficit was basically non-inflation- 
ary, being financed largely from domestic sources, particularly from the sale of 
Treasury bills to the non-bank public. 

In the d ternal  sector, authorities continued t o  pursue market-oriented 
policies established in earlier years with a view to improving efficiency and pro- 
ductivity and enhancing the country's international competitiveness. The ex- 
change rate policy was fully flexible with the peso/US dollar rate remaining in 
line with market conditions. The implementation of the Import Liberalization 
Program proceeded as scheduled. During the year, the Central Bank lifted con- 
trols on 171 commodities, comprising mostly raw materials and intermediate 
and capital goods. Liberalization of the remaining 129 items will be effected by 
end-April 1988. 

External debt management continued to support efforts to  restore the via- 
bility of the country's external payments position and creditworthiness. A new 
debt accord on the country's foreign debt was reached with the 12-Bank Advi- 
sory Committee in March 1987 and signed by commercial bank creditors on 
December 21, 1987. The terms of this new rescheduling agreement embodied 
the most advantageous concessions obtainable by the country at  that time. The 
country was able to  "fold jn" the first restructuring under a new agreement 
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which provided for longer maturities (that is, 17 years with a grace period of 
7-1/2 years), lower spreads (7/8 percent over LIBOR), and a retroactivity 
feature exclusively granted to the Philippines. The lower spreads would enable 
the country to  save $931 million in foreign exchange outflow for the next 17 
years. Moreover, the implementation of the debt-to-equity conversion program 
not only eased the debt burden but also was able t o  channel some of the count- 
ry's external debt into preferred long-term equity investments such as in export- 
oriented activities, agricultural production, privatization transactions involving 
government assets, and new equity for banking institutions. 



6 MAIN DEVELOPMENTS 

IM"I'RNATIONAL The country's overall balance of payments in 1987 recorded a surplus of $264 
SECTOR million (inclusive of rescheduling) due mainly t o  the improvement in the non- 

monetary capital account even as the current account weakened. Compared to  
1986, the overall surplus was lower by $978 million as a result of the widening 
of the merchandise trade gap and the reversal from surplus to deficit of the servi- 
ces account. Furthermore, the recognition of revaluation losses in third currency- 
denominated assets and liabilities contributed to a lower overall surplus. In con- 
trast, short-term trade credits and direct foreign investments, together with gold 
monetization, showed substantially higher inflows. Without rescheduling, the 
balance of payments would have registered a deficit of $1,192 million. 

CURRENT ACCOUNT 

From a surplus of $996 million in 1986, the current account reversed to  a deficit 
of $539 million notwirhstanding the strong performance of exports which was 
offset by the conside* rise in imports, the contraction in service receipts and 
the expansion in service payments. 

Merchandise Trade 

Exports grew by 18.1 percent to  $5,720 million in 1987. Earnings from key pro- 
ducts such as garments, electronics, fish, lumber, coconut oil, furnitures and fix- 
tures, and miscellaneous manufactured articles rose significantly following a 
number of favorable developments in the international market (Table 2). These 
included the successful penetration of non-quota markets for garments, the turn- 
around in world demand for electronics, the recovery in construction activities 
abroad, increased demand for shrimps in the Japanese market and better prices 
for coconut products. On the domestic side, excess supply of locdly produced 
petroleum products resulted in higher exports of naphtha, while the continued 
implementation of a flexible exchange rate policy, introduction of export pro- 
motion measures, granting of financial assistance t o  exporters through the 
Export Credit Program for Small and Medium Industries, and streamlining of 
export procedures provided an environment conducive to export growth. In 
contrast, the uncertainty in the market arising from the failure of the Interna- 
tional Coffee Organization to restore quotas led to lower shipments of coffee 
while the low extraction of gold from domestically mined copper ore resulted in 
reduced exports of this precious metal. There was also a contraction in sugar 
exports owing to the drop in the sugar quota to the United States and the conti- 
nuing depressed conditions in the world market. Moreover, the production set- 
backs suffered by the Philippine Associated Smelting and Refinery (PASAR) led 1 

to a decline in copper metal exports. 
After five years of continuous-decline, imports soared by 33.6 percent to 

$6,737 million in 1987 as the pickup in domestic economic activity was trans- 
I 

lated into inventory build-ups and new capital investments (Table 3).,All major 
import categories exceeded their previous year's levels. Around 44.6 percent of 
the growth in imports was accounted for by raw materials and intermediate 
goods, particularly chemicals, iron amd steel, materials for the manufacture of 
electrical equipment and parts, and embroideries (a major input for the manu- 
facture of garments), which were among the commodities liberalized during the 
period. Mineral fuels and lubricants similarly advanced by 43.7 percent due to  





. . -  -i ? " 7 .  '" ":.'"' :*; . ' . . .. ~. 1: -.J,:.?'7., . , , .: , , . .?>.€+~& , *,%. -.-.- ..,, :. 
Commodity Group Volume Rkc Value Volume Rirv Vdue 

I. Traditional Expons 1.367 

fi-"nut Products 561 

'Pa 129 249 12 125 144 
_ ~conu t  Oil 1.031 370 381 1.249 267 333 
Desiccated Coconut 95 791 75 68 647 
Copra MedlCDke 743 98 73 822 91 

Sugar k Pmducrs 71 
Cenmfugal Refmcd 163 370 60 222 392 
Molasses 153 69-J 11 279 57 

Forcot ~roducts' 243 
Logs 0 0 0 297 91 
Lumber 645 239 IS4 495 210 104 
Plywood 241 282 68 239 234 
Veneer ShcetdCorestocks 64 230 15 50 180 
Othm 6 

Mineral Products !24 
Copper Concentrates 362 --- .09 360 250 
f old^ 2 12 91 395 354 140 
Chromium Ore 87 7 118 93 
Others 17 

Fruits & Vegetables 150 
Canned Pineapples 2 86 172 483 
Pineapple Juice 6 30 200 
Pineapple Concentntes 20 30 600 
Others 38 

Abaca Fibm 23 508 12 25 520 
Tobacco Unmanufactured 13 1,420 18 17 1,235 
Petroleum Pmducts 88 

11. Nou-Traditional Exports 4.197 

Non-Traditional Manufacmres 3.642 
Elec. & Elec. EqptlPanr & Tdcom 1,119 
Garments 1.078 
Textile YarnJFabrics 68 
Footwear 3 1 
Travel Goods & Handbags 16 
Wood Manufacmres 62 
Furnirure & Fixtures 130 

2"' 





10 MAIN DEVELOPYBNTS 

i n d  delivery of crude p e t m l m  and bunker fuel to operate oil-Fed power 
p h t s  as the prolonged drought & e d  the operation of hydro-elecmc p h a  
Tbis was compounded by the rise in m d e  oil prices by 15.3 percent to 516.99 

lp r r  bard as a d t  of OPEC's dfow to maintain higher energy prices. Mow 
over, capid goods rose by 40.0 percent foUowing the upsurge in upid i n ~ ~ t -  

. menta pdmlnrly in the ckctronica indusay. Lastly, in-d demand for dairy 
products and tobacco aiggercd the rise in consumer goods 

As a m l t ,  the merchandise rrade @p widened to $1.017 million from 
5202 million a year ago. 

Nomuadnndir  Trade 

I b e  non-merchandii &de account s h i  to a M i i t  of 576 mlllnn af@r . : 
posing a suiplus of 5757 minion in 1986. Receipts* by 7 . 8 p ~ a t  to #3,4&. 1y 
d i m  owing to  noable Bad& in mvel a n d l  fo+ governmen$ -di- .. I) - as drawdowns from the Economic Support Fund declined by @to $I* ' - T  
million from the 1986 l e d  Receipts from other servim w m  a h  hvWi, P& ' 

eddy fiom fm@t.and mncharidis i n s u n n ~  (as tbe use of domestic a@cn -J 
dedined). withdnwd of fozcign currency dep& in pwoh and f o b  : . , 

and fees. In contraat, pmod income advanced dong wi& the ~ N I C  'h$bc , ' 

number of deployed workm (up by 18.8 pereem-to 449,271). Intcrc+itii%jm . ~ 

alsoin-d, helpedbytherirein both commmidbaok-andimerrar~- - 
IItCk 

Invisible disbunnneng on the .other band smgcd by 17.8 pmrmt rn , _  

$3,573 million on account of incread paymenu for intmrt as a redt  d f h  ~ 

' 

rise in rhe level of foreign debt and i n m a r  nta, for frcigbt and md& '. . 
insunnce craring to higher impom, for tnvd due to the h u e  in the nmnb@ .. 

of outbound Pipino aden by 4.2 percent a, 849,494. aduding &rlilf- :, . 
bayam and for other services, particulPdy copyrights and patent royalties. 

Net inward tranrfcn advanced by 25.6 percent to 5554 million, as significantin- 
flows of grants and aids from the US government and voluntary relief agcneh 
and personal and institutional runittanm more than offst the drop in ir&ws 
under other bilateral agreements 

NON-MONETARY CAPITAL ACCOUNT 

In 1987, the aggregate net oon-monetary capital inflow in-d sbuply to 
5588 &ion, from 539 million a year ago, due to the strong performance of the 
sborrtem capital and direct foreign investment accounts Meanwbilc, the net 
inflow of medium- and long-term (MLT) capital fell by 70.3 pmcnt to $242 
millioa. as repayments accelerated by 26.9 percent to 52.195 million r n d g m ~  
avdments conuactcd by 4.2 percent to $2,437 million. MLT loan repayments 
rdlecred amortizations on multilateral debt as well as c o n d o r s  to equity of 
various debt papm under Ciculpr 1111. The drop in MLT loan availmenu, on - 
the other hmd, reflected the lower i d m  of pipeline loans (37.5 perant) and 
new money (26.6 percent). Pipeline loan avaihnents in 1987 fell to 5415 million, 
from 5664 million a year ago, as low elclcuus from all major c d t l r r  group8 / 
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12 MAIN DEVEUlPMENTS 1 
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1 4  MAW DEVELOPMENTS ' 1  

TEN P R I N ~ A L  IMPORTS 
1986-1987 

1. M i n d  Fuels, Lubricants & Related Mamiala d Tnnrport Eplipment 
2. M i n a y  Otha T h  Electric 7. Chemical Elements & Compound 
3. Materials .ad Aemaolia for rhe Mmufrenm o f  8. Caerlr md Caal Repamtioris 

Elcraooic Equipnent 9. Explork 81 M-ntous 
4 . B u c M n r b  Chanial Mami& & Roducts 
5. Elu. Machinery, App~nms & Applies 10. Mumfuture of  M d s  

1 







(i .c multilatsnl, bilateral and foreign co.mmereial banks) conreactcd. The d 
was traced mainly to the failure of some projest implmenring agencies to 
cmsr~c t ion  schedules which in turn was due to weak project manageme 
monitoring. In rhe casc of new money, the drop was traced to the s h q  
tion of new funding from conuncrcial bnnkswhich amounted to only $1 m 
compared to $525 million char ramc in lasf year. 71re bulk or $397 milli 
new money inflows were seeured from biiarcnl sources (especially Japan). 
$167 million e m  from multilatetal agencies such u the lBRD and the 
Mconwhlle, a total of $1,456 million in f o ~ i g n  loans were resehdulCd du 
rhc year, of which $857 million were owed tb foreign eommmial bnnks 
$599 million, ro rhe Paris Club. 

A large part of the improvement in non-monemy capiul flows was 
&rived from the short2cmr capital account, the b a l m  of whkh shifted m 
positive $52 millim fmm negative $814 million in 1986. Thiuosc  mainly from 
lower repayments of short-term loan% parrieularly under the Trade Facility, and 
higher av&menn of DlAr and OIAa. Transctions under the Tradc Facility 
resulted in a net utiliation of $390 million compared to a net repayment of 
$136 miltion iir, the previous year. Mcanwhile. net direct investment inflows 
SZOS maion, were highcr by 46.4 pereent than in 1986, following the risc 
f* d e b  wnvcrred inro equity LS123 million) and in new foreign inva 
menrs 1517 million). 

Wonetiution of gold reached $365 million eamgered to $279 mil 
y a r  Y gold price6 nnd volume purchsses by the C e n d  Bank went 
rnit~gwed the rewhation lors in rbir.4 currencpdenaminatcd assets and ILbilities 
of &c dutd  Bmk io tkz mount  Of 6150 million f o m p d  w $72 million in 

~L 

wmmana~~i .  atqavEs 

pn a g q s  bnsi rhc international ,-es of the Cmtnl Bank declined fmm , 

$2.459 rnillioq a; esd-1986 ~ . S J , ~ ~ i l l i o n  at e n d - k m b a  1987. or by 20.3 
percent 

1 The dmtnptod' y@ r&ecrc$ In chr q u k r l y  mwemmt of grm. reserver 
After gainii-g by S25 'miliicin OY 1 pmcmr ia rhe.firat qwrtcr, the Ccatnl h n k  ' 
Brow inrem%riend r e s e w  dzrlincdby. hZ4-Z d l i o n .  $247.7 million, and 
E153.1 milfiod at by $A pe?uem, i.@,5 pefwnr, a d  7.2 percent, mpectivdy, 
Buiing thy wgikding qyuDtq% 

The &lit impir~ye igc~t  of W'itiin~q 'kvel in die first grrarter stemmed 
&om the &pasirs .oF!Mn pmcdcds h thr jhsisa IMdopment Bank (ADB). 
tntcrn~rional hnk few bcconstnrcrkn a d  Dcvdoparenr (IRRD), and Oversas 
I<c~xnmomic Clrr%pbiticn iibnd.(OE~W by theT~e~suwof&cPhilippinnan~ount-,. 
ing m USSIC@ rntll'ioii, Rct p u r e k a  of fore& exrhPage by Central Bpnk of 
&25 million, and tho @P-~apan and Apex loan pmeeds of $8 million which .: 
@ere panly nf fq  by pt&ipd ilRd intemt payments of thcCenrral Bank ($286 
miltioa) an@nn;tCi@iira,ffak ttii. Tradc FilGUIty ($68 million). 

,, Rarrirn started $9 d c t i i i w  dy&g the 'last two months of the u c o  
g u m  chkfly *wingto in-d wi-ds Ypm t h e m e  Facility ~s weU 
spot e l &  06 forei&n exchange m the Natbnal Government for debt xwic 
These ourflows, however, were offmt by che hcclrpwdown in April and Juncof 

- 
<,, .-..,. , .. -- - , a ~.-.. , , . ~ .  



third and founh uanchcs of the IMPScandby Credit F ~ e i l i ' y , . p r o m Q ~ , & e  . 

Economic Supporr Fund, and inneased spot purehoses of fomiga ex* 6 
commercial b a n k  

in tern  payments on CB obligations, and loans and adv'mcss.m the public seaw ' 

for interest payments on rntructumd loans 
Despite substantial inflows d i g f r o m  plomdrof theOvecseos Economic 

Coopemtion Fund (OECF) 10th Commodity Loan, the ExiibankCo-fwcing - . 

on the Economic Recovcry Loan (ERL), rhe Economic Suppat Fund ( ~ ! 4 W ) . ~ b  
drawings from the IMF Standby Credit Facilii, gross interntianal && 
lined further during rhe fourth quarter to read 51,959 nnilion kt endyear W87 
because of iqnePsed net foreign exchange spot sales to  auchorizcdigcnt 
withdrawak from the Trade Facility' and principal and in tern  p a p M t s  of'thc. 
Central Bank. At this level reserves were equivalent to 2.3 months of hapss of 
goods and services 

difference between gross foreign assets of both rhe CB and the commcrcllbzqk- 
ing system and their qpcgare ahon-tcrm foreign liabilities, improved by '13.1 
percent or 5264.1 million, fmm -52,016.7 miKon at end-1986 to *1.752.6. 
million by the end of 1987. After the initial deterioratioa in tbr f i i  quarter,. 
the country's NIR continuously improved by 4.2 percent each in che second 
quarter and third quarters, and by 7.1 percent du&g the f&rth gu~rrer. Of the 
total improvcmcnt in thc eounay's NlK 71 pment was accounted for by the 
advance in CB's NIR md  29 percent ww due to the inncase in the NIR of can- 
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dropped to P2tL.80 h 
w m p d c  fylr h cbc propiou~ pear (Table 61. The. 
reto in the larfQurnonthsoftbryur&dhO 

=CI in the b a t i o a p 1  banFLpl mnkers 
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~ e w  T a i m  ddar by 29.9 -ti  the 
SOU&  man WOP, fat pXCm6; and the WO&W~ ~OIIPC, 1.7 wt 
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F11,.424. TLrir was n w e d  of tbo rinution &sinhi# ham 

' &ptc~~~bmr 1987 ,when rbe 





Table 6A. EXCHANGE RATES OF THE PESI 
End o f  Monrh. 19861987 
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Figure S k  BFFHGIlVE EXCHANGE RATES OF THR PESO 
1986-1987 (Monthly Averages) 

Pigurc 5. PBSO PER U.S DOLLAR 
1986-1987 (Monthly Avmgu) 
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As of Dates Indicated -.*. 

. .,. 
(In Million US Dollan . . . , . , . ,. .: .:.; 

. . :. . i 

*Rtneca adjuarmentr from rhc completed sudir of DAlOA m d i k  



26 MAIN DEVELOPMENTS 

DEBT-TOEQUITY CONVERSION PROGRAM 

The CrnmI Bank's debt-mcquity conversion p m p n  had brim in operation 
since Augua 1986. E~smtiPlly, the program sought to enhance C X m n J  debt 
management through the simultaneous reduction in the level of outstanding 
external debt and the srimulation of long-term equity investments in priority 
arcas of the economy. Unda the pmgrnm, applications for conversions to in- 
vcsfment of Philippine debt pqer purchased at a discount in the recondwy 
market abroad were submitted to the C m a l  Bank by potential mident aad 
non-resident invaron Successful appIicants were then able to repatriate the 
discounted no- and exchange than with the Central Bank for their full value 
in pesos to fund long-term investments in prescribed areas of economic .ctiviq 
in the country. 

In October 1987. major revisions to the p r o p ' s  implewnmtion w e  
approved through amendmenu to CB C i i  No. 1111. Banks and n o h p  
forming assm (NPAs) of the government were induded in the lirc of prrfemd 
area of invenments The revisions Iikosise provided for aptions to inrestom 
which would enable the country to recapture a portion of the d i i u a r s  d z e d  
while buying F'hilippine debt paper in the secondary market 

The Central Bank had received as of Decanba 31,1987 a r o d  of 319 
applications under the program valued at USS1,492.6 million (Table 8). Of this 
amount. 85.7 p-t representing 304 appliadons were deemed eligible for 
conversion mnsactions, involving debt rotfliag USS1.278.5 million broken 
down s~ followr: Central Bank debt, 68.2 p e n t ;  wmbiied public and private 
rector debt, 2.1 percent3 and otherunspecifled debt, 29.7 percent On tbcotha 
hand. 15 applications and pordons of 15 othm amounting to USS214.1 mitlien 
were denied for Mure to comply with the criteria established for qualiid con- 
versions under CB Circular No. 111 1. Approved applications during the yenr 
mulled USS421.0 million, representing 92.3 percent of toul approval# since 
the program scarred. Toul approvals as of December 31,1987 channded invest- 
ments amounting to USS431.5 million under Schedule 2, largely to export pm- 
duecrs (36.7 percent), bnks for privatimion (22.9 parent). and other co- 
cid banks (7.16 percent). Investments under Schedule 3 toulliag USS24.7 mil- 
lion were made mody in hotels (34.9 percent). 

From the atatt of the p m p m  to the end of 1987, dosed or consum& 
tnnsMions amounted to USS280.9 million rcprercndng 92 applications 
involved me prepayment in Philippine pesos of: Central Bpnk obligationr of 
USS260.9 milliin, private sector debt amounting to USS16.1 million, and odrer 
public sector debt paper amountbg to USS3.9 million. Furthennorr, the pro 
p a n  gcnerarcd P3.2 million in application fees for the Central &nk and P280.5 
million in conversion fees for the National Government. 



iTATUS REPORT: DEBT-T( 
~ .. .~ . . , ~ .  . ---. 

.. -.A-December 1987 
luc in Million US Dollars) 

. ~ 



MONEY. CREDIT AND MTBaBSF RATES 

Reserve money developmeno during the year rrfleetcd the l c c ~ m m ~  yet 
cautious moneary policy st.nac pusoed by the Monetary AutboritiO in JMCPiOB 
aith tbe obj& of sustained 4 output gmwch without retuelhg tunluck- 
flrrionary pressurea in the economy (Table 9X 

At the dose of the year, resenre money in-d by P6.9 b U m  ex 13.8 
percent from the end-1986 I d  whicb in- was due solely to tBe rise in cw 
rmcy b e  as m balances of deposit money banks with the Cmml Baak 
declined by W.3 billion. T%is waa indic& of the d y  high denmad for 
~ u m n e y  by the public due to the uncmtdntier brought &out by pare lad  
order pmbleu and the holding of national election. 

Dn- the first eight montbs of the yar, reserve money lev& were 
llcnaJly ar levdr lower than that of end-1986. During &is peh& farme 
monrg p o d  a cumulative decline of P4.2 billion to mch P45.9 b i l k  by 
end-&pst 1986. In October 1986, the policy of ph&q out CB open msrkt 
lnsa~mean to give way to ~uetioncd -usury bib waa pursued ihe p o w  
ulled for the deposit of the p-da of the auctioned isaorneawitb the Central 
BBak to minimize or offset the expansionary impact of the phoaeout of CB bilk 
Thus, fmm end-19% to August 1987, the in- in Narionrl Govanmeqc 
acporicwitbthcCmmlB;mk,togetherwitbthcad~dew~~panpao 
dcposita under the blocked account for rescheduled public mer obl@tbm 
helped keep -money lev& within tbe prognun I d  

la September 1987, h o w w ,  resave money me m P49.7 billion or by 
P3.9 blIUon h m  end-Aupe 1987 and furcber by P7.1 biUion duriog the next 
three moncbs to P56.9 billion by cn&1987. The incfinrr in - money 
during September 1987-Jkcrmber 1987 w u  due prinurlly m tbe drawdown of 
Pl4.8 billion by the National Covenuncat from i ts dcpasit klaacas wit& the 
Central Bank following the shortWs in arpccrcd net enad intlowa and the 
unprogamlaed net kndings to pvenunmt corpomcions l&e NatParl Govrnr 
mmt llso utilized its deposits with the Ccntrel Bank to redeem mam* T-Bills 
u T-bill auctions, particul.rty in Septaaber 1987 and Decnnbrr 1987. were 
cbanctclized by undersubscriptions and high bid nces due ro the prrisrPle. of 
ianca.4 prdcrcnce for foreign exchange owing pardy m qmuhion  pdesnce 
rhQ tbe August 28 coup attanpt and, p d y  m tbe lrad for d c i n g  bigbm 
impmpayments by Dcccmber 1987. To keep the - motley k d  dopsrso 
the Decanbm 1987 limk thcCmml Bu* undertook .erhre opea d o p e h -  
t i 0 ~  dl- h - ]RP f d k y .  



1.0 Clrrrsneg Isma! Nec of c.bb io lfersllry Vault 41,520 34,290 
2 a  Bmk Deposit Bat-&th theCenml B*nt lS,341 t5A93 

It Net Poteip Aswm - Menctny AurBorir*s (MA) -?9,7W -99,018 

lu. Net Raaostkpusca-MA 
of Wtdctlx 
1.0 N a  C&db ,fa ?he N a M  Gevamo~nt (M&) 

of &ti&: 
Nrtimnri Cmmmsa D q W t s  

z . o ' A d E a w J 8 , ~ ~ ~  ~ . ', 
o t W r  . ~ 

3.0 
4.0 
5.0 Bawmd Wer V i i W  . ' 



10 I 
J 
19% 

Dm& Liq~.Wly 

Prom P141.1 billion rrof end-Dccanbcr19136, domcrrkliquidity (M3)inarual 
by P18.8 billion or 13.3 percent to reach P159.9 bilhn atend-Dccdwc 1987. 
l l ~ m  followed the growth of P6.9 billion h rcscm money and the drc in the 
money multiplier (ie.. the ntio of domestic liquidity to tase money) from 
2.570 at end-1986 m 2.612 at end-1987. Despite the continned high danuad for 
cumncy during the year, the money multiplier increased due to the r e d u e  in 
bmkr'ucfc&rrrnwrfrom a p a L l m 1  ofP3.9billion inM.rehtoF0.3MUio11 
by the end of the yeu u banks cnrnded Dddiriod acdics to the private rator. 

Reviewed by component, the rise in domade Widity w u  pri116ipmIly 
accounted for by the subrtDnriol 22.8 paetnt crplndon h money a~pply 
(which aggregated P52.4 billion and comprised 328 p a c a t  of domcrdc liquid- 
iy u of cad-1987) which growth was higha than the 19.1 parcnt grow& regb 
mcd a yew ago. Cumncy-iusirculatio~~, as a componenr of money supply, rorc 
~ c a n t l y  by 21.0 percent and reached P35.5 billion at the md of the year. 
Except for the t h t  quartet of the y a r  when TIM demand for CMII seasonally 
dedincs after the hdidaya the public's cuaency hddinga rrmJDed high dimugh 
the rest of cLe yea. Tbir deed essentially the increased prcferarce for ersh 
bnLnea in view of the electoral cxercisca held during the year md che uecaepin- 
tics brwgbt about by nrain destabilizing  ma. The prefmnce for more 
liquid upns waa likcwk nunifeated in rhe in- in the volume of demand 
dcpolia, the othcr component of money supply. Demand deposits rose by 26.9 
paemt or twice itr growth in 1986 and amounted to P16.9 billion 



16.6 -t w h i i  ofkn the 0.4 pcr~ent &dine in time 

it+- dedined bg 18.0 paem from P4.9 billion u ofa&lWI&m PC0 binioZr 
of ead.1987 (Table 10). - 1 

me mcsmcm k$.ariaa waa refl&e d y  of Qe p~blin 

IC LIQUID 
u f ~ d l & 9 # 7  
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mbrd The reblblliratioa of w o  yvmaenlowned fmmcid iosrimtiwr (CF13 which culminurd in 
drrof their noapedonning u r a . a d  Ihhilicin m rhr NarbnJ Cowcmmcm in Dcccmbn 1986 c h d  
i.a ea m r t ~ y  -ti& .I& n mml~&rne& liquidity md mrr d o d c  .nraof t4e mcncayncay 
cm u sf~r)csnnbrr 1 W  which differed d p h i t l y  from thw. culirr reported prior m rhc ma& of 
ms 3be msnrnv *.rrm's d r u a m  d f e a d  b.c~lo rhe umder d una md Lhbiiitin w e  fmm a 
mmmr mmqrcLl bank (wtrich i. put of the moactq er Wing system) t~ the N&nd Gvvn 
lebi.not.b.sW. 

u: Ikptmcar dkonmrik  Renrch  - Dome~& C e n d  Bank .I rhr ehlippiner 



Totd net domestic asas (NDA) of the monetary iystan mched PZ75. 
as of ad-December 1987. reflecting an annud lponrh of P13:7 
percent (Table 11). 

Net domestic d t s  of the monnug rgrtcm comprisii 39.5 pnemr,& :. 

NDA, dediaed by P15.9 billion or 12.7 pacmt. to reach P108.9 b i k  ~e~-* . . ~ ' 
1987. The &dine d t c d  from the P34.2 billion conmction in 
of by tbc puldic sexor, putieuldy in the firs &rcc quurar ofthe, y s u  m. 
che National Govcmment (NG) rtp.M provisbarl h c e s  wirb chc Geoad~ 
Bank and built up ita dep& with CB and drpMit money b d s  ( D m ) .  S W .  
my, act credits to thc govnnment corporate rctM dedined 

The conawion~ry effcco of ther developman we= 
rbein- in pubtie eredim of a b o u t P l a O b i U i o n i n r h e h ~ ~ &  
year fdlorviag tBc mr witbdnwrls of P8.3 biIlian by NG from its dcporitr  wid^ " 

CB and DMBa to cove the budsccuy deficit md td rcdecgn matoring T-bills 
A L s o a ~ a n a p . n s i o n a g ~ p o C t o . n ~ p u b l i c @ w r s c h e i n a a s e &  
about.Pil0 billbn ib T-bffl holdhgd of'commmkl bank  

l l ~ e  r k  in public credits du&g the four& quurn of rbe ye& partly 
dampened the decline recorded during tbe furt &KC -era CB44.0 
thus bringing tbe full year declinein public creditst6 P340 billion 

On che other hand, net mdio a, the p-tc -, whid~ ..- 

P116.9 biiion at yearend, m & c d  cxpansbmq thcougbout the fo& @a&& ' ~, 
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RWi d i n t e m t  rates gamdly rrmninin# poaitioc during the year d@re 
tge gradual rise in the idation rate, the total -able deposit liabilities of 
c o m m c d  banks expanded by 1.3 percent to P118.9 billion. Banks' available 
rcsctvea also in-d by 3.0 percent to  P22.3 billion at y e d s  end, while total 
required racrprs aggregated P22.0 billion, thus resulting in an a c e s  mavc 
position of P0.3 billion (Table 12). 

During the year, the bulk of commercial banks' mcrvc assea continued ro 
be in the form of deposit bdmm with the Central Bank which, at P15.3 billion 
as of end-1987, compnfcd 68.6 pafent of toal  available reserva Ruewe 
balances with the Central Bank eom four pment (4%) interest. Similarly, Qe 
proportionate shire of - holdimgs of banks in the form of casb in VPPIU 
i n d  from 10.6 pacent to 16.8 percent. reflective of the banks' cautious 
stance to meet my unexpected increase in deposit withdrawals due to prevailing 
uncertaintics On the other hand, rhe share of rcscm in the fonn of gown- 
ment securities declined fmm 16.0 percent to 14.6 percent as a result of rbe 
policy adopted h c e  March 1986 to gradually p h w  out the mrvdgiiky 
fc i t~ rc  of all go~crnnwu securities 

Exprared in terms of ratios to deposit libilitics, rquired rewvcs ac- 
m y t e d  for 18.6 percent. wbik avdablc merves comprised 18.8 prcenc 

,. , .<. 



Cnhol  Bm*. Outstanding portfolio credits of the Cmml Bank (CB) as of 
end-1987 were a tha ted  at P74.7 billion, about 10.5 p m m t  or P8.7 billion 
lower than the l e d  of the previous year. Loans and advances which ueco(u~ad 
for about 88.0 percent of tod CB e d i t s  dmppcd by 9.4 paceat toP6S.S biC 
lion due Iargely to the repayment of provisional advances to the National C;o 

- vcmment as wcll as  CROW in loan accommodations to banks under thr 
Co~wolidnted Foreign Borrowings Pmgram (CFBP), repurchw agreement nud 
lntqnntiond Bank for R u d  Dwdopment (IBRD) facilities (Table A-06). 

Government security holdings of the Central &mk.which accounted for 
12 percent of wte CB acdiu likenire dropped by 17.2 percent or P1.9 
biWn during the year m meh  P9.2 billion at end-1967. The decline waa prin- 
cipolly due to the k g c  redemptions of lkeasuy notes and bonds resulting Pmm 
the p h w  out of lowyiddiag resavedgibble pvcmment securities which 4 
in 1986. 

During the period in micw, around 70 percent (P52.2 billion) of mml CB 
credits outstanding went to the public sector, or 6.2 percentage point¶ (P14.1 
billion) lower than that of the previous year. Of the w a l  public scftor borrow- 
ings, about 90 percent was accounud for by the National Govcmment while 
the remainii 10 percent went m government financial iasti~tions and other 
government entities Meanwhile, credits to the private Hemr constituted wund 
30 percent of a&pgate CB credits and were lorgcly in the form of avndrpft and 
rediscount a a d t i o n s  to c o m m d  banks 

By maturity, short-zccm credits (with matuririar of lesp than onc y a r )  
accounted for the bulk or 55 percent of total CB crcdiu and aggcgated P10.9 
biion at end-1987 or P10.5 billion lower than the l e d  &acd lut yeu. 
Intermediate credits (with maturities of over 1 year but less than 5 yars) fell by 
P0.2 biion to reach P2.7 billion while long-cmm credits (with m a w =  of 
more than 5 yars) dwpped from P10.7 billion to P9.8 b i o a  

The weighted avnrge i n t m n  rate (WAIR) on ouatnnding CB credits asof 
end-Dceembu 1987 remained unchanged from the 9.6 p e n t  imnge m 1986 

I su&~ertme of the rdarivdy stable condidon in market ram and the heow infhtion 
rate during the yar. 

Commacia1 Banks Outstanding loma (exdudiig past due itam, icema in 
litigation and domestic and fardgn bilk) of commercial banks mod nr P109.8 
billion as of end-September 1987, an increase of 10.8 pment or PiO.7 billion 
ova the end-1986 lcvel (Table A-09). The expandon in commmial bank loam 
wan a complete d of the downtrend o k m d  in 1966 and reflsoed the 
continued accdcntion in economic activity which was partly cncouragcd by the 
reduction in nomid  lending rates 

Loans to  the manufacmring secmr which accounted for the bulk or 32.6 
percent of total loans ouatnnding rose by 64.3 percent or P14.0 biion from the 
end-1986 lcvd to rclch P35.8 billion at end-September 1987. Red qtate lopllr 
Iikcwk grew by 31.8 percent to P2.7 biiion; conmuedan l m s  by 0.2 percent 
to P3.7 bWo* trade loans by 3.9 pcrcmt to P14.2 billion; transport, storage, 
and communication loans by 11.3 percent to P3.4 billion and loans to the com- 
munity, social and sexvices senor by 24.3 pment to P5.3 billion. 

On the other hand, commerciPl bank loans to the following senon dee 
lined: agriculture, fisbcry, and forastry (7.6 percent); fhuncing, insumce and 







In 1987, the kvmgg nominal in- rates on benoning md lending inlpp. 
d l e w o f b n n L s p m t c d m b d P 1 & i o c o f m W ~ m a ~ i n  1986. 
The dcdiw rrflcetd the p c c o n u n o d ~  sunw of mooco~ry policy an wdl la 

the m&senanw of a  sin^^ influfso ntc throughout &e par. ILerl israce 
caw dedised btlr mnciacd at pbsitise lonla On a rnoarhly basis, mukr rues 
bowed gradual in- in reapme m the aced& in h e  inflation ru.  and 
the unccrtabtia gcnmrcd by tbe obwnd m p  ananpt in Augua. 

C o n n t d  Bunk Bamingami Lntdirrg Astea Nomiml interest ntes oa 
traditional savings and dme depwia (dl m~toinicb) dropped by an avenge of 
3.5 and 5.0 pmmmge points M d y  ova the previous year to average at 
4.5 pad 9.a p a f m L  similarly, nres on rbolt-tcnn prdsmry bsua of bank# 
(MRBs) a- dl ma~~tirks dmpped by 3.1 percmqc p k  m 9.3 paecllt 
f l regcnaldeo l inc intheboncmringr~rcsdbPaluwnr~eMiwdthe~  
we in market wndicions and the e~~ldnued impmvemcnt in banW reserve 
position dudng he year. On a monthly huk, howcvm, the nosinJ ntes on 
r i m d G p o d P a n d s h a o r t ~ r r m p ~ r y  i s suaofbPa lu lrcg irmcd~ im 
cremes mainly in ICSPO~~~C m the upasad in inflation ratr 

TBe rvcmgc n&d rate in the mtrrbPaL cnll laon market (IBCL) llcewix 
drop@ by 0.4 pelpenpee point fmm the pmiour y d s  lcpd m 110 p a f e ~ t  
in 1987 dkctivs of the geMmlly liquid ewdidon of banks during the period. 

Wid lpw- cost of bonowaga, banks' ntengc nomid h d b g  nta drop 
ped during the yenr which W o p m c n t  hdpsd encow& the growth in private 
sew E.rrdiar TBe a v e r y  +a1 l d b t g  nk on o r m d  loma for dl mamri- 
tic# pt 13.3 pacent in 1987 wrr lmer by 4.1 pcmmege pbta &no rhc 1986 
levd On r rnoMblysvcngc b& the n o d  lading rate on secured llool). 
dropped durhrg rhe first niah W mtb bn? rase t h d t c t  n, mteh 16.8 per 
tent in DcceDlbn 1987 conSpSrent wi& tBe hac r rw  in bomdng COW during 
dte period. 

&ts5 an Ccnrrd BE&/-y BiUx &miad yields on bath Ceaarl 
Sank and RcPruy bWg WO importmt instmrnenn used in managin8 liquidity, 
whiited rtsscladol declines durbg the period. TBe avenge yield on CB bilk 
for dl matuntic# dmpped to 10.8 p e ~ * t t  in 1W7 fmm 19.1 prrccnt in 1986. 
SimbIy, ihc avenge ykld onTtcr~ury bill$ (& matunria) wnsmduacd to 12.9 
pacent fmm 16.0 pmeat even ra the gwectmm~t stepped Up im flotationof 
secmida ta Anura io budgetary deficft md support open d e t  operatiom 

CannrJ BcmL tm&g Rates Except far k mcs on ovadrpft and mdir 
CODDI rrindoarr which rrarniacd rd.tjvdy mkk at 21.3 md la0 p e n t ,  nomi- 
nol t d g  mas on C c n d  Bolk e d i t  f r c ' i  d~elincd eonsinent with the 
mapancat in d m  ntn WLm aa rcgulv and rwme rrputdhrcr agree 
m a n  at 13.7 and 11.6 ptrrent fcll by 6.4 and 1.6 paeamgc paints, respect- 
ivdy nhile the na on uacqmcy loam and h c e a  wbicb a v q d  # 18.4 
percent in 1986 drbpgd m 13.2 pmeat in $967 CrWe A-37). 
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cent WCIC nobboaLr 

'bonks (P6.5 billion) and thlif't banks 

G o v ~ m c n t  dcposia with thgc inrtiturions foUowbg the gtpdoDL impl- -. 
&an of the policy liiig the depasia of the National Gomnmcnt with banks 
orErcr than @e C c n d  ~ a n k  to working bdmca. 

commercial bank comprised the bulk or 61.0 pmcat of the toid rarnrrw ' 

With the in- in the number of fimdpl inrtitutims, tbe t d  pWb .-. 
c&fltal of the financial system pew by PO.8 billion to P34.5 billion at 0)d-1987 
due mainly to the P9.6 bi ion expansion in the p&p capital of commaeirl , . 
Wr Of the total paid-up copitd of the f h c i a l  system at end-1987, non-bant 
fhaedpl insdtufiona accounted for 40.0 prrcmt; commercial banks, 39.4 per- : 
cent; spidiud government banks, 12.8 p e n t ;  thrift b&s, 4.6 percent .& 
m d  taka 3.2 pemnt 
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Totd pew and fomign currency deposit iibiiitia of the banking system aa of 
end-1987 aggregated P179.2 billion, 7.8 p e n t  high- d u n  the ad-1986 l e d  
(Table A-21). I b e  slowdown in deposit growrh despite the improvement in 
national income was indicative of the public's preferme for cummy andotha 
forms of fmancial uwrs such as government securities, which offmd relatively 
hkhm vield* " .  

Despite the closure of one commercial bank, commercLl banks is a whole 
recorded the highesr inmmenr in depoht liliobditia of P13.8 Kim foIIowd by 
thrik banks and ~unl banks, qktcriDg inc- of PZ.1 billion and P0.6 billion, 
Kspcctivcly. On the 0th- hand. totd deposit liiiUiu of s p c c i n l i z c d p ~ t  
W s  declined by P3.5 biion due m the drawdown in National Covmmarr 
deposits following the h c e  of CB CjrcuLr No. 1121 dated November 14, 
1986 which provided thpt National Covmrmart h n &  placed with authorized 
govcrrunent and private W s  be limited m working bolances in nreordana 
with the policies of the Minimy of Finance. Funds in exccs~ of working bolPPeer 
were required to be deposited with the Central Bank. 



O f t h e w d a e p o d t l h b i l i t i Q o f ~ b m k h g ~ W . 7 p a c a n t a a r  
~ ~ t ~ n n r c d  for by mtnrncrd banks; 8.4 puemt by thrift bankr md cbe bahnce 
of6.9 pmeac by rpKirlizn3 gopemmentbd  and md banks 

By eompmanr, minp and danand deposit lirbilitiea of the banking 
ayuan grew by P12.8 billion and P3.1 MIUoa, r q x c h l y .  In eontnst, time 
depoQirs W by P3.0 WUion, &cabg tbt shift in &positon' p r e f k ~ ~ e c  towuda 
more liquid h a m i d  urn and bold+ of government smuitier. 

Dapi the donve of one comumdd b.nL md o m  development bank, che 
totd rcrwm brr of Foreign Currency Depolit Unim (PCDUs) rfm mnder of 
rdco~cd LccounaoPmecommcrcLI bank to theN.tiDd Gomnmcotunounad 
to $2.754 million u d r m .  a in- of 1.5 pcrccar or $40 nillbn &an ia 
prewhw y d s  1 4  The impw~vlnnnt wu mounted for by the in- in 
d m 6  mcived by the FGDUs of $93 d i o a  do* the kna part of the yar 
following the ~ I J M E C  of Cirmlor 1163 on Noscmbsr 23, 1987 Jlwrise the 
dcpoahof fomignmmmqndba, c o i n s a n d ~ f b e d c s ~ f a e i g n ~ n e n q  
. feOUMs 

Plwmcnrd*n- of FCaUs grew by $141 willioa w $2,547 miUion 
doe to the $200 d&on in- in placancne with b.nlu which more than off- 
m cbe $39 mDlion decline in plocernenrr with non-b.nkr 

Nst eadngs &a taxes of FCDUs pmountcd to $149 million dm a 
coasidenbk gdn of $197 million trmn tbe 1986 lnnl ( T a b  A-22). 

k af md-1987, gorr reswms of tbc 22 opcntiry Offsham BralriaF, Unia 
(OWIS) qgreptcd $3,367 &on, a drrlinc of 13.7 percent or $533 milbn 
from 33,908 million at ad-1% The Uownwnd in resources of aBUs was h e  
to4e~~1mml011in~tb~ndborrrnaiagaofS255rmilliw,p.niclll.rtyfrom 
tbeOBWs' bead off ic~md branchen rbmrd 

P I m o  and h&n@ of OBWs hpprc l  by $533 million to $3.291 
milliort. P1.eemene with bcnk which recowit& fot tbe bdk or 65.7 percent of 
the topl fell by S5ab million while pkcmcm&~ wirh non-banks dropped by $5 
lnaion 

O B U a p a a t i ~ ~ t i K @ u m l a d i a ~ ~ . t m a x o f $ 3 8  
million, a $27 million ~ ~ m t  compared with rbc pmiw yew. Grow 
amingrdwppsdby bZ0znillion braurpcacesportcdabigbadcdincofS47 
million (Table A-23). 

During the y w ,  tbt w h e  of money &ct tmmaactions dcdhcd to P460.9 
bitlioo, P62.6 billion lower than the pmiotts y&slcrtel 'Ibis is r masrl of tlre 
u p m d  iu money rrmrkec ~ c l i o n a  in 1986. Ikvdopmmo iu the money 
market may k meed w the continued relaxation in moneary policy and cbe 
baeasc in diem kndiriga by depodt money banks whicb reduced the demand 
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forlsoney market funds. In padeular, in terbank4 hs, whi& comprird:ffic 
bulk or 37.5 pcr6tnt of total volume: of mnaactions, d&ed by I4.2p3rcq2 
dl& of the p e n l l y  liquid condition of b d m  duriag the yeu. Rnrtc-, 
rrporehrrc pemments r c g i s c ~  a 93.7 percent drop in the blume of.mnmce 
iom from P46.1 billion in 1986 to P2.9 billion m 1987. This w u  in eonmrtto 
the significant iaaemenlr righad during the prrc two yern. S i ,  -. 
ofgovcrament repurchase lgr rcmentspdade=l ine  of89.2 p~mntfqnu. 
P7.9 billion in 1986 to W.9 billion in 1987. Trrnsetiwm on prom&nyii-, 
Plsa decrr~scd by 17.4 pcrcatt fmm P158.7 billion toP131.1 V i a  n e b  
CBCIs wired the lmcsr w b e  of transactions of oalp PZ million +cnlr F23 
million io 1986 with the continuing &om of the C c n d  Ban& to p h w  outits 
own isanamdtogivcway mTrrpnvyhsllaasprirnary 
market opzratiolls Consequently. the volume of t w m d o n a  in T- triur " 

amomadso P96.6 bitlioa 73.4 paccrtc bigha &an in 1986. 
Meanwhile, the weigbtcd a~mgc~intean: rite of .U money 

men% except for c o m m d  p a p  ( h c i d )  and DBP bonds rrglnered-&e .. 

l ina fangin& h n  0.394 pe~emtpse point for intabauk call 10 
ccntpse points for Ccaud Bank  caw of indrbtedneu 
A-24). 

With the phase out 6f CBCIs, thess open market isnnuwnm 
a d c d  a t a  relatively low WAlR of 5.3 percent Repudme 
mmt),ondLCorhnhrad,~&e~hi~herrnnrr13.7 
for inmb.nk 4 1- dmppedfmm 12.572 paaat in 1986 to 12.178 paccrtt . 

in 1987; Treasury bills from 13.741 pcrcmt to 10.597 peremt; andpro~~&~+ 7 

notea, f p m  13.581 percent to 9.562pcrccn& rrspeetivdy. 

capital l l n ~ 0  

In 1987,53,307 new bwhcp oapnizations were registad ?be real api@l,& : .,,: 
vQrmsllB of the new reeirh.nts amounted to P8.050.9 million or49.3 
hiia chm in the past yeu. The improvmtllrr may be mribnad rn 
busineg elimna and the raslugence in-er danmd S i c  pmpziqodtfpr, ,:; 
aeeo~.ting for 84.9 pnrcat of the tool number of ~RUS, infured P 4 $ ? 5 . 8 ~ . ~ .  , ~, 

lion m paid-up capid. Corpontiona and pormcnhii contributed ~2,97a3 .' . 
million and P205.1 d o n ,  respectidy. ~~~~~a of single pzopdetor- 
ships. partnerships and corporations posed rrspeetivc iacmmnm of 28.Spcr- 
cent, 32.5 parrnt and 105.7 pacmt from 1986. 

By nationality, F i l i i o s  continued to be che prhne investors, conaibuzing 
P7.852.3 million or 97.5 perrent of toul capital inmtmenrs The ~ h i n e : & d  
the Bridab ~UVCB~OIS ~onaibuted P61.8 m 9 n  and P37.3 million, reapcctivd& 
with a combined hare of 1.1 pcrc&~ A &nifi-t dcvclopmmt w t h a y  dl 
invwmmts clusi&d by l u t i o d r y  increased, mggmthg the p o s i & e i m p M  
go-at &om to agmct foreign invcstmcnts, one of which was the 
of the Omnibua luvertmmts Code during the .third qu-. Tbk code digad 
incentiva extended to f& investors with chose provided by other ASEM 
e q t r i e s  

By regiollPl d k ~ ~ n ,  72.9 paant of capital mvestm~ts wqe e- 
.counted for by ncw entnprha located in the Nrd0n.l Capital Region, 8.1 e' 
cent fmm Southern Tagalog Lnd 6.1 percent. fmm Central Lu- &owhg-&af ' 

the NCR and nearby regions continued to bc the ccntm of tivsinwCS)ac&iy. .: 



Capital in~ganem. west m d y  eblandkd m whole& md rrr3 mds 
(34.9 -1, fiaandng. inmnsee, red a a t e  and business d e a  (19.5  pi?^ 
cent), and manufacturing (18.0 paerntX Tlic hqcst incmnmu in ~ O U  

were rmibuted m m i n i  md quarrying (94.1 pcrcmt), manu-g (99.8 
paeem), d&city, gu and water d e a  (97.1 pacat), fnuacing, inmurnec, 
ml estate and busincg m v h  (96.1 pcromt). 'Ihae m y  have been brought 
about by dK conrinucd alre in world price of #old md coppa, robust coosw 
m a  spending md mmcd confidence in the economy (Table 14). 

I Table 14. CAPITAL INVESTMBNTS OF NEWLY REClmEmD 
BUSINESS ORGANIZATIONS. BY INDUSTRY 

.TOPI 

Agdcultu* Ftbay md Foremy 

Mining and Qarrying 

ManuPocruriag 

C o n d o n  

Elsaicity. Cra and Water 

whdenle and R e d  Trade 

P i c &  l n r u ~ e c  acrl &ace 
and Burinem Scrvifm 1,572.9 802.1 96.1 

Ruupomtion, Store& and Conunwoiertion H7.8 2929 52.9 

Source: Seeuritin md Bxebame Commission md Deriurment of Tr8dc and Induary 





P3.4 Won pdmdy b e  to lowa-thrpprogmrn promds from for+ g n n ~  
md mxdpWcohtions of fces ftom pvcctuuu~rr office 

B~~ balled Pl22.7 bluiaq m la- of P12.2 Billia! or 11 
pmat omrtbr I986 I d  butlman~theprogrAmlcvelbyP1.8billloa. 
1 M r n r r d a e ~ y c o ~ l o r e r r p m d i a g o n a p l t J O f l ~ r , p u d ~  
iotnromema rad otba capM wdayr 41.2 billioa md P1.3 biltioa, raprr- 
he) md cpmnt opentiDg apeodimra, puricnhiy riubmmu and ocbcr 
operaw upenrt P2.5 billian) a d  px ex- (P2.3 b i l k i X  w h i i  

rbe ovempmhg for equity. 'EBe oa- in orpiPl auttpl and 
anintmmce mdo- apmdltomauy bemnd co thcddryediDlplt 
mePtion of the Camprrhsndve Xg.rhn Weform Rog"m (CARP), the under- 
utibatim offrcndr la go~nnmem dtpwitoly b ~ d n e t o p r o c e d u n l d i f f i ~  
iu ridr new diasnemmc s d m ~  the d d m  in rhe -doa of iodp 



asismi ptdjW;due rn%o&ene& in ~ l q k n t & $ ~ n  fund r&n@@&cn&~ i-5, -- and the &ction bi. on a conm+n pkjiu%phi@ t& @a&- .: 
brr. OII the 9th- h m 4  thc'siigh@p11--. I& d e  -+ bShPy 
from higher equity releases ao two nrojormon-finmciP1 government; coq&aiam;:' 

!- ; * The &rtioarl Govrmmmt deficit was heed hgdy from d&esri&bom. 
ceq pudeal*r9y from the sale ~f T r d y  bills to the non-bank pa& 
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Figure 13. *AL GOVERNMENT EXPENDITURES 
By Use, 1987 
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tmna during the ynr comprrcd m the 1.5 pram haerain 1986 (Tible A-27). 
All major sqlaKnts of the cecnomy posted posirive p n w h  with Mnarpm& 
ging u the 1 4  sector in mpoadtrg goJidvely to the p@cy mwura  e d ' a ,  
indnec cconomic demand. The gains rCbiGIlCd by rhe productive se~mWa& 
rrtldvc of favorable ~ p m c n t s  during the year, ~~, ,the 
coafidmee h govmunent by privare invcsros and the rdmive mb3icy.h 
exchange, inflation and in- rates 

,b t m s  of s c r r d  pafmrma* indumy arbieh comprired: .bout fOper 
cent of GDP recovered $igaiSaarly u the rue of RO pcmcM fdl- Rfo', 
yeam of consecutive deeliae+ Except for mining .and qumyiq. all othclinduir 
PLI componeam posted madcad output apandon u in m d o n  (1519 p& 
oeat), clectricity-gas-waces (8.3 percarc) and manaf.cnulng (9.4 p a ~ ~ r ) .  F b  
duction of the mineral in-. dediDcd &on& nr r mu@ dosuer rpa of Z4 
w e n t  thanlbe 11.9 pcrant dump mgkteped a year ago. 

Comptising thehslk of &me& ploductionnith 39percm*shuam,~,  
the srvicea senor dmiIady rhowed a aeditabk patonnutee wiQ M 

noc of goy& of 4.8 pcram in 1987 or mom tb.n twice Qe in-t pofGid, 
in Qc pmeding yar. AU ia r u ~ m s  ch& gains wi& relativtly h@ei.* 
craneno aehiaped in g- aervkva (8.4 percent) and bot~singmd flya*. 
(6.6 prcen0. 

In 1987, me igrieulfllre, fiskay and fo- pmnp showed a d- 
growtb n t c  o f  0.7 p e n t ' u  compared ro the 3.7 prcart i n e  in the:* 
c e d h  year. The atowdonn wu mainly u m i t e d  to the reduced food m p  
production of more than 1 percent due to the prolonged dry qcll mU'!h 
typbom &at o m m d  ia $r &hi p ~ a r t a  of 19S7 in &e oudying rrgiom of 
the country. Tbe d v r a o  weather u wdl ss tho intcndal implemenudm.& 
log cattiag rquIationa 'IiLc~uIse nffencd forr~ry output w h i i  dropped by 0.P 
penmt daring d~ same pedd  Tbe continuing d e w  in forestry Wty @oft 
than o f f a  rhe.pbls registard in livuaco& podtry Md twxcrg. 
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Figure 16. GROSS NATlONAL PRODUCT 
By Industrial Origin, 19861987 
( L ~ e l r  at Constant 1972 Pnccs) 
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Developmenu m rhc Ma front as indicated by the L.bor force survey of tb 
Dqmcmc~t of Labor and Employment and National Scatiaticr O@CC for 1987 
showed the counuy'r w o r k f o ~ ~ ~  teaching d m  to 23 million, an in- of 44 . 
pacmt over the 1986 lewL Out of rhib total, the number employed r e d  20.1 
million, up by about a million or 5.1 pmcnr from &at of the previous yew .L 

thereby, wrp.Cing the 4.6 percent expansion of the labor f o m  in 1987. With 
the improved business climate md industrial pace &om in 1987, the anploy- 
ment rate mre to 88,7 percent from 88.2 pcfceht; and conxqucndy, t e d v d  
the unemployment nre m 11.3 percent from 11.8 in 1986. 

The improved employment &madon m 1987 wu boomd by the ~barth  . 
thl drop in the number of c$taUmcnt lhutdowns to 742 m the Januuy 
Nwrmba pried or more than 25 percent lower &an the 1.013 cloarm scad- 
od a y u r  rga Workm laidoff wmrpondingly denrued by 43.6 - m . 
26.031 from 46.159 in 1986. In the same period. dre number of d k u  
f a  by 20.8 pmmt to 473 thus mhcing by nearly 50 percent to 88.000 the ! 

numba of workas m v o l d  I 
l n c d ~ e d  govmuncnt &om to bokta domntic employment WBS. 

lady in ~ n l  uur w a r  rdlefad in the vigornus implanenution of the Cornmu- 
nity Employment Devdopmcnt Program (CEDP) which rs of December 1987 
gaKfired 16,145,222 nun-days equivdent to 259.062 new jobs frk 18,353 . 
completed and 10,462 ongobg project& Tbe govanmcnt campaign to d e p b  : 
WO&m dkm8d du* Jmuuy-November 1 9 8 7 , l & ~ ~ k  rnisod pLenneDat0 
416,177 or m in- of 1O.Q pemnr over the wnapondinglcnl of 3"18,224 , 



followed by thc rtrviec gmp with 37.3 percent Wbfe the &PK of the indwl~y 

Domatic WWion, u mcnrUrcd 
-;, + . I n d a  for rhe P&ilip$ncs (1978 

hiis &an &tidB pafem o W c d  
co1188mcr pries pevdldim the second hJt of the:year @I 
of 1987. T h m r ,  infkdonary presprg begPn to bud 
7.5 w e n t  in December 1987. Ricer mse morc.6 @e 
percent cop~p.red to 3.2 percent in o u d y i i  w (Tab 

The rHe En comamar prices was a tu i i rcd  to facton such aa: (d the .*~ 
- pee of consumer demand b m & r  about by i 

(b) bad supply bonlmeclrs multing from the 
weather conditions; (c) the hike in d o d c  oil 
lativc activirica following the Wed coup 
w d m i n g  of the peso in the 1attc1 pam of tbe year. 

The food-bevrrogtwbarco iadtu, whieh r o m p h d  the bu& or &q~f- ;.I- 

threfitths of the consumer basket, inc~cwd by 4.2 pcrcentduring h y w h  , , 
c o n r m  to the 0.9 percent decline mgkred in 19~36. The dtougnt-r&ad **. , ' 

4aU in agricultural hawen* prutiarlorly of the heavily-wdghtcd rice and *. 
contributed w rhm upsurge. Manwhile, the cost of nmtood items rose byX.3; 
pmmt or slightly bin than the p&om yuft.2.8 percent, with &e l & s r  
,increment accruing to housing and repair8 wad d~ (5.0 pmcnt); KNicq(.3.2 
pncent); clothing (3:1 9-1); misedloncous i t m s  (3.0 pcmnt); and.uti@@: 
(1.8 percent). 

The average pnud inflation r+te for 1987 mswdl  d i n  thc pcogr-. 
level of 4.5 percent which may be ami 
&in by the govenrmm6tg keep domestic inhtion ns low & pouible sucbmr 
(a) the rrduedon in the m m  of import 
percent to 10 percent ad odorant and of cxcisc taxes on indigen- pe 
from 22 to 10 p e n t , o f  irs fair internotianal market price;(b) thfim- 1. 
p o d o n  of rice rogerhcrwirh the inha ion  of a RieeProduction ~nhant@qnt;. 
Rogrnm to beef up buffrr stocks in the wake ofthe drought-induced hoitfnlI 
ricch- Ec) cautious liquidity man 
rmbiwn of mica dating m fozcign e 
of off-floor uading tr~nsactions, and of the regulation covering p 
W i p i n c  debt paper by ~ommrrciol brnkr to  help quell XhespcculP 
ontbc exchange mtc. 
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MONETARY Monccory and d t  policies of the Ccnml Bank in 1987 continued to be rccp 
AND CREDIT modrrm yet cautious, mainaining'Liquidity at lnnL nrraruy for swaidmg 

POLIQFS g r d  in the economy while prrrrsing price and aehmge nrc stability. Poli- 
c ia  that f & v d  dere@&on, competition md mket dentstion wcro mria 
mined to improve f i c i a l  inrcrmediadon Mt.suscs to mmgdien tbe flrunchl 
rynemwacllroadopted to W t a t e t h c f l o w o f c r c d i t m o ~ m ~ r c e o ~ n  
of the economy. 

During the g a r ,  effom to sueq&en the financial lymm included principe 
the pursuit of a d i i m t  propm of pwmmat%cquired banks and the 
reform of government financial inacitutiona Aa of end-1987, agreements on the 
sale of one bank and 40 percent of the equity d snotba to the private xcmr 
were finalized and consummrrrd while the sale of the rest of the gwernmr- 
acquired banks were sdll under ncgodrdonr 

 he rehabilitation of government fmancial institutions (GFls) began wich 
the rcvidon of thdr respective charters and &e insqlhtion of new management 
teams in two major government banks and wm completed with the rcatru~~ring 
of thdr balance sheets which involved the mnsfei. of accounts p n d y  c h i -  
fied as non-performing to the National Government Booked on Dcccmba 31. 
1986, ihe transfers multed in the reduction in the two banks' &arc m the totd 
rcrourccs of the banking system from 40 pemnr in 1985 to only 15 pacent by 
end-~eeember.1987. 

As of end-1987, msfcmd uscts from the two bank toraUedP121 billiwt 
while about PI34 Won W& of the i r l i .~csWere  u~umed by dleNa&d 
Government On r net bask t h a e f e ,  the toril cambined redudon in M t & g  
of the nx, banks amounted to PI3 b i i  thereby conuibutingto the hpmve 
m a t  in the financial position of t h e  governmat bank  

ibmughout 1987, continuous review of monetary masurea ineluding - 
requirement ratios was undertaken. Aftn rrics of reductions in the raarr 
ratio that followed the adoption of an arpansionuy policy sunce by the Cemnl 
Bank udg in 1986, the mer~c requirements were maintained at meir Atllpr~ 
1986 lord, ie. 21 percent for s h ~ t n m  dcpwit insmuaents and 5 perant for 
long-term as banks continued to post subsantid aces rrscl*cr ibis move* 
withsandin& the banks' int-on i n k  in 1987 dcclhdfrom 1.871 per 
cent to 0,908 parcent due a, the dawntrend in n o m i d  in- ntn . 

Open madm operations continued to be a major inwumcm in the pumit of 
o v d  monetary pdicy. The f lo ta t io~  of auctioned T-bib bcume the prhnup 
instmwnts in rbe Cmtnl Budr's open muker qpentions following %he full 
implementation of the policy of phasing out CB bilk To minimize or offsathe 
expansionary impact of the pb-t of CB kwer; the policy d e d  far drc 
depost of an equivalent amount of the proceeds of tbe auctioned kauoees witb 
the Ccaad Bank. 
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skal@mbg the PhuDEhl system 

Ihe morc important mnauc~ dopred included the amendment of ruler gotnm- 
ing office intvlocks to avoid conflict of inmeat nrnsactions bctwccll b r n U  
quasi-banks and their DOSRl (directon, offinn, stockholdera and otharrl ted 
incmsa) acwunrc and the amendment of exiating mles and regukions on 
linanaal audits of banks including rbar ma opmdons m meDgthen i n t d  
conaol of bankdquasi-banks 

In a related move, a ~ n l  bmk rebabiiitation p r o p  involving options 
that included a capital buildup and conversion scheme and/or a plan of payment 
for rural banks experiencing financinl difficulties, was hunched in April 1987 to  
seengtbrn the mnl banking system and place them in a more viable position m 
adquatdy &ce the banking q i r t m e n t s  of the rural seetor. As of end- 
December 1987, some 483 turd banb applied for awistanee under rhe p r o g m ~ ~  
of whicb 78 applications w a t  approved for rcbabiliution, 5 were not eligible 
and the mr werc undergoing thorough and dnoiled evaluation and d d o a  

FOREIGN ExcbmgcRm 
EXCHANGE 

FOUCIES In support of the economic lc~overg effort, rhe Cmtral Bank continued to  
implement a policy of b.siully allowing the exchange nte to r*r its kvcl from 
day to day in the foreign exchange market Under rhi synem, commerdrl brntu 
wac left frcc to q u m  their buying and selling raws and exchange raws dacr- 
mined in negotiations among rhnnselvm on the mding floor wnc opmly pub- 
lisbed For p a r e r  annrplrrncy of mnsctions, the Cenad Bank mcedy 
allowed dl inrehank d e s  and purcbuet of foreign cxcbangc w kronductcd 
on the uadingfloor aartingNovember23, i n b e w i t b  the rroheddesrmd 
regulations of the B d c r a  AssodPtion of the Philippines (BAP) pmning 
foreign exchange tmdhg by c o m m d  banka Tbe supply of f o m i g n d g c  
in the market was uarrrd u all receipts fiom exporn of goods and &ca wnc 
to be mmndmd m c o m m d  banks, whicb wae free to manage thdr foreign 
exchange holding6 On the other hand, dl demand for for+ exchange indudin[ 
rhore of the public rector, w m  met at the pmnillng ucbragc ram 

During the year. the Central Bank intervened in fo- exchange ntding 
to smoothen mep short-tenn movements stemming From speculation I h e  
record for 1987 showed that while foreign exchange riles w m  besvy &a 
A u g w  the Bank bad bee& on bnlance, a net purehrsct of forriga exd~ange in 
the mulret in tbe mount of 5419 million 

On the whole, rhe prcscnt system p a d  the way for a rrluiPcly raMe 
pao and m i n i  the gap beween'offieial and curb m&et n m  The ucbangc 
rare of the pew in 1987 remained in line with mnkw condition* md helped in 
rmintainiog equilibrium in the balance of paymenra 
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Import-Export Regulations 

The implementation of the Import Liberalization Program (ILP) proceeded as 
scheduled. Of the 1,232 commodities2 programmed for liberalization in differ- 
ent stages starting January 1986 to April 1988, a total of 1,100 items had been 
liberalized as of end-December 1987. For 1987 alone, the Central Bank lifted 
controls on 171 items, as follows: 

No. of Items Issuance Date 

Circular No. 1128 
Circular No. 1149 
Circular No. 11 50 
Circular No. 116 1 
Circular No. 1167 

January 9, 1987 
July 1, 1987 
July 22, 1987 
Nov. 1, 1987 
Dec. 24, 1987 

Of the total commodities liberalized in 1987, 91 consisted of raw materials, 
78 intermediate and capital goods, and 2 consumer goods. Liberalization of the 
remaining 129 items will be effected by end-April 1988. 

In addition to the lifting of the requirement that import permits be 
obtained from the Central Bank or the Board of Investments, the ILP also aimed 
to  achieve a uniform and moderate tariff structure on imports. Thus, last Decem- 
ber 29, 1987, Congress submitted to the President for her approval House Bill 
NO. 99Z3 which proposed tariff adjustments on 209 tariff lines, majority of which 
were commodities included in the import liberalization program such as agricul- 
tural products, iron and steel, artificial resin and plastic materials, and garments. 

Safeguards against unfair trade practices were also established in support of 
the ILP. These included the monitoring of importations of items liberalized since 
1986 by requiring commercial banks to submit a daily report on L/Cs opened 
for such commodities. This procedure allowed the Central Bank to detect any 
extraordinary surge in the importation of liberalized items and if necessary, 
immediately adopt corrective measures to quell the surge. 

Effective April 1, 1987, the Comprehensive Import Supervision Scheme 
(CISS) was finally implemented with the hiring of Societe Generale de Surveil- 
lance (SGS). Under this scheme, SGS undertook to inspect importations valued 
a t  $5,000 and over originating from Hongkong, Taiwan and Japan to determine, 
among others, the quantity, quality and prices of commodities prior to  shipment 
to the Philippines. The scheme was initially implemented on May 1, 1986 but 
was suspended two months later for further re-evaluation. In 1987, the Central 
Bank upon request by the SGS rendered appropriate commodity classification to 
5,107 commodities with an aggregate value of $104.8 million. 

2 ~ h c  list o f  items subject to liberalization was reduced to 1,229 after removing three high 
tariff items on  sugar which will continue m be regulated 

3 ~ h e  Bill was signed into law by the President on January 29, 1988; however, proposed 
tariff qustments on 73 tariff lines composed of products such as garments, paper and 
paperboard, matches and ethylene glycol were vetoed 
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With regard to  exports, a number of promotion measures were imple- 
mented in line with the objective of maximizing foreign exchange earnings One 
of these was the country- and product-specific national export strategy which 
was formulated in coordination with the private sector. Under this strategy, the 
government promoted the marketing and sales of the country's top export pro- 
duct groups to the top 20 export markets. The top export products included 
garments, elecaonics, fresh and processed food, toys and housewares, furniture, 
footwear, leather goods and construction materials. On the other hand, the top 
20 markets included the US, Japan, the EEC, the ASEAN, Canada, Australia 
Saudi Arabia, and Korea. 

To provide financial assistance to exporters, an Export Credit Program for 
Small and Medium lndusmes was established in May 1987 in cooperation with 
five commercial banks. This financing facility made available an aggregate credit 
line amounting to P34.5 million, together with guarantee coverage amounting t o  
70 percent or about P24 million. 

New quota rules and regulations for garments and coffee exports were f o r  
mulated in consultation with the private sector to achieve greater transparency 
and a bias for the small- and medium-scale exporters in the countryside. More- 
over, to  enable exports to  compete more effectively in the world market, ex- 
emptions to the 60-day repatriation rule on export proceeds were granted, and 
the repatriation requirement in these cases extended up to  a maximum of 90 
days from shipment date. Payment for exports beyond 90 days was allowed only 
in very meritorious cases. The 1986 Directory of Philippine exporters was also 
prepared and distributed free of charge to foreign embassies, authorized agent 
banks, various export associations and prospective foreign buyers. Lastly, the 
Central Bank certified various firms as export-oriented to qualify them to certain 
incentives. 

Regulation on Invisibles 

In 1987, measures were undertaken to  further liberalize foreign exchange regula- 
tions and simplify/streamline the administration and implementation of regula- 
tions on foreign exchange operations 

The proposal to  use ASEAN currencies for the purpose 'of promoting 
greater intra-ASEAN trade was approved by the Monetary Board through the 
issuance of Circular No. 11 54 dated September 4, 1987. Under this Circular, the 
list of currencies acceptable as proceeds of and payment for exports was expand- 
ed t o  include the Brunei dollar, Indonesian rupiah and Thai baht. The Singapore 
dollar and the Malaysian ringgit were earlier included as acceptable currencies 
With regard t o  the use of the Philippine peso, such may be' received in payment 
of exports only if it has been used earlier as payment for imports from any of 
the ASEAN countries. 

To support the policy of the government t o  create an environment condu- 
cive to foreign investments, the Cenaal Bank relaxed the rules governing the 
minimum initial inward remittance to  finance operations of multinational area 
headquarters based in the Philippines. Under Circular No. 1157 dated September 
28, 1987, the minimum amount of foreign exchange to be inwardly remitted 
within thirty calendar days after theissuance of the certificate of registration by 
the Securities and Exchange Commission (SEC) was reduced to  $30,000 from 
$50,000. However, thirty days after the anniversary date of the approval of the 
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certificate of registration by the SEC, the aggregate amount of foreign exchange 
inwardly remitted by the subject multinational company should not be less than 
$50,000. Moreover, the requirement that executives of multinationals operating 
in the Philippines shall convert into pesos a minimum of $1,000 per month 
through AABs was revoked. Effective October 6, 1987, the Monetary Board 
through Circular No. 1159 also revoked the authority granted to the CB Cash 
Department and regional cash units to  exchange for pesos foreign currencies of 
tourists, balikbayans, etc., including the authority to  buy foreign currencies 
from foreign exchange agents. Authorized Agent Banks (AABs) and Authorized 
Foreign Exchange Agents (AFXAs) were given exclusive authority t o  perform 
such function. 

It was also in 1987 when the foreign currency deposit scheme was further 
liberalized by making eligible for deposit foreign currency notes, coins and travel- 
ler's checks (Circular No. 1163 dated November 23, 1987). The move was made 
to encourage residents especially contract workers and their dependends to  sur- 
render their foreign exchange earnings or holdings to  the banking system. 

SUPERVISION 
AND 

REGULATION 
OF FINANCIAL 
INSTITUTIONS 

Supervision of Banks 

A total of 71 head offices of commercial banks, foreign banks, specialized 
government banks and thrift banks and 25 3 of their branches and other banking 
offices were covered by regular bank examinations in 1987. Likewise, regular 
bank examination on 559 rural banking units were conducted during the year. 

Special examinations were also conducted on rhe following: 1) loan port- 
folio, 2) credit card operations, 3) computerized application systems, 4) verifica- 
tion of NOW accounts, 5) verification of capital accounts in connection with 
additional equity investment, and 6) verification of government depositsffunds 
held and unbooked valuation reserves. A total of 26 head offices and 2 branches 
of thrift banks and 207 rural banking units were subjected to  special examina- 
tions. 

In addition t o  these examination functions, the Central Bank performed 
other general supervisory functions which included: chartering of banking 
offices, verification of periodical reports, and comptrollership/conservatorship 
and receivership/liquidation of problem banks. 

Regulation of Non-Bank Financial Intermediaries (NBFIs) 

A total of 2,724 NBFIs composed of 2,274 head offices and 450 branches were 
regiStered with the Central Bank asof December 31, 1987. Of the total, 16 head 
offices and their 47 branches were.licensed t o  perform quasi-banking functions. 
As of end-1987, the number of head offices of non-banks with quasi-banking 
functions (NBQBs) was reduced by two from 18 in the previous year due to the 
liquidation of one investment house and one financing company. On the other 
hand, the number of non-banks without quasi-banking functions rose from 
1,879 in 1986 to 2,258 head offices in 1987 with the addition of 230 pawn- 
shops, 173 lending investors, five securities dealerslbrokers and one investment 
house. 

During the year, 109 examinations were conducted on the head offices 
and branches of NBFIs including some of their subsidiarieslaffiliates. Of these, 
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52 or 47.7 percent were regular examinations while 57 or 52.3 percent were 
special examinations which were conducred for purposes of determining the 
linkages with banks; propriety of dividends declared and investments; and status 
of operations, among others. 

Close monitoring and other activities pertaining to  comptrollership, con- 
servatorship, receivership and/or liquidation of problem NBQBs were also pur- 
sued during the year. 

MANAGEMENT External Debt 
OF 

INTERNATIONAL External debt management continued to aim at  restoring the viability of the 
OPERATIONS country's external payments position, reducing the debt service burden and 

improving the country's creditworthiness. 
During the year, the Philippine authorities successfully concluded a new 

debt restructuring agreement with the Advisory Committee of commercial bank 
creditors. This involved a restructuring of both original maturities falling due 
during 1987 to 1992 and previously restructured maturities for a period of 17 
years, including a grace period of 7-1/2 years; an extension of the $3 billion 
Trade Facility to June 30, 1991; and a repricing of the 1985 New Money Faci- 
lity at an interest margin of 7/8 of one percent over LIBOR, provided the 
country prepays 4 percent of the New Money Facility during 1987 to 1989 and 
pays scheduled amortizations from 1990 onwards. The Philippines made its first 
token payment under the New Money Facility in November 1987 equivalent to 
4 percent of the total outstanding amount of $925 million; and by the end of 
the year, creditor banks had completed the signing of the restructuring agree- 
ment. This implied that all terms of the agreement became operative-the most 
significant of which was the retroactivity of the reduction in spread for resche- 
duled debt and new money-thus paving the way for the realization of projected 
foreign exchange savings from interest rate cuts. 

The Philippine government likewise reached an agreement with Paris Club 
creditors for a second round of rescheduling. This involved the deferment of 
payment for 10 years, inclusive of a five-year grace period, of 100 percent of 
principal amortizations and 70 percent of interest on official credits maturing in 
1987 and in the first semester of 1988. 

With the restructuring of external debt with commercial banks and Paris 
Club creditors, revisions to the statistical monitoring system were made not only 
t o  capture adjustments resulting from the shifting of accounts but also to  present 
comprehensive and updated data. Recent developments regarding the specific 
prepayment programs which had been devised by the Central Bank since 1985 t o  
operationalize these restructuring agreements are outlined below: 

Public Debt Restructuring. Under the Central Bank Restructuring Agree- 
ment dated January 10, 1986, as amended, the CB would assume foreign obliga- 
tions of private corporate sector borrowers under CB Circular No. 1076 and 
private financial sector borrowers under CB Circular No. 1091, upon delivery of 
pesos to the CB. When the CB assumes a foreign obligation, the debt is converted 
to a public sector liability since the CB is a public sector entity. For the year 
1987, the Central Bank assumed obligations of $43.3 million from private corpo- 
rate borrowers and $10.7 million from private financial debtors or a total of 
$54.0 million. 
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A couple of issuances were promulgated governing the settlement of foreign 
exchange liabilities of government corporations whose debt maturities would fall 
within the period covered by the second round of debt restructuring (January 1, 
1987 t o  December 31, 1992). These issuances were Circular No. 1138 dated 
April 6, 1987 and Circular No. 1144 dated May 2, 1987. Among the more 
important provisions of these issuances were the setting up of a payments 
mechanism for the maturing foreign debt of the National Government and 
government corporations subject to rescheduling, and the extension by the 
Central Bank of the necessary forward exchange cover. 

Private Financial Sector Debt  Restructuring, During the year, a total of 
$10.7 million in private financial sector debt was assumed by the CB. This was in 
accordance with Option 3 of Circular No. 1091 which provides CB assumption 
of liabilities upon receipt of the peso equivalent of the principal amount of the 
loan. 

Private Coylorate Debt Restructuring. Under CB Circular No. 1076, a 
program for the repayment of foreign currency obligations of private corpora- 
tions to  banks and financial institutions, total eligible debt enrolled under the 
Program stood at $1,048.8 million as of December 31, 1987. Classified as to  
repayment options chosen, these loans were broken down as follows: 59.0 per- 
cent enrolled under option 1, where borrower pays the principal amortization 
when it falls due without a need to restructure the loans; 37.3 percent under 
option 2, where a borrower with liquidity problems may restructure the loan for 
at least six months and up to ten years; 3.2 percent under option 3, where a 
borrower with liquidity problems who prefers to obtain exchange risk protection 
may avail himself of foreign exchange cover from the Government of up to 75 
percent of the debt;and 0.5 percent under option 4 where afinancially distressed 
borrower may restructure the debt for a seven-year term and obtain 100 percent 
forward exchange cover for the debt. In terms of the economic activity of the 
private corporate debtors, debts enrolled under the program consisted of the 
following: manufacturing, 44.5 percent; public utilities, 33.9 percent; mining, 
12.9 percent; construction, 5.6 percent; business services, 1.6 percent; and agri- 
business, 1.5 percent. From December 1, 1985, the effectivity date of CB Circu- 
lar No. 1076, to December 31, 1987, 64.0 percent of total eligible debts had 
matured while 36.0 percent remained outstanding. 

An aggregate of SDR 123 million comprising the second to the fifth tran- 
c h e ~  of the 1986 IMF Standby Credit Arrangement was drawn during the year. 
Under this facility, aggregating SDR 198 million, drawdowns may be made over 
a period of 18 months until March 1988. However, by end-1987 two scheduled 
drawdowns had yet to  take place and there were some performance criteria still 
t o  be observed. At the start of 1988, the monetary authorities deemed it neces- 
sary to request for an extension of the facility up to August 1988. 

The country likewise availed itself of fresh credits aggregating $566 million, 
mostly from official sources. The bulk of these inflows were obtained from 
Japan ($3 97 million) particularly the Eximbank and OECF. 

On the other hand, amortizations on principal totalling $914 million were 
made to  creditors during the year. Multilateral institutions received $3 13 million 
(IBRD, $198 million; ADB, $59 million; and others, $56 million). Payments to 
bilateral sources amounted to  $176 million, banks and financial institutions, $30 
million, and suppliers and other creditors, $279 million. Meanwhile, a total of 
$166 million of outstanding debt were converted to equity under CB Circular 
No. 1111. 
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Foreign Investments 

Total foreign investments in 1987 rose substantially compared t o  the 1986 level 
due mainly to the significant increase in portfolio investments and debt-to-equity 
conversion transactions. 

Direct foreign equity investments, exclusive of investments pursuant to  
Circular No. 11 11, amounted to  $97.9 million, down by 16 percent from the 
$116.0 million registered in 1986. Nearly 50 percent of these direct foreign 
equity investments were channeled to the manufacturing sector, 35 percent to 
the mining sector, 6 percent to financial institutions, and the residual 9 percent 
to other sectors of the economy. Classified by country, the United States took 
the lead with investments amounting to 69.7 percent of the total, followed by 
Hongkong and Japan with 14.1 percent and 5.8 percent shares, respectively. 

On the other hand, closed transactions arising from debt-to-equity conver- 
sions pursuant to Circular No. 11 11 aggregated $266 million during the year. Of 
this amount, $166 million were made by non-residents and the remaining $100 
million by residents. Closed transactions channeled investments largelv to  export 
producers, banks for privatization and other commercial banks. 

Meanwhile, there was a significant overall increase by 271 percent in port- 
folio  investment^,^ from $29.8 million in 1986 t o  $110.6 million in 1987. 
Hongkong-based dealers comprised the largest bloc of foreign investors in Philip- 
pine securities, with a share of 91.2 percent of the total volume of investments 
during the year; they were followed by U.S.A. with 5.1 percent and England, 
with 1.7 percent, while the remaining 2.0 percent were shared by Australia, 
Canada, Malaysia and Singapore. Of the total portfolio investments, 52 percent 
were placed in commercial issues; 44 percent, in mining; and the remaining 4 
percent, in financial and manufacturing issues. 

Foreign exchange outward remittances from equity investments for cash 
dividends, branch profits, capitalized oil explorations and geothermal expendi- 
ture, and technical service fees, et. d totalled $249 million. With regard to in- 
vestments in securities, repatriated portfolio investments amounted to $48.5 
million while cash dividends aggregated $3.2 million or a total foreign exchange 
outflow of $5 1.7 million. 

With regard to  stock arbitrage transactions, 27 applications were processed 
and approved authorizing the sale abroad of Philippine securities amounting to 
$3.1 million. From these proceeds, $0.3 million wereused to purchase Philippine 
securities abroad, and the difference of $2.8 million was inwardly remitted The 
total inward remittance in 1987 was $2 million more than the 1986 aggregate. 
Meanwhile, a total of 11 5,83 1,008 shares covering various securities duly regis- 
tered with the CB as foreign portfolio investment were authorized for transfer 
inward from foreign to local registry. 

4 ~ a s e d  on  reports of registered sale o f  Philippine securities to non-residents filed with the 
Foreign Exchange Operations and Investment Department (FEOID) by securities dealers 
and brokers 
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Foreign Exchange Oper8tions 

In 1987, the authorities continued to  undertake measures toward greater market 
orientation and decentralization of its functions. On September 17, a circuiar 
letter was issued allowing the servicing of foreign exchange requirements for fis- 
cal agency service to  be made not only by Land Bank and PNB but also by other 
government-owned andlor -controlled commercial banks. In addition, the teller 
ing authority of the CB Cash Department at the CB Main Office, South Harbor, 
Ninoy Aquino International Airport (NAIA) and regional cash units was phased 
out pursuant t o  MB Resolution No. 886 dated September 11, effectively trans- 
ferring the handling of retail commercial banking operations wholly to commer- 
cial banks. However, the Special Services Unit (SSU) of Foreign Exchange Ope- 
rations and Investments Department (FEOID) implementing the currency regula- 
tions of the Central Bank was retained in NAIA. 

Based on bank reports, foreign exchange acquisitions from nontradc 
(invisibles) transactions aggregated to  $2,876.1 million during the year, 1.5 per- 
cent or  $41.9 million higher than the 1986 level. Foreign exchange receipts of 
resident shipowners and operators from passenger and charter fees increased by 
41.0 percent from the previous year's level to $61.69 million. Investment in- 
come rose appreciably by 36.8 percent t o  $226.3 million on account of the rise 
in interest earnings on loans granted, regular foreign currency deposits and 3431 
547 accounts and on debt papers purchased. Personal income also showed an 
uptrend as earnings of land-based workers increased by 17.3 percent from $571.8 
million in 1986. Furthermore, the maintenance of diplomatic and consular 
offices in the country resulted in an inflow of $226.9 million, 5.6 percent higher 
thw in the previous year. Meanwhile, receipts from freight and insurance and 
travel declined by 57.8 percent and 22.4 percent, respectively, while those from 
miscellaneous services (e.g., premium payments to local insurance companies, 
postage and communication facilities) contracted by 4.4 percent from the pre- 
ceding year's level. 

On the other hand, invisible disbursements during the year totalled 
$1,641.2 million, up by 13.2 percent from 1986. The increase was'mainly 
accounted for by the rise in travel expenditures by residents. Interest payments 
through commercial banks5 which comprise the bulk of invisible disbursements 
amounted to $952.3 million, 1.4 percent lower than the previous year's level. 

In another development, the level of outstanding swap transactions of the 
CB declined by $3.8 million to  $759.0 million at  end-1987. Swap transaceons 
were mostly renewals and were contracted at an average discount rate of 1.3 p e r  
cent during the year, instead of at a premium. The contracted rates were lower 
than the CB buying rates which resulted in an increase of $538.0 million in 
blocked peso differentials under MAAB No. 43 during the year. Forward ex- 
change commitments, exclusive of swaps, also declined by $2 3.7 million mainly 
on account of the full delivery of NFA contracts and conversion of peso depo- 
sits with forward cover under Circular No. 970 to CB deposits for inclusion in 
outstanding CB foreign liabilities. 

'~xc ludin~  interest payments on CB lornr 
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Foreign exchange proceeds from by-product gold exported abroad which 
were sold to CB rose by $18.5 million to $69.3 million in 1987. Meanwhile, 
foreign exchange acquisitions from other transactions, including foreign exchange 
sold for pesos to CB and receipts for license and registration fees of OBUs and 
representative offices of foreign banks, amounted to $63.1 million in 1987, an 
increase of 94.8 percent over the 1986 level of $32.4 million. 

As a fiscal agent of the government, the CB administered the fiscal agency 
working funds of the National Government, its instrumentalities and agencies, 
which had an aggregate outstanding value of $7.3 million at end-1 986. Deposits/ 
funding in 1987 amounted to  $20.4 million while disbursements aggregated 
$19.0 million, bringing the total deposits outstanding as of end-1987 to $8.7 
million. 

The CB received and processed a total of 3,771 fiscal agency service (FAS) 
applications for the purchase of foreign exchange for invisible payments, invol- 
ving an amount of $42.1 million, $7.5 million higher than the comparable 
figure in 1986 for 2,983 applications. Approved FAS applications serviced by 
PNB, LBP and other banks in 1987 amounted to  $15.0 million, up by $1.0 
million from 1986. 

International Trade Operations 

In the area of international trade, Central Bank activities were geared on the one 
hand, towards the development and growth .of exports and maximization of 
foreign exchange benefits from export sales, and on the other, to a close watch 
of imports, not only to  ensure compliance with applicable import rules and regu- 
lations, but also to monitor importations of liberalized and deregulated items so 
as to be able to  assist in the anti-import surge mechanism mandated under E.O. 
No. 1073 providing safeguards on the Import Liberalization Program. 

To maximize receipts from exports, the Central Bank pre-verified prices 
declared in the Report of Foreign Sales (RFS) and Export Declaration (ED)/ 
Export Permit (EP) of selected commodities to determine if they reflected the 
current value in the international market. If found to be underpriced, exporters 
were advised to renegotiate with their buyers for higher prices. The Central Bank 
similarly evaluated the processing feeslexport billings indicated in the Mark-up 
Computation Report (MCR) covering exports of manufactured goods processed 
out of materials imported on consignment basis. If the reported processing feel 
export bill was deemed too low, exporters were advised to  renegotiate for a 
higher fee. 

In support of the export promotion activities of the government, export 
procedures were further simplified. In particular, a One-Stop Action Center was 
set up at the Philippine Ports Authority (PPA) to assist exporters with problems 
pertaining to cargo handling. Various problems of exporters and AABs regarding 
existing export rules and regulations were also threshed out in meetings, dialogues 
and seminars convened by the Central Bank and participated in by various 
government agencies, exporter groups and commercial banks. 

On the import side, CB monitoring of regular letters of credit (LCs) 
opened reached $3,994.7 million, up by nearly half the previous year's level. 
During the first half of 1987, the monthly growth of LCs opened averaged 8.3 
percent but dropped to around 3 percent in the second half of the year. The 
higher level of LCs opened in the first semester was traced to  the building-up of 
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inventories following expectations of further increases in business activities in 
the second half of the year. Imports under document against acceptance (DA) 
and open account (OA) arrangements at $1,100.9 million similarly rose at  an 
accelerated pace of 44.2 percent in 1987 owing to the rise in oil imports which 
were normally negotiated through these instruments. 

The number of received applica~ons to import banned items fell t o  140 in 
1987 from 254 in the previous year as a result of the import liberalization pro- 
gram. However, the value of banned commodities authorized by the Central 
Bank to be imported rose by 80.2 percent to $18.2 million. Meanwhile, applica- 
tions received to import on a no-dollar basis advanced to 2,094 from 935 in 
1986. The uptrend stemmed mainly from the higher number of requests received 
t o  import motor vehicles, replacement items, samples, promotional items and 
donations by foreign countries (e.g. Japan, Canada and Netherlands) of commo- 
dities such as fertilizer and chemicals. No-dollar imports approved during the 
year rose fivefold to $25.6 million. 

The Central Bank also monitored compliance with the special time deposit 
requirement imposed on shipments dtected in violation of existing import rules 
and regulations as well as on no-dollar shipments of motor vehicles for purposes 
of registration with the Land Transportation Commission (LTC). Assistance on 
the appropriate commodity classification of imports was also provided in parti- 
cular to  the Bureau of Customs to enable it t o  assess the correct amount of taxes 
and duties for imported goods. Furthermore, some 1,807 applications to import 
without L/C were evaluated and endorsed to  the SGS Manila Liaison Office 
during the year. 

Meanwhile, the Bank continued t o  render consultative services to various 
government agencies, importers, manufacturers, banks, embassies/consulates, 
students and other individuals requesting information/clarification on import 
procedures, regulations and policies. Efforts were further directed a t  improving 
import procedures, especially for raw materials used in the manufacture of 
export products. In particular, the number of signatures required for the release 
of imported goods from the custody of the Bureau of Customs was reduced. The 
Central Bank together with other concerned government agencies also partici- 
pated in raids and on the spot inspections of establishments suspected of selling 
smuggled goods. 

International Reserve Management 

International reserve management during the year was generally geared towards 
maintaining an adequate level of reserves and keeping them in a mix that would 
allow the country to meet any forseeable demand for foreign exchange. In addi- 
tion, given the highly volatile market environment in 1987, the Central Bank 
monitored closely international financial developments in order to protect the 
value of reserve assets, prevent their unnecessary diminution, and where possible, 
invest available reserves at  the best market rates. 

The composition of international reserves changed markedly in 1987 in 
the wake of the shocks to the financial market that occurred during the year. 
With the decline in the US dollar vis-a-vis other currencies and the consequent 
fall in the prices of US dollar securities, the Central Bank started to unload its 
foreign securities portfolio as early as March, and this continued to the end of 
the year, bringing about a drop in its holdings of this type of foreign asset from a 
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high level of $986 million in February to  $116 million by the end of December. 
Reserve assets were first shifted t o  time deposits to take advantage of the rela- 
tively high interest rates, and time deposits reached a peak of $1,2 19 million in 
April. Subsequently, in a move to  improve the quality of reserve assets, time 
deposit holdings were shifted to Treasury Bills around midyear. Reserve manage 
ment flexibility also involved upgrading yields on paper from low to high coupon 
rates and paring down the foreign securities portfolio as funding requirements 
increased. 

Gold, which constituted the bulk (5 3 percent) of the Central Bank's inter 
national reserves in 1987, had its highest level a t  US$1,089 million in October 
when precious metal trading experienced wild volatility in both directions as a 
result of the stock market crash on October 19. The Black Monday event pushed 
up the prices of gold and silver. The shift t o  precious metals was undertaken t o  
minimize risk exposure to  foreign counterpames an4  to maintain an optimal 
share of precious metals in the international reserves, During the year, in addi- 
tion to  the more conventional transaction moduIes of outright sales, location 
swaps and gold leasing/deposit arrangements, gold and silver call options were 
written, the premiums on which effectively increased income without unduly 
generating additional risk exposure. 

In large part, additions to reserves were derived from foreign exchange 
sales and deposits of the Treasurer of the Philippines of proceeds from the 
Economic Support Fund, ADB, IBRD, Eximbank of Japan, and USAID ($827 
million); net purchases from commercial banks ($419 million); IMF credit 
drawdowns ($16 1 million), and over-the-counter purchases of foreign currency 
notes and coins ($119 million). On the other hand, drawdowns on the inter 
national reserves in 1987 were made to  cover repayments on the principal of 
multilateral loans of the Central Bank and the National Government aggrega- 
ting US$1,101 million as well as payments of interest. on the Central Bank's 
direct and assumed foreign obligations amounting to  USS848 million. 

OPERATIONS Authorized Flotations 
AS FISCAL 

AGENT OF THE Total government securities authorized for flotation through and by the Central 
GOVERNMENT Bank in 1987 increased by P97.0 billion or 76 percent and amounted to P225.2 

billion. This amount included principally new authorizations (P118.4 billion), 
the balance of previously authorized issues carried over in 1987 (P7.4 billion), 
and the previously authorized flotations for Treasury Bills and Central Bank bills 
(P99.4 billion). During the year, new authorizations included the flotation of 
short- and medium-term National Government securities (mainly T-bills and 
T-notes), new blocks of NPC bonds and Central Bank issues, specifically related 
t o  the implementation of the Debt-to-Equity Conversion Program. 

Total authorized flotations of Treasury issues for the year increased by 
P97.0 billion from the previous year's authorization and was intended to cover 
the funding requirement of the National Government in connection with its 
assumption of certain assetslliabilities of twcs government financial institutions 
which underwent rehabilitation in 1986 and t o  serve @ the staple for CB open 
market operations. 
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Primary Sales of Securities 

During the year, government securities sold in the primary market totalled 
P195.4 billion, lower by 37.1 percent than the previous year's P310.8 billion 
following the phase-out policy on CB bills. 

Of the total, the bulk or P193.1 billion were National Government securi- 
ties seld through auction. In 1987, Treasury bill issues reached P184.8 billion or 
95.7 percent of total National Government issues sold. It may be noted that a 
new Treasury bill program was implemented starting in October 1986 which 
involved the shift in the manner of T-bills sale from negotiated t o  auction. Under 
this program, some 50 auctions have been conducted since October 1986 with 
weekly offerings that ranged from P4.0 billion to  P6.5 billion in maturities of 
9 I-, 182- and 364-day bills. 

Central Bank issues in the form of regular and special series of CB bills 
amounted to  only P2.34 billion. A negotiated sale of regular CB bills worth 
P1.26 billion was registered in the first quarter of 1987, after which time, the 
Central Bank continuously pursued the phase-out program for regular CB bills 
t o  give way to the orderly flotation of auctioned Treasury bills for open market 
operations. Meanwhile, some P1.08 billion new CB bills, special series, were 
issued starting January 1987 to service the requirements of investors under the 
debt-to-equity conversion program. 

Meanwhile, no government corporate issues were sold in 1987. This was 
due to the National Government's policy of limiting extension of guarantees to 
corporate issues and stricter monitoring of corporate operations in an effod to 
improve the government corporations' internal generation of funds and thereby 
make them more efficient and viable. 

About 98.8 percent or P193.0 billion of total primary issues were market- 
able in line with the policy of market orientation in government issuances. 

The banking system (composed of public and private commercial banks, 
thrift banks, and other banks), purchased 83.7 percent or P163.7 billion of total 
primary issues; while public non-banks bought P14.4 billion; and private non- 
banks, the remaining 9.0 percent or P17.3 billion. 

Status of Premyo Savings Bond Flotation Program 

[n line with the government policy of making government security issues market- 
oriented, the phasing out and pretermination of Premyo Savings Bonds (PSBs), 
both regular and special series, began in March 1, 1987, starting from the regle- 
mentary announcements, cessation of daily lottery draws, and actual redemption 
and retirement of PSBs for a period of five years beginning September 1, 1987. 
At end-1987, total PSBs held.by the CB-administered funds (Bond Sinking Fund 
and Securities Stabilization Fund) amounted to P1.361 billion or about 97.4 
percent of the total issues, leaving only about P0.04 billion or 2.6 percent still 
being held by investors and accredited agencies. 
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OTHER New Committees 
ACTIVITIES 

In the pursuit of its goals and objectives and in response t o  changes and develop- 
ment affecting its operations, the Central Bank set up and reconstituted the fol- 
lowing committees, task forces and similar groups in 1987. 

1. Inter-Agency Committee on Premyo Savings Bond created under 
Monetary Board Resolution No. 19 dated January 3, 1986-redesignated as an 
Inter-Agency Committee on Government Securities (Office Order No. 10, effect- 
ive February 16, 1987) to broaden its functions and responsibilities, serve as a 
coordinating committee on priority items, pertinent studies, policy develop- 
ments and key operational matters affecting government securities. 

2. Inter-Agency Study Group on External Trade Statistics and Projections 
(Office Order No. 14, effective February 19, 1987) - created under the umbrella 
of the Central Bank's Foreign Operations Committee with functions primarily to 
construct a trade and payments model which shall be the analytical framework 
of medium-trade projections. 

3. Ad Hoc Committee on Productivity Improvement (Office Order No. 
19, effective March 4, 1987)- constituted t o  identify organizational and opera- 
tional problems affecting productivity, develop strategies and alternative solu- 
tions to  solve these problems and submit recommendations to management on 
specific programs designed to improve efficiency and effectiveness in the bank. 
The function of the Committee was however redefined when Office Order No. 
24 dated March 24, 1987 was issued superseding Office Order No. 19. Under 
Office Order No. 24, the Ad Hoc Committee on Productivity Improvement was 
tasked with the preparation and implementation of a systematic plan of action 
to ensure continuity of critical CB operations and services in case of contingency. 

4. Ad Hoc Committee on Space Allocation (Office Order No. 22, effective 
March 17, 1987) -organized t o  study, evaluate space requirements in the bank 
and make appropriate recommendations to  the GovernorISenior Deputy Gover- 
nor to  promote efficiency in the operations of the various departmentsloffices. 

5. Task Force on the Rehabilitation Program for the Development Bank 
of the Philippines (DBP) (Office Order No. 31, effective April 27, 1987)-crea- 
ted t o  undertake the reconciliation of the balance of the DBP loan obligations 
with this Bank as of June 30, 1986, documentation of accounts transferred to, 
and assumed by the National Government as well as other tasks related to such 
transfer. 

6. Committee on Rural Bank Rehabilitation was constituted for the 
effective supervision, direction and control in the implementation of Monetary 
Board Resolution No. 410 dated April 14, 1987 approving a program to assist 
rural banks and to  provide and achieve the necessary coordination among 
Departments concerned and the Land Bank of the Philippines (Office Order No. 
34, effective May 1, 1987). 

7. Integrity Board (Office Order No. 40, effective May 19, 1987) -author- 
ized to hear and decide administrative complaints/charges against officers and 
employees of the Central Bank in cases falling within its jurisdiction. 

8. Ad Hoc Committee for Budget Review and Hearing (Office Order No. 
61, effective July 17, 1987) - reconstitute$ to draft the rules and guidelines in 
the preparation of budget estimates by various departmentsloffices and standing 
committees in the Bank for the calendar year, subject to  the approval of manage- 
ment. 
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9. Ad Hoc Committee on Personnel Matters (office Order No. 83, effect- 
ive August 3 1, 1987)-constituted to  review proposals for appointment, promo- 
tion, transfer, assignment or  reassignment and detail of personnel in the Bank. 

10. Ad Hoc Group tasked to  coordinate withthe Quezon City government 
in the ejectment/relocation of the illegal occupants at  the Central Bank's vacant 
lot in that city (Office Order No. 102, effective December 29, 1987). 

Gold Refinery and Mint 

In 1987, the gold refinery of the Cenaal Bank produced 680,002 troy ounces of 
gold out of raw bullions weighing 1.8 million troy ounces purchased from pri- 
mary gold producers, gold panners and the Philippine Associated Smelting and 
Refining Corporation (PASAR). The total refined gold production including 
1,849 troy ounces of carat gold with varied fineness, exceeded the year's output 
target by nearly 8 percent and the 1986 production by 14.3 percent owing to 
the hefty increase of 482.1 percent in gold contents of del&ries from PASAR. 
The refined silver, likewise, surpassed the output target of ?70,000 troy ounces 
by 12.3 percent to 190,973 troy ounces following the marked increased of 
403.4 percent in silver contents of the deliveries from PASAR notwithstanding 
problems normally encountered during the first year of full operation of the 
silver refining facilities. 

In the same year, the Mint turned out 198.4 million circulation coins 
exceeding the target of 191.9 million coins by 6.5 million coins or 3.4 percent. 
Nonetheless, the 1987 coin output dropped by 19.2 percent from the corres- 
ponding level in 1986. About half of the coins minted consisted of 10-sentimo 
coins while 5-sentimo coins made up 40 percent. Coin deliveries to the Cash 
Department which included the 1986 undelivered finished coins aggregated 
235.1 million pieces with a face value of about P53 million. In addition, the 
Mint produced 500 sets each of the 1986 and 1987 Brilliant Uncirculated (B.U.) 
coins, 4.7 million tokens for the Philippine Amusement and Gaming Corporation 
(PAGCOR) and 3,2 15 pieces of commemorative medals featuring people power 
design for the Social Security System. 

Security Printing Plant 

The Security Printing Plant (SPP) turned out 408.7 million banknotes including 
50-Piso, 100-Piso and 500-Piso denominations with the new design bearing the 
signature of President Corazon C. Aquino during the year. Of the total number 
of banknotes finished, 4.25 million awaited withdrawal by the Cash Department 
as of end-1987. 

The 1987 orders received for all security documents-regular checks, 
special checks and non-checks-incyeased markedly to 110.2 million pieces or 
35.8 percent more than the 1986 level. From these orders, production reached 
103.8 million checks and non-checks or 16 percent more than that of a year ago. 
In addition, the SPP completed the 1986 unfinished orders of 1.7 million pieces 
regular checks, 3.8 million pieces special checks, and 3.4 million pieces non- 
checks. .... 

On the other hand, the 1987 total output of 632 million pieces of strip 
stamps, chewing tobacco stamps, documentary stamps and wine labels decreased 
sharply by 49.2 percent from the previous year level of 1,243.2 million pieces A 
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total of 2.9 million passport booklets including official passports were also pro- 
duced during 1987, or more than a three-fold increase of the 1986 production 
level. For the Philippine Coast Guard, the SPP produced 115,789 pieces of 
Seaman's Service Record Books against only 1,833 pieces in 1986. 

The 1987 performance of the SPP was capped by the successful hosting of 
the VIII Pacific Rim Banknote Printers' Conference in November 9-17, 1987 in 
which 1 4  foreign countries were represented. Through that Conference, the 
members exchanged views, discussed mutual problems and presented technical 
papers relative to new developments and innovations on banknote printing in- 
cluding improvements in security and life of banknotes. 

Currency Issue 

As of December 1987, the net outstanding liability of the Central Bank for cur- 
rency notes and coins issued reached P41.8 billion, a marked increase of P7.2 
billion or 20.8 percent over the P34.6 billion level in 1986. In the first quarter of 
1987, the monthly net currency issued averaged P30.9 billion followed by bigger 
monthly currency issuances ranging from P3 1.2 billion in July to P41.8 billion in 
December. This accelerated pace reflected CB's response to meet the public's in- 
creased preference t o  hold cash during the year. 

Clearing Operations 

In 1987, the Manila Clearing Center and 29 regional clearing units cleared a total 
of 28.5 million local and out-of-town checks and other demand items valued at  
P392.3 billion. Compared to  the preceding year level of 26.9 million cleared 
items valued at  P308.8 billion, the 1987 volume and value of clearings increased 
by 5.9 percent and 26.6 percent, correspondingly, despite the exclusion of one 
commercial and one thrift bank from the clearing operation. The net clearing 
results of thrift banks and their conduit commercial banks were consolidated 
since January 19, 1987 pursuant to  the Monetary Board Resolution No. 131 
issued February 14, 1986. 

Regional clearing operations would expand further with the approval of 
Ormoc City, and the proposed inclusion of Vigan, Ilocos Sur as clearing units. 
Starting 1987, the towns of Gapan and Carmen were added, respectively, t o  the 
clearing areas of Cabanatuan and Dagupan regional clearing units. Similarly, the 
inter-regional clearing operation was expanded bringing the number of participa- 
ting units from 17 to 19 in 1987 with the inclusion of Baguio and La Union. 

Training Programs/Technical Assistance 

In 1987, the Central Bank Institute implemented a continuing program on 
career development, computer training, supervision and management courses as 
well as technical training and skills development for personnel of Central Bank 
and financial institutions under its supervision, including foreign participants 
from Third World countries. 

The Institute conducted 27 courses consisting of 181 offerings and attended 
by 15,046 participants of which 6,250 were CB personnel. The rest of the parti- 
cipants came from local financial institutions and Third World countries, inclu- 



ding those who attended the CB Information Dissemination Program held in 2 1 
cities and capital towns. 

During the year, the Institute introduced five new courses to  meet the 
immediate needs of the banking system The courses are Familiarization on 
Banking Laws, Rules and Regulations; Microcomputer Systems; Bomb Detection 
and Prevention; Self-Help Livelihood Projects; and Value Reorientation. In addi- 
tion, the seminar on Counterfeit Detection and Currency Redemption was inten- 
sified in provincial areas to check the proliferation of fake bills. 

Under the CB Scholarship Program for 1987, the Institute provided train- 
ing assistance and administrative support t o  12 scholars in masteral academic 
courses in both local and foreign universities. During the year, there were also 11 
grantees under the National Scholarship for Development (NSFD) and 5 under 
the CB Scholarship for Deserving Children Program. In addition, 115 bank p e r  
sonnel attended various local non-degree programs, while 32 attended work- 
shops and seminars in foreign countries either as participants or  resource persons. 

For offerings with foreign participation, courses on credit guarantee opera- . 
tion, improvement of balance sheet preparation, and maintenance of interna- 
tional reserves, note issue, agricultural credit, and agro industries were conducted 
by the Institute for 41 bank officers from Sri Lanka, Nepal, India and Bangladesh. 

As a continuing program of the Institute t o  develop and aid exporters of 
the country, eleven sessions on .Export Financing of Non-Traditional Products 
attended by 894 participants were held in 1987. 

Loans and Credit Operations 

The aggregate outstanding loans of the Central Bank as of end-1987 stood a t  
P15.4 billion or 34 percent lower than that of December 1986 following the 
repayment of advances by the National Government of its provisional loans and 
advances. Delinquent accounts were reduced to  P4.8 billion or 30 percent lower 
than the arrearages in 1986 as some accounts of two government financial insti- 
tutions which were transferred to  and assumed by the National Government 
were subsequently restructured and also on account of the implementation of 
the Central Bank rehabilitation program for rural banks. Total rediscount loans 
and advances granted reached P6.6 billion, a decline of P14.5 billion or 69  per- 
cent from the end-1986 level which was indicative of the liquid conditions of , 
most commercial and thrift banks and the availability of alternative sources of 
funds from the Industrial Guarantee and Loan Fund (IGLF) and the Agricultural 
Loan Fund (ALF) through accredited financial institutions. 

Income from lending operations in 1987 amounted t o  P1.3 billion or a 
decline of 57 percent as compared to  1986 due t o  the generally lower market 
rates in 1987 on which the rediscount rate was based. 

Regional Operations 

The Central Bank, thru its four regional offices (Cebu, Davao, La Union, Taclo- 
ban) and 12 regional units (5 in Luzon, 4 in the Visayas, 3 in Mindanao) conti- 
nued t o  extend vital services to the banking and local communities within their 
respective areal jurisdiction. 

Cash and Banking Operations During 1987, receipts composed of cash 
and check deposits, cash requisitions and incoming shipments, and proceeds 
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from sale of government securities reached P25 billion, an increase of P6 billion 
or 32 percent above the preceding year level. Contributing t o  this expansion was 
the opening of the Cabanatuan and Bacolod Cash Units during the year. On the 
other hand, disbursements, comprising of cash withdrawals, outgoing shipments 
and encashment of government securities aggregated P22.7 billion, an increase of 
P2.6 billion or 13 percent over the 1986 figure. Cash deposits and withdrawals as 
of end-1987 aggregated P21 million and P15 million, respectively while foreign 
currency inflows amounted to $52 million. 

Government Securities Marketing and Servicing. Total sales of government 
securities and bonds amounted to P5 million while encashment of treasury notes, 
CBCIs and interest coupons totalled P I9  million in 1987. Sales droppedsubstan- 
tially by 60  percent compared to 1986 with the phasing oat  of CB bills and the 
termination of Premyo Savings Bonds including the Biglang Bahay Series. 

Clearing Operations In 1987, a total of 22.15 million checks valued a t  
P3 14 billion were cleared by the regional clearing units throughout the country. 
Volumewise, about 20 percent or  4.4 million checks with face value of P72 bil- 
lion went through the Cebu Regional Clearing Unit followed by the Davao 
Regional Clearing Unit which cleared 2.6 million checks valued at P41 billion. 

Rediscounting Operations. During the year, the aggregate loans granted 
amounted to PI27 million and repayments amounted to P217 million. These 
were lower than the 1986 figures by 13 percent and 6 percent, respectively, as a 
significant number of rural banks were not eligible for the rediscounting facilities 
of the Central Bank. Past due loans de'creased from P1.155 billion in 1986 t o  
P 1.082 billion in 1987. 

International Economic Cooperation 

The Central Bank continued to  involve itself in the activities of various inter- 
national associations and organizations. In January, the Central Bank participa- 
ted in the 22nd Conference of the Governors of South East Asian Central Banks 
(SEACEN) held in Kathmandu, Nepal. In this meeting, the world economic out- 
look and its impact on the SEACEN region and the recent economic and mone- 
tary developments in member countries were discussed. The proposed program 
of activities and the budget of the SEACEN Research and Training Centre for 
the year 1987/88 was likewise approved during the meeting. The country's 
cooperation with its South East Asian neighbors was further enhanced by the 
appointment of the former Philippine Planning Minister as Director of the 
SEACEN Research and Training Centre for a period of three years. 

The Central Bank also participated toward the latter part of the year in the 
17th Council of Governors' Meeting of central banks of South-East Asia, New 
Zealand and Australia (SEANZA) held in Sydney, Australia. Among the more 
signifcant matters agreed upon during the meeting were the acceptance of the 
People's Bank of China's applicati~n for membership and the holding of a 
central banking course in Australia in 1988. 

The Central Bank also took an active part in the activities of the Asian and 
Pacific Regional Agricultural Credit Association (APRACA) whose main object- 
ive is t o  stimulate cooperation in the improvement and planning of financial 

0 credits for agricultural development in the region as well as organize training 
programs on agricultural credit. During the year, the Central Bank was chosen 
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by the Executive Conimittee of the organization as the seat of the Center for 
Training and Research in Agricultural Banking (CENTRAB). To launch the ope- 
iation of the Center, the Central Bank Institute hosted a course on agricultural 
credit which was attended by bankers from various member countries of APRACA. 

In the ASEAN, the Central Bank was involved in the technical preparatory 
work for the 3rd ASEAN Summit Meeting held in Manila last December. In this 
meeting, the Heads of Government of the ASEAN countries were able to forge 
four economic agreements as follows: (1) Revision of the Basic Agreement on 
ASEAN Industrial Joint Ventures; (2) Improvement of the ASEAN Preferential 
Trading Agreement; (3) Promotion and Protection of Investments in ASEAN; 
and (4) Memorandum of Understanding on the Standstill and Rollback of Non- 
Tariff Barriers among ASEAN countries. In addition, agreements were reached 
on new initiatives covering the area of banking and finance such as the easing of 
restrictions on the use of ASEAN currencies in regional trade and investment, 
and the establishment of an ASEAN reinsurance corporation to be administered 
by the private sector. 

In the area of international monetary cooperation, the Central Bank parti- 
cipated in meetings and other activities of the International Monetary Fund 
(IMF), the World Bank (WB), the International Finance Corporation (IFC) and 
the Asian Development Bank (ADB). In addition, the Central Bank negotiated 
for the utilization of some credit financing facilities offered by these institutions. 

With regard t o  the country's participation in the Uruguay Round of Multi- 
lateral Trade Negotiations (URMTN) of the General Agreement on Tariffs and 
Trade (GATT), the Central Bank provided input to Philippine positions on 
various negotiating topics such as those on the Functioning of the GATT System, 
the GATT Articles, and Trade in Services. Moreover, dialogues conducted with 
other GATT contracting parties resulted in their expressed willingness to consi- 
der the unilateral trade liberalization measures instituted by the Philippines 
under the tariff reform and import liberalization program as the country's con- 
tribution to the URMTN. 

As a prelude to  the country's accession to and eventual participation in 
the Harmonized Commodity Coding and Classification System (HS), the Central 
Bank and other concerned government agencies were actively involved in the 
revision of the Philippine Standard Commodity Classification Code (PSCC) t o  
conform with the US. The HS is a new international product nomenclature that 
will be used on an international basis in the classification, description and coding 
of goods for customs purposes, for the collection of statistical data on imports 
and exports and for the documentation of transactions in international trade. 
The Philippines intends to adopt the new system by mid-1988. 
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Total assets of the Central Bank as of end-November 1987 amounted to P3 18.2 
billion, posting an increase of 1.4 percent or P4.3 billion compared to  end- , 

December 1986 level. The increase in CB's total assets during the period was 
traced largely to the valuation adjustments of foreign currency-denominated 
accounts of CB due to the depreciation in the exchange rate of the peso vis- 
a-vis the U.S. dollar during the period. It may be noted, however, that CB inter- 
national reserves declined which may be traced largely to the repayments on the 
principal of multilateral loans of the Central Bank and the National Government, 
as well as interest payments on Central Bank's direct and assumed foreign 
obligations. 

Also contributing to the increase in total assets were the exchange stabili- 
zation adjustment account and monetary adjustment account. On the other 
hand, loans and advances of the Central Bank declined by a significant P7.1 bil- 
lion during the year to P65.3 billion at  end-November 1987 following the repay- 
ment of the National Government's budgetary loan. 

Total outstanding liabilities of the Central Bank likewise grew by 1.4 per- 
cent to  reach P317.5 billion by end-November 1987. This was due mainly to 
increase registered in deposit liabilities (P22.0 billion) and foreign loans pay- 
able (P3.6 billion), and partly offset by the P2 1.0 billion decline in other liabili- 
ties account. The increment in CB's deposit liabilities stemmed mainly from the 
substantial build-up in National Government deposits with CB, a large portion 
of which represented proceeds from the flotation of T-bills, while the rise in 
foreign loans payable was due to additional foreign exchange inflows arising 
from the IMF Standby Credit Facility. 

Networth amounted to P726.5 million, representing an improvement of 
P49.5 million or 7.3 percent from end-December 1986. Said increase was traced 
largely to the growth in capital reserves and undivided profits by P30.4 million 
and P12.7 million, respectively (Table 17). 
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Table A-02. TEN PRINCIPAL IMPORTS 
1986 & 1987 
(FOB Value in Million US Dollars) 

Commodity Value Distribution Value Distribution 

1. Mineral Fuels, Lubricants & 
Related Materials 1,249 18.5 869 17.2 1 

1 2. Machinery Other than Electric 

3. Materials & Accessories for the 
Manufacture of Elec. Equipment 76 7 11.4 640  12.7 

/ 4. Base Metals 42 7 6.3 257 5.1 1 
5. Electrical Machinery, Apparatus 

& Appliances 45 1 6.7 3 3 3 6.6 

6. Transport Equipment 149 2.2 78 1.5 I 
7. Chemical Elements & Compounds 332 4.9 2 72 

1 8. Cereals & Cereal Preparations 134 2.0 168 

9. Explosives & Miscellaneous 
Chemical Materials & Products 303 4.5 210 4.2 

10. Manufacture of Metals 6 3 0.9 58 1 1 Total Ten Principal Imports 4,412 65.5 3,280 65.0 I 1 Others 2,325 34.5 1,764 35.0 1 
I Source: National Statistics Office I 
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Table A-03. MONTHLY VALUES OF EXPORTS AND IMPORTS 
1986 & 1987 
(FOB Value in Million US Dollars) 

1 9 8 7  1 9 8 6  
Month Exports Imports Exports Imports 

Total 5,720 6,737 4,842 5,044 

January 369 45 1 319 383 

February 3 96 440 367 368 

March 45 3 5 46 417 5 08 

April 415 509 397 43 5 

M ~ Y  479 580 433 419 

June 47 9 5 06 395 406 

July 5 02 626 411 400 

August 503 604 44 1 42 0 

September 5 04 65 1 410 419 

October 524 633 422 46 3 

November 525 565 409 409 

December 571 626 42 1 414 

Source: Department of Economic Research-International, Central Bank of the Philippines 

A 

t 
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- 
Table A-04. DIRECTION OF TkADE 
1986 & 1987 
(FOB Value in Million US Dollats) 

1 9 8 7  1 9 8 6  
Percent Percent Pacent Paeent 

Country Imports Distribution Exports Distribution Imports Disnibution Exports Dismhtion 

Toral 6,737 100.0 5,720 100.0 5,044 100.0 4,842 100.0 

United ~ t a i e s  1,488 22.1 2,064 36.1 1,256 24.9 1,717 35.5 

Japan 1,121 16.6 98 1 17.1 868 17.2 851 17.6 

European Economic Community 782 11.6 1,089 19.0 569 11.3 914 18.9 

Middle East Counmes 834 12.4 101 1.8 502 10.0 97 2.0 

ASEAN 687 10.2 507 8.9 511 10.1 351 7.2 

Socialist Countries 257 3.8 116 2.0 134 2.7 123 2.5 

Other Counmes 1,568 23.3 862 15.1 1,204 23.8 789 16.3 

Source: National StatisticsOfficc 
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Table A-05. PURCHASES AND SALES OF FOREIGN EXCHANGE BY CENTRAL BANK 
1987 
(In Million US Dollars) 

Purchases From Sales To 
Commercial Banks Commercial Banks 

TO& spot swap others1 ~ o t a l  spot swap others? 
Period (1)=(2+3+4) (2) (3) (4) (5)=(6+7+8) (6) (7) (8) 

Jan 
Feb 
Mar 
APr 
May 
Jun 
Jul 
Aug 
SeP 
Oct 
Nov 
Dec 

'~nclude transactions relative to (a) Foreign Currency Deposits of Commercial Banks; and (b) Exports of 
Secondary Gold per Circular No. 602 
21nclude transactions relative to (a) Withdrawal from Foreign Currency Deposits of Commercial Banks; and 
(b) Deliveries of Forward Commitments (LC., Oil, NSC, NFA, Circular No. 970, e tc )  

Source: Treasury, Central Bank of the Philippines I 
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Table A-06. CENTRAL BANK PORTFOLIO 
CREDITS OUTSTANDING 
As of End 1986-1987 
(In Million Pesos) 

Item 1987p 1986 

Total 74,734.3 83,472.8 

1. Loans and Advances 65,539.0 72,364.1 

A. Budgetary & Subscription 
Payment Loans 3,043.5 11,605.0 

B. Rediscounting 1 10,865.0 10,738.8 
C. Repurchase Agreements 611.3 745.3 
D. CFBP ~ o a n s ~  32,555.3 34,270.8 
E. APEX Loans 959.5 979.2 
F. IBRD ~ o a n s ~  277.4 302.3 
G. overdrafts4 12,75 3.4 9,865.0 
H. Advances Under Various 

Debt Restructuring Schemes 2,909.9 2,921.4 
I. Others 1,563.7 936.3 

2. Domestic Securities 5 9,195.3 11,108.7 

A. PW and ED ~ o n d s ~  58.1 52.8 
B. Treasury Notes 269.3 486.5 
C. Treasury Bonds 7,416.1 8,374.7 
D. Capital/Treasury Bonds 400.0 400.0 
E. Premyo Savings/ 

Biglang Bahay Bonds 353.1 
F. Capital/Treasury Notes 312.0 308.6 
G. Treasury Capital Bonds 35.7 28.7 
H. Treasury Bills 109.7 19.1 
I. Others 594.4 1,085.2 

'includes rediscount loans to PNB and DBP transferred to  the National Govern- 
ment. 
ZConsolidated Foreign Borrowings Program 
31nternational Bank for Reconstruction and Development 
4 ~ e t  of Special Account Balances 
S~xcluding~reasury Notes and Bonds issued against RPJapan Commodity 
Loan Agreement 
6Public Works and Economic Development 'Bonds 

Source: Department of Economic Research-Domestic, Central Bank of the 
Philippines 
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Table A-07. OUTSTANDING CENTRAL BANK REDISCOUNT LOANS, 
BY  INSTITUTION^ 
As of  End 1986-1987 
(In Million Pesos) 

Percent Distribution 
Institution 1987p 1986 1987 1986 

Total 7,706 7,563 100.0 100.0 

1. Commercial Banks 3,609 3,167 46.8 41.9 

( 2. Specialized Banks 3 34 320 4.3 4.2 1 
3 .  Thrift Banks 3 56 3 76 4.6 5.0 1 
4. Rural Banks 2,757 2,963 35.8 

39-2 I 
l ~ x c l u d i n ~  loans to  the National Government (budgetary loans), wbscriptton payments to  
international financial institutions and loan5 to PNB and DBP which were transferred to the 
National Government. 

Source: Department of Loans and Credit. Central Bank of the t'hilippines 
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Table A-08. OUTSTANDING CENTRAL BANK REDISCOUNT LOANS 
TO COMMERCIAL & RURAL BANKS, BY INDUSTRY 
As of End 1986-1987 
(In Million Pesos) 

Percent Distribution 
19873 1986 1 9 8 7 ~  1986 1 

( T o d  

I 
I 1. Commercial Banks 

/ a. Rice and Corn 
- I 

I b. Exports 

c. Emergency 1,768 1,856 27.8 30.3 

d. Others 105 137 1.6 2.2 

2. Rural Banks 2,757 2,963 43.3 48.3 

b. Supervised Credit 1,102 1,231 

c. Non-Supervised Credit 1,099 1,097 17.2 17.9 

d. Emergency 5 6 0.1 0.1 

I e. Others 

i 

Source: Department of Loans and Credic Central Bank of the Philippines 
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Table A-09. LOANS OUTSTANDING O F  COMMERCIAL BANKS, 
BY INDUSTRY 
As of End 1986-September 1987 
(In Million Pesos) 

September Changes 
Sector 1987 1986 Amount Percent 

TO tall 109,813.6 99,111.2 10,702.4 10.8 

Agriculture, Fishery and 
Forestry 12,262.8 13,267.6 -1,004.8 -7.6 

Mining and Quarrying 6.793.1 7,411.1 -618.0 -8.3 

Manufacturing 35,765.1 21,762.2 14,002.9 64.3 

Electricity, Gas and Water 630.2 1,006.7 -376.5 -37.4 

Construction 3,679.7 3,671.0 8.7 0.2 

Trade 14,247.1 13,711.7 535.4 3.9 

Transport, Storage and 
Communication 3,391.9 3,048.1 343.8 11.3 

Financing, Insurance and 
Business Services 10,158.8 12,928.7 -2,769.9 -21.4 

Real Estate 2,657.2 2,016.0 641.2 31.8 

Community, Social and 
Personal Services 5,301.4 4,264.3 1,037.1 24.3 

Others, n . e . ~ . ~  14,926.3 16,023.8 -1,097.5 -6.8 

' ~ a t a  reflected the transfer of non-performing assets of PNB 
'consists of past due items, items in litigation, domestic and foreign bills-clean. 

Source: Department of Economic Research-Domestic, Central Bank o f  the Phlippines 
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Table A-10. TOTAL LOANS OUTSTANDING OF COMMERCIAL BANKS, 
BY REGION' 
As of End 1986-September 1987 
(In Million Pesos) 

September Changes 
Region 1987 1986 Amount Percent 

I National Capital Region 80,426.2 69,277.6 11,148.6 16.1 I 
I I Ilocos & Mt. Province 458.8 78 3.6 -324.8 -41.4 I I 11 Cagayan Valley 482.5 447.5 35.0 7.8 I 
I 111 Central Luzon 1,675.0 1,897.3 -222.3 -11.7 I I IV SouthemTagalog 1,148.1 1,240.0 -91.9 -7.4 I 
I V Bicol Region 656.6 502.8 153.8 30.6 I 
I VI Western Visayas 4,908.1 4,113.2 794.9 19.3 I I VII Central Virayas 2,249.1 2,168.2 80.9 3.7 1 
I VIIl Eastern Virayas 278.9 337.3 -38.4 -17.3 1 

IX Western Mindanao 461.7 424.3 37.4 8.8 

I X Northern Mindanao 895.7 736.1 159.6 21.7 I 
I XI Southern Mindanao 742.3 800.9 -58.6 -7.3 1 

XI1 Central Mindanao 504.3 358.6 145.7 40.6 

' ~ a t a  reflected the transfer of non-performing assets of PNB ; excludes past due items, items 
in litigation, domestic and foreign bills-clean 

I SOYYC~: Department o f  Economic Research-Domestic, Central Bank of the Philippines I 



92 APPENDIX A 

Table A-11. LOANS OUTSTANDING OF THRIFT BANKS, BY PURPOSE 
As of End 1986-1987 
(In Million Pesos) 

I Sector 
Percent Distribution 

1987 1986 1987 1986 

Total 11,946.7 9,526.6 100.0 100.0 

Agriculture 2,680.2 1,617.6 22.4 17.0 

Commercial 1,727.6 1,146.5 14.5 12.0 1 
Industrial 636.0 1,033.0 5.3 10.8 1 
Consumption 388.8 346.5 3.3 

Others 

Source: Department o f  Economic Research-Domestic, Central Bank o f  the Philippines and 
Supervisory Reports Office, Central Bank of the Philippines 
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Table A-12. LOANS OUTSTANDING O F  SAVINGS BANKS, BY REGION 
As of End 1986-1987 
(In Million Pesos) 

Changes 
Region 1 9 8 7 ~  1986 Amount Percent 

Total 4,998.1 3,550.0 3,448.1 40.8 

National Capital Region 4,828.5 3,423.6 1,404.9 41.0 

I Ilocos & Mt. Province 0.2 0.2 100.0 

I1 Cagayan Valley 8.4 -8.4 -100.0 

I11 Central Luzon 73.6 46.2 27.4 59.3 

IV Southern Tagalog 60.3 43.4 16.9 38.9 

V Bicol Region 

V'i western Visayas 18.7 4.1 14.6 356.1 

VII ~ e n t r k l  Visayas 2.8 13.1 -10.3 -78.6 

VIII Eastern Visayas 

IX Western Mindana~ , 7.4 6.9 0.5 7.2 

X Northern Mindanao 

XI Southern Mindanao 6.6 4.3 2.3 53.5 

XI1 Central Mindanao 

a ~ s  of September 1987 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A - 13. TOTAL LOANS OUTSTANDING O F  PRIVATE DEVELOPMENT BANKS, 
BY REGION 
As of End 1986-1987 
(In Million Pesos) 

Region 
1 9 8 7  1 9 8 6  Changes I 

Total Ratio Total Ratio Amount Percent / 

1 National Capital Region 983.6 32.6 1,457.3 49.4 -473.7 -32.5 I 
I Ilocos & Mt. Province 23.2 0.8 21.9 0.7 1.3 5.9 

I1 Cagayan Valley 

/ I11 Central Luron 979.7 32.4 780.3 26.4 199.4 25.5 1 
IV Southern Tagalog 790.1 26.2 459.1 15.6 331.0 72.1 

V Bicol Region 20.9 0.7 27.4 0.9 .-6.5 -23.7 

VI Western Visayas 101.3 3.3 103.1 3.5 -1.8 -1.7 

VII Central Visay as 55.1 1.8 41.7 1.4 13.4 32.1 

VIII Eastern Visayas 1.4 0.1 1.5 0.1 -0.1 -6.7 

I IX Western Mindanao 
- I 

X Northern Mindanao 34.2 1.1 32.3 1.1 1.9 5.9 

30.4 1.0 XI Southern Mindanao 27.4 0.9 3.0 10.9 

XI1 Central Mindanao 

Source: Department of  Economic Research-Domestic Central Bank of the Philippines 3 
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Table A-14. LOANS OUTSTANDING OF SPECIALIZED 
GOVERNMENT BANKS~, BY PURPOSE 
As of End 1986-1987 
(In Million Pesos) 

Percent Distribution 
I tern 1987~  1 9 8 6 ~  1987 1986 

Total 9,768.2 11,928.2 101)rO 100.0 

Agriculture 2,561.2 2,986.5 26.2 25.0 

Commercial  269.2 149.8 2.8 1.3 

Industrial 1,330.2 393.3 13.6 3.3 

Real Esta te  1,215.1 1,331.2 12.4 11.2 

Consumption 104.2 80.6 1.1 0.7 

o the r s2  4,288.3 6,986.8 43.9 58.5 

' ~ o n s i s t i n ~ o f  the Development Bank of the Philippine% Philippine Amanah Bank and 
Land Bank of the Philippines 
Z~inancing, insurance, business services and others 
a ~ f t e r  transfer of selected assets and liabilities of one specialized government bank to the 
National Government 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-15. LOANS OUTSTANDING OF SPECIALIZED 
GOVERNMENT BANKS,~ BY REGION 
As of End 1986-1987 
(In Million Pesos) 

Region 
Changes 

1987 1986 Amount Percent 

Total 4,345.4 5,363.9 -1,018.5 -19.0 

National Capital Region 2,624.4 4,287.0 -1,662.6 -38.8 

I Ilocos & Mt. Province 185.1 61.8 123.3 199.5 1 
I1 Cagayan Valley 324.6 267.4 57.2 21.4 1 

111 Central Luzon 6 94.3 287.2 407.1 141.7 1 
IV Southern Tagalog 67.6 5 3.2 14.4 27.1 1 
V Bicol Region 154.6 116.1 38.5 33.2 1 

VI Western Visayas 90.8 71.2 19.6 27.5 

VII Central Visayas 47.6 -47.6 -100.0 ' 

VIII Eastern Visayas 

IX Western Mindanao 73.7 76.5 -2.8 -3.7 

X Northern Mindanao 38.6 28.2 10.4 36.9 

XI Southern Mindanao 78.8 60.6 18.2 30.0 

XI1 Central Mindanao 12.9 7.1 5.8 81.7 

'consisting of Land Bank of the Philippines and Philippine Amanah Bank I 
I Source: Department o f  Economic RrsearchDomestic, Central Bank of the Philippines I 
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Table A-16. LOANS OUTSTANDING OF RURAL BANKS, BY PURPOSE 
As of End 1986-1987 
(In Million Pesos) 

Percent Distribution 
Sector 1 987a 1986 1987 1986 

Total 7,143.0 6,790.5 100.0 100.0 

Agriculture 5,492.0 5,471.7 76.8 80.6 

Commercial 690.0 566.6 9.7 8.3 

Industrial 205.0 187.7 2.9 2.8 

Others 756.0 5 64.5 10.6 8.3 

'AS of September 1987 

Source: Supervisory Reports Office, Central Bank of the Philippines 

C 
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Table A-17. WEIFHTED AVERAGE INTEREST RATES 
1986-1987 
(In Percent Per Annum) 

Nominal ~ e a l ~  
1987 1986 1987 1986 

I I. Borrowing Rates of Banks I 
a. -WAIR on  interbanki 11.965 12.387 8.165 11.587 
b. Savings Deposits (4.530 7.993' 0.730 7.193 
c. Time Deposits (All Maturities) 9.767 14.770 5.967 13.970 
d. Manila Reference Rate (MRR) 

60 Days 9.380 12.380 5.580 11.580 
90 Days 9.000 12.620 5.200 11.820 
180 Days 9.750 13.310 5.950 12.510 
All Maturities 9.310 12.380 5,,510 11.580 

11. Lending Rates 

I e. Secured Loans (All Maturities) 13.295 17.348 9.495 16.548 I I 111. Central Bank Rates I 
f. RfP Rates (Term) 13.682 20.091 9.882 19.291 
g. Reverse RfP (Term) 11.636 13.247 7.836 12.447 
h. overdrafts2 21.544 21.515 17.744 20.715 
i. Emergency Loans and ~ d v a n c e s ~  13.172 18.410 9.372 17.610 
j. ~ e d i s c o u n t s ~  10.000 10.000 6.200 9.200 

IV. Central Bank BillsfTreasury Bills 

k. CB Bills (All Maturities) 10.812 19.082 7.012 18.282 
1. Treasury Bills (All Maturities) 12.887 16.040 9.087 15.240 

1 2Data furnished by CB Treasury Office 
Average prescribed rates 

3 ~ h e  prescribed rediscount rate was reduced to  10.0 percent in December 1986 from 11.75 percent in 
September 1986 and 12.75 percent in November 1985. In computing the real rediscount rate, the end- 
period inflation rate was used 
4~omina.l rates less the average inflation rate for the year 

Sources: Treasury, Central Bank of the Philippines and Department of Economic Research-Domestic, 
Central Bank of the Philippines 
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Table A-18. WEIGHTED AVERAGE INTEREST RATES ON DEPOSITS/ 
SECURED LOANS OF SAMPLE COMMERCIAL BANKS, 1986-1987 
(In Percent Per Annum) 

Time Deposits Secured Loans 
Savings 1 Year > 1  Year Over 1Year > l y e =  Over 

Period ~ e ~ o s i t s '  & Below to 2 Years 2 Years & Below to 2 Years 2 Years 

1986 Jan 8.795 12.573 13.744 14.388 18.308 24.000 22.086 
Feb 8.780 14.122 15.542 19.728 17.721 42.000 20.204 
Mar 8.778 16.018 15.892 21.247 24.521 26.000 23.642 
A P ~  8.775 14.376 13.068 20.099 21.724 32.629 20.190 
May 8.847 14.438 15.663 17.160 18.328 26.000 20.751 
Jun 8.509 11.170 11.203 15.973 16.747 30.000 18.376 
Jul 8.202 111328 11.685 -13.410 16.5 12 22.559 20.897 
Aug '7.928 10.853 12.839 11.542 15.383 21.454 22.101 
Sep 7.131 10.168 9.912 13.194 16.258 20.115 16.108 
Oct 7.009 9.447 11.183 11.956 14.468 18.517 15.789 
Nov 6.809 9.712 12.442 11.782 14.686 17.785 14.727 
Dec 6.352 8.365 8.580 9.858 13.879 16.631 15.910 

1987 Jan 5.218 7.435 11.987 8.683 12.777 14.000 14.884 
Feb 5.145 6.359 6.923 8.475 11.238 14.259 14.044 
Mar 4.791 5.889 7.088 8.877 12.173 13.945 13.220 
A P ~  4.8 07 7.259 11.987 9.924 12.371 11.732 12.590 
May 4.866 7.321 9.077 10.257 12.676 14.114 13.828 
Jun 4.366 8.008 5.437 10.447 12.864 19.559 13.159 
Jul 4.315 9.316 7.534 10.800 12.793 15.310 14.502 
A"g 4.307 7.626 7.310 10.288 13.830 16.437 14.016 
SeP 4.25 1 8.672 8.701 10.289 12.943 14.508 14.634 
Oct 4.154 9.037 9.658 11.463 14.006 15.809 16.297 
Nov 4.06 1 9.549 8.667 11.727 14.467 15.548 15.099 
Dec 4.074 10.798 8.130 11.217 16.241 16.905 16.842 

'From January 1986 to November 1987 rates on savings deposits were revised due to the amended report 
submitted by one commercial bank dated January 7, 1988. 

Soum: Department of Economic ResesrchDomestic, Central Bank of the Philippines 
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Table A-19. REAL INTEREST RATES' 
1987 
(In Percent Per Annum) 

Lending Rate Time 
Secured Loans Savings Deposit 

Month (All Maturities) Rates (All Maturities) 

January 

February 

March 

April 12.39 4.8 1 9.57 
M 

May 12.85 4.87 9.90 

August 13.88 4.3 1 9.87 

September 13.03 4.25 9.93 

October 

November 

I December 

' ~ e a l  interest rates correspond to  the difference between nominal interest rates 
(weighted average interest rates) and annual inflation rates 

Sources: Department of  Economic Research-Domestic, Central Bank of the Philippines 
and National Statistics Office 
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Table A-20. NUMBER OF FINANCIAL INSTITUTIONS 
As of End 1986-1987 

Percent 
Institution 1987 1986 Change 

I 1. Commercial Banks 

1 2. Thrift Banks 

( I .  Specialized Government Banks 104 

I 4. Rural Banks 

5. Non-Bank Financial Institutions 1 

'~nclude non-stock savings and loan associations, mutual building and loan associa- 
tions and private insurance companies 

/ Sovrrr Supervisory Reports Office, Central Bank of the Philippines I 
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Table A-2 1. OUTSTANDING DEPOSITS OF THE BANKING SYSTEM 
As of End 1986-1987 
(In Million Pesos) 

1 9 8 7 p  1 9 8 6  
Itcm Total Demand Savings Time Total Demmd Savings Time 

I. By Institution 179,230.9 23,413.1 97,431.2 58,386.6 166,277.7 20,266.7 84,609.6 61,401.4 

1. Commercial Banks 151,794.5 21,978.5 82,155.2 47,660.8 138,026.2 19,650.6 70,881.2 47,494.4 

2. 'Thrift Banks 15,047.1 395.9 9,827.0 4,824.2 12,964.7 411.0 7,639.0 4,914.7 

a Savings Banks 9,170.7 218.2 6,617.6 2.334.9 7,021.9 166.8 4,538.4 2,316.7 . 
b. Private Development Banh 3,596.8 177.7 1,918.6 1,500.5 3,315.5 213.2 1,583.4 1,518.9 

c. Stock Savings and Loan 
Associations 2,279.6 - 1,290.8 988.8 2,627.3 31.0 1,517.2 1,079.1 

3. Specialized Government Banks 8,025.3P 1,015.7 2,584.0 4,425.6 11,519.7 184.6 3,682.2 7.652.9 

4. Rural Banks 4,364.0' 23.0 2,865.0 1,476.0 3,767.1 20.5 2,407.2 1,339.4 

'AS of September 1987 

Soutee9 Depatmenr of Economic Research-Domestic, Centrd Bank of the Philippines and Supavisory ReportsOffice, C m h l  Bank of the Philippian 
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Table A-22. FOREIGN CURRENCY DEPOSIT SYSTEM 
As of End 198601987 
(In Million US Dollars) 

I tern 1987 1986 

Gross Resources 2,754 2,714 

Of which: 

Deposit Liabilities 1,173 1,080 

Demand 19 10 

Savings 5 50 446 

Time 604 624 

Placements/Lendings 2,547 2,406 

Banks 1,687 1,487 

Non-Banks 860 919 

Net Earnings After Tax 149 12 

Source: Foreign Exchange Regulations Department, Central Bank of the Philippines 
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t 

Table A-2 3. PHILIPPINE OFFSHORE BANKING SYSTEM 
As of End 1986-1987 
(In Million US Dollars) 

Item 1987 1986 

Gross Resources 3,367 3,900 

Of which: 

Deposits/Borrowings 3,282 3,837 

A. Banks 3,271 3,829 

B. Non-Banks 11 8 

Placements! Lendings 3,291 3,824 

A. Banks 2,163 2,691 

B. Non-Banks 1,128 1,133 

Earnings and Expenses 

A. Earnings 345 365 

Onshore 109 110 
Offshore 2 36 255 

B. Expenses 305 352 

C. Net Earnings After Tax 38 11 

- 
Source: Foreign Exchange Regulations Depiutmenc Central Bank of the Philippines 

A 
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Table A-24. MONEY MARKET TRANSACTIONS, BY INSTRUMENT 
1986-1987 
(Volume in Million Pesos/WAIR in Percent Per Annum) 

I tem 
1 9 8 7  1 9 8 6  Percent 

Volume WAIR Volume WAIR Change - i 
Total 

Interbank Call Loans 

Promissory Notes 1 131,085 9.562 158,656 13.581 -17.4 

I Repurchwe Agreements (private)' 2,912 12.735 46,146 13.882 -93.7 1 
- 1 Repurchase Agreements (~0vernment)L 854 13.730 7,908 17.121 -89.2 1 

Certificates of Assignment (private)' 

Certificates of Participation (private)' 

Commercial Paper (Non-Financial) 

Commercial Paper (FinanciaI) 

Central Bank Certificates of Indebtedness 

Treasury Bills 

DBP Bonds 

Other Government Securities 

'including those with tax j 
Source: Department of Economic Research-Domestic, Central Bank of the Philippines 1 
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Table A-25. STOCK MARKET TRANSACTIONS 
1986-1987 
(Volume m Million Shares/Value m Million Pesos) 

1 9 8 7  1 9 8 6  Percent Changes 
Item Volume Value Volume Value Volume Value 

T o d  315,703 31,523 58,601 11,470 438.7 174.8 

Commercial and Industrial 594 9,638 379 7,901 56.7 22.0 

Mining 119,929 15,251 24,394 3,211 391.6 375.0 

Oil 195,180 6,634 33,828 358 477.0 1,752.8 

Source: Department of Economic Reseach-Domestic, Central Bank of the Philippines 

1 
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Table A-26. PUBLIC DEBT OUTSTANDING' 
As of End 1986-1987 

Percent 
I tern 1987p 1986 Q'ange 

Internal Debt (In Million Pesos) 162,641 144,351 12.7 

National Government 152,106 108,085 40.7 

Local Governments 161 16 1 0.0 

Government Corporations 9,707 12,411 -2 1.8 

Guaranteed 7,854 10,987 -28.5 

Non-Guaranteed 1,853 1,424 30.1 

Monetary Institutions 667 23,694 -97.2 

External Debt (In Million Pesos) - 320,903p - 

External Debt (In Million US Dollars) -- 15,639 -- 

National Government -- 5,362 - 
Local Governments -- 3 -- 

Government Corporations -- 5,561 - 

Monetary Institutions -- 4,713 -- 

'~xcludes  transferred debt of the Philippine National Bank and Development Bank of the Philip- 
pines to  the National Government 

Sources: Government Securities Department, Department of Loans and Credit, Cash Department, 
Management of External Debt Department, Central Bank of the Philippines; Development Bank of 
the Philippines; Land Bank of the Philippines and the Bureau of Treasury 
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+ 3 

Table A-27. GROSS NATIONAL PRODUCT BY INDUSTRIAL ORIGIN 
1986-1987 
(In Million Pesos, At Constant 1972 Prices) 

I Item 1987= 1986' 1 

1. Agriculture, Fishery and Forestry 

1 a. Agricultural Crops 
b. Livestock and Poultry 
c. Fishery 
d. Forestry 

I 2. Industrial Sector 30,433 28,204 I 
a. Mining and Quarrying 
b. Manufacturing 
c. Construction 
d. Electricity, Gas and Water 

I 3. Services (Tertiary Sector) 37,068 35,354 1 
a. Transportation 
b. Trade 
c. Finance 
d. Other Services 

Private 
Government 

Gross Domestic Product 

Net Factor Income from Abroad 

f Gross National Product 93,617 89,115 1 
GNP Growth Rate (In Percent) 

'~dvance estimates as of December 1987 

Souwe: National Statistical Coordination Board 
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Table A-28. CONSUMER PRICE INDEX IN THE PHILIPINES, NATIONAL CAPITAL REGION (NCR) 
AND ALL AREAS OUTSIDE NCR 
1986-1987 
(1978=100) 

PhPipmes National Capital Region AM Areas Outside NCR 
Pacmt Percent Pacent 

Commodity Group 1987 1986 Change 1987 1986 Change 1987 1986 

All I m s  368.7 355.3 3.8 395.5 370.5 6.7 363.6 352.3 3.2 

Food, Beverages & Tobacco 343.0 329.1 4.2 364.6 342.4 6.5 339.6 327.1 3.8 

Non-Food 404.4 391.4 3.3 424.3 396.6 7.0 399.4 390.1 2.4 

Clothing 416.9 404.5 3.1 468.8 433.5 8.1 406.4 398.6 2.0 

Housing & Repairs 376.8 358.9 5.0 400.2 362.1 10.5 369.5 357.9 3.2 

Fuel, Light & Water 520.0 511.0 1.8 593.0 554.1 7.0 506.6 503.0 0.7 

Services 389.1 376.9 3.2 392.1 375.3 4.5 388.2 377.4 2.9 

Miscellaneous 371.4 360.5 3.0 3'78.8 365.6 3.6\ 369.9 359.5 2.9 

Source: National Statistics Coordinating Board 
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AGRICULTURAL 1. Circular No. 1151, August 27, 1987. Amends certain sections of. the Policy 
LOAN FUND Manual which govern the availments of eligible banks from the Agricultural Loan 

Fund (ALF) issued under CB Circular 1075 on August 15, 1985. 

BANK 1. Memorandum to All Banks, July 8, 1987. Orders the liquidation of Piso 
LIQUIDATION Development Bank, by the Special Assistant to  the Governor and Head, Super- 

vision and Examination Sector V as its designated liquidator, in the manner indi- 
cated in the master liquidation plan for banks under liquidation, and in the im- 
plementing liquidation planlrules approved under Monetary Board'Resolution 
No. 364, dated April 12, 1985, as amended by Monetary Board Resolution No. 
380, dated April 10, 1987. 

BANK 1.  Circular No. 1131, January 30, 1987. Provides deletion of a paragraph in 
OPERATIONS various sections of Books I, I1 and 111, respectively, of the Manual of Regula- 

tions for Banks and Other Financial Intermediaries in order to reflect the termi- 
nation of the Cash-Held-In-Trust Agreement between the Central Bank and the 
Philipp'ne National Bank pursuant to MBR No. 1146, dated December 12, 1986. .J 2. Circular No. 1134, Febnrary 11, 1987. Sets a deadline on June 30,1987 for 
the filing of claims for guarantee payment under Letter of Instructions (LOI) 
No. 1242 as implemented by Circular No. 876, dated May 28, 1982. The pay- 
ment program applies to the Philippine National Bank (PNB) and all ~ r a l  banks 
with Masagana 99 arrearages as defined in said implementing Circular No. 876. 
3. Circular No. 1166, December 16, 1987. Approves the amendment of parag- 
raph 7 of Section 1161 (Book I) and Paragraph 1 of Subsection 3161.7 (Book 
111) and the addition of Item d to Section 2161 of Book I1 and Item 3 of Section 
41664 of Book IV of the Manual of Regulations for Banks and Otber Financial 
Intermediaries requiring the adoption of the uniform system of accounts pres- 
cribed in the Central Bank Manual. 
4. Circular Letter to All Commercial Banks, Expanded ~ommekia l  Banks, 
Specialized Government Banks and Tbrifi Banks, February 1, 1987. Sets forth 
general policies and procedural requirements as additional guidelines on the 
requests of banks to undertake deposit pick-up service in Metro-Manila and 
Metro-Cebu to supplement the requirements and conditions provided in existing 
regulations on the deposit pick-up service. 
5. Memorandum to All Banks and NBQBs, May 25, 1987. Requires banks and 
non-bank financial intermediaries performing quasi-banking functions (NBQBs): 
(a) to set up on a regular basis valuation reserves or allowances for probable 
losses against loans and other risk assets, in view of the need for these financial 
institutions to reflect the true asskt value of their loans and other risk assets at 
any one time; and (b) to submit to the appropriate supervising and examining 
department of the Central ~ a r l k  on or before June 30, 1987 a copy of such 
system and to submit thereafter any subsequent changes therein, 
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CURRENCY 1. Circular No. 1141, April 13, 1987. Provides guidelines and procedures for 
the expeditious withdrawal from circulation of unfit currency notes in order that 
the Central Bank could maintain a clean note policy. 
2. Cfrcular Letter, February 24, 1987. Quotes the self-explanatory letter from 
the Philippine Embassy of Lima, Peru as endorsed by the Ministry of Foreign 
Affairs to the Governor advising of the change in the Bolivian currency. 

EXPORTS 1. Circular No. 1129, Janua y 26, 1987. Provides that proceeds and payments 
for exports shall be received in designated currencies. 
2. Circular No. 1154, September 4, 1987. Provides for the inclusion of the 
Brunei dollar, Indonesian rupiah, and Thai baht in the list of acceptable curren- 
cies for payments of exports. 
3. Circular Letter, January 12, 198 7, Provides reporting requirements and proce- 
dures to be followed by banks regarding export transactions and forfaiting 
features. 
4. Circular Letter, Februay 3, 1987. Enumerates the names of firms registered 
with the BOI and under PD 1789 known as the Omnibus Investments Code. 

EXTERNAL 1 .  Circular No. 1138, April 6, 1987. Provides for a scheme to  govern the settle- 
DEBT ment of foreign exchange obligations of the National Government and fourteen 

non-financial public sector corporations. 
2. Circular No. 1139, April 6, 1987. Provides for the guidelines t o  govern the 
rescheduling and consolidation of debts of the Philippines with c~editor count- 
ries participating in the Paris Club. 
3. Circular No. 1148, June 29, 1987. Deletes paragraph 9 and amended parag- 
raphs 7 ,  8, 10, and 11 of Circular No. 11 39 dated April 6, 1987. 
4. Revised Circular No. 11 11, October 20, 1987. Provides for a program for the 
conversion of Philippine External Debt into Equity Investments. 
5 .  Circular No. 1164, November 23, 1987. Provides for rules and regulations 
governing the purchase in foreign exchange of Philippine Debt Paper by local 
banks. 

GOVERNMENT 1. Circular No. 1162, November 17, 1987. Reiterates the policy adopted since 
SECURITIES October 1982 suspending the reserve eligibility of government securities under 

the reverse repurchase operations of the Central Bank subject t o  certain condi- 
tions. 

IMPORT 1. Circular No. 112 7, January 9, 1987. Provides a schedule for the liberalization 
LIBERALIZATION of the importation of particular commodities described in attached annexes 

2. Circular No. 1128, January 9, 1987. Provides a schedule for the liberalization 
of the importation of particular commodities described in attached annexes, 
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I 
3. Circular No. 1149, June 29, 1987. Provides that the importation of commodi- 
ties listed in Annex A-1 hereof shall no longer require prior approval of concerned 

- 

government agencies. 
4. Circular No. 1150, July 23, 1987. Provides for the acceleration of the sche- 
duledliberalization of commodities listed in the attached annexes. 
5. Circular No. 1161, November 5, 1987. Provides a list of commodities that 
may now be imported without prior BOI approval. 
6. Circular No. 1167, December 24, 1987. Provides a list of commodities that 
may now be imported without prior approval of concerned government agencies. 
7. Circular Letter, February 10, 1987. Includes Corn (UP 044.01.00lEP 044. 
02.00) in the list of liberalized commodities under Circular 1109 dated July - 

18, 1986. 
8. Circular Letter, June 11, 1987. Reminds authorized agent banks to  strictly 
observe the provisiohs of Section 8, No. 35 of CB Circular No. 1029 dated 
October 12, 1984, requiring prior approval from the BOI of importations of 
liberalized consumer durable goods/electronic products under Appendix 21 of 
said circular. 

9. Memorandum to Authorized Agent Banks, January 12, 1987. Provides that 
all Authorized Agent Banks (AABs) shall transmit directly to  the CICCO a daily 
report of LCs opened covering importations of liberalized (NEC 9) items listed 
in Annex 1 of Circular No. 1 128 dated January 9, 1987. 
10. Memorandum to Authorized Agent Banks, July 1, 1987. Requires all 
authorized agent banks to transmit directly to the CICCO weekly and daily 

. reports of LCs covering importations of liberalized commodities listed in CB 
Circular No. 1149 dated July 1, 1987. 

\ 

11. Memorandum to Authorized Agent Banks, July 23, 1987. Requires all 
authorized agent banks to transmit directly to the CICCO weekly and daily 
reports of LCs covering importations of liberalized and deregulated items listed 
in CB Circular No. 1150 dated July 23, 1987. 

IMPORT 1 .  Circular No. 1136, February 27, 1987. Amends Circular No. 968 dated 
REGULATIONS November 2, 1963, such that reserve requirement on marginal deposits on 

import letters of credit is reduced from 100% to 50%. 
2. Circular No. 1142, April 10, 1987. Repeals CB Circular No. 11 36 dated 
February 27, 1987 on the reserve requirement on marginal deposits on import 
letters of credit. 
3. Circular No. 1165, December 4, 1987. Provides that the importation of 
Toluene be subject t o  prior approval by the Philippine Constabulary Firearms 
and Explosives Unit. 
4. Circular Letter, May 20, 1987. Provides for the termination of the submission 
requirement of the quarterly report on imports covered by letters of credit 
exempted from the 50% margin deposit requirement. 
5. Memorandum to All Banks, March 30, 1987. Provides a copy of Joint Order 
No. 1-87 issued by the Department of Finance, Department of Trade and 
Industry and the CB on March 6, 1987, regarding the comprehensive import 
supervision scheme. 
6. Memorandum to All Banks, March 18, 1987. Announces the availability of 
the 9th Commodity Loan of the Philippines from the Overseas Economic Coope- 
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ration Fund (OECF) of Japan in the amount of Y1.0  billion to finance import- 
ation of eligible commodities. Also provides a list of said eligible commodities. 
7 .  Memorandum to All Banks, March 24, 1987. Provides a copy of the supple- 
ment to paragraph 3 of Joint Order No. 1-87 promulgated pursuant to Memo- 
randum Order No. 63 dated January 21, 1987 regarding the comprehensive 
import supervision scheme. 
8.  Memorandum to Authorized Agent Banks, March 13, 1987. Implements the 
Comprehensive Import Supervision Scheme (CISS) circularized through CBP 
Memorandum to All Commercial Banks and All Concerned dated March 10,1987. 

INVISIBLE 1. Circular No. 1157, September 28, 1987. Provides for an amendment t o  
RECEIPTS/ Section 15 of Circular No. 1028 dated October 12, 1984. 

PAYMENTS 2 .  Circular No. 1159, October 6, 1987. Revoked CB authority to  exchange into 
pesos the foreign currencies of the general public (including tourists, transients, 
etc.) and to buy the same from foreign exchange agents; allowed commercial 
banks to extend tellering services to  arrivingldeparting tourist cruise vessels only 
upon prior approval of the SES I. 
3. Circular No. 1163, November23, 1987. Provides for an amendment to Section 
102 of Circular No. 960 on acceptance of foreign currency notes for deposit in 
foreign currency accounts. 
4. Circular Letter, February 24, 1987. Quotes the self-explanatory letter from 
the Philippine Embassy of Lima, Peru as endorsed by the Department of Foreign 
Affairs to  the Governor, regarding change in Bolivian currency. 
5. Circular Letter, March 10, 1987. Quotes contents of self-explanatory message 
via Swift dated March 10, 1987, regarding CIC Paris Check letters lost or stolen 
in totally blank condition. 
6 .  Memorandum to Authorized Agent Banks, August 12, 1987. Required that 
all applications to open letters of credit andlor to purchase foreign exchange for 
whatever purpose and under any mode or terms of payments by the enumerated 
firmslindividuals (16 in all) be referred to the CB through CICCO for appropriate 
action. 

LOANS AND 1 .  Revised Circular No. 11 11, October 10, 1987. Contains the revised guidelines 
INVESTMENTS relating to  the Philippine Government's program for the conversion of external 

debt into equity investments in Philippine enterprises. The implementing guide- 
lines were amended to include government-acquired assets being managed by the 
Asset Privatization Trust, as well as government-acquired commercial banks as 
preferred areas of investment, and adjusted the fee structure based on a sliding 
scale depending on the amount of new money used to  finance the debt-equity . 
swap. 
2.  Circular No. 11 30, Janualy 29, 1987. Amends subsection 2 301.1, Exclusions 
from Loan Limit, of Book I1 of the Manual of Regulations for Banks and Other 
Financial Intermediaries t o  add a new item which reads "e. The outstanding 
balance of deposit accounts of thrift banks with commercial banks in accordance 
with Monetary Board Resolution (MBR) No. 1 3  1, dated February 14, 1986." 



114 APPENDIX B 

The same paragraph is added to item "a" of Subsection 2116.2, Definitions1 
Explanations of Terms and Phrases. 
3. Circular No. 1132, February 3, 1987. Amends portions of Books I, I1 and I11 
of the Manual of Regulations for Banks and Other Financial Intermediaries 
in order to  revise the bases for computing total demand deposit liabilities which 
are subject to  reserves pursuant to MBR No. 33 dated January 9, 1987. 
4. Circular No. 11 35, February 23, 1987. Amends Item e of Section 13 14, 2 3 13 
and 3315 of Books I, I1 and 111, respectively, of the Manual of Regulations for 
Banks and Other Financial Intermediaries t o  read'as follows: 

. 

"e. The lending bank shall keep a complete record of all pertinent loan docu- 
ments, such as but not limited t o  the original copy of the Certificate of Time 
Deposits subject to  assignment or hold-out; Deed of Asggnment or hold-out 
agreement; and written waiver of the depositor required in item ' I f '  below, 
which shall be made available for inspection and/or examination by the appro- 
priate supervising and examining d e q m e n t  of the Central Bank." 
5. Circular No. 1140, April 13, l'987. Provides additional. provision to  sub- 
sections 1355.9b, 2357.9b and 3364.6b pertinent to  loans covered by the 
Quedan Guarantee Fund of Books I, I1 and 111, respectively, of the Manual of 
Regulations for Banks and Other Financial Znterwediaries. 
6. Circular No, 1147, June 19, 1987. Amen* subsections 1303 5.a, 2303 5.a 
and 3303 3.a of Books I, I1 and I11 of theManua1 of Regulations for Banks and 
Other Financbl Intermediaries, respectively pertinent to "Accrual of Interest 
Earned on Loans" by providing for the non-accrual of interest income for un- 
matured loan/receivables with indications of doubtful collectibility; and "On 
Accounts Considered Past Due" as contained in subsections 1304 l.e, 2304 l.c, 
3304.a and 4304Q 1.e of Books I t o  IV of same manual by considering the 
entire outstanding balance of the loan as past due when the total amount of 
arrearages, irrespective of the number of installments in arrears, reaches 20  per- 
cent of the total outstanding balance of said loan. 
7. Circular No. 1148, June 29, 1987. Deletes paragraph 9 and amends paragraphs 
7, 8, 10 and 11 of Circular No. 11 39 dated April 6, 1987 relative to the regula- 
tions requiring all borrowers with accounts subject to Paris Club rescheduling t o  
deposit the peso equivalent of principal and interest to the Central Bank which 
shall provide forward cover on these liabilities. 
8. Circular No. 1155, September 4, 1987. Amends subsection 1304.6 (Book I), 
2304.6 (Book 11) and 4304Q6 (Book IV) of the Manual of Regulations for 
Banks and Other Financial Intermediaries pertaining to the restructuring of 
loans, such that restructured loans shall be defined as loans that were past due 
and whose terms and conditions of grant have been modified in accordance with 
a restructuring agreement 
9. Circular No. 1156, September 22, 1987. Deletes the section on schemes to  
attract Deposits and Promotional Campaigns designed to attract Placement of 
Funds from Books I-IV of the Mavual of Regulations for Banks and Other 
Financial Intermediaries. 
10. Circular Letter, February 3, 1987. Provides a list of firms registered with the 
Board of Investments (BOI) under Presidential Decree No. 1789 known as the 
Omnibus Investments Code. 
11. Circular Letter to All Commercial, Thrift and Rural Banks and Non-Bank , 
Financial Intermediaries No. 87-01 (IGLF), January 12, 1987. Redefines cottage, 



Central Bank Regulations in 1987 115 

small and medium industries as enterprises excluding agriculture whose total 
assets before financing are as follows: cottage industries-over P50,000 and up 
to P500,OOO; small industries-over P500,OOO and up to  P5 million; and me- 
dium industries-over P5 million and up to P20 million; and revises loan ceilings 
for each category as follows: cottage industries-P0.4 million; small industries- 
P4.0 million; medium industries-P16.0 million; or the maximum loan allowable 
based on an 80:20 debt-equity ratio, whichever is lower. 

RESERVE 1. Circular No.  1132, February 3, 1987. Amends portions of Books I, I1 and 111 
REQUIREMENTS of the Manual o f  Regulations for Banks and Other Financial Intermediaries in 

order t o  revise the bases for computing total demand deposit liabilities which 
are subject to reserves pursuant to MBR No. 33 dated January 9, 1987. 
2. Circular No. 1133, February 9 ,  1987. Provides that pursuant to MBR No. 140 
dated February 6, 1987, Special Time Deposits (STDs) and deposit substitutes 
arising from the lending operations of the Industrial Guarantee Loan Fund 
(IGLF) and the Agricultural Loan Fund (ALF) Programs shall be exempt from 
the legal reserve requirement provided under the pertinent provisions of Circular 
No. 1121, dated November 14, 1986. 
3. Circular No. 1136, March 3, 1987. Reduces the reserve requirement on m a r  
ginal deposits on import letters of credit from 100 percent to 50  percent. 
4. Circular No. 1142, April 10, 1987. Reimposes the 100 percent reserve require- 
ment on marginal deposits on import letters of credit effective April 15, 1987, 
thereby repealing Circular No. 1 1  36 dated February 27, 1987, which lowered 
said requirement from 100 percent to 50  percent. 
5. Circular No. 1153, September 3, 1987. Amends Section 1291 (Book I), 2291 
(Book II), 3291 (Book 111) and 4291 (Book IV) of the Manual of Regulations 
for Banks and Other Financial Intermediaries on  CB regulation requiring that 
funds deposited for projects under the special financial program of the govern- 
ment and/or international financial institutions shall also be subject to legal 
reserve requirements similarly imposed on deposit substitutes. 
6. Circular Letter, July  24,  1987. Amends Section 5 3  of Central Bank Circular 
No. 1062 dated May 28, 1985 pertaining to the provision on Technology Trans- 
fer under the subsection "Royalties and Fees or Rentals" and allows the remit- 
tance of royalties, fees or other forms of payments to a foreign company or 
foreign-owned company under technology transfer arrangements, net of taxes, 
provided the agreements are registered with the Bureau of Patents, Trademark 
and Technology Transfer of the Department of Trade and Industry (DTI) which 
assumed the function from the Technology Transfer Board. 

RURAL 1. Circular No. 1143, April 24,  198 7. Issues guidelines governing the implement- 
BANKS ation of the program to assist rural banks experiencing financial difficulties. 

2. Circular No. 1152, September 1, 1987. Provides for the deletion of Sub- 
section 3 175.13 of Book I11 of the Manual of Regulations for Banks and Other 

Financial Intermediaries which requires CB-SES I11 approval prior t o  the acquisi- 
tion of motor vehicles, office equipment and other commodities by rural banks. 
3 .  Circular No. 1158. October 5, 1987. Amends Section 6, 10  and 16 of Circular 
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No. 1143 dated April 24, 1987 governing the implementation of the program to i , 
assist rural banks. I 

4.  Circular No. 1160, November 2, 1987. Deletes Section 3149 and all its sub- 
sections in Book 111 of the Manual of Regulations for Banks and Other Financial 
Intermediaries which pertains to the salary and compensation benefit programs 
of rural banks. 


