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I have the honor t o  submit the Fortieth Annual Report (1988) 
of the Central Bank of the Philippines pursuant t o  the provision of 
Section 37 of Republic Act No. 265, as amended. 

The report contains a review of economic and financial develop- 
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and other activities, including a statement on the Bank's financial 
position for the year. 

Very respectfully yours, 
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Philippines, and t o  preserve the international value of the peso and convertibility 
of the peso into other freely convertible currencies; 

b) T o  foster monetary, credit and exchange conditions conducive t o  a 
balanced and sustainable growth of the economy." 
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Republic Act No. 265, as amended 
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An economic movement mwmd J tmsnhbggmwth w a a ~ e v i d e n t  in 1988. 
Ecommic cxprnsion funha accelerated w 6.7 pacmt, with output inrealtams 

la' 
m r d i  rhc lugcsc inerrw dnce 1979, aa domatic demand s p d  by the 
signifisant growth in fixed investments ~ICW stronger unda an environment of 
wntinucd political stnbility andbusine9optimism.Imrcsmrent dcmud intendtied 
to lead ewmmic growth during the yar ,  with consumption, pnrricutrly by the 
private sector, growing but at a deeelartcd pace. Tbc rik in aggregate danand 
was pnerrIly i ~ ~ m m o d a t c d  by i n a d  utilization of the indumid and 
KRtices seeton. The upwing in private construction which could be traced to 
incrasod demand for reaidacid and c o m m d  centen and the grntcr avail. 
ability of house tluancing, was the main mpree of grow& in the indusuial sector. 
The negative gmwth in qricuItumI output in the previoua yeu wrr mami in 
1988, aa the igriculouxl, fishcry sad foraay r n o r  ro~ovacd &ciently fmm 
the ill effects of the drought in 1987. Red p a  capita output improved from an 
annual growth of 2.6 pacmt in 1987 to 4 3  in 1988. With the hnpmvcd invest- 
ment climate, the uncmpbyment ntc dropped to 9.7 percent from 113 percent 
in 1987. Meanwhile. despite demandpush influionary prcbnua, the inflation 
n t e  was wntaincd at singledigit levels. 

Tbc National Government in 1988 recorded a budgaprg d d i  of P20.3 
binion, equivalent to a &her ratio m GNP of 2.5 percent compared to the ratio 
of 2.4 percent in 1987. Despite the stronger economic pafonnmcc. revenue col- 
lcctions fen below program tugcu whik cxpadinuer &rm a a lower than pro- 
grammed rate. 

Signs of suMined economic growth werc also evident in the external m. 
The ovenll b b e c  of payments (BOP) surplus in 1988 rcBected m improvement 
of almost a hund~ed pacent to $516 minion following subnrncid pins talized 
in the wansfas and d h  invcatmenrr accounts. The mvid of invarment activity 
was acwmpanied by a rapid ma- in imports, mninly of capital goods, raw 
materials and intamediie goods. S i c  the absolute inaanent in impomexceed- 
ed that in exports, a deterioration in the mach.ndk tnde account was mod- 
ed d d n g  the year. However, the i n a c w  in uansfas, pnrricularly inflows from 
private entities u weU as aids and gtanrs from major i n d W  powas. more than 
neutmlizcd the dcteriontbn in the merchandise and mu-machandii m d e  rc 
m t a  and con uted m the nnnowing of the d d i  in the eurrent account 
Meanwhile gP" ect i n m e n o  more than uipled following rencpred foreign in. 
veston' mDtidmce in the economy. the rationalization of invcstma~t incentives 
unda the Omnibus Invcamcnt Code introdud al y a r  and the conwrdon of 
debt into equity. The in- in d i i  invuunenta helped to offset therhortfds 
in medium and long-tam and rhorr-tam capital inflows, leading to a d g n i f i i t  
improvement in the nomnonntry capital account. Thcsc favorable external 
developments rcnrlted in the impwvancnr of the net intanatiod resuves of 
both the monetary authorities and the w m m a d  b* ryaem. The gmo 
intanational r n a v n  of the Central Bank at $2,058.9 million aa of end-1988, 
equnrlcnt w 2.1 months of impom of goods and savicca, exceeded last year's 
I d  by almost $100 million. The p m d o k r  exchange rate which continued m 
be market dctamined waa recorded at P21.335ldok at end-1988, m p r k i  a 
rlight depreciation of 2.6 percent fmm the level posted in end-1987. The *rive 
r t l b i  of the value of the peso rrfkaed in part the modcnrion of domacie 

. ,  idation and mewed foreign hnraon' co&dace in the economy. 



To achieve ruarined growth while mahahiq  p r h  rpbility, the mom 
ury authorities continued to take an ~ e d t i v e  yet prudent ncance in 

I 
monauy management Thii stanec wid dnrd in the annual growth nta of 
both -e money and domestic l i q d k y  which wae higher in 1988 than in 

i 1987. Bank acdiu to the private sector also contiuucd to increase. Policy mer- 
sures rcnuhed mrrkct-orientcd to promote ct&iency in rcaoucce ure. Pricing 
policy w u  gepted t o d  p m v i d i  the correct signals for private 
derisiom In this regard, depite a perceived u p m d  
yar, inraac rate moVemenP rrm.ined essentially 
finmcid system and make it more hupportivc of economic objcctivn, the prin- 
tizPion prognrn intended to rrduce the scope and size of govcmutcnt pmence 
in brnkig continued. By ad-1988, four out of sh government banks wac prt- 
ly or wboly acquired by the private sector. Unda the Ccntnl Bank's r&&ilh.- 
tion program for Rusl banlts m enhmce the saviciug of the 4 s  of the &caE 
curd sector, 500 rural banks wnc apprpvcd for nh.bdbion as of md-1988. 
At the same time the C a t n l  Bank movd to further -hen its examination 
and supmisory functions by developing &edive arly warning dcdca 
and seeking more speedy legal ranedii w h e m a  neeesnry. Dwing the par 
sub~potL1 inaepva in capid were infused into the commercial banking syatem 
thereby inaeuing depositor protection uh pro- additional capacity to 
curgriskrrpms. 

pluy mcuunr in the e x t d  sector akuinued to be murketorkntcd md 
g a r  t o w d  improving economic dficiacy and enbanciag the cormay's aom- 
paitivc position in the incumhnal mnrket. The p a  exchange rate, whi& was 
daamined by the fm intephy of market f o r b  in the foreign exc- - 
ka, p n d y  mimined export armpetit~eow while h d p k  to connibmeto 
domestic price M i .  The continued implcmmution of the impon 
don program helped to a s s w  bcal pmducera chat their import requiremema 
would be m a  and impmved further the compditiveans of Philippine acporca in 
the world market as a rault of the reduction in the corn of imported inpm 

The basic thrua of the Gomnmem's e n a d  debt m a n ~ c l l f  saueey 
in 1988 continued to be the reduction of the debt savice in order m provide 
room for continued economic gmwrh. Debt duerion w u  reaomplbhed rhmtlgb 
Wious markn~rientcd p- as the CB looked into the viability of sebanca 
that could mitigate the dcbt bunleo tluolngb conversion to aome of domatic 
finmciai and real .anr The debt-ro-quity @erne was supplemeoted by debt- 
for- md debt-fordebt mangemera as well u other new achmrcr whicb = 
duced the debt sock and dcbt service payments. 

J 

* 



MAIN DEVELOPMENTS S 

INTERNATIONAL Signs of the restoration of the dynamics of gmwth in the economy were evident 
SECTOR in thc improvement of the BOP, the muugment of which continued to be o m  

of the priority itansof poli+as in 1988. Philippine o n d  transactions in 
1988 yielded an over& balance of payments surplus of $516 millin, h s t  
twice the surplus registered in the previous year (Table 1). Both the current and 
the nomonetary capital accounts recorded improvanents relative to laa year. 
Moreover, revaluation gains amounring to $83 million were r&ed in third 
currcncydenomi~llfed assets and liabilities of the Central Bank and in dismnnts 
m residents &sing from debt c o ~ n / r e d u a i o n  schemes, in shup contrast to 
the S78 miUion revaluation l o s s  incurred in 1987. Meanwhile, monetization of 
gold declined by 14.0 percent to $314 minion due to lower gold  purchase^ by 
the CB. Without mheduling, the overall payments positimn would hrve been a 
deficit of $908 million, 31.5 percent better than the compurble fylwe for the 
prrvious yar .  

The deficit in the current account narrowed down significantly by 16.0 percent 
to $373 million ow& to the inrre~se in transfen whih more than neunnlized 
the deroiontion of the merchandise and n o n m a f h m d k  t d c  accounts. 

The machandk tnde gap widened from $1,017 million a year ngo to $1.085 
nillion due m the larger absolute increment of imports A t i v e  to exports. Aggre 
gate exports advanecd considcnbly by 23.7 percent m $7,074 million. helped 
by the suong performance of both tradiriwnd and non-tradiiional products(Tab1e 
2). As the domestic economy g.ieed further momentum pad u the international 
m d e  environment continued to bc conducive to the gmwth of developing coup 
tries' exports, patly as a result of the removal of G o l a l i e d  System of Prefer- 
ences (GSP) privileges for some competing A s h  m u n t h ,  all categories of now 
t n d i t m d  exporn, which recounted for more thantbrnfoutths of mtll exports, 

with the exception of rice and machinery and transport equipment, rcflected u p  
aendn Notable gains were registered in the shipments of elefvonic equipment 
and parts (up by $357 million), which were supported by the sugoincd world 
demand for such pmducts as tmristors, micmrircuits and semironducror 
devices, garments ($219 million) as stmng d e w d  persisted in both quota and 
nonquota markets; w p p a  metal ($133 million) which was propelled by the 
sharp rise in metal prices abmd;  and fish ($100 million), particularly shrimps 
and prawns, due to the sustained danand from Japan, the United Statai and the 
E u m p ~  Economic Community (EEC) as well u the penetration of new marken 
such as Belgium. Likewise, all major groupings of tditiiod exports, with the 
ueeption of fruits and vegetables, posted inerases although on a more modest 
scale. Noteworthy, however, waa thc sbup upturn in the u p o n  of coppa c o n  
eenaota which rose by $107 million in response m stmng demandandimpmved 
metal prices abroad. To a considerable extent. the imprmf of expon growth also 
-cd from the implementation of domestic exchange rate and trade policies 
wbicb were supponive of trade. First, the flexible exchange rate policy helped 
asintain competitiveness with competing countries and trading partners. S c  
d, the scrinuing implementation of the Import Libenlization Program help- 



TLLI* 1. BALANCE OF PAYMENTS 
n- lrrr 
1 l l l l l a U S m h )  

t3mat Account, Total -373 

E. Podgn la-mcl 986 
kbfkw 1,077 
O&ow 91 

::: I 
113 

P. Short-Tam Capid, Net -205 60 

. . 

EL Monethtion of Gold 3 14 365 

L Allocation of SDR 0 

J. Revaluation Adjustments 83 
Of which: Debt reduction 73 

516 * .  
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P i i  1. CURRENT ACCOUNT AND MBRCHANDISE TRADE SURPWSIDEFIm 
1975-1988 



I 
lblc 2. EXPORTS BY lldAJOR OMMODlTY GROUP 
I87 - 1988 
'ohrme H 080 MT; Unk hh. in US$/MTI FOB V h  h uS#M) 

, ..- - .  
a .  A,. . -~--- ~ 

,,. . . - . < ,  1 9 8 8  
~0-w"' ' , :- ' Vohnnc Rice v* 

I. Traditiolul Exports 1,606 

Coeanut Pmducw 578 

CoPn 80 349 28 129 249 
Coconut Oil 793 515 408 1,031 370 
Desiee~tcd Coco~lut 88 889 78 
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ed reduce the cost of imported production inputs. Thii, wious export pmmo 
rion mersws designed to maximize foreign exchange earnings from the sale of 
Philippinemade commodities abrod remained in place during the yar. 

Imports were buoyed up by arong burinar activity particularly in the 
mptluf.enrriq seeror, the stockpiling of raw materials and i n t w d i c  goods 
by induariw t a k i i  advantsge of favorable import prices and the relatively stable 
achange rate as well as industry's need to replace and modernize capital quip 
m a t ,  especinny in the drrnonics g n o r  (Table 3). As expected, the lmport 
Liberalhation Pmgrnm nlso mnrributed to higher imports. All of the 1,229imm 
lined up for libenlization unda Phase lof the Pmgrmn had M y  been made 
freely importable by Apd of this year while Phase I1 rvrraIrcady underway by 
yearend. As a result, m t e  impom s q e d  by 21.1 p a c a t  to $8,159 million, 
with all major mmmodicy groupings, with the exception of & a 1  fuels and 
lubricants, displaying u p e n d s  The moa pronounced absolute gains were posted 
in capital goods and raw materiala and i n t a m d i e  pods  which advanced 
nppreciably in response to mewed optimism rcgudiq the investment potentials 
of the economy. Among capital goods, rrricnlr of elccaical and non4&cd 
machincry and tmnsport q u i p m a t  expanded mnsidmbly whik amoqg raw 
materials md i n t a m d i t e  goods, purchases of matedab and accessories for the 
m u f r ~ t u r c  of cl&cal equipment, manufacnuca of imn and steel, chcmicrlr 
and EN& inedible mated& rose shatply, with absolute inaesdn in all these pro- 
ducrs cxceeditlg $100 million each On the other hand, impom of m i n d  fuels 
and 1uMants dropped by 12.2 percent mainly ss a result of the soh- of 
avenge p m h  aude prices fmm $16.99 per burd  in 1987 to $13.31 pa 
barrel in 1988. 

Net turns of trade improved by 6.1 percent from 118.0 index points (1 985= 
100) to 125.2 index points this y a r  (Table 4). Undulp.ingthisfa~rPbIedevclop 
mmt wae the improving prices of h o s t  all export commoditis md the decli- 
ning trend in pet~olcum prices. 

The balance of the non-merchandise trade account deteriorated into a deficit 
of $77 milkon, as outflows accelerated at a fmer rate than inflows. Receipts 
&om services grew by 4.4 percent to $3.606 million in 1988. reflecting b*rr 
inward rcmittan~s of personal income (by $65 million) a6 the number of work- 
ers deployed ovmeu increased by 4.8 percent to 471,030; operating expmra 
of branches of foreign companies ($61 million); withdrawals of 3431547 deposits 
in pesos ($64 million), commirriom m d f m  ($31 million); other transportation 
($27 million); and freight and machandii insurance ($25 million), foUowing 
the expansion in expom. In contrast, drawdowna from the Economic Support 
Fund shrank comidcrably (by $128 million) as with inflows from travel ($53 
million) in spite of the higher number of tourist arrivals. With the lev* of intcr- 
~ t i o d  rerervar lower during the greater pprt of tbis y n r  relative to last year. 
inweat income of the Central Bank Wre\aiae dropped by $57 million. Meanwhile, 
invisible paymars climbed by 6.6 percent to $3,683 million. with subswntial 
gains reflected in frcieht and mercbandiu innuance (by $121 million) following 
the growth in imports, and other transportation ($56 million). With regard to 
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Figure 2. PORBIGN TRADE BY PRINCIPAL COMMODFFIBS 
Ten Lading Impom 
1987-1988 



P i r e  3. FOREIGN TRADE BY AREAS AlPD COUWTRIBS, 1988 





interest expaue, p r d h h q  dam r d e d  that it c o n ~ e d  by SS2 million to 
$2,159 million and c o d m t e d  58.6 pacent of total outnows in 1988 M against 
61.0 pcrccnt in the pmious yar .  

Net inward &as reached $789 million in 1988.37.7 pacent h i i a  than tbc 
1987 level. This came about as inflows from pasod mnittanees as well as aids 
and grants kom the U.S., Austral& Japan, Canada and the Nethalands advanced 
considaably. 

NON-MONETARY CAPITAL 

In 1988, there was a rignicant improvunmt in the Mance of the n o n - m o m  
capital account to 5492 million from $421 million in the previous ycu. The 
trebling of net direct invgunmts was the principal reason behind tbi d d o p  
m a t .  Net inflows of medium- and long+am (MLT) capital twned around from 
a surphs of $159 million Im yeat to a deficit of $329 million this ycu as repay- 
m a t s  accelerated by 10.7 pacent andgross avpilmenn contracted by 8.7 pacent. 
The latter droppcd to $2,372 million as availments of both pipeline louu and 
the amount of rescheduled loansreceded. Pipdm loans d e e d  substantidly 
from $425 million to $259 minion. Loans deemed rescheduled likewise contract- 
ed by 10.4 pacmt  to 51,424 million. Of thi, 43.9 pacent were owed m the 
Puis Club and the remainda to foreign c o r n m a d  banks. It must be noted, 
however, that the second round of rescheduling with the Paris Club expired Lst 
August 31,1988. It was, therefore, arnuned that maturities (100 pacent of p ~ c i -  
pal and 70 percent of interest) arning September 1, 1988 amounting to $249 
million would be covcml by the thud round of re~heduliing with the P u L  Club. 
In contrast. new money inflows ldvlnced by 18.2 percent. Meanwhile, remy- 
m m v  rose by $262 million to $2,701 million in 1988 primarily on account of 
hi iha payments stemming from the debt-equity conversion progmm. 

The balance of the &on-tam capital account likeuiK dctaionted to a 
deficit of $205 million from a surplus of $80 million in the previous year. Tbis 
development was traced mainly to the net repayments made under the Trade 
Facility which amounted to $153 million in 1988 as against the net u t i l i i o n  
of $390 million Ian year. Thii more than neumlized the effects of greater ex- 
port advances and higher availmats under DIA and OIA arrangements. 

Offsetting the unfavorable pafomanees of both the MLT and sbon-rem 
capital accounts was the remarkably strong showing of direct inverrmats whicb 
more than trebled to 5986 million, following mewed foreign inverton' confi- 
dence in the economy and therationPhzotion of investment incentives unda the 
Omnibus lnvutmcnt Codc introduced late last year. Inflows from new foreign 
investments in the country, foreign debt conversions and bank inta-branch 
operations registered substantial inaenscs. Concomiuatly, outflows of invest- 
ments conmcrcd by 19.5 percent to $91 million. 



INTERNATIONAL RESERVES 

The gross international rwnm of the Cennnl Bank reached USS2.058.9 million 
by yearend, reflecting an incrcax of USS100.2 million or 5.1 percent from the 
end-1987 level. At this current level, rarerves were equivalent m 2.1 montbs im- 
pons of goods and savico. 

For three consecutive quarters during the year, the level of rcxrveo was 
consisrmdy on the downtrcnd, registering rates of chrmgc ranging from negative 
4.6 percent to negative 7.8 pment. However, during the last quartcr,pnrticularly I 
during the last two montbs of the year, gross reserves recovered dramatically 
posting an o v c d  i n a e s c  of 26.4 percent for the period. 

The drop in Central Bank reserves during the first quarter was trace- 
able mainly to 70% dcs of foreign exchange ro the National Govanment 
for its debt servic i i  requirements ($296 million) as well as to Central Bank 
servicing of its own foreign exchange obligations ($278 million). These 
drawdowns were partially offset by (1) deposits of the Treasurer of the Phil- 
ippines of the proceeds of the Economic Recovery Loan from the World Bank 
(5101 million) and the co-financing from the Export-Import Bank of Japan 
($100 million) and (2)nct purchases of foreign exchange kom commercial b& 
(in the amount of $1 12 million). Reserves continued w J d i e  during the second 
and t h i i  quarters of 1988 due principally m the debt servicing q u i r a n m o  of 
both the Nationd Govanment and the Central Bank. cushioned only by inflows 
arising from net foreign exchange purchases from commercial banks, purchnscs . 
of primary gold and US Reuury wprmnts, and the availment of the inn two 
branches of the IMP Standby Facility. 

In November, however, the level of gross reserves started to record positive 
growth and peaked at $2,058.9 million by the end of the quarter, the higheat 
l e d  achieved since r c m e s  fcU below $2 billion in October 1987. Accounting 
for this marked improvement were inflows d i g  from: loan proceeds of the 
Govanment Corporate Rdonn Program from World Bank ($75 millin) and 
c o b c i n g  from the Overseas Economic C o o p t i o n  Fund (5100 million); 
and proceeds of the OECF 15th Yen Package ($100 million); net deposits under 
the Trade Facility ($77 million); purchases of primary gold ($75 million); and 
p u r c b w  of US Treasury w m t s  (558 million). The inflows, however, were 
offset to an important extent by debt service paymentsmade during the quarter 
on maturing obliidons of the National Government (5425 million) and of the 
Crnual Bank ($217 million). 

The Central Bank's international rama at yarend consisted of gold (53.8 
percent). foreign investments (39.2 p a c a t ) ,  and foreign exchange holdiigs lad  
special drawing rights (SDRs) which togetha xcounml for 7 pacmr (Table 5). 

EXCHANGE RATE 

The peso waa gcnaally srabk in 1988. For the first eight months of the year, the 
peso-dollnr rate was on a gradually depreciating acnd, moving from the end- 
January level of P20.8700 to P21.0790 by endAugust (Table 6 and Fig. 5). 
T h a n f t a ,  the exchange rate depreciated more rapidly, rdlecting tho senso1111 
demand for foreign exdmqp m finance b u s h  inmtory requirements, and 
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peaked at P21.3920 by ad-October. Whm the s ~ o n a l  demand for fo+ 
exchange eased in November and Dcmnbcr, ho-, the peso lcvelkd off and 
in fact appreciated m P21.3350 by the end of the gar .  At this level, the 
dollar exchange ran  recorded a depreciation of 2.6 percent from a year arlict. 

In contrast. the pcso rdleeted a general appreciation over the year relative 
to other major currencies except the Japanex ym, against which it registered a 
0.8 percent depreciation. Gains relative to o tha  major currmcics were recorded 
as follow- 12.5 percent against the Swiss franc, 9.2 percent against the French 
franc. 8.5 pacent .goinst the Deutsche mark. and 1.4 percent against the pound 
sterling. 

O w  the same period, the peso weakened relative to the currencies of am- 
ly i n d o d i z i n g  economics, as follows: 2.1 percent vis-a-vis the Hongkongdollnr; 
2.8 percent vis-a-vis the New Taiwan dollar; 5.1 percent vis-&vii the Smgaporc 
dollar and 18.7 percent vis-a-vis the South Koran won. 

Based on a total tradeweighted basket of currencies of major i n d u d  
counaies (NEER-MIC), the peso at end-1988 indicatcda2.9 percentdepreciation 
from its year-ago level. Relative to cumnacs of competing wunnies over the 
same period, the peso's NEER registered a 3.3 percent depreeiation. Adjusted 
for relative price levels, however, rhe local curracy recorded appreciations of 
3.3 percent and 2.1 percent vis-a-vis the cunrncics of major industridand com- 
peting counmcs. respectively. 

The parallel market rate (based on the rate at which bulk dealers xll US 
currency notes) cloxd at P21.530 at end-1988. During the year, the diffuential 
between the pardlel and official mtes remained relatively n-w. indicating the 
general alignment of the official exchange rate with prevailing market conditions. 

FOREIGN EXCHANGE LIABILITIES 

At the close of December 1988, the country's total foreign exchange liabilitia 
reached $27,915 million, dropping by $734 million ot 2.6 pacent from the level 
at end-1987 (Table 7). Accounting mainly for the decline were debt con-4 
to equity amounting to $648 million, adjustments arising from audit of OAIDA 
credits of $194 million, peso prepayments of $175 million, debt for ~ s ~ t  swap 
of $108 millian and adjustments for foreign exchange fluctuations of $94 million. 
The contraction was partly offset by net avrilmmts of $286 million in medium- 
and long-term loons and $179 million in short-term trade c rd~ t s ,  as well as by 
the capitalization of interest of $127 million under the Paris Club second round 
of rescheduling. 

In large pan, outstanding foreign exchange liabiitia comprixd debts of 
the non-banking sector (69.0 percent of the total), while 30.1 percent and 0.9 
percent wcre banking wctor liabilities and export advances, respectively. 

Classified by maturity. short.ram debt accounted for 13.9 percent of to& 
foreign exchange liabilities, and medium- and long-r~m debt for the balance of 
86.5 percent. 

Classified by creditor type. 48.9 percent was owed to banks and financial 
institutions, 23.3 percent to bilateral wurca, 18.2 percent to mulrilaterd imi-  
turions. 7.5 percent to suppliers and 2.1 percent to orhcr crediwrs. 
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Trade credits covmd by the Trade Fadlity ruched $2,891 million as of 
end-December 1988, $19 million lower than the commitment level of $2,910 
million. Of the actual level. $1.914 million were direct trade aedits and $977 
million were deposits with the Central Bank. 

DEBT REDUCI'ION PROGRAM 

Total applications received under the debt-to-equity conversion program reached 
405 as of end-December 1988 with an aggregate d u e  of $1,826.7 million (Table 
8). Of thk total, 87.2 pacent or 353 applications valued at $1.242.9 million wae 
approved for conversion, and only four (4) applicauons amounting to $9.3 mil- 
lion are still being processed by the Central Bank. The other applicarions w a e  
citha inactive, denied, outhidded, deferred by investors, or withdrawn by thek 
proponents. 

By type of investment, Schedule 2 or p d d  investments comprised 79.2 
percent of t hedueof  approved debt-to-equity conversions;thuc mainly involved 
investments in export-oriented enterprises. government assets for privatization. 
agricultural production and in projects h e d  in the lnvormmt Priorities Plan. 

Of the transactions approved for conversion. 59.2 pacent or 209approds 
valued at $623.8 million w a r  closed or finally redeemed. T h e  in\nolvcd the 
prepayment in Philippine pesos of the fouowing: Central Bank debt of $488.4 
million. p r i m  sector obligations of $103.4 million, and public sector debt of 
$8.8 million and the infusion of $23.1 million ofifre& money requirements. 

C l d i e d  by nationality of investors. FiUpmo or resident investors account- 
ed for 46 percent of the total d u e  of a d  conversions made. Among the f o r  
eign investor groups, the Americans. Chine~lHongkong and Japanae w a e  the 
most active participants. with a combined &arc of about 70 pacent of r o d  d u e  
of closed transactions with non-&dents. 

On the whole, the debt-to-equity convasionprognm reduced the counhy'r 
aunannding debt by $738 million including those conversions made under the 
Philippine Long-Tam Equity Fund sinceCirculu 11 11 w u  h d  in August 1986. 

Meanwhile, debt reduction under otha schemes i.e.. (1) payment of debt 
in pesos to the creditor's a$signee who invested in a Philippioe enterprise unda 
CB Circular No. 1111 (Excluded Investment); or (2) payment of the debt in 
paos to a aeditorlosrignee who accepted the pesos for its own account (Debt- 
for-Debt Swap, o t h a  No~tions)  amounted to $365 million. SimMy, a swap of 
debt for wets nuncd o m  to the Asset Rivptization Tnuc Fund (APT) rook 
place during the yepr amounting to $109 million (Table 8A). 
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Table 8. STATUS REPORT: DEBT-TO-EQUITY CONVERSION PROGRAM 
As of End-December 1988 

lillioll - - 
Numbcr of 

lcan Appbriom 

1. Appli~tions Received 405 1,826.7fO 
(Total) 

By Invcrrment Clucifieotion 
R c f d  (Schedule 2) 359 1,422.03.8 
Lcrr Preferred (Schedule 3) 48 40J.6?2 

11. Approved Applications 353 1,242.865 
C T d )  

Refmcd (Schedule 2) 
lar Prcfaxcd (Schedule 3) 

111. Closed Tnnsactiom 209 
(Total) 

CB Dcbt Papa 158 
RivlteSeetor Debt Paper 
Puhfic S e a r  Debt Paper 
Fmh Money 0 

IV. Pending Applications 4 

V. Denied Appliadom 

W. Inactive Applications 

nL D c f d  A p p L i ~ ~ t i o ~  6 

'IIL Withdrawn Applications 14 

Zlneludn USS39.3S9mlllon fomlpording lo the M o m d  portion of 1S applicubns. 

3 ~ w  of qpht ionr  deferred per request of rppkic.rra/invermn 

4~ppUcatbna which have bem fomulIy arahhm prkr lo declio. e k e o n  by the Cenal  Bank 
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DOMESTIC MONEY, CREDIT AND INTEREST RATES Fwc. , , SECTOR Resave Money - 

1 Resave money (RM) movunents during 1988 reflected the accommodative yet 
cautions monetary policy stance in monetary management to support the objcct- 
iver of gtowth and stabiity (Table 9). 

At end-1988. RM stood at P66.5 billion, P9.6 bi ion or 17 percent hiia 
than the end-1987 level. The utpan6ion in RM was prinapaUy due to the riw in 
both currency issue and rcsme balances of deposit money bankswith the Central 
Bank by P4.8 billion and P4.9 billion, respectively. 

For the Pint three quart- of the year, RM dcclmcd by only 3.3 percent 
or P1.9 b i o n  to rcach P55.0 billion a t  end-Scptunber 1988. This dcvclopcd as 
National Government (NG) deposits with the C m d  Bnnk increased coming 
largely from the proceeds of auctioned Treasury bills and notes. The conmction- 
uy impm of inacased NG deposits with CB w s  p d y  offset by expansionq 
dmlopmeno d t i n g  from the increpse in CB's net other PMS representing 
i n m a t  paymenn on domenic liabilities and the improvement in the net foreign 
asex position of CB. 

During the last quarter, RM rose by P11.5 billion, a remsPl of the decline 
in RM during the previous thmc quart-. The expansion in RM in the last quar 
m resulted mainly from the CB's net purchases of fonzign exchange, the dmw- 
down in NG deposits with CB and intrrrrt payments on CB dome& obligations. 
The seasonal sbifr in preference for aansactional cash halanccn towads the last 
paR of the feud q u m a  was reflected in the increase of P11.4 biiion in cur  
rcncy b e  which accounted for the hulk of the inaenv in RM when v i d  
from the lishiliries side of the CB balance sheet 

Consequently. base money (coNiining of ranve moncy, resnvceligible 
government securities holdings of deposit money bnnks (DMBs) and aggeptc 
m e  deficiency of DMBs) in-d by P9.4 billion to reach P70.7 biUion at 
end-1988. 

Domatie Liquidity 

To accommodate the liquidity needs of a growing economy, total liquidity (M3) 
expanded by P36.2 billion or 22.7 percent during the year toreach P195.4 billion 
at end-December 1988. The current year's gmwth in M3 was almost double the 
annual growth mte obtained in 1987. The increase in M3 was mainly influenced 
by both the increase in the base money multiplier he., the ratio of wtd liquid- 
ity to base money) from 2.597 at end-1987 to 2.763, and the higher growth in 
reserve money. The base money multipliu 10% as the public's preference shifted 
from currency w deposit h o l d i  with the normalization of thecconomic , f i -  
dal and political environment end the stren@wnhg of the banking public's con- 
fidence in the financial system. 

By component, quasi-money (or savings plus time deposits) which accounted 
for the bulk or 68.2 percent of M3, accountedforthcgrowth inM3. Quasi-money 
grew by P29.8 billion or 28.8 percent during the year compared to a 10.6 pe r  
cent growth in the previous year to reach P133.3 billion as of the end of 1988. 
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As of End , .~ 
, -. ,- . . .. . :4 

1 Il. Net P a d p  As* - Moncwy A u t h d  (MA) -90,287 -99,699 -9.4 

I 
I 

1.0 Net lntcnucioarl Racrva - MA -10,768 -15.0% -28.7 
1.1 Crw lnmawional Rcrcrsrs 43,926 40,733 7.9 
1.2 s h ~ n m m  P- ~ i a ~ i i r i n  -54.694 -55.8~9 -2.0 

2.0 Medium- and Long-Tam For@n Li.bdtia -79,519 -84,603 -6.1 

Dl. Nat Domade Assea - MA 156,832 156,562 0.2 

1.0 Net Crrditr to the Nndond Government (MA) -51.479 -32.216 59.8 
of which: 
National Govnnment Deposits 

2.0 Auisaaec to Finand Inrtimtions 
of which, 
Ovadnfu 

3.0 R c p k  Rediscounting 
4.0 CB BBillrlRcvac IlPI 
5.0 Porwnrd Cow DifferrntLl 



Figure 6. RESGRVE MONEY 
(bud Growth Rates) 

In Pacmt 
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Specifically, rime deposits in-d by 31.2 percent in 1988 in contmt to its 
negative annual growth of 0.4 percent in 1987. Time deposits continued to yield 
positive real rerums, a factor which made this deposit inmnmmt armctivc to 
savers. Similarly, savings deposits re&tered a higher growth of 27.6 pment 
during the year and aggregated P90.2 L i o n  at the end of the M o d  wirh such 
improvements in bank services as automated teUa machina and credit card* 
among others. 

M+anwhde, money supply (MI), which comprkd 30.5 percent of M3,gmv 
by 14.4 percent and amounted to P59.6 billion at yearend. Cumncy in circula- 
tion, a component of MI, grew at a decelaated rate of 14.8 percent compared 
to the previous year's growth of 21.0 percent and reached P40.7 biion at end- 
1988. b a n d  deposits, the other component of MI. Plso grew at a lower rate 
of 13.6 pacent during the year and t o d e d  P18.9 biiion at yearad. On the 
o tha  hand, deposit substitutes which accounted for 1.3 percent of M3, declined 
by 29.7 percent or P1.1 billion and amounted to P2.5 billion at end-1988. 

N n  Domatie An- of the Monetary Syram 

Net domestic assets (NDA) of the monetary system aggregated P300.9 b i o n  
as of end-December 1988, reflecting an annual growth of P26.0 biiion or 9.5 
percent. The current year's expansion in NDA was relatively higher than the 
annual growth of 5.0 percent registered in 1987. asthemonetary system expanded 
its credit portfolio to men the herrased fiancing requirements of theeconomy. 

Net domestic credits of the monetary system which comprised 40.6 per 
cent of NDA i n d  by P13.6 billion or 12.6 p e n t  and rcached P122.0 
billion at year's end. The expansion in the monetary system's domestic credits 
primarily benefited the private sector as net credits to thu seetor posted a net 
increment of P20.5 billion during the period. The bulk of private -or acdiO 
were sourced from deposit mo&y hanks (DMBs) mainly in the form of loans 
and advances. This was reflective of banks' response to increased demand for 
financing to support the w i n e d  gmwtb in entrepreneurial activities. Specifc- 
dly, banks' ladings during the year were chaancllcd mostly to wholesple and 
d trade, manufacturing, red estate and business services and the ngr id tud  
sectors. 

The monetary system's net credits to the public sector at negative PlS.4 
billion at year-end registered a full year dedine of P6.9 billion. The contraction 
in publii sector credits could be traced to the build-up in National Covcmmmt's 
deposits with the monetary system from the net p m d s  of Treaaury bills and 
notes issued during the year. 

By institutional source, the bulk of the monetary system's cmlits were 
pmvided by DM% specifically the private commercial banks, in the form of 
loans and advances. The year's increase in DMBs' d m  was recorded at P30.3 
b i o n  or 23.0 percent. surpassing the growth of P21.5 b i o n  or 19.5 percent 
recorded in the previous year. On the o t h a  hand, net credits from the Monc 
tary Authorities (MA) deched by P16.7 billion to negative P40.4 billion,foUoa 
ing the suh&u1tiaI build-up in NG deposits with CB. 
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1987 '  Pcrcrnt 
eercalt Racalt 

Level S b e  h l  SlMe 1988 1987 

I Currency in CLcuLtion 40,696 20.8 35,452 22.3 14.8 21.0 
Danand Deposits 18.895 9.7 16,639 10.4 13.6 24.7 
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P i  7. DOMwTK LIQUIDITY 
(Annul Growth Rates) 



I 
Meanwhile, the net other pssts of the monetary system reacbed P178.8 I 

biion at year's end, representing an inerccuc of P12.4 billion or 7.4 percent 1 

from the previous yearb level. This was due largely to intcrra payments on CB's 
obligations. The expansion arising from this t d o n  was p M y  offset by the 
&didoazl isuanns of special saig CB b ib  in connection nith the debr-tw 
quity c o n d m  PC-. 

Commercial banks' a w q e  mnr position in Decemba 1988 posted a surplus 
of PO.5 billion, an i m p m ~ n e n t  of P0.2 billion from P0.3 b i o n  in Dccemba 
1987. On a monthly bash, cornmffcial badxi' c a m e  position reached a peak of 
P2.0 b i o n  in January and gradually declined during the remainimg momhs of 
the year, as banks accelerated lending activities to keep up with the i n a e d  
k c h g  requirements of economic activity. 

Witb tbe mnintenance of positive r d  interest rater on financial insmumma 
during the yeor, total resavable deposit liabilitks of m m m ~  banks in Decem- 
ba 1988 expanded by P34.2 b i o n  or 28.7 percent from the previous year's 
I d .  Available rcscwes of banks lii& incrrued to P28.8 billion, up by P4.9 
biion during the year while total requiml rcylyes amounted to P28.3 billion, 
&ring in en excesc r- position of P0.5 billion (Table 12). 

The composition of res~lyes in 1988 reflected the banks' continued pprc 
fmnce to hold deposit balances with CB, which earn 4 pemnt in intcrra, to 
reduce the cost of compliance with the rcscnte requirement. Deposit balances of 
banks with CB. af PZ0.2 billion at end-1988, consrimtcd the bulkor 70.0perecnt 
of avsilrble r s e ~ e r ,  &ha than the 68.6 percent ihpre in 1987. R- held 
as cash in banks' vaults which amounted to P44. billion comprised about 1 7 3  
percent of total rc~uves, higher than the piwious year's share to total r- of 
16.8 percent in anticipation of greater demand for liquidity in day-today opera- 
tions. Consistent with the policy of phuing-out rcyrvceliible government m u -  
rides (REGS). REGS hdd by bnnk amountcd m P3.7 biilian at end-1988 or 
12.7 percent of total mcrva, down from 14.6 percent in 1987. 

Expressed as a d o  to deposit liabilities, required rcxnr*r accounted for 
18.4 percent. down from 18.6 percent in 1987. The d o  of available resenes 
to deposits was maintained at 18.8 pacent as in 1987. but was stil l higl~athan 
tbe ratio of r equ id  reserves to total deposit8 for the mmc period 
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me I 1. NET DOMESTIC ASSETS ur I'HE MONETARY vx alem 
I of End 1987-1988 - 
. Net Domutic Credirs 

A. By Soum 

2. Dcpodt Money Banks 
Louu and Adwnca 
Domutic Seetvitia 
Lca: Government Dcporics 

. NW Other Items 178,840 166,474 

M. 121,897 IU 
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Figure 8. NET DOMESTIC ASSETS 
( A n d  C m d  Rates) 

CmmJ Bmk. O u t a n n d i  credits as of ad-1988 reached P72.0 billion, 
about P2.7 billion or 3.7 p m n t  lower tban the oum~ndi ig  level at the dose of 
1987. Loans and advances which accounted for the bulk or 90 percent of tot4 
CB ardics. declined by 1.3 percent to P64.7 billion. The contraction was lngely 
on account of the Rduccion in d i t  accommoda t i~~  under the w i o w  nedit 
facilities of CB such asrepurchase agreements (26.6 percent), rediiounting (8.5 
percent) and APEX (16.6 percent) as well as the repayments of advances to the 
NG which wae used m c o w  sub-tion payments to muhilored O ~ O I U  

(Table A-06). Holdings of government securities which made up the remaining 10 
percent of 0 ~ l S t ~ d i I t g  CB e d i  simiily dropped to P7.4 biiwn as of a d -  
1988, 20.1 percent below the end-1987 outstandii level of P9.2 billion primad- 
ly due to ncr s d a  and mlcmpdons of T m t y  rceuritia. 

The public sector remained the major beneficiary of CB credits. CB net 
acdit to the public sector, however, was 7.2 percat lower tban the ad-1987 
level due to the reduction in CB h o l d i i  of government securities and the repay- 



(In MiUion Per*' -4 

Deposit Bdanaes with the Centxd Bank 20,157.3 
Cash in Bank Vanlta 4,943.9 
Government Securities 3,665.8 
Fordgn BJDncea 10.2 

Required Racn,a  28,239.8 

Liquidity Ratio (In Percent of Deposit Liabilities) 

' ~ i m ~ l e  avenge of weekly ava.ges 

m a t  of NG loans. Of the total public sector mdirs oufsfanding, 89.3 percent 
was absorbed by the NG while the m a i n i i g  10.7 pacent went to g o m m e n t  
financial institutions and othm govcmrncnt entities. On the other hand, credits 
o u t ~ t ~ d i i g  of the private sector, which accounted for 32.8 percent or P23.6 
b i o n  of total CB portfolio credits as of end-1988, posted an annual growth rate 
of 4.6 percent. 

By maturiry, short-term credits continued to account for the bulk or 54.2 
percent of total credits which to provide CB with flexibiiiry in liquidity manwe- 
ment. LOPOJ payable on demand consistii of ovenhft accommodationrto corn 
mercial and thrift hanks represented 19.1 percent of total. Long-term c r d i  
whrch were mostly m tbc form of govanmmt securities accounted for 11.5 
pacent whiie medium-term credits shared 6.2 percent. The rcmBinmg 9 percent 
of total portfolio credits was accounted for by past due loans. 

Commmiol Bakt. Rdlective of the continued acceleration in economk 
activity, ounanding loans of commercid banks pixted a marked m u d  in- 
of 17.3 percent to P128.9 billion at end-September 1988 (Table A-09). 
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The sectoral di ibution of commc~ial bank loans during the review paiod 
Bowed that the bulk or 36.7 percent of total outstanding credits went to the 
manufacturing sector, 32.0 pacent higher than the levelin 1987. ThiswasfoUow- 
ed by rnde l o w  (14.1 percent of total) which grew by 27.1 pacent. Real estate 
loans which accounted for only 4.3 pacent of tbe total more tban doubled to 
P5.6 biion while l o w  to tbe electricity, gas and wata sector which had a fne- 
tiond ohare of 0.8 pacentsub$tant*uy roseby 72.7 percent to P1.1 billion. Otba 
sectors' loan availments which i n d  during the r o i m  paiod wae transport, 
storage and communication (20.3 percent); communiry, soei.l and personal ser- 
vice (18.8 percent); mining and quarrying (13.6 pacent);and agriculture,fiiay 
and foresay (5.3 pacmt). On the 0th- hand, commacial banks' loans to the 
foIlowing sectors dedined: construction by 32.5 percent and financing,insurance 
and business aavice by 2.6 pacent. The sum of past due items, items in litigation 
and domestic and fomgn bills at P13.4 billion dmilndy dropped by 10.3 paeeot. 

On +regional bask, tbe National Capital Region WCR) continucd to account 
for tbe b i i  share (75.6 pacmt) of toul c o r n m a d  bank loans outstanding, 
inerndng by 8.7 pacent ova the comparable paiod a ycpr ago to P87.4 billion 
nr ad-September 1988. Except for Regions IX and X which @ a d  declines, 
dl otha  regions p o d  increments, more notable of whim wac Regions V. I, 
vm. XI. n and vn ( T P ~ I ~  A-10). . . 

Thrift Banks. At P13.7 biUion as of end-Septemba 1988, outstanding em 
dits of thrift banks rox  by 34.7 pment or P3.5 biion from tbc end-%ptmrba I 
1987 lcvel as loans to dl sectorsposteduptums. Coammptionloansmse by 130.1 
pacmr; o tba  loans (consisting of t r ad i i  account mtitkr, ppn due 1- and 
discounts, item8 in litigation and bills purchased) by 51.8 pacmtiindusuial loans 
by 29.6 percent; real estate loans by 23.3 percent; commaeirl loans by 7.4 per 
cmt; and agrieuItural loans by 2.5 pmmt.  

Institution&, savings bpnk accounted for 48.5 percent of toul loans 
outstandii of thrift banks; sMck savings and loan associations, 28.1 percent and 
private development banks. 23.4 paccnt. Lana. of savings bankswae cbanndled 
lugdy to tbe National Capital Region (NCR) while loans of private dorelopment 
banks wae extended mostly to Region 111 md the NCR. 

SpcEiollied Gowrnmmt Banks. L o w  outstandii of speeirliKd govan- 
ment banks (SGBs) aggregated P1O.O biion prof end-September 1988, an in- 
of 13.7 percent or Pl.2 billion ova the ad-September 1987 I&. S p i d i r c d  
government banks extended 39.4 percent or P3.9 billion of its totnl aedica to 
tbe agricul~ral sector while tbe balance of P6.l billion or 60dpacent wasdiatri- 
buted as follows otba  loans, 22.4 pacent; industrial loans, 21.0 percent; real 
estate loans, 12.7 p e n t i  commercial loans, 3.6 percent;and consumption loans, 
0.9 pacent. 

Rural Bonk Total loans outstanding rt P7.8 billion of rural bpnk as of 
ad-Septemba 1988 i n d  by 9.7 percent or P0.7 biion from tbe yewago 
Icvel. 

By purpose, agricuioml loans continued to Pceuunt for the bulk or 73.4 
percmt of total rural bank outstanding loans even er loans to tbis sector posted 
tbe lowat annual increment of 4.7 pacmt. The remaining 26.6 pacent of o u r  
arndiig loans consisted of commadPI loans (10.8 pacent), indusnipl 1- 
(3.0 percent) and o tha  loans (12.8 percmt). 



Compared to the previous y a r ,  nominal interest rates were g e d y  bigha in 
1988 reflecting the combined effects of the acceleration in the inflation rate. 
higher foreign in- rates and the inorucd domestic financing requimena 
of both the public and private sectors. Mjustcd for inflorion effects, howcw. 
i n t w r  rates g e n d y  declined but continued to yield positive real returns to 
w a s .  

Com((~ercial Eank E a r n i n g  and L d n g  Rates. Except for the amage 
nominal yield on savings deposits which declined by 0.4 pacentage point to 4.1 
pacent, nomind interest ntes on o t h a  b& and lending inarumenrs of 
banks g e n d y  exhibited an u p m d  in 1988 (Tnblc A-17). The borrowing rpte 
on time dcpoaiu ams maturities subsuntially rore by 3.6 percenr~gc points to 
13.4 pacent which development conmbuted lnrgely to the inoruc  in time d r  
posit liabilities of the banking system. The overnight intabank call loan a l i k e  
wise IOX by 2.3 percentage poina reflecting increased demand of banks for _ evcruighr funds to cover required r- following the pickup in thek lending 

- -. activities. Interest rates on promiuory notes (MRRs) m u  all maturities averaged 
12.4 pacent, h i i a  by 2.9 percentage poiarp than the p rdous  level of 9.4 pa- 
cent. Following the uptrend in the cost of funds in the ma~kct. the avaage bank 
lendmg rates acms dl matuntie slndady increased by 2.7 pacentage points to 
16.0 percent. Meanwhile, the tcrm m c t u r e  of interest rates on both bornwing 

I 
and lending instruments of banks showed a positive slope as those with longa 
matulities fetched higha rates (Table A-18). 

Rates on Csntnrl Bank biWl+easuy bilk The average i n t a m  rate on 
Trersury bilk for all maturities significantly rose to 15.5 percent in 1988 from 
12.9 pacent in 1987 as the government increased its sale of reeurities. S i l y ,  
interest rates on Central Bank bills primarily issued for the purpose of the debt- 
rocquity conversion prognm noubly innused by 3.8 pacent to 14.6 percent. 

Central Bank Lending Razes. Except for the interest rate on overdnh. 
accommodations which dropped by 0.2 pacentage point to average 21.3percenc. 
Cenanl Bank credit facilities fetched generally higha interest ntes during the 
review period following the movement in market rates. The average rates on 
tam rcguh~ repurchase ngrcunents at 20.5 pacent and on tcrm wax repur 
chase agremcnts at 13.1 pacent increased by 6.8 percentage points and 1.5 
percentage poinu,rrrpenivcly, from the previous yar .  Following the rise in the 
average yield on W m r y  bilk, the prescribed rate on emergency loans and ad- 
vances went up by 3.2 percentage poinw to 16.4 percent. The rediscount nte, 
however. remained unchanged at 10.0 pacent. 
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F i i  11. RATES ON TREASURY BILLS 
(AU Monuitics) 

Pacmt P a  AMum 

J M M J S N D J  
I987 1988 
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I 
FINANCIAL SYmEM 

Number md  R e a ~ l ~  of Finamid hdtut ion8 

T o d  resources of the financial system aggregated P529.8 billion at end-Deeem- 
ber 1988, higher by P78.1 billion or 17.3 pacent than the level a ycu igo. A 
major Jhur of the increment wrs due to the P54.4 billion expadon in the re 
source base of commacid banks following the marked infnnv in the level of 
t h e  deposit liabilities. Resources of non-banks and thrift banks also posted 
nificant inmenses of P16.3 billion and P5.4 billion, rrrpeetively. 

The number of financial institutions (head offices, bnnches and extension 
offices) rose by 6.3 percent from end-December 1987 to 6.916 unita at end- 
December 1988 largely on account of the erublirhment of non-banks. 

Commacial banks continued to comptirc the bulk or 62.1 pacent of the 
total raouree~ of the fmcialsystan, followed by non-bank financial institutions 
(26.0 percent), specialid government banks (5.1 percent). thrifi bank (4.7 
pacent) and N ~ P L  banks (2.1 percent). 

With the inaeasc in the number of fururcial institutions, the toral paidup 
capital of the financial s y n ~  rose by P3.0 billion to P38.0 billion at end-Decem- 
bet 1988 fmm its compunble period a ycu  ago. By institution, the inucpx wan 
tcaced mainly to the h i  capital bases of non-banks (PI .5 billion) md  comma- 
cial banks (P1.2 billion). Of the mtal paidup capital of the financial system at 
end-December 1988. non-bank financial institutions accounted for 42.0 pacenr; 
commercial banks. 38.9 percent; gefinlized government banks, 11.5 pacenr; 
thrift banks. 4.6 percent; and ~ n l  banks. 3.0 percent. 

Deposit Liabilities of the Banking System 

Totd peso and forrign cuuency deposit liabilities of the banking s y s m  grm by 
25.7 pacenr from end-1987 to P225.5 billion at end-December 1988 (Table 
A-21). The acctlflated g r d  in deposits reflected the ovaall improvement in 
income levels, the return of the public's preference for deposits and inucpxd 
confidence in the banking system. 

AU fmancial insdrutions recorded inercaxr in deposit liabilities with the 
highest expansion of P40.3 bi ion rgisraed by commercial banks, followed by 
thrift b a d $  CP4.1 biion). specialized government banks (P1.1 billion) and nvtll 
banks CP0.6 billion). 

Deposit liabilities of cornmereid banks at P192.1 billion mntwued to com- 
price the bulk or 85.2 pacent of the banking system's total. The ranainder was 
accounted for by thrift banks, 8.5 percent; spec&ed govanment banks. 4.1 
percent;and rural banks. 2.3 percent. 

All components of the banking system's deposit liabilities showed marked 
improvements in 1988. Time. aavings and demand deposits mrr by 25.6 pacent, 
31.1 percent and 3.2 percent from their respective end-1987 levels. 
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r avlc 13. TOTAL RESOURCES OF THE PHILIPPINE I . r n r . a m ~ t m  z r  sr am 
As of End'1987-1988 
(In Million Pec-' 

T o d  

saw Bonks 
Rhratc Development Bonks 
Stock Javinga Or Loan Asrodations 

Specialized Govmunenf Banlu 

Rural Banks 

F* Cmuency Deposit System 

Total gmss reaourca of For* Cunency Deposit Units (FCDUs) inaeascd by 
$582 &ion or 21.1 pacent ro reach $3.336 million at end-1988 from a l e d  of 
$2,754 million in 1987. 

Aggregate deposits and borrowings of FCDUs amounted to $1.854 million. 
an in- of 5294 million or 18.9 percent from the previous year reflecting the 
impam of the implementation of Circular 1163 issued on Novunba 23, 1987 
nllowing the deposit of foreign currency nota, coins and mvdec cheeks in f o r  
dgn c m c y  accounts. Total deposiu and borrowings Erom tbe non-banking 
smor  expanded by $390 million or 38.9 pucenr to $1.392 million which more 
than offset the 596 million decline in interbank deposits and borrowings. 
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Wi the in-d resource of FCDUs, total placements md  ladings of 
the system at end-1988 aggregated $2,997 million, ryklectingan annualexpunsion 
of $502 million or 20.1 percent during the palad as 8 result of the combined 
inmema in placements with banks ($462 million) and non-banks ($38 million). 

Net earnings of FCDUs nffcr tax amounted to $128 million during the 
period reflecting a decline of $165 million from the end-1987 I d  due to Iowa 
interest income on loans and discounts (Table A-22). 

Following the dcdine in the numba of opentingoffshon BanLing Units (OBUs). 
gross resourca of OBUs dropped by 11.2 percent to $2,991 million during the 
year. The decline came from the reduction in deposit liabiiitica to and borrow- 
ings from banks as uansactiona with non-banks showed a slight inacasc. The 
major wurces of funds of the o ~ o r c  banking system, interbank deposits and 
borrowings at S2.886 million at end-1988 slid by 12.1 percent or S396million. 

Placements and lendings of OBUs at S2.891 million fell by $400 million in 
1988 due to the $435 million dcere~sc in placements with banks which more than 
offset the $3 5 million inawnent in placements with non-banks. 

OBU o p t i o n a  during the year rcauhcd in nct earnings aft= ax of $39 
million, a $1 million improvement from 1987 due mainly to increases in interest 
earnings, co&m and fees. 



MONEY AND CAPITAL MARKETS 

f i e  volume of'money market u lauetons  rose considaably in 1988 and stood 
at P780.1 b i lhn  at y-d, P319.2 billion or 69.3 pacent higher than that of 
the preceding year. The increased demand for money market funds contrasted 
with the previous year's decline in the volume of money market nnnsnetions. 
The bulk of money market transactions during the y a r  was done principally in 
the form of repurchase agreements through the use of government securities 
which served w c o h t d  for thii type of bomwinga, outright sale of Treasury 
biis in the secondary market and interbank call Loans. 

Rcpurchw rgrrements on govanment secwitiw inmased by 313.4 pa- 
cent to reach P3.5 billion at y e w n d  from P0.9 biiion last year. Interbank cdl 
loans at P303.5 b i n  rose by 75.7 percent to comprise 38.9 percent of total 
money market transactions thii year. Following the m e  movement were com- 
mercial bank papas ( f inand)  and othergovernment securities which accelerated 
by 23.2 percent and 48.2 percent, respectively. Secondary trading in Treasury 
bills inacased to P295.3 billion. up by 205.8 pacrnt in 1988. 

On the other hand, repurchase agreements on private s e m r  securities 
dropped significantly to P0.8 billion at y-d from P2.9 bi ion in the previous 
year. Orher money market insuuments which uaced decelerating trends w a r  
DBP bonds (47.9 percent), promissory notes (20.6 percent), and commercial 
papm (non-financial) (8.7 percent). 

With the general rise in interest r a t s  in 1988, the weighted average interest 
rate (WAIR) of all money market instruments rose w 13.7 percent or 2.6 pa- 
centage points highs than last year. Repurchase agrecmenrs (government) carried 
r WAlR of 19.4 percent, up by 5.6 percentagcpointsfmm last yenr.Othermoncy 
market issues which registered WAlRs h i i e r  than last year's were: interbank call 
loans, 14.6 percent; commercial papm (non-financial). 13.5 pacenti Treasury 
b i i ,  13.3 percent and other government securities, 13.8 percent. Meanwhile, 
transactiom on DBP bonds carried the lowest rate of 8.9 percent, a drop of 4.0 
percentage points over last year's rate (Table A-24). 

In 1988, a total of 47.226 new businus organizations w m  reginad with the 
Sectlrities and Exchange Commission (SEC), comprising of 7,809 corporations, 
1.224 partnerships and 38,193 single proprietorships. Thesenew burinosenuants 
put up a total of P10.7 billion in capital investments, about 32.5 pcrcent more 
than the amount raised 1 s t  year. Of this total, corporations conmbutcd P5.7 
billion, up by 90.6 percent from last year's capital investments, which expansion 
could be partly attributed to the 13.5 pacent growth in the number of corporate 
firms registered during the period. Partnerships infused P0.2 billion in paid-up 
capital or 14.3 percent higher than the preceding year, with a corresponding in- 
crement in number of fm of 4.4 percent. Capital investments of single pmpric 
wrships, on the other hand, declined slightly by 2.1 percent to P4.8 billion from 
P4.9 billion in the prmding year. 



By nationality, F i p h  conrriburrd P9.8 billion or 91.7 percent of total 
capital investments, making them the leading investors in thecountry. The Chinese 
i n a e d  P0.3 billion (or 3.1 pacent of rotal) in paid-up capid, or  a substantial 
437.7 nacent incmnent from P0.06 biion in 1987. Seninn a record. howcva. 

I 
I 
I 

were Japanese investors whose capital inv~ements increased to P0.2 from 
P0.02 billion in the previous yeor. The British likewise expanded thdr capid 

dons in new businees activity was noted in the Central V i y n s  region with capital 
investments growing by 44.5 p m m t  to P221.9 million from P153.5 million in 

invatmeon in the country. 
By industry, 31.7 percent of capital invaments w a e  in Fmnacing, imur- 

ance. real etare and business suvicck Canital investments in thu sector in 1988 

in the metropolis indicated o "boom" in the 1.4 cstat= industry. A large amount 
of capital investments also went to wholerple and retail trade (27.8 pacent) and 
manufacturing (18.1 pacent). Otha sectors which zcgistaed substantial inen- 

investments in the Gunny to P0.2 billion or by 315.8 pacent  Capital invest- 
ments of o t h a  nationJiries a h  rose by 383.4 pacent. The incrrnrc in eapital 
in-cnts of both F i i m o s  and foreign nationrlswas reflective of renewed in- 
vestor coafidence in the domade economy. 1 

By regional d i b u t i o n ,  new business entaprim in the National Capital . 
Region (NCR) which P the center of wade and commcrec accounted for 86.0 
p a c a t  of rotal capital investments while Central Luzon and Southern Tagalog 
shared 3.2 pacmt  and 2.7 -t, rcs~ectively. Meantime. appreciable expan- 

the previous year. &tnl V i i m  accounted for 2.1 pacent of the total capital 5 

- 
amounted to P3,385.0 million. 115.2 percent moR than lnst yeor's (Table 14). 
This development together with a higha rate of occupancy of prime propaties I 
m a t s  in capital investments w a e  electricity, gas and water which rose by 43.3 
pacent; manufamuing by 33.3 percent; and mining and quarrying by 26.8 per- 
c a t  

- 
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Agriculnue, Fithcry and F0teMtY 

Min@ and Quarrying 

Ekctricity, Gu and Water 

WhoWe and Retail Trade 

Finanaing. Innumcc, Real Estate 
and Bushes Sewicu 3.382.0 1.572.8 115.2 

uuportation. Storage and Communication 441.2 447.9 

Stock Market 

Stock market activity was genadly sluggish in 1988 as compared with the ow-  
dl bullisb perfonnence of the m k a  in 1987. Aggregate volume and value of 
shares traded at both the Manila and Makati Stock Exchanges dcdined by 14.4 
pacent and 24.3 percent from the previous year's lev& and stood at P270.1 bii- 
Lion and P23.9 hiion, respectively, at end-1988. The dedine in wlumeandvalue 
of stock market uansmions was reflective of market reaction to such erratic 
movements in mew prices as those of copper and gold in the wodd market and 
the negative rcsults from oil exploration projects. 

Commercial-industrial issuer, wbile contributing only 0.2 pacent or 572 
million shams of the tom1 volume traded, accountcdfor the bulk or 47.9 percent 
of the total peso value turnover. The value of commaeinl-indwthl isrues traded 
in 1988 was 18.6 percent more than the value af transactions in 1987 whie the 
volume of mansactions traded for the same sector declined from its level in 1987, 
indicating an improvement in the prices of commercirl and i n d d  issuer during 
the period in review. 



Accounting for 31.3 pacent of the aggmgate volume of wnovas,  rhe 
mining sector traded a total of 84.5 bi ion shnra, 29.6 percent Iowa than the 
~mri0"s yur's volume of 119.9 billion s h m .  h h h  r&vl~rion regarding the 
prices of metals in the world mnrket affected tmsactions in mmq shores for 
the rest of the year. 

Me~nwhile.the lack of positive results in the oil ddlingcxplorations Iffected 
P P d i  activity in the oilsector. In 1988, theoil sector accounted for 185.1 billion 
sbarss or 68.5 percent of the total volume ofetockstraded as against 195.2 billion 
shares traded last year. Total d u e  of t h e  stocks mounted to P3.7 biiion, or 
a dedine of P2.9 billion (44.5 percent) from the P6.6 billion vnlucmded in 1987 
(Table A-25). 

PUBLIC FINANCE 

Cuh 0padon.i of the National Covanmcat 

The National Government (NG) fiscal o p t i o n s  for the whole y u r  of 1988 
d r s d  in a budgetary def~cit of P20.3 billion. P3.6 billion or 21.4 percent high- 
er than the deficit in 1987 but P1.8 billion below the program level for the year 
of P22.1 billion. The deficit-toGNP ratio was 2.5 percent, slightly higher than 
the 2.4 percent ratio in 1987 (Table 15). 

Totd revenues at P112.2 billion were P16.1 billion bdow the trrgct for 
che ycu but P9.0 billion or 8.7 perccnz higher than the rewnua in 1987. Tax 
revenuer, which amounted to P90.4 billion or 80.5 percent of totdmvenues were 
P4.4 billion or  5.2 percent higher than the 1987 level but lower than the t lgc t  
level by P11.2 billion. The shoddl  in tax collections wns traced largely to the 
non-realization of expened revenues from the Bureau of Internal R m u e  (BIR) 
incentive scheme, low duesdded tax (VAT) collections, reduced import duty 
col ldons  on oil d t i n g  from the decline in oil prices and the continued 
deferred payment on impom. Similarly, non-tax r e m u a ,  which at P22.5 billion 
accounted for 20.1 percent of total revenues, rose by P5.3 billion or 30.4 percent 
from the 1987 level mainly u a result of the inaep~e in income from bank depo- 
sits, asset-debt swaps and otber revenue collections from hesidential Committee 
on Good Government (PCGC)/Asset Privatization Trust (APT)/Covernment Fi- 
nancial Institutions (GFls). Compared to the pmgram, however, non-taxrevenues 
were P7.3 billion short due to lows than programmed Economic Support Fund 
(ESF) remittances with the renegotiation of the United State BPW Agreement. 
unrealized in tern  income on government corporations, and shortfall in APT 
and PCGG remittances to the National Treasury. 

Government expenditures during the year reached P133.2 billion, an in- - 
c r e w  of P13.3 billion or 11.1 percent from the yearago Ievtl as the rise in ex- 
pcndirures for in t e rn  payments, personal services and maintenance and opera- 
ting expenditures more than offset the d e d i  in capital e ~ p e n d i t u r ~  and net 
lending to government corporations. Relative to program augcts, bowcve~, actual 
expenditures for the year were P17.2 biiion lower due to underspending for cu r  
rent operations (mainly personal services) and capital outlays l q e l y  as a resub 
of bottlenecks in the implementation of programs and projectssuch as land reform. 
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Figure 13. TOTAL GOVERNMENT EXPENDITURES 
BY Use, 1988 

Figure 14. TOTAL GOVERNMENT REVENUES 
By Sonree, 1988 
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The ddtcit for the yeor was fbunced primPrily from net d m a r i c  borrow- 
ings (P18.5 billion) b a d d y  from the a l e  of Tranyr  xcuriciep. Meanwhile, ex- 
t c d  borrowings amounted to  91.8 b i i i n  as ~bstantiPl1oan inflows from biia- 
tad and mdcilatenl sotuccs wae only slightly higba than the principal pay- 
ments on d i m  NG and NG assumed foreign LiZticr. 

Public 1nt~ll.l Debt 

The ouotlnding intend debt of the public sector sbowd an mud inaeoy of 
28.9 pacent or P46.6 billion from end-1987 m 9207.7 billion at e n d - h m b a  
1988. The inerewe was recounted principally by the p w t b  in domatic borrow- 
ings of the National Govanmat and the monetary imtitutions of P44.7 billion 
and P3.0 billion, respectively. 

The National Govanment's ouotlnd'ng domestic borrowings at P195.5 
billion grew by 29.7 pacent due primarily to the net flotation of Treasury 
ties to hdp finance the budgetary deticit and to help achieve monetary manege 
ment objectives. Meanwhile, the P3.0 binion expansion in domestic borro- 
of monetary institutions resulted from the issuance of CB b i b  in coMenioa 
with the debt-to-equity conversion p m p m .  The our~unding domestic debt of 
lo& govanmars was maintained at P0.1 biion while that of govanmart mr 
p&ow regiaaed a 91.2 billion decline following the redemption of maturing 
s e d y  issues. 

Of the total outstanding public internal debt u end-1988, the National 
Government continued m account for the bulk or 94.1 percent, followed by 
govanment corporations (3.9 percent), monetary institutions (1.9 percent) and 
local governments (0.1 pacent) (Table A-26). 

REAL SECTOR 

Domatic production of goods and smriccs as measured by Gmrr Domeaif Ro- 
duct (GDP) at 1972 prices stood at P101.8 billion in 1988 regkteringan accele- 
rated annual growth of 6.6 pment compared to the 4.7 p a m t  inaenw posted 
in 1987 (Table A-27). With net factor payments to the rest of the wodd machi 
P0.6 billion, the country's total output or gross national product (GNP), in rul 
terms, grew by 6.7 pucent to P1O1.l billion, which compared well with the 5.9 
pacent growth rate in 1987. The strong pafomunce of the economy was sup  
w e d  by tbe expansion in p m n d  and govanment expendirures ns well as in 

/ govanment and private sector invcbunenrs. The in aggregate economic d r  
/ mand was attended by higha production gains particularly in indunrial and see- 

vices sectors while the lgriolltud sector recorded a modest improvement despite 
dvmc wfatha. 

With the expansion in aggregate demand providing the stimuli to economic 
growth, real consumption expenditurn of bouscholds and non-busineu sc ton  
which comprised about thretfourths of total demand for goods and services rose 
at an annual rate of 5.1 percent, while government consumption expenditures 
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P i  15. GROSS NATIONAL P m D u c r  
(Annual Growth R a t 4  
(At Constant 1972 Rim) 

In p a m t  



Domanic Sector 57 

Fiyrs 16. QROSS NATIONAL PRODUCT 
By I d 6  O&b 1987-1988 
(Irvck u WDIpm 1972 Ricer) 
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$& P t P  hiiher rate of 10.5 percent, following the upgrading of tdmpensaa 
schemes for government employeeslworkcn. Meanwhile, red investments also I registered a significant increase of 25.9 percent, rdleedve of thegrowing optimirm I 
of the business community and the responsiveness of the government to the in- , 
frssrmcture requirements of the business sector. 

Viewed from the supply side. the i n d d  sector which constituted dose 
to 33 percent of GDP. posted an annual increment of 8.9 percent from 7.7 per  
cent in 1987. Contributing substantially to this expansion was themanufacturing 
subsector as it posted a growth rate of 8.7 percent, reflected through the gains 
achieved in the manufactu~ of food products (7.8 percent), chemicals (11.4 p e r  
ant).  footwear and wearing apparel (11.3 percent) and wood and its products 
(13.4 percent). Favorable market conditions for meal  (i.e., strong m d  prices, 
hiiher demand) boosted the output of the mining and quarrying industry with 
an expansion of 5.9 percent, a turnaround from the decline of 2.4 percent in 
1987. Construction was similarly on the upuend registering an annual increment 
of 12.8 percent. although a deceleration from the 17.2 percent growth rcgistcr 
cd in the previous year. 

Accounting for the largest share (40.3 percent) in CDP, real value-added in 
the services industry further picked up by 7.1 percent after increasing by 6.6 
percent in 1987. Trade services exhibited a growth of 4.9qacent owing to the 
observed brisk'i activity in both domestic and foreign trade. Government xr 
vices showed signifkant gains at an a n n d  rate of 15.9 percent. Meanwhile, fi- 
nance and housing as well as muuportntio~communi~tio~oroge rrvices pan 
ed annual growth rates of about 8 percent and 6 percent compared to their res- 
pectivc year-ago lev&. 

Notwithstanding the heavy damages wrought by amng typhoonsespeci.lly 
toward the latter part of 1988, the combined agriculture, fishery and forestry 
rector posted a positive growth of 3.4 pacent after registering a decline of 1 
percent in the preceding year. Production of ~ g r i e ~ l t u d  crops wrc higher by 0.9 
percent as impmvements in the output of palay (6.1 percent), corn (2.8pacent). 
and sugarcane (10.1 percent) more than offset the production ddines rcgistaed 
for coconut (8.5 percent), banana (3.9 percent) and other crop. Gains pwed  in 
livestock and poultry (8.8 percent). fishery (4.2 percent) and foresay (6.3 per- 
cent) likewise contributed to the improvement of the aggregate output in rhir 
m o r .  

Dwelopments in the labor sector in 1988 retlectcd generally improved businm 
dimate and industrial peace aituarion pccvaibg in the country. Based on the 
quonedy Labor ~ o r c e  Survey of the National Statistics Office (NSO), the labor 
force which avcmged 23.5 million during the year, in& by 4.1 percent o m  
the 1987 level. Of thiu aggregate. the number employed reached 21.2 million. up 
by mom than a million or  nearly 6.0 percent as red in-ents, c o m m a  dt 
nuod, and production activities gained ground. On the o t h a  hand, theunemploy- 
ed Iabor force decreased by 10.0 percent resulting in an unemploymmt rate of 
9.6 percent, the lowest in recent years. 
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While government infmmucnrre and private building construction as well 
as man- induariu bolstered employment in 1988, the country's labof 

I force continued to be predominantly agricnltud. As of October 1988, this pri- 
mary sector employed 45.8 prrcent of the counuy's labor force while a sizeable 
18.1 percent were in sociaWpenond services, 13.8 percent in trade, 10.5 percent 
in manufacturing, md  the remaining 11.8 percent in various industries. 

The government campaign to deploy workers abroad multed in nn increase 
in the number of o w t u s  workrs deployed in 1988 t o  471.0 tho-d. 4.8 per- 
cent h i i a  than the 449.3 thousand wotkas deployed during the mmpPDbk 
period in 1987. Workers deployed in thesca-bmdutegory rose to 85.9thou~and 
or by 28.1 percent. On the other band, the land-based p u p  inupwd  by only 
0.7 percent which could be partly amibuted to the temporary golnrmnent ban 
on deployment of female dome& helpers abroad. 

As reported by the Department of Labor and Employment, the number of 
business establishments which shut down during the January-Novrmber 1988 
period: dropped to 492 from 830 in the comparable paiod of 1987. About 70 
percent of business c l o n t ~  w a e  engaged in manufacturing, trade and services. 
Saike occurrenro similarly decreased from 420 to 253 during the January-Nor 
ember paiod under continued favorable invutment climate and improved labor 
mMPgcment relations. 

Meanwhile, red wages (1978=100) of agricultural as wellas non-agricultural 
workas thmugbout thc country impmvcd in 1988 o v a  the 1987 level. In the 
agciculmd seeror, the red legislated wage me of plantation and nonplantation 
workers averaged P14.83 and P11.95, rapecrively, during the y a r  pr aglina 
P13.21 and P10.13 in the previous year. Likewise. non-agrieul~d workers in 
provincial areas received highcr wages in real t n m ~  from P15.85 to P17.58. and 
in .the National Capital Region from P14.82 to P15.93 owing to the implement- 
d o n  of a new minimum wage law raising the nominal daily pay by PI0 effective 
since mid-December 1987. 

The upuend in labor income was dm reflected in the Index of Nomind 
Compensation of Key Manufacturing Enterprises (1985=100)duringthe January- 
November 1988 period which increased by an appreciable 34 percent o v a  the 
mmptnble index level in 1987. Tbe in- could be attributed to the growth 
in manufacturing production and income dvrhrg the year. 

Domesric inflation rate, as mtwred by the average annual chnnge in the Con- 
sumer Price Index for the Philippines (1978=100), accelerated to 8.8 percent in 
1988. The current rate was higher than the 3.8 percent recorded 1st year and 
0.8 percent in 1986. but remained below the 10 percent l q d  benchmark. 

The price upsurge was attributed to food supply bottlenecks caused by 
adverse weather conditions, rising m a  of construction materials which raised 
house rentals, sustained consumer demand and the rise in legislated wage rates 
in the agricultural and non*cultud sectors. 

Effons of the government to stabilize consumer prices were reflected via 
the three-fold oil price rollback in May, August and November 1988, the rcduct- 
ion in mnrport fares toward tbb end of the year, the imponation of rice and 
corn to m m  the consumem' demand for bpsic food commodities, and prudent 
liquidity management. 
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The h i i  domestic inflation rate for the year w u  evident in the m o w  
mats  of the various mmponentc of the price indices. In particular, the food- 
heverag~tobacw pricc index, which rcprrsrnted almost 60 percent of the wn- 
rmma basket, posted a 10.9 percent increase .g.iast 4.2 pacent luc year. Except I 
for the price index for corn which declined, nlmoa all food indim registered 
inaements snch as rice (7.5 p e n t ) ;  f& (10.1 pemnt); fruits and wgetabla 
(23.4 pacent); maat (8.6 percent); and mkcelhmw food (19.6 pacent). 

Non-food prim likewise rose by 6.3 petcent in 1988 c o m p d  w 3.3 per  
cent in 1987. Despite the reduction in oil price (a component of the tranlpon 
and c o m m M o ~ r w i c e s  index), the o v d  price index for services moved 
up by 5.5 petcent due to sharp increases in the educational (12.7 percent) and 
personal (32.6 petcent) indices. Other non-food cornponenu registered price 
accelerations such u housing and repairs (7.7 percent); clothii (5.9 percent); 
fuel, light and water (6.2 percent); and miscellaneous itmu(5.8 percent). 

In the National Capital Region OJCR), the annu* average inflation rate at 
10.1 pcrccnt waa higher than the 8.5 p a n t  observed in the regions outside the 
NCR. The diffaentid could be attributed to more expensive food items, housing 
and repairs, and fuel-light-water in NCR. 

Following a marked increase in GNP, p a r  savings generated by the d o m a k  
economy amounted to P146.4 biion in 1988, an increase of P38.0 billion *om 
1987. Howcva, with gros real investment ris'mg at a higher amount (P41.7 bil- 
lion), the damstic economy incurred a fmancial deficit (or net borrowing from 
the mt of the world) of P4.0 billion, up from P0.2 b i n  the previous year. 

Tbe govanment nonfinandd rmor  reported a k v i n g  of P58.3 billion in 
1987 but manngcd W ~ v r r s e  the trend in 1988 by posting o surplus of P17.2 
billion. The dkving in 1987 war due I q d y  w i n a c d  immn paymeno 
resulting from the transfer to the National Govanment of selected l i l b i e  
from two govanment banks which underwent rehabilitation. Despite the dL- 
p o d  of some transferred assets through the AM Privatization Trust (APT) in 
1988, government seeror inve~tments in real pSg*I i n d  by P49.2 billion. 

The corpor~rc business sector which war diaurbed intemhntly by strikes 
and mup attanprs in 1987 likewise improved operations in 1988. The accror's 
savings of P6.0 billion in 1987 almost tripled to P16.8 billion in 1988. Among 
the factors contributing w this significant improvement in corponrc saving. 
were the reduction in the domestic price of pepoleurn products. grcata stability 
m the political and labor condition, the rcmrgencc in consumer demand and 
accelerated cspitd expenditures in the businus sector. 

With subltultially improved earnings, the households and nonwrporarc 
rector realized a PZ0.5 billion increase in gross savings to P98.4 biion in 1988. 

As a major conduit of h d s ,  the financial intermediaries peeror consistent- 
ly posted positive n a  savings of P36.9 billion in 1987 and PS.l billion in 1988. 
Funds raised by this sector pLpo ineread significantly in 1988 after a dcdine in 
1987. 

Aggregate real investment amounted to P150.3 billion in 1988, an increase 
of P41.7 billion from the P108.5 billion investment in 1987. Of these totals, the 



households and noncorpom business sector accounted for the lion's share with 
P97.3 billion in 1987 and P65.9 biion in 1988. The govanmat and private 
corporate sectors PLO recorded net in- in thar copipl sock duringthe ycu 
while financial intermediaries sbownl a slight expansion in real pacts afta a net 
coneretion the ~revious vcnr.. 

Funds mia;d and Ads employed by the national economy expanded signi- 
ficantly. Total £inancial sourca msc iium P73.5 billion in 1987 to P229.0 billion 
in 1988. Total financial ura likewise i n a d  &om P73.3 billion in 1987 to 
P225.0 biion in 1988. Dunand, savings and time deposits, sextities and aade 
a& were the major insaummrs througb which funds were niwd or employed 
during the ycnr. 

Tbc govanmmt sector bornwed heavily to finance the subscantid excess 
of capital expendimes o w  savings. Goamment borrowings were mostly under 
taken through the slle of Treasury securities to the domestic market. The private 
corporate sector, olso a net bomwa in 1988, posted a f m d d  ddia t  of P9.4 
b i n  rfta regisrniag a large wrplus of PS9.0 b i n  in 1987. This was reflect- 
ive of macnscd expendituw for capital expansion encowaged by the obrarrd 
upmnd in domestic and external demand. 

Meanwhile, the households and noncorponte busincar sector and the &an- 
eial intamedkh were tbe surplus units, f i c i n g  P32.3 billion and PS.1 bil- 
lion, cqxctiwly, of tbe deficit i n c u d  by the otba domestic amtors. The re- 
&B d&& of P4.0 billion was fbmced by the m of the wodd, mainly 
through the exfedon of crcdita to private corporations. 
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OUTLOOK FOR 1989 

Tht outlook for 1989 is definitely positive. The continuous powth in real GNP 
from the second quancr of 1986 till 1988 strongly indicated that economic re 
cowry which followed the trough experienced during 1984-1985 would be sur 
rpined in 1989. The expectation that real GNP would average 6.5 percent has 
been supported by the aceelcrated inflow of new investments, both foreign and 
domestic, and the continued optimism of businesses in the domestic economy as 
indicated in the results of a survey of businessmen's expectations and projections 
for operations a@ expansion and capital expenditures plans. The principal source 
of growth would be the industrial sector, as the construction boom which started 
in 1987 continues to 1989. Agricultural growth in 1989 is expected to be higha 
than that of 1988. 

The prudent stance of moneary policy adopted in recent years, which bas 
contained inflation and contributed to the improvement in business confidence, 
would continue to be pursued in 1989. Efficiency in financial intermediation 
would continue to be encouraged through market-oriented policies. To strengthen 
the financial system, further improvements in the Central Bank's supervision and 
regulation of financial institutions would continue to  be implemented, including 
such measures as the continued restructuring and rehabilitation of major govern- 
mem financial institutions, the privatization of government-owned banks, the 
rehabilitation of the rural banking sector and the improvement of the organiza- 
tiond Hiaency of the Cenaal Bank Consistent with these policy measures, a 
comprehensive review of commercial banking operations and f i n e i d  reporting 
would be undertaken and completed during the year. 

Another major policy thrust for 1989 is the management of debt. The pre- 
sent policy of seeking debt relief through various debt reduction programs and 
maximum flows at least cost from a wide range of creditors and donors would be 
continued. It is expected that an agreement can be reached with the International 

'Monetary Fund early in 1989 which will enable the Philippines to  pursue a debt 
managnncnt strategy that would restore its creditworthiness and ensure the via- 
bility of its external payments position. This would also lead to  another round 
of debt rescheduling talks with bank creditors and the Paris Club that could lead 
to longer grace and repayment periods and lower spreads, availments of new cap- 
ital inflows and creative and imaginative options for debt reduction that would 
link the country's huge foreign exchange liabilities to foreign investment inflows. 
At the same time, further rciief from foreign exchange constraints is also expected 
t o  come from the benefits that the multiloterd aid initiative would bring over the 
next fwe years or M mrdng 1989. 

Meanwhile, p d y  a a m l t  of the monetary authorities' commitment to a 
market-determined exchange rate, the prospects for expanding exporta next year 
appear to be bright. Export growth is also likdy to  be iided by the upward trend 
in tbe international prices of the country's a d t i o n a l  exports and the lowering 
of toriffs on imported inputs under the import liberalization scheme. 

Concomitantly, impom are expected to advance as both invcsment and con- 
sumption activities perk up in response to the surging economy. The continuing 
implementation of the Import Libnalization Program, now in its seeond phrsc, 
is likewise expectcd to contribute to higher impom. 
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The etlcoumgCmc?it of forrlgn inou1bocntg whikhwar pursued in 1988 with 
the rationalization of the iavatment environment, would re& to be one of 
the priodtiu of the Philippine government as it is committed to contirmc po- 
dding innntivea to investmenrs, maintaining a consistent set of iarrsrmant 
policies and mpplying necaaiuy s u p p a  d e e a  

 ha+ ace, however, ccc& major -of wnmnin theimcmaciodfmnt 
which could impact on the Phiippine economic performance in 1989. Onc 6f 
the most important factom that could impinge on the country's growth pros 
p e a  is the expected economic pafornuace of its major tcodb# partna and 
the impact this would have on the dirrecions of economic polidea in these coan- 
aia. Another major c a w  of conean in the upucnd in foreign in- rat& The 
London interbank offered (LIBOR), whicb is the bu* for most of the in- 
west prymenu on the country's exmnd debt, h f o m u v d  to iner~lse in 1989 
whicb would m a  higher debt service payments on the counay's d oblk 
gation& 

Thse facton, which memostly cxogenoms innature and which tehtcprher- 
rily to dcvclopmcnw and policy cbpnges in the country's mdii p~nnat and 
neighboring counaiq would require wnswt review and monitoring w ~sacsr 

thdr ultimate impact on the economy. Thus. dcpendiiag on how the ai t idisin~m 
&ring to foreign inreamenw foreign tnde and the foreign debt arc raolpad, 

the economy could podrmn &self for d t h a  f p n a  or more moderate groartb in 
the coming yeu.  
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MONET4RY In pumuing the objectne of rCaWfrg and growth, Central Bank policies conti- 
AND CRll.01T nued to be prudently accomrnodatim. Messurcs to  enhance efficiency in fh- 

m S  eirl inrcnnediatien and strcngthcn the financial ayatan coarisued to bc punued 
with marker-oriented policies. 

The raenn requirement on deposit liabilities of banks remained at 21 percentfor 

I short-term and 5 percent for long-term set in Augurr 1986. Monetary, credit and 
economie movements continued to be c l o ~ l y  monitored for any changes that 
would 4 for the revision of the mewe requirement policy. 

open-=OpcndDnr 

In 1988, the arrangement whereby the proceeds of Traavy bilb issued in 
amouna ia e x ~ s r  of the National Government's ddia t  financhg requirements 
were deposited with the CB continued to bc relied on as an huument of mone- 
tary control At P58.5 billion at yearend, NG deposits with CB mse by 37.5 per 
cent or P15.9 biion from iw end-1987 level The in- in NG depo& with .I- 
CB helped reduce the need for the h a n c e  of the CB's own instruments to 
achieve monewy aggregate tar@ which could undu%y compete with NG h e s  
in the open market, Aa of end-1988, borrowings of the CB tbrough rhf issuance 
of its own inmumenta amounted to P9.7 bation, a decline of PI.+ billion or 12.6 
pereent from its end-1 987 l e d  

~~~w 

Notwithstanding thc retention of the rediscount rate at 10.0 percent in EF@& 
outatanding r&count loans at the end of the year was maintained at P5.1 W- 
lion, almost the same level reginacd at end-1987. This dnnlQpment indicPtaa 
reduced reliance of banks on the redircount window fm f i c i n g  due, among . . . 

orhen, w the avaiibility of alrcrnative aoureu of financing, notably the in& . . 

uial Guarantee Loan Fund (IGLF) and A p i c u l d  tonn Fund (ALP). 

lMrvaRae 

Market-Miend policies wntinued to be adopted by the CB inthe dcrcnnbtion . . , 

of intercat rate on its varioua credit facilities. Aa such, cam on h u a I  Bank's . 
borrowing md rrrdir windows ic, repurchase, r- repurchase, cmngcn9 .: 

loans followed the general prnd of market rates in 1988. It may be noted dut 
Cenual Bank rates are d a t e d  to  market-determined rates such as MRR 
Tnuury bilh mtu. 

p~ -- -~ -- 
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:QUIRED RESERVES ON DEPOSIT M D  
IBSTITUTE LIABILtTIES OF COMMERCIAL BANKS 

h a n d  21.0 21.0 21.0 21.0 

SOdW 21.0 21.0 218 21.0 
Nadar 
T h  Dcporia 

(Lu8th.n 730 days) 21.0 D1.0 21.0 21.0 
(Mere than 7 30 days) 5.a 5 .0 5.0 6.0 

Effom w strengthen the f i c i a l  synan continued with the full uak imple- 
mentation of the divestment program for the six govemment-owncd/contmM 
banks, which resulted in the slle of four (4) government bank. to the privnte 
scam. Ngotiations for the sale of the two (2) Km*nisg bar& w still ongoing. 
The pdvatization program of government banka which k primetily intended to 
reduce the scope and size of government q o w c  in banking, continued to be 
pwsued. Meanwhile, the rehabilitation program for rural banks, which begm in 
late 1987 through a capital build-up program and convcraion scheme andtor plan 
of paymat for rural bnnkt experiencing financial d i f f i  waa nLo Miad 
out. As of end-1988, 500 rual bank were approved for rchbiliptioa To in- 
erase depositor protection md funha ~~ the 5eandpl igrtcla, subsap 
tiel incrensg in capital wae also infwcd inw rhe  omm me mid banking qsem.  

To fosm trrer competition in the banking ismutry, t8c quimntm wgo~ 
ehroc spcchl fiveyear government sccutirlcs M condidon in t8e openiago#j&w 
bnncha was lWed effective Octobu 28.1988. The M h g  of such requi-t 
was also a p e d  w provide bnnb with gnaw flexibility to ehannelmorefands 
for initid opentions md otha e d i t  purposea which otherwise would bave b m  
tied up in long-term invesbmcnts on government securities. 
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FOREIGN Exchange Rate 
EXCHANGE 

POLICIES During the year, the Central Bank had consistently sought the maintenance of 
confidence in the Phi l ippine  peso, which was deemed crucial in preserving the 
gains of economic recovery. The peso exchange rate from day to  day was deter  
mined by the interplay of market forces in the foreign exchange market. Whole- 
sale purchases and sales of foreign exchange were freely conducted at the Foreign 
Exchange Trading Center of the Bankers Association of the Philippines (BAP) by 
the CB and the Authorized Agent Banks (AABs). The CB intervened over and 
above its requirements only when necessary to smoothen out unnecessary fluc- 
tuations brought about by speculative factors in the market. 

Basically, the BAP reference rate was determined based on the weighted aver- 
age of the exchange rates for all the sales made in the trading floor during the 
preceding day.This reference rate served as a guide to  AABs for quoting on com- 
petitive basis their own selling and buying rates to and from the general public. 

Under the current policy, the country's exchange rate remained in line with 
market conditions, generally maintaining export competitiveness while helping 
to contribute to continued domestic price stability. 

Import-Export Regulations 

The deregulation of the last batch under the first phase of the Import Liberaliza- 
tion Program (ILP) proceeded as scheduled in 1988 as the Central Bank lifted 
controls on the remaining 129 items through Circular No. 1174, dated April 25, 
1988. Of these commodities, 97 consisted of raw materials and intermediate 
goods and 32 consumer goods and other products. Consequently, all of the 1,232 
goodslprogrammed for liberalization in different stages starting April 1986 had 
been liberalized effective May 1, 1988. 

Moreover, the second phase of che Import Liberalization Program was started 
in June 1988 t o  further assure the long-term growth, competitiveness and stabi- 
lity of local industries, par t icular ly  the export industry, by making available 
cheaper and high quality inputs. A total of 673 commodities are scheduled for 
liberalization in various stages under Phase I1 of the ILP. As of end-December 
1988, the government already lifted controls on 94 additional items2. The deci- 
sion on whether or not items falling under List B will be liberalized would be 
done in 1989 until 1990 while items under List C will continue to be regulated 
for health and security reasons. 

 he number of items subject to liberalization was reduced to 1,229 after the removal of 
three high tariff sugar products on the list of items to be deregulated. 

'~hese  commodities were liberalized out of a total of 104 items from List A of Phase I1 of 
the ILP. Two items from the end-June schedule (indoor games equipment and electricity 
supply meters) and one item from the end-December 1988 schedule (game cocks) were not 
liberalized pending tariff rate adjustments Out of 20 commodities classified under brand- 
new trucks and engines scheduled for liberalization by end-June 1989, 1 3  were liberalized 
ahead of schedule while 7 were retained under the regulated list since these commodities 
could be produced locally. 
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During the year, the regulations governing the implementation of the Com- 
prehensive Import Supervision Scheme (CISS) through the Societe Generale de Sur- 
veillance (SGS) were amended in August to include commercial importations of 
specific commodities in the certified list of the Bureau of Customs which shall 
be subject to prescribed pre-shipment inspection, irrespective of value. Originally, 
under this scheme, the SGS undertook to inspect importations valued at $5,000 
and above originating from Hongkong, Taiwan and Japan to determine, among 
others, the quantity, quality and prices of commodities prior to  shipment to the 
Philippines. In 1988, the Central Bank, upon request of the SGS, rendered appro- 
priate commodity classification on 52,250 commodities with an aggregate value 
of $605.8 million. 

With regard to exports, a series of export-related measures were implemented 
during the year to further enhance the country's export earning capacity. The 
Central Bank continued to evaluate, examine and review the Report of Foreign 
Sales (RFS), Export Declaration (ED)/Export Permit (EP) prior to registration 
by the authorized agent bank (AAB) to determine whether the declared price of 
the export commodity is in conformity with the prevailing market price on the 
date of sale, or whether the terms and conditions of the sale are in accordance 
with existing regulationslpractices of the trade, as well as to preclude the export- 
ation of commodities with short domestic supplies. The Central Bank received a 
total of 4,142 RFSIEDslEPs from AABs for prior verificationlapproval, of which 
3,630 or 88 percent were approved. 

Regulation on Invisibles 

Measures were implemented in 1988 to further improve the process of remitting 
foreign exchange, specifically by Filipino overseas contract workers. On October 
4, 1988, the Monetary Board approved the designation of overseas construction 
companies and service contractors as well as Philippine Overseas Employment 
Administration (POEAI-accredited private employment agencies as Authorized 
Foreign Exchange Agents (AFXAs) of the CB. This arrangement would be per- 
mitted in i t ia l ly  for a period of one (1) year, with Brunei and the Middle East 
countries as pilot areas, after which it would be reviewed and if found advan- 
tageous, would eventually be extended to other areas. Relatedly, the Central 
Bank sought the cooperation of local commercial banks as well as offshore banks, 
through the Offshore Bankers Association, t o  actively participate in the remit- 
tance program of the government. 

Efforts were also made to streamline existing procedural requirements gov- 
erning foreign investments. In December 1988, the required supporting documents 
covering the registration/approval and repa t r i a t ion  of investments and other 
investment-related accounts were reduced to a minimum. This was in keeping 
with the present strategy of the government to vigorously promote domestic and 
foreign inves tments  in order to achieve an investment- led economic growth. 
Moreover, various CB issuances pertaining to the other types of invisible transac- 
tions, specifically those found in Circular No. 960 dated October 21, 1983 and 
Circular No. 1028 dated October 12, 1984 were reviewed to further liberalize/ 
simplify the ad minis t ra t ion  and implementation of regulations on foreign 
exchange operations. Revisions/amendments to some of the provisions of these 
circulars are expected to be approved and implemented in 1989. 
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SUPERVISION Supervision of Banks 
AND 

REGULATION In 1988, regular bank examinations were conducted on 85 head offices of com- 
OF FINANCIAL mercial banks, foreign banks, specialized government banks and thrift banks and 
INSTITUTIONS 540 of their branches and other banking offices. Likewise, a total of 655 rural 

banks were examined. 
Special examinations were also performed on the following: 1 )  loan portfo- 

lio; 2) certain deposit accounts in connection with irregularities in the payment of 
taxes and custom duties; 3) efficiency of the banks allowed to participate in the 
New Disbursement Scheme of the Department of Budget and Management in the 
release of funds to various government offices; and 4) various supervisory prob- 
lems on fund management operation, government securities and Treasury war- 
rants. A total of 25 head offices of thrift banks and 340 rural banking units were 
covered by special bank examinations. 

Other supervisory functions undertaken during the year included the follow- 
ing: chartering of banking offices, verification of periodic reports and foreign ex- 
change transactions, processing of various requests of banks to carry out certain 
transactions needing prior CB authorization and comptrollershiplconservatorship 
and receivershiplliquidation functions. 

Regulation of Non-Bank Financial Intermediaries (NBFIs) 

As of end-December 1988, a total of 3,239 NBFIs composed of 2,714 head 
offices and 525 branches were registered with the Central Bank. Of the total, 15 
head offices and 52 branches had authority to engage in quasi-banking functions. 
With the merger of a financing company and an investment house with quasi- 
banking functions, the number of head offices of non-banks with quasi-banking 
functions (NBQBs) declined by one unit from end-1987 to  15 units at  end-1988. 
On the other hand, the number of non-banks without quasi-banking functions 
grew from 2,340 in 1987 to  2,699 head offices in 1988, essentially reflecting the 
establishment of 200 pawnshops and 197 lending investors which more than off- 
set the total decline (47 units) in the number of non-quasi bank financing and 
investment companies and venture capital corporations. 

During the year, 159 e aminations were conducted on the head offices and S 
branches of NBFIs including some of their subsidiarieslaffiliates. Of the total, 
53 or  33.3 percent were operationallregular examinations conducted mostly on 
non-stock savings and loan associations (NSSLAs) while 106 or 66.7 percent were 
special examinations, performed for such purposes as loan appraisal, financial 
audit, entity's determination of tie-up with related interests and status of operation. 

Close monitoring and other activities pertaining to comptrollership, conser- 
vatorship, receivership and/or liquidation of problem NBQBs were also pursued 
during the year. 



74 OPERATIONS 

MANAGEMENT External Debt Management 
O F  

INTERNATIONAL External debt management continued to  pose a serious policy dilemma in 1988 
OPERATIONS given the need to secure substantial fresh borrowings from abroad to support the 

economic recovery program and the urgency to ease the immediate debt service 
burden and improve the overall external debt profile. 

In spite of considerable pressure to adopt unilateral measures such as debt 
service capping, the government stood firm in its resolve to manage the debt prob- 
lem through orderly negotiations with its various creditors. Underlying this mo- 
derate stance was the firm conviction that the country's longer run interests 
would be best served by securing the voluntary cooperation and support of cred- 
itors to enable the country to  grow its way out of the debt problem. Corollarily, 
forced debt relief as a strategy was viewed as providing at best only transitory gains. 

New financing totalling $689 million came in during the year from official 
multilateral and bilatcral sources. In December alone, a total of $260 million was 
obtained as part of the OECF 15th Yen Credit Package. Disbursements from 
IBRD amounted to $186 million, of which $100 million were availed of under the 
Economic Recovery Loan (ERL) and $75 million under the Government Corpo- 
rate Reform Loan (GCR) loan. Official borrowings  were primarily on conces- 
sional terms. 

As in immediately preceding years, maturing debt service obligations con- 
tinued to be serviced, at a carefully regulated pace, through the ongoing debt 
rescheduling program. A total of $2,359 million in debt service obligations was 
rescheduled during the year, of which $1,734 million represented rescheduling of 
principal owed to commercial creditors and $625 million consisting of principal 
and interest payments owed to the Paris Club members. In 1988, however, no 
new financing packages were entered into with commercial creditors while nego- 
tiations for the third round of rescheduling through the Paris Club of official 
bilateral credits falling due from September 1988 was delayed pending conclusion 
of a new IMF agreement. As a result, the country has started accumulating arrears 
on maturing Paris Club obligations. These, however, would eventually be resched- 
uled. 

A key element for the commencement of any new negotiations for a finan- 
cing package in the future will be the conclusion of a new program with the IMF. 
The 1986 IMF Standby Agreement was successfully completed during the year 
with the drawdown of the last two tranches of SDR 35 million each. In November 
1988, the government started the negotiations with the IMF for an extended fund 
facility and a contingency financing facility. 

During the year, a major debt management initiative was the expanded im- 
p lemen ta t ion  of various voluntary debt reduction schemes geared towards 
reducing the historical debt stock and the external debt burden of the country. 
The developments in the various schemes adopted are summarized below: 

A. Debt-to-Equity Conversion Program (Circular No. 111  1).  The program, 
which is spelled out in Circular No. 1111 dated August 4, 1986 and last revised 
on October 20, 1987, permits the conversion of external debt instruments p u r  
chased at a discount into local currency in order to  fund equity inves tments  in . . 

local enterprises. The conversion transaction simultaneously reduces the coun- 
try's external debt and encourages foreign investment because the investor can 
acquire the country's debt instruments in the secondary market at substantial 



Management of International Operations 75 

discount from their face value. The Government captures part of the discount in 
the form of conversion fees. 

As of December 3 1, 1988, total approved debt-to-equity applications aggre- 
gated US$1,242.9 million.' 

B. Debt-for-Debt Scheme. The Central Bank approved several transactions 
involving the presentation of external debt paper to the Central Bank for redemp- 
tion in pesos, pursuant to  Section 5.11 of the CB Restructuring Agreement, as 
amended, at a 30 percent-35 percent discount to the Central Bank. The peso pro- 
ceeds arising from the redemption are applied to outstanding loans and advances 
of the Central Bank to the end-user borrower who has presented the Central Bank 
external debt paper for redemption. No pesos are thus released by the Central 
Bank. 

As of December 3 1,1988, the Central Bank has closed US$15.0 million debt- 
for-debt transactions of which US$2.4 million represents CB's share of the dis- 
count. 

C. Debt-for-Asset Swaps. Another debt reduction measure involves the re- 
demption of National Government debt paper (specifically PNB, DBP and NIDC 
credits transferred to the National Government) in exchange for an asset being 
disposed by the Asset Privatization Trust (APT) with the Bureau of Treasury,- 
with the Government sharing a discount of about 30 percent-35 percent of the 
face value. 

As of December 1988, the CB approved 17 debt-for-asset swap applications 
amounting to US$ equivalent of P2.4 billion, of which 16 transactions totalling 
P2.37 billion or approximately US$109.43 million, inclusive of 50.94 percent pre- 
mium, have been closed. 

D. Peso Prepayments and Offsetsand Other Reduction Schemes. In addition 
to  the above schemes, public sector, private financial sector and private corpo- 
rate sector debt papers were used for peso prepayment, offset and other reduc- 
tion schemes, which con t r ibu ted  to the reduction of the country's external 
debt stock. 

1. Public Sector Debts. Section 5.11 of each Public Sector Res t ruc tu r ing  
Agreement provides for optional repayment in Philippine currency subject to the 
prior consent of the Central Bank and the Republic of the Philippines as Guaran- 
tor. To date, public sector restructured as well as unrestructured debts totalling 
US$121.5 million (consisting of US$87.3 million CB debt paper and US$34.2 
million other public sector debt paper) have been prepaid in pesos. Some crcd- 
itors have offset their liabilities to the Central Bank against CB debts totalling 
US$47.6 million. 
2. Private Financial Sector Debts. Private financial sector debts owed to com- 
mercial banks which have been prepaid in peso amounted to US$73.4 million 
while US$30.0 million was converted into assigned capital and US$34.5 million 
was automatically set off against the collateral or other public sector debt papers. 
A number of requests for peso prepayment amounting to  US$29.1 million, for 
conversion into public sector debt amounting to  USS0.0 million and for con- 
version into assigned capital amounting to US$6.0 million are pending with the 
Central Bank. 

'Excludes $137 million debt converted to equity for which investment is temporarily placed 
in CB bills 
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3. Private Corporate Sector Debts. Private corporate sector debts owed to  com- 
mercial banks amounting to USS178.7 million were prepaid in pesos, the pro- 
ceeds of which were invested outside of Circular No. 1111, with the investor 
waiving its repatriation and remittance privilege. Likewise, private corporate 
sector debts aggregating US$155.6 million were swapped with or offset against 
public sector debt instruments/dollar denominated Government debt securities 
acquired by the borrowers from the secondary market a t  a discount. 

E. Relending Scheme. Section 5.12 of the CB Restructuring Agreement, as 
amended, allows the withdrawal of CB credits from restructuring for relending 
to  private and public corporate sector to finance importation and refinance exist- 
ing foreign obligations. Although the scheme involves a reduction in the CB re- 
structured debt, it has no effect on the country's total external debt level since 
the loan merely involves a change of obligor from CB to a private or public sector 
5-rower. However, the use of the relending facility to refinance existing foreign 
debts earlier secured under onerous terms can lead to foreign exchange savings 
since the terms of the relent credit are more favorable than the original loans. An 
example is the relending facility to  the Philippine Long Distance Telephone Co. 
The US$235 million PLDT relending facility resulted in a reduction of the aver- 
age interest margin of 1.62 percent per annum on existing loans to 1.2 percent 
per annum (including the management fee) on the relent credit. This translates 
into projected interest savings of US$116.0 million up to  year 2003, equivalent 
to an estikated USS83.8 million in savings on a net present value basis. In addi- 
tion, about 1 8  percent of a US$17 million 12-year loan under the CB relending 
scheme to  a local mining company to refinance its outstanding Y2.8 billion debt 
has been condoned. 

With regard to the restructuring of private corporate external debt with com- 
mercial banks and Paris Club creditors, recent developments regarding the speci- 
fic prepayment programs which had been devised by the CB to  operationalize 
the restructuring agreements are summarized below: 

As of December 3 1, 1988, total enrolled debt under CB Circular No. 1076, 
covering the repayment program of private corporate debts outstanding as of 
October 17, 1983 and maturing between October 17, 1983 and December 31, 
1986, stood at  $837.4 million. 

Classified according to repayment options, 66.3 percent were enrolled under 
Option 1 where the bor rower  pays in accordance with the original maturity 
schedule; 29.9 percent under Option 2 where the borrower may reschedule the 
debt for at least 6 months; 3.1 percent under Option 3 where the borrower may 
reschedule the debt and avail of forward exchange protection for not more than 
75 percent of the debt; and 0.7 percent under Option 4 where the borrower ex- 
periencing severe financial difficulties may reschedule the debt over a seven-year 
period and avail itself of foreign exchange protection for the full amount. 

Viewed from the economic activity of debtors, 46.8 percent of the total en- 
rolled debts were debts of the manufacturing sector; 35.2 percent, public utili- 
ties; 8.4 percent, mining; 7.0 percent, construction; 1.8 percent, business services; 
and 0.8 percent, agri-business. 

On August 12,1988, CB Circular No. 1178 was issued to cover the repayment 
program of private corporate debts outstanding as of October 17, 1983 and ma- 
turing between January 1, 1987 and December 3 1, 1992. The program provides 
for repayment options similar to  those provided in CB Circular No. 1076. About 
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$547.6 million of eligible debts were expected t o  be enrolled under this program 
by end-1988. Of these, $200.9 million were actually enrolled, all under Option 1. 

During the year, foreign loans of the private corporate debtors aggregating 
5318.9 million were paidlsettled by the borrowers outside of the Repayment 
Programs thereby reducing the countty's debt stock. These were done through 
exchange of promissory note held by foreign creditors with Central Bank Credit 
Schedules or US dollar-denominated Treasury Bills acquired in the secondary 
market; conversion into equitylpeso loans; peso payment to  creditors' assignees 
who in turn invested the pesos in Philippine enterprises as approved equity in- 
vestments under CB Circular No. 11 11 andlor excluded investments, i.e., no 
repatriation privileges. 

These alternative repayment methods actually benefitted the country by 
reducing the ex te rna l  debt stock without any foreign exchange outflow nor 
reserve money increase. The private corporate borrowers also benefitted from 
discounts ranging from 10 percent to  4 0  percent of the face value of their out- 
standing debt. Moreover, the Central Bank was relieved of the debt assumption 
and its attendant cost and risk. 

Foreign Investments 

In addition to foreign investments made under Circular No. 1111, the Central 
Bank has approved foreign equity investments amounting to $3.3 billion as of 
end-December 1988. During the year, approved foreign equity inves tments  
totalled 577.3 million. Major investors during the year were the United States, 
Japan and Hongkong, which together accounted for 82.4 percent of approved 
investments, followed by the Netherlands, Germany and Singapore. Industry- 
wise, 48.2 percent of total approved investments were channelled to manufac- 
turing, 22.1 percent to  mining, 19.4 percent to services, and the remaining 10.3 
percent to other economic activities such as banking, commerce, public utilities 
and agriculture.  Meanwhile, registered foreign equity investments as of end- 
December 1988 aggregated $2.9 billion. Foreign exchange outward remittances 
from equity investments in the Philippines aggregated $223.2 million in 1988, 
slightly lower than the 1987 level of $249.0 million. These comprised cash divi- 
dend payments of $104.2 million, remittances of branch profits in the amount 
of $38.6 million, remittances from capital oil exploration aggregating $49.2 mil- 
lion, technical service fees of $29.6 million and others (i.e., royalties, repatria- 
tion) of $1.7 million. 

Outward investments were also undertaken during the year, amounting to 
54.4 million. Most of these transactions were undertaken by government finan- 
cial institutions (e.g., Land Bank, Social Security System, Philippine National Bank, 
Government Service Insurance System) in relation to their investments in Century 
Bank, which is based in San Francisco, USA, and by communications firms (e.g., 
Philippine Long Distance and Telephone Co., Phil. Global Communications and 
Eastern Telecommunications) on account of their cable expansion programs. 

Meanwhile, foreign investments in Philippine securities aggregated $6 1.8 mil- 
lion or 44.5 percent less than in 1987. Hongkong-based dealers accounted for the 
biggest block of foreign investors in Philippine securities with a share of 64.1 p e r  
cent of the total volume of portfolio investments. Other important investors in 
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Philippine securities during the year were the United States with a share of 23.6 
percent, United Kingdom (5.0 percent), Luxembourg (4.8 percent), followed by 
Australia, Canada, Singapore, Ireland and others (which together accounted for 
the remaining 2.5 percent). Portfolio investments were placed primarily in com- 
mercial sector securities (68.2 percent of the total), with the rest invested in 
mining sector issues (16.8 percent), financial sector securities (11.1 percent), and 
oil and manufacturing shares (3.9 percent). Portfolio investments repatriated 
during the year amounted to  $73.7 million, 42.5 percent higher than in 1987. 

With regard to stock arbitrage transactions, 13 applications were processed 
and approved authorizing the sale of Philippine securities amounting to $2.2 
million. From these proceeds, $0.1 million was used to purchase Philippine 
securities abroad, and the difference of $2.1 million was inwardly remitted. 
Meanwhile, a total of 252,611,501 shares covering various Philippine securities 
duly registered with the Central Bank as foreign portfolio investments were 
authorized for transfer inward from foreign to  local registry. 

Foreign Exchange Operations 

Foreign exchange operations in 1988 continued to function smoothly given the 
improvement and streamlining of the remittance procedures for non-trade trans- 
actions. 

To closely monitor compliance with existing foreign exchange regulations, 
the Central Bank reviewed and evaluated monthly reports on foreign exchange cash 
receipts and disbursements submitted by 25 3 authorized foreign exchange agents 
and 2,131 foreign exchange earners including overseas workers and banks. More  
over, the books of accounts and related records of 332 entities, including 8 com- 
mercial banks, were examined.  Results of the examina t ion  disclosed some 
violations of existing CB regulations such as (a) non-compliance with the manda- 
tory remittance r equ i remen t ,  (b) offsetting of foreign exchange receivables 
against payables or vice-versa without prior CB approval, (c) unauthorized depo- 
sits of non-trade receipts in foreign currency accounts, and (d) non-renewal of 
authority to maintain Special Deposit Accounts and unauthorized deposit of 
foreign exchange receipts from invisibles to said account. Discovery of these 
violations led to the inward remittance of an additional $42.9 million which was 
sold for pesos to the banking system. 

Meanwhile, applications for invisible disbursements acted upon during the 
year totalled 3,796 broken down into: foreign exchange remittances (2,427), 
request for film releases (891) and registration of contracts/agreements (478). 
Remittances for passenger revenues of airlines topped the list of invisible dis- 
bursements in 1988 with $94.8 million followed by freight charges/collections 
with $3 9.0 million. 

As part of its public assistance program, the Special Services Unit of the 
Central Bank located at the Ninoy Aquino International Airport assisted tourists, 
non-residents and returning Filipino contract workers in the declaration of their 
foreign exchange holdings as well as in the conversion and reconvers ion of 
unspent pesos to  foreign currencies. This Unit, which is also charged with the 
responsibility of implementing currency regulations, confiscated from its owners 
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$1.1 million worth of foreign currency notes, an undetermined amount of local 
currency and various precious metals for violating existing currency regulations. 

As the fiscal agent of the government, the CB administered the fiscal agency 
fund of the national government, its instrumentalities and agencies. A total of 
2,983 fiscal agency service (FAS) applications for various purposes, including 
the remittance of salaries, allowances, maintenance and operating expenses of 
overseas-based personnel and government offices abroad, disbursements for 
travel funds and allowances of government officials/personnel and payments of 
other miscellaneous invisible obligations were processed during the year. Pur- 
chases of foreign exchange to service the FAS requirements of the government 
for 1988 totalled $36.6 million, down by 12.4 percent from the 1987 level. 

In another development, the level of outstanding swaps (inclusive of MEDD- 
approved loans under swap basis) dropped to  $1,129.6 million from the previous 
year's level of $1,251.3 million owing to  the unwinding of swap contracts of the 
private corporate sector. Swap t r ansac t ions  during the year were limited to 
renewals since guidelines for unwinding of swap contracts funded by foreign 
exchange obligations (not covered by any Restructuring Program) have not been 
issued. Swap contracts were renewed at an average discount rate of 0.2 percent 
instead of a premium. Thus, contracted rates for swap renewals in 1988 were 
generally lower than the CB buying rates. 

Foreign exchange proceeds of by-product gold exported abroad and sold to 
the Central Bank amounted to $108.1 million or an increase of 56.0 percent from 
the 1987 level. Receipts from other foreign exchange transactions, such as acqui- 
sitions via telegraphic transfers, foreign exchange sold for pesos by OBUs and 
receipts for license and registration fees of OBUs and representative offices of 
foreign banks, dropped by 24.5 percent to $47.6 million during the year. 

International Trade Operations 

International trade operations in 1988 continued to be directed, on one hand, 
toward the promotion and development of exports and the maximizat ion of 
foreign exchange receipts generated from the sales of Philippine commodities 
abroad and, on the other hand, toward the monitoring of imports in order to en- 
sure that pe r t inen t  import rules and regula t ions  were observed and that the 
expansion in import levels which might be brought about by the continuing Im- 
port Liberalization Program did not cause undue disruptions in domestic pro- 
duction. 

Significant steps were undertaken by the CB in 1988 to liberalize imports. 
All of the 1,229 items slated for liberalization starting April 30, 1986 under 
Phase I of the Import Liberalization Program had been made freely importable 
effective May 1, 1988. Phase I1 was subsequently started in the middle of the 
year and another 94 items were deregulated in December. Thus, while the CB 
continued the monitoring and the verification of all import transactions as part 
of its responsibility of enforcing CB import regulations, its import licensing 
function was reduced to a significant extent due to the continuing implementa- 
tion of the Import Liberalization Program. 

Partly as a result of this Program, the value of importations financed through 
LICs, DIAs and O/As in 1988 expanded to $6,255.1 million, 22.8 percent higher 
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than the level posted a year ago. This upturn followed the upsurge in investment 
and consumption activities in response to the domestic economic rebound. Reg- 
ular LIC openings advanced to $5,155.9 million from $3,994.6 million in 1987. 
In contrast, imports financed under D/A and O/A arrangements dropped slightly 
to  $1,099.2 million from $1,100.9 million a year earlier. This downtrend could 
be attributed to the contraction in mineral fuel and lubricant imports which are 
normally financed under such arrangements. 

During 1988, a total of 237 applications to  import banned items were re- 
ceived compared to only 140 a year ago. However, the value of banned items 
authorized by the Central Bank to be imported contracted by almost half to 
$10.2 million from $18.2 million. In contrast, importations carried out under 
the no-dollar basis almost trebled from $25.6 million last year to $75.0 million. 
This developed even as the number of received applications to import on a no- 
dollar basis fell to 1,614 from 2,094 in the previous year. About 80.0 percent of 
the amount of no-dollar importations in 1988 were in the form of donations and 
grants/aids in contrast to only 48.8 percent last year. In addition, the CB also 
authorized the issuance of release certificates for importations involving violations 
of Central Bank import rules and regulations subject to  the payment of special 
time deposit penalties. 

The CB-GTEB unit at the Department of Trade and Industry, which was 
reactivated on June 9,1987, was subsequently recalled in September 1988 follow- 
ing the issuance of Circular No. 1174 on April 25, 1988 which liberalized the 
importation of fabrics and textile products. As a result, CB's servicing of the im- 
port requirements of garment exporters was minimized. 

During the year, the CB in implementing the Import Liberalization Program 
in coordination with other government agencies, continued to review the coverage 
of commodities slated to be covered by the Program and to monitor upsurges in 
import levels based on established benchmarks. It likewise studied requests from 
the private sector for protection against unfair competition from imported pro- 
ducts. 

On the export side, the Bank's operations in 1988 were geared toward ex- 
port promotion, maximization of foreign exchange earnings generated from ex- 
port sales, correct declaration of foreign exchange proceeds, acceleration of in- 
ward remittance of foreign exchange receipts and information dissemination. In 
terms of export promotion and assistance, a 1987 Directory of Philippine Export- 
ers, together with other listings of exporters under various classifications, was 
distributed free of charge to interested parties. Moreover, applications for the re- 
mittance of commissions resulting from the sale or distributorship by foreign 
agents abroad of Philippine-made products, especially non-traditional exports, to 
new markets were readily acted upon during the year. 

To maximize foreign exchange receipts from exports, exporters were advised 
by the Central Bank to  renegotiate their contracts with their foreign buyers if 
the declared prices of their export commodities as reflected in their Request for 
Foreign Sales (RFS) and Export Declaration (ED) were below benchmark prices 
based on international trends and quotations regularly monitored by the Bank. 
These renegotiations resulted in incremental foreign exchange earnings from ex- 
port sales of various commodities totalling $36,921.9 in 1988. Exporters were 
similarly advised to  renegotiate their processing agreements with their buyers if 
the processing fees were found to  be unrealistically low. The Bank also monitored 
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closely export declarations without foreign exchange proceeds such as shipments 
of householdslpersonal effects of expatriates leaving the country, display items 
for international trade fairs, tourist purchases and samples. 

With respect to the acceleration of the inward remittance of export receipts, 
exceptions to the sixty (60)-day repatriation rule were limited to a maximum of 
ninety (90) days from shipment date. Payment of exports extending beyond 
ninety (90) days were permitted only in very meritorious cases. 

Partly as a result of these factors, export negotiations in 1988 amounted 
to $5,300.5 million, 23.9 percent higher than the level recorded last year. Export 
payments likewise climbed to $4,362.4 million, 20.7 percent greater than in 1987. 
The gap between export payments and negotiations was traced primarily to the 
offsetting of export proceeds against foreign obligations under intercompany 
open arrangements. 

In 1988, continuing meetings, dialogues, seminars and conferences on for- 
eign trade were conducted and participated in,by representatives from the Cen- 
tral Bank. These provided occasions for information dissemination, close consult- 
ative discussions and coordination with inter-agency groups and other interested 
parties on available exportlimport trade facilities, existing Central Bank rules 
and regulations and developments and problems affecting imports and the export 
industry. 

International Reserve Management 

In 1988, international reserve management continued to be geared towards en- 
suring that the official i n t e rna t iona l  reserve was kept at an adequate level and 
in a suitable asset-currency-maturity mix that would allow the Central Bank to 
meet any foreseeable demand for foreign exchange whileaccessing the best avail- 
able yields on financial investments. 

The international reserve was mainly invested in fixed deposits, fixed in- 
come foreign securities, and precious metals. Investments in US dollar fixed 
deposits were positively influenced by the substantial rise in US dollar interest 
rates and the predominance of dollar-denominated funding requirements. The 
Central Bank undertook dollarlyen swaps to raise dollars while preserving the 
level of dollarlyen-denominated assets and maintaining the present currency com- 
position of the international reserves. In addition, the relatively strong perform- 
ance of the Australian dollar and its higher yield compared to the US dollar pro- 
vided a new venue for the Central Bank's fixed deposits in the form of Australian 
dollar time deposits. 

On the other hand, investments in fixed income foreign securities were 
mainly focused on Canadian dollar Treasury Bills in the face of uncertainties in 
the US financial markets in 1988. This served as a logical alternative investment, 
considering that Canadian dollar T-bills bear a credit risk similar to that of US 
dollar T-bills while providing a 300 basis-point yield advantage. Substantial deal- 
ings were also undertaken in repurchase agreements in yen markets (gensakis). 
However, liquidity requirements during the year necessitated the unloading of 
several investments resulting in the reduction of fixed income securities to  about 
$40 million by yearend. 
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Outright sales of precious metals generated an income of around $18.532 
million even as the Central Bank remained active in locational swaps. In addition, 
the Central Bank continued to deal in gold options. 

Overall, the expansion in the international reserve during the year was 
brought about by: 1)  net purchases from AABs (US$904 million); 2) deposits of 
the Treasurer of the Philippines of the proceeds of the Economic Recovery Loan 
and the Government Corporate Reform Program Loan from the World Bank 
($101 million and $75 million, respectively), the Overseas Economic Cooperation 
Fund (OECF) and Eximbank of Japan co-financing ($100 million each) and the 
OECF 15th Yen Package (also $100 million); 3) purchases of primary gold ($3 13 
million); 4) purchases of US Treasury Warrants ($235 million); 5) deposits under 
the Trade Facility ($203 million); and 6 )  proceeds of the last two (2) tranches 
under the IMF Standby Facility ($91 million). On the other hand, drawdowns 
on the international reserves were made to cover debt servicing requirements of 
both the National Government ($1,259 million) and the Central Bank ($932 mil- 
lion) in 1988. 

OPERATIONS Authorized Flotations 
AS FISCAL 

AGENT OF THE In 1988, total government securities authorized for flotation through and by the 
GOVERNMENT Central Bank amounted to P241.4 billion as compared to last year's P225.2 bil- 

lion. This aggregate included new authorizations (P71.1 billion), the balance 
of previously authorized ceiling for Treasury bills and Central Bank bills (PI 5 1.3 
billion), and previously authorized issues carried over in 1988 (P19.0 billion). 

Transactions during the year for new authorizations included issuances of 
additional blocks of T-bills and T-Notes, with the initial issues of Kalayaan Savings 
Bonds and 7-year Philippine Estate Authority Bonds, medium-term CB notes 
and special series of CB bills for the debt-to-equity conversion program. Of the 
total authorized flotations, T-bills accounted for P50.0 billion which would be 
used to finance the government's funding requirement and at the same time serve 
as instrument for the Central Bank's open market operations. The 5-year Kalayaan 
Savings Bonds, which was designed as a mass-based savings instrument to be initial- 
ly launched in June 1989 accounted for P2.0 billion. Meanwhile, the authorized 
flotation of the 7-year Philippine Estate Authority Bonds amounting to P0.2 
billion was the only government corporate bond authorized during the year and 
will be used to finance the completion of the R-1 Expressway Project (or the 
Manila-Cavite Coastal Road). 

Primary Sales of Securities 

During the year, government securities sold in the primary market aggregated 
P237.4 billion, reflecting an expansion of 23 percent from last year's P195.4 bil- 
lion. Primary issues of the National Government were largely sold through the 
auction method, and amounted to P226.4 billion while CB issues for the debt- 
to-equity conversion program worth P1l.O billion were sold on a negotiated basis. 
In 1988, 52 auctions of T-bills were conducted that offered amounts ranging from 
P3.0 billion t o  P6.0 billion each week in three maturities of 91-, 182- and 364-day 
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bills. Other National Government issues that were likewise sold through auction 
were the three-year 12 percent Treasury Notes amounting to P11.2 billion which 
were higher than last year's P7.0 billion. 

Accounting for about 5.0 percent of total government issues, Central Bank 
issues consisting of CB bills and CB Notes aggregated P1l.O billion, an improve- 
ment of over 300 percent from last year's P2.3, billion. Of this amount, short- 
term special series CB bills amounted to P10.5 billion while the medium-term CB 
Notes fetched P0.4 billion. 

As in the previous year, no government corporate securities were sold in 
1988. This was due to the NG's policy to limit the extension of government 
guarantees on corporate borrowings (including the sale of securities) and make 
these corporations rely more on internally generated funds. 

Of the total securities sold in the primary market, P221.5 billion were mar- 
ketable while the rest amounting to P15.9 billion or 7.0 percent of total were 
non-marketable issues. Compared to last year's level, the share of marketable 
securities to total dropped by 6.0 percentage points from 99.0 percent while the 
share of non-marketable issues improved by 6.0 percentage points from 1.0 per- 
cent due to the issuance of special series T-bills and notes for tax-exempt institu- 
tions and increments in special series CB bills for debt-to-equity transactions. 

The banking system (consisting primarily of public and private commercial 
banks, thrift banks and other banks) absorbed 75.0 percent or P178.7 billion of 
primary issues while private non-banks took 18.0 percent or  P42.1 billion; and 
public non-banks, the remaining 7.0 percent of primary issues. 

The Status of Premyo Savings Bond Flotation Program 

The phasing out and pretermination of Premyo Savings Bonds (PSBs), both regu- 
lar and special series, began on March 1, 1987 in line with the government policy 
of making government security issues market-oriented. As of December 1988, 
total PSBs held by CB-administered funds (Bond Sinking Fund and Securities 
Stabilization Fund) amounted to P1.l billion as compared with the P1.4 billion 
at end-1987. Holdings of investors outside abovementioned CB-administered 
funds further shrank to P25.97 million from P36.79 million in December 1987, 
with the implementation of the phase-out program. 

OTHER New Committees 
ACTIVITIE s 

In response to new developments the Central Bank in 1988 set up/reconstituted 
committees/task forces to help facilitate and enhance the Bank's pursuance of its 
objectives and responsibilities. During the year, eight (8) new committees/task 
forces were formed and two (2) existing ones were rec~nstituted/extended as 
follows: 

1. Intra-Central Bank Task Force (Office Order No. 32, April 8, 1988)- 
constituted to  look into the study of the SGV Consortium on "Strategies for the 
Expansion of Banking Services in the Rural Areas" and to determine which of 
the proposals can be immediately implemented by CB. For proposals which are 
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acceptable but require legislation, a draft of the necessary legislation shall be pre- 
pared by the Task Force. 

2. Congressional Liaison Committee (Office Order No. 62, May 19,1988)- 
organized to coordinate with Congress on matters affecting Central Bank functions 
and activities as well as to represent the Bank in hearings of various committees 
in Congress. 

3. Currency Retirement Committee (Office Order No. 70, May 30,1988)- 
constituted to provide for additional security measures and internal control safe- 
guards on retirement of mutilated, perforated or unfit currency notes. 

4. Ad Hoc Joint Central Bank-Board of Investments Committee (Office 
Order No. 85, June 27, 1988)-constituted to review interrelated agreements of 
the Philippine Sinter Corporation with Kawasaki Steel Corporation of Japan and 
the Kawasaki Steel International of Panama relative to the manufacture and sale 
of sintered ore covering the 10-year period from April 1 ,  1987 to December 3 1, 
1997. The Cor nittee is expected to set up a procedure for the proper valuation 
of imports of iron ore and exports of sintered ore under the said agreements. 

5. Ad Hoc Committee on Bank Asset Valuation Review (Office Order No. 
13 5, November 18, 1988)-organized to review guidelines for the qualitative 
appraisal of bank assets and provisioning for loan losses. 

6. Ad Hoc Multisectoral Committee on Commercial Banks Reports Review 
(Office Order No. 136, November 18, 1988)-organized to undertake a compre- 
hensive study and review of reports of commercial banks required by CB with a 
view to improving the transparency and consistency of bank financial data. 

7. Financial Reporting Review Committee (Office Order No. 137, Novem- 
ber 18, 1988)-created to undertake a comprehensive review of the published 
financial statement of banks to ensure transparency and consistency of reported 
information. 

8. Ad Hoc Committee on Trust Department Accounts Review Committee 
(Office Order No. 138, November 18, 1988)-constituted to undertake a com- 
prehensive study and review of the trust department accounts of banks. 

Reconstituted/Extended Committees/Task Forces 

1. Inter-Agency Committee on No-Dollar Imports (Office Order No. 24, 
April 4, 1988)-extended its term of operation to end-April 1988 or  until the 
approval of new guidelines on  no-dollar importation of motor vehicles. 

2. Prequalification, Bids and Awards Committee (Office Order No. 58, 
May 19, 1988)-further reconstituted to take charge of CB building/construct- 
ion program and prepare schedule of implementation of approved projects. The 
Committee is also tasked to evaluate bids and approve awards to qualified bidders. 

In addition, three (3) other ad hoc committees were organized to take 
charge of the necessary preparatory arrangements relating to  the conduct of spe- 
cial eventslactivities such as the celebration of the 40th Anniversary of the Central 
Bank in January 1988 and the hosting of the Southeast Asian Central Banks 
(SEACEN) Seminar on Open Market Operations as a Monetary Instrument on 
July 13-1 5, 1988, and SEACEN-IMF Course on Financial Analysis and Program- 
ming from February 15- March 3 1, 1989. Meanwhile, an ad hoc committee to 
screen applicants for CB security guards and to draw up measures involving tha 
assignment of guards in the CB complex was also constituted. 
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Gold Refinery and Mint 

In 1988, the Central Bank Gold Refinery's aggregate output of 786.6 thousand 
troy ounces of refined gold exceeded the year's target by 15.7 percent and the 
previous year's production by 0.4 percent, despite the decline of about 10 per- 
cent in raw bullion purchases during the year. Total production of refined silver 
expanded by 16.4 percent to 1122.1 thousand troy ounces and surpassed the 
target by 45.7 percent by year-end. The aggregate raw bullion which were pur- 
chased by the Bank from the primary gold producers, gold panners and the Philip- 
pine Associated Smelting and Refinery Corporation (PASAR) weighed 163 3.1 
thousand troy ounces valued at P6.8 billion. 

During the year, the Central Bank Mint turned out 380.3 million circula- 
tion coins and 500 sets 1988 brilliant uncirculated coins. Coin deliveries to the 
Cash Department aggregated 637.3 million with a face value of P318.1 million. 
The Mint also packed for release two million pieces of People Power nickel coins 
in presentation folders. 

Security Printing Plant 

In 1988, the Security Printing Plant (SPP) produced a total of 518.2 million 
banknotes, a substantial increase of 26.8 percent over the 408.7 million bank- 
notes in 1987. Delivery of banknotes to  the Cash Department constituted 78.2 
percent of the 1988 revised order of 610 million notes, including 1,000 sets of 
specimen banknotes in presentation albums. Other deliveries from the previous 
year's output consisted of 500 uncut sheets of 5-Piso and 20-Piso denominations. 

In the same year, the Plant printed security documents (regular and special 
checks, and non-check instruments) which aggregated 114.8 million pieces, high- 
er by 8.8 percent from the 1987 output. 

In comparison, the combined production of chewing tobacco stamps, docu- 
mentary stamps and wine labels totalling 3 19.3 million pieces decreased to near- 
ly half of the 632 million pieces produced in the previous year due partly to late 
receipt of additional orders for documentary stamps. Delivery was completed for 
the order of 35 million pieces of chewing tobacco strips while 239.5 million 
pieces or about 80 percent of the total order for wine labels were served. 

Additionally, 1.1 million passport booklets were printed and delivered to 
the Department of Foreign Affairs in 1988. The Plant also completed 35 thou- 
sand Seaman's Service Record Books. 

Currency Issue 

As of December 3 1,1988, the Central Bank's net outstanding liability for currency 
notes and coins issued amounted to P46.6 billion, up by 11.4 percent over the 
1987 level. During the year, the Bank maintained an average level of currency 
issue of P37.0 billion except in December when the level rose to P46.6 billion in 
response to the higher demand for currency during the Christmas season. 
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Clearing Operations 

With forty-six clearing participants including the Central Bank and National Go- 
vernment, a total of 33.1 million checks (local and out-of-town) valued at P479.4 
billion were cleared' in 1988 through the facilities of the Manila Clearing Center 
and twenty-nine regional clearing units. Compared to the 1987 level, the aggre- 
gate volume of checks cleared increased by 16.1 percent with a corresponding 
rise of 22.2 percent in face value. Meanwhile, in line with the Central Bank's 
program of expanding the geographic coverage of its regional clearing opera- 
tions in support of the growing trade and commerce, Tuba in Benguet was added 
to the clearing areas of Baguio Regional Clearing Unit. 

Training Programs/Technical Assistance 

The CB Institute continued to implement in 1988 program on career develop- 
ment, supervisory and managerial techniques as well as attitude enrichment and 
skills development for personnel of CB and of financial institutions under its 
supervision as well as participants from other countries. During the year, the CB 
Institute conducted a total of 64 courses consisting of 152 offerings attended by 
8,603 participants, 3,246 of which were CB employees. 

For Central Bank personnel, various management, technical and computer 
courses were offered such as the Management Development Program, Computer 
Audit Course for Bank Examiners, Seminar on Treasury Operations with Foreign 
Exchange Course, Seminar on Export Financing and Print and Design Seminar 
Workshop. Likewise, lectures/symposia on health care, integrity, ethics in govern- 
ment as well as specialized courses on self-help livelihood programs were conducted 
for CB employees. 

As in previous years, the CB conducted programs to  respond to  the train- 
ing needs of CB supervised banks and non-bank financial institutions in the light 
of changes/developments in the financial system. In particular, courses covering 
all aspects of the implementation of the Agricultural Loan Fund (ALF), from 
familiarization to  evaluation phase, were offered to ALF implementors. Training 
programs for Rural Bank personnel were also offered such as the Rural Lending 
Management Credit. 

Course offerings with foreign participation from Sri Lanka, Nepal, China, 
Indonesia, Thailand and India included the SEACENsponsored seminar on open 
market operations, management training, human relations and personnel policies, 
technical know-how on loan monitoring and evaluation, project appraisals and 
bank supervision. 

In the same year, the CB Scholarship Program extended assistance to de- 
serving CB employees in pursuing masteral academic courses, five of which were 
in local universities and six in foreign schools. Administrative and financial sup- 
port were also given to eight grantees under the National Scholarship for Deve- 
lopment (NSFD) program's Study-Now-Pay-Later-Plan, 10 deserving children of 
CB employees, 72 grantees in different local non-degree programs sponsored by 
the government/private sector as well as to 24 grantees to workshops and seminars 
in foreign countries either as participants or resource persons. 
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Loans and Credit Operations 

As of end-1988, outstanding loans of the Central Bank stood at P14.7 billion, a 
decline of P0.7 billion from the end-1987 level of P15.4 billion mainly due to 
loan repayments made by the various borrower institutions notably NG, govern- 
ment banks and non-banks with quasi-banking functions. Delinquent accounts 
at P4.7 billion were lower by 33 percent over the 1987 level due to decreases in 
the arrearages of commercial banks under receivership andlor liquidation, thrift 
banks and rural banks following the implementation of a rehabilitation program 
for rural banks. Meanwhile, outstanding regular rediscount credits at P5.8 billion 
as of end-1988 remained almost unchanged from the end-1987 level. Rediscount 
loans granted however increased by P6.6 billion from P4.4 billion in 1987 to 
P1l.O billion in 1988 indicative of good collection and higher turnover of redis- 
count loans. The rediscount rate remained unchanged at 10 percent. 

Gross earnings of CB from its lending operations in 1988 reached P1.2 bil- 
lion representing collection of interest payments from borrower institutions and 
miscellaneous income from past due loans, overdrafts and penalties for violations 
of rediscounting regulations. 

Regional Operations 

With the rise in economic activity in the regional areas of the country, CB, through 
its four regional offices (Cebu, Davao, La Union, Tacloban) and 13 regional units 
(6 in Luzon, 4 in Visayas, 3 in Mindanao) continued to extend and expand ser- 
vices to local financial communities. 

Cash and Banking Operations. As of end-1988, total receipts from 17 
operating cash units throughout the country amounted to P30.9 billion reflect- 
ing an increase of 22.1 percent over the 1987 level. These receipts emanated from 
cash and checking deposits, cash requisitions, incoming cash shipments, income 
from sales of foreign currencies, and proceeds from sales of government securities. 
On the other hand, disbursements which ensued from cash withdrawals by banks, 
outgoing cash shipments and encashments of government securities, registered a 
total of P30.6 billion, higher by 34.9 percent than last year's figures. Total cash 
deposits and withdrawals aggregated P29.3 billion and P19.7 billion, respectively, 
while foreign currency receipts from purchases from banks and telegraphic trans- 
fer swap totalled $1 12.8 million or P2.4 tillion in 1988. 

Rediscounting Operations. Total rediscount loans granted to rural banks 
by CB regional offices in Cebu, Davao and La Union registered a total of P139.3 
million, higher by 4.1 percent or P5.5 million than last year's figures. On the 
other hand, total loan repayments amounted to P167.3 million in 1988, posting 
a decline of 12.3 percent from last year's P190.6 million. Past due loans amount- 
ed to P1.l billion, a slight increase of 0.4 percent. 

Securities Marketing and Servicing, Sales of government securities arnount- 
ed to  P1.2 million in 1988 which reflected a 77.0 percent decline from 1987's 
P5.15 million due to  the phase-out of regular CB bills and the pretermination of 
the Premyo Savings and Biglang Bahay Bonds. Encashment of government secu- 
rities and bonds amounted to  P19 million, lower by P5.3 million or 21.9 percent 
as compared to P24.4 million last year. 
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Gold Buying Operations. Gold purchases of the CB Regional Office in 
Davao aggregated 5,985 kilos, a decline of 8 percent from 6,500 in 1987. This 
downtrend in gold purchases which started during the last quarter of 1987 was 
traced to the sale of gold by traders to other buyers. Likewise, silver purchases 
declined by 5.8 percent from 1,440 kilos in 1987 to 1,357.8 in 1988. 

Clearing Operations. A total of 26,165,781 checks valued at P366.34 bil- 
lion were cleared in 1988 by Regional Clearing Units in 17 CB Regional Offices1 
Units. Checks for local clearing comprised 52.8 percent of the total, while out- 
of-town and inter-regional clearing represented 41.2 percent and 6.0 percent, 
respectively. The number of checks cleared during the year in review was higher 
by 18.1 percent or P5 1.9 billion than last year's P3 14.5 billion. 

International Economic Cooperation 

The Central Bank continued to involve itself in regional and international co- 
operation through active participation in the various activities of international 
associations and organizations. The year began with the Central Bank participa- 
tion in the 23rd Conference of the Governors of South East Asian Central Banks 
(SEACEN) held in Singapore. In this meeting, recent economic and monetary 
developments in member countries as well as the world economic outlook and 
its impact on the SEACEN region were analyzed. Moreover, the proposed program 
of activities and the budget of the SEACEN Research and Training Centre for 
the year 1988189 were approved. The highlight of the meeting was, however, the 
signing by the SEACEN Board of Governors of the Trust Deed for the establish- 1 1  
ment of a SEACEN Trust Fund. Proceeds from this Trust Fund will be used to 
shoulder the expenses to be incurred in carrying out the scholarship program of 
the SEACEN Centre. As part of its commitment to the SEACEN Centre, the 
Central Bank hosted a region-wide seminar on Open Market Operations as a 
Monetary Instrument in July. 

Upon invi ta t ion  of the S o u t h  East Asia, New Zealand and Aust ra l ia  
(SEANZA) Central Bank Council of Governors, the Central Bank participated in 
the SEANZA Governors' Symposium held in Sydney, Australia in November. Dis- 
cussions in this gathering of heads of central bankslmonetary autl;orities centered 
on the problems and pressures confronting a central bank given the changing 
world economic environment. A month earlier, the Central Bank was involved in 
the 17th SEANZA Central Banking Course also held in Sydney through the desig- 
nation of one of its officials as member of the directing staff and another as par- 
ticipant in the course. 

The Central Bank also took active part in the activities of the Asian and 
Pacific Regional Agricultural Credit Association (APRACA) whose main objective 
is t o  stimulate cooperation in the improvement and planning of financial credits 
for agricultural development in the region as well as organize training programs 
on agricultural credit. Since the seat of the training arm of APRACA, the Center 
for Training and-Research in Agricultural Banking (CENTRAB), is located in the 
Philippines, most of its training programs conducted during the year were held in 
the Central Bank Institute. An important development during the year was the 
designation of a Central Bank official as Program Director of the CENTRAB by 
the Executive Board of APRACA. 
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In the ASEAN, the Central Bank focused its activities towards the imple- 
mentation as well as the monitoring of economic agreements reached during the 
Third Meeting of the ASEAN Heads of State in Manila in December 1987. Aside 
from attending meetings and activities of the Philippine Council for ASEAN Co- 
operation (PCAC), of which the Central Bank is a member, the Central Bank par- 
ticipated in a number of studies, workshops and consultations in order to  discuss 
ways and means to concretize the proposals enumerated in the Plan of Action of 
the Third ASEAN Summit. One of the major accomplishments of the Central 
Bank during the year was the implementation of the use of ASEAN currencies for 
intra-ASEAN trade. Relatedly, studies were undertaken to expand the scope of 
the use of ASEAN currencies to promote intra-ASEAN investments. 

In the area of international monetary cooperation, the Central Bank was 
an active participant in the meetings and other activities of the International 
Monetary Fund (IMF), the World Bank and its affiliates and the Asian Develop- 
ment Bank (ADB). Aside from participating in the annual meetings of these insti- 
tutions, the Central Bank was able to avail itself of different financing arrange- 
ments of these institutions and training programs offered by them. 

With regard to trade cooperation, the Central Bank continued to be actively 
involved in the ongoing Uruguay Round of Multilateral T rade  Negotiations 
(URMTN) of the General Agreement on Tariffs and Trade (GATT). The Central 
Bank was able to provide the necessary inputs to  Philippine positions on various 
negotiating topics such as those on the Functioning of the GATT System, the 
GATT Articles and Trade in Services. In October, upon the request of the Coun- 
cil of Contracting Parties to the GATT, the Philippine government, represented 
by the Central Bank, undertook balance of payments consultations with the 
GATT Committee on Balance of Payments Restrictions. This consultation was 
held essentially to justify the remaining trade restrictive measures being imposed 
by the government for balance of payments purposes. 

In coordination with other concerned government agencies, the Central 
Bank continued to revise the Philippine Standard Commodity Classification Code 
(PSCC) to conform with the Harmonized Commodity Code and Classification 
System (HS). The HS is a new international product nomenclature that is now 
used internationally 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. Revision of the 
PSCC is expected to be completed in the early part of 1989 and will be ready for 
use by concerned agencies by midyear. 
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FINANCIAL Total assets of the Central Bank amounted to  P349.9 billion as of end-December 
CONDITION 1988 increasing by 7.6 percent or  P24.7 billion from end-December 1987. The 

OF THE improvement in CB's total resources during the period was due largely to the in- 
CENTRAL crement in the Exchange Stabilization Account, the Monetary Adjustment Ac- 

BANK count and the revaluation of international reserves which represented valuation 
adjustments of foreign-currency denominated accounts for exchange rate move- 
ments. CB international reserves improved by 7.3 percent or  P3.0 billion from 
December 1987 to reach P43.5 billion at  end-December 1988. Onthe  other hand, 
government securities held by CB declined by P1.8 billion following the policy 
of phasing out low-yielding government securities on maturity dates. 

Loans and advances of CB, which accounted for 18.5 percent of CB's re- 
sources, dropped by P0.9 billion or  1.3 percent t o  reach P64.7 billion at  end- 
December 1988 as a result largely of repayments of loans under the various 
lending facilities of CB notably the Consolidated Foreign Borrowings Program 
(CFBP), and loans t o  APEX. 

Compared with the level as of end-1987, total outstanding liabilities of 
the CB grew by 7.6 percent t o  reach P349.2 billion by end-December 1988. The 
increment in CB's deposit liabilities stemmed mainly from the substantial build- 
up in NG deposits with CB, a large portion of which represented proceeds from 
the flotation of Treasury bills. 

The net worth of the CB showed an improvement of P70.3 million or 9.9 
percent from the end-1987 level t o  reach P782.6 million at end-1988. The increase 
in CB's net worth was accounted for by the growth in capital reserves and un- 
divided profits by P60.2 million and P4.2 million, respectively (Table 18). 



Finan& Condition of :be CmtrdBmk 91 

- 1  - I  
* 

Table 18. STATJWENT OP CONDmON OF THE CENTRAL BANK 
151 of E d  1987-1988 - .: :' 

(In Millbo h d  v.  ? , ~ - 8  . 
2 .:;*5 

I n ~ t i o a r l a a 6 y S  
Dame*tieSsnairia 
Lwar and Adnnar 
R d m & n  of immnrriancl Rcrna 
Monctlrp Adjp.rmant Aawpnt 
eDdlr BhdmmdOtha FiidArru 
Exchange SUWliution Adjusmen: ACEQUM 
OohrrAllda 









- 

SUPPLEMENTARY TABLES 95 

Table A-01. TEN PRINCIPAL EXPORTS 
1987-1 988 
(FOB Value in Million US Dollars) 

1 9 8 8  1 9 8 7  
Percent Percent 

Cominodity Value Distribution Value Distribution 

Total Exports 7,074 100.0 5,720 100.0 

Semi-conductor Devices 693 9.8 5 86  10.2 

Coconut Oil 408 5.8 381 6.7 

Electronic Microcircuits 358 5.1 322 5.6 

Copper Metal 295 4.2 162 2.8 

Consigned Children's & Infants' Wear 276 3.9 201 3.5 

Shrimps and Prawns 250 3.5 155 2.7 

Consigned Women's Wear 219 3.1 191 3.3 

Copper Concentrates 216 3.1 179 3.1 

Consigned Men's Wear 197 2.8 109 1.9 

Outer Garments, Knitted or Crocheted 168 2.4 143 2.5 

Total Ten Principal Exports 3,080 43.5 2,429 42.5 

Others 3,994 56.5 3,291 57.5 
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Table A-02. TEN PRINCIPAL IMPORTS 
1987-1 988 
(FOB Value in Million US Dollars) 

1 9 8 8  1 9 8 7  
Percent Percent 

Commodity Value Distribution Value Distribution 

Total Imports 8,159 100.0 6,737 100.0 

Mineral Fuels, Lubricants & 
Related Materials 1,096 13.4 1,249 18.5 

Machinery Other than Electric 708 8.7 537 8.0 

Base Metals 5 99 7.3 427 6.3 

Cereal & Cereal Preparation 228 2.8 135 2.0 

Transport Equipment 357 4.4 149 2.2 

Electrical Machinery, Apparatus 
& Appliances 5 79 7.1 45 1 6.7 

Explosive, Miscellaneous Chemical 
Materials & Products 3 44 4.2 303 4.5 

Chemical Elements & Compounds 3 77 4.6 332 4.9 

Textile Fibers Not Manufactured 
Into Thread & Yarn 156 1.9 126 1.9 

Manufactures of Metal 8 5 1.0 63 0.9 

Total Ten Principal Imports 4,529 55.5 3,772 56.0 

Others 3,630 44.5 2,965 44.0 

Source: National Statistics Office 
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Table A-03. MONTHLY VALUES OF EXPORTS AND IMPORTS 
1987 & 1988 
(FOB Value in Million US Dollars) 

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

Total 7,074 8,159 5,720 6,737 

January 492 605 369 451 

February 527 585 3 96 440 

March 532 595 453 5 46 

April 5 34 632 41 5 509 

May 560 679 479 5 80  

June 619 713 479 5 06 

July 618 712 502 626 

August 640 809 503 604 

September 628 756 5 04  65 1 

October 592 731 5 24 633 

November 610 700 525 565 

December 722 642 571 626 
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Table A-04. DIRECTION OF TRADE 
1987 & 1988 
(FOB Value in Million US Dollars) 

1 9 8 8  1 9  8 7 
Percent F'ereent Percent Percent 

Country Imports Distribution Exports Distribution Imports Distribution Exports Distnhtion 

Total 8,159 100.0 7,074 100.0 6,737 100.0 5,720 100.0 

United States 1,715 21.0 2,516 35.6 1.488 221 2,064 36.1 

lapan 1,421 17.4 1,420 20.1 1,121 16.6 981 17.2 

European Economic Community 1,040 127 1,212 17.1 782 11.6 1,089 19.0 

Middle East Countries 797 9.8 100 1.4 834 124 101 1.8 

ASEAN 754 9.2 492 7.0 687 10.2 507 8.9 

Socialist Countries 302 3.7 91 1.3 257 3.8 116 2.0 

Other Countries 2,130 26.2 1,243 17.5 1.568 23.3 862 15.1 
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Table A-05. PURCHASES AND SALES OF FOREIGN EXCHANGE BY THE CENTRAL BANK 
1988 
(In Million US Dollars) 

Purchases From Sales To 
Commercial Banks Commercial Banks 

End of Total spot Swap others1 Total Spot Swap others2 
Period (2)=(2 to 4) (2) (3)  (4) (5)=(6 to 8) (6) (7) (8) 

1988 

Jan 217.06 131.48 - 85.58 237.22 144.23 92.99 
Feb 165.07 112.95 - 52.12 142.03 100.54 41.49 
Mar 274.25 206.67 - 67.58 171.29 122.11 49.18 
Apr 229.83 181.59 - 48.24 136.05 95.68 40.37 
May 294.57 226.53 - 68.04 104.83 104.01 0.82 
Jun 272.78 172.82 - 99.96 209.64 117.3 1 92.3 3 
Jul 172.95 163.19 - 9.76 123.93 114.64 9.29 
Aug 243.06 165.09 - 77.97 189.18 114.92 74.26 
Sep 232.21 155.01 - 77.20 222.00 158.36 63.64 
Oct 147.06 136.25 - 10.81 117.90 115.53 2.37 
Nov 197.40 191.21 - 6.19 131.68 129.90 1.78 
Dec 405.89 393.50 - 12.39 13 3.02 13 3.02 

'~ncludes transactions relative to (a) Foreign Currency Deposits of Commercial Banks; and (b) Exports of 
Secondary Gold per Circular No. 602 

2~ncludes transactions relative to (a) Withdrawal from Foreign Currency Deposits of Commercial Banks; and 
(b) Deliveries of Forward Commitments (i.e., Oil, NSC, NFA, Circular No. 970, etc.) 

Source: Treasury, Central Bank of the Philippines 
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Table A-06. CENTRAL BANK PORTFOLIO 
CREDITS OUTSTANDING 
As of End 1987-1988 
(In Million Pesos) 

Item 1988 1987 

Total 72,024.1 74,738.8 

1. Loans and Advances 64,672.5 65,543.4 

A. Budgetary & Subscription 
Payment Loans 2,523.6 3,043.5 

B. ~ e d i s c o u n t i n ~ '  9,945.7 10,865.0 
C. Repurchase Agreements 448.4 611.3 
D. CFBP ~ o a n s ~  31,296.1 32,555.3 
E. APEX Loans 802.2 961.9 
F. IBRD ~ o a n s ~  265.0 277.9 
G. overdrafts4 12,881.7 12,753.4 
H. Advances Under Various 

Debt Restructuring Schemes 4,218.9 2,911.4 
I. Others 2,290.9 1,563.7 

2. Domestic securitiesS 7,351.6 9,195.4 

A. PW and ED ~ o n d s ~  68.5 58.1 
B. Treasury Notes 162.2 269.3 
C. Treasury Bonds 6,242.0 7,416.1 
D. Capital Treasury Bonds 400.0 400.0 
E. Premyo Savings1 

Biglang Bahay Bonds 
F. CapitallTreasury Notes 237.0 312.0 
G. Treasury Capital Bonds 38.5 35.7 
H. Treasury Bills 21.5 109.7 
I. Others 181.9 5 94.5 

llncludes rediscount loans and loans under repurchase agreements to PNB and 
DBP transferred to the National Government. 
2~onsolidated Foreign Borrowings Program 
3International Bank for Reconstruction and Development 
4 ~ e t  of Special Account Balances 
f i ~ x c l u d i n ~  Treasury Notes and Bonds issued against RP-Japan Commodity 
Loan Agreement 
6~ub l i c  Works and Economic Development Bonds 

Source. DER-Domestic, Central Bank of the Philippines 
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Table A-07. OUTSTANDING CENTRAL BANK REDISCOUNT LOANS, 
BY  INSTITUTION^ 
As of End 1987-1988 
(In Million Pesos) 

Percent Distribution 
Institution 1988 1987 1988 1987 

Total 7,191 7,706 100.0 100.0 

1. Commercial Banks 3,559 3,609 49.5 46.8 

2. Specialized Banks 119 3 34 1.7 4.3 

3. Thrift Banks 321 356 4.5 4.6 

4.  Rural Banks 2,721 2,757 37.8 35.8 

5. Non-Banks 471 650 6.5 8.4 

' ~ x c l u d i n ~  loans to  the National Government (budgetary loans), subscription payments 
to international financial institutions and loans to PNB and DBP which were transferred to  
the National Government. 

Source: Department of Loans and Credit, Central Bank of the Philippines 
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Table A-08. OUTSTANDING CENTRAL BANK REDISCOUNT LOANS 
TO COMMERCIAL & RURAL BANKS, BY INDUSTRY 
As of End 1987-1988 
(In Million Pesos) 

Percent Distribution 
Institution 1988 1987 1988 1987 

Total 6,280 6,366 100.0 100.0 

1. Commercial Banks 3,559 3,609 56.7 56.7 

a. Rice and Corn 

b. Exports 1,983 1,736 31.6 27.3 

c. Emergency 1,445 1,768 23.0 27.8 

d. Others 131 105 2.1 1.6 

2. Rural Banks 2,721 2,757 43.3 43.3 

a. Masagana 99 259 266 4.1 4.2 

b. Supervised Credit 1,054 1,102 16.8 17.3 

c. Non-Supervised Credit 1,127 1,099 17.9 17.3 

d. Emergency 5 5 0.1 0.1 

e. Others 276 285 4.4 4.5 

Sowce: Department of Loans and Credit, Central Bank of the Philippines 

- 
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Table A-09. LOANS OUTSTANDING OF COMMERCIAL BANKS, 
BY INDUSTRY 
As of End-September 1987-1988 
(In Million Pesos) 

September September Changes 
Sector 1988 1987 Amount Percent 

~ota l '  128,785.9 109,813.6 18,972.3 17.3 

Agriculture, Fishery and 
Forestry 12,907.0 12,262.8 644.2 5.3 

Mining and Quarrying 7,714.4 6,793.1 921.3 13.6 

Manufacturing 47,207.2 35,765.1 11,442.1 32.0 

Electricity, Gas and Water 1,088.2 630.2 458.0 72.7 

Construction 2,482.5 3,679.7 -1,197.2 -32.5 

Trade 18,114.9 14,247.1 3,867.8 27.1 

Transport, Storage and 
Communication 4,082.0 3,391.9 690.1 20.3 

Financing, Insurance and 
Business Services 9,898.3 10,158.8 -260.5 -2.6 

Real Estate 5,600.8 2,657.2 2,943.6 110.8 

Community, Social and 
Personal Services 6,297.1 5,301.4 995.7 18.8 

Others, n.e.c. 2 13,393.5 14,926.3 -1,532.8 -10.3 

l ~ a t a  reflected the transfer of non-performing assets of PNB 
2~onsis ts  of past due items, items in litigation, domestic and foreign bills-clean. 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-10. TOTAL LOANS OUTSTANDING OF COMMERCIAL BANKS, 
BY REGION 
As of End-September 1987-1988 
(In Million Pesos) 

September September Changes 
Region 1988 1987 Amount Percent 

~ o t a l l  115,392.4 94,887.3 20,505.1 21.6 

National Capital Region 87,416.0 80,426.2 6,989.8 8.7 

I Iiocos & Mt. Province 2,433.3 458.8 1,974.5 430.4 

I1 Cagayan Valley 92 7.9 482.5 445.4 92.3 

111 Central Luzon 2,873.9 1,675.0 1,198.9 71.6 

IV Southern Tagalog 1,286.5 1,148.1 138.4 12.1 

V Bicol Region 7,571.9 656.6 6,915.3 1,053.2 

VI Western Visayas 5,240.1 4,908.1 332.0 6.8 

VII Central Visayas 4,017.4 2,249.1 1,768.3 78.6 

VIII Eastern Visayas 643.9 278.9 365.0 130.9 

IX Western Mindanao 324.2 461.7 -137.5 -29.8 

X Northern Mindanao 710.5 895.7 -185.2 -20.7 

XI Southern Mindanao 1,431.6 742.3 689.3 92.9 

XI1 Central Mindanao 5 15.2 504.3 10.9 2.2 

l ~ a t a  reflected the transfer of non-performing assets of PNB; excludes past due items, items in 
litigation, domestic and foreign bills-clean 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-1 1. LOANS OUTSTANDING OF THRIFT BANKS, BY PURPOSE 
As of End-September 1987-1988 
(In Million Pesos) 

September September Percent Distribution 
Sector 1988 1987 1988 1987 

Total 13,693.5 10,166.9 100.0 100.0 

Agriculture 2,608.5 2,543.9 19.1 25.0 

Commercial 1,855.1 1,724.1 13.5 17.0 

Industrial 824.5 530.7 6.0 5.2 

Real Estate 3,666.7 2,542.0 26.8 25.0 

Consumption 896.5 389.6 6.5 3.8 

Others 3,842.2 2,436.6 28.1 24.0 

Source: Department o f  Economic Research-Domestic, Central Bank of the Philippines and 
Supervisory Reports Office, Central Bank of the Philippines. 
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Table A-12. LOANS OUTSTANDING OF SAVINGS BANKS, BY REGION 
As of End-September 1987-1988 
(In Million Pesos) 

September September Changes 
Region 1988 1987 Amount Percent 

Total 6,643.3 4,998.1 1,645.2 32.9 

National Capital Region 6,557.2 4,828.5 1,728.7 35.8 

I Ilocos & Mt. Province 0.2 -0.2 100.0 

I1 Cagayan Valley 

I11 Central Luzon 77.3 73.6 3.7 5.0 

IV Southern Tagalog 1.2 60.3 -59.1 -98.0 

V Bicol Region 

VI Western Visayas 18.7 -18.7 -100.0 

VII Central Visayas 2.8 -2.8 -100.0 

VIII Eastern Visayas 

IX Western Mindanao 7.6 7.4 0.2 2.7 

X Northern Mindanao 

XI Southern Mindanao 6.6 -6.6 -100.0 

XI1 Central Mindanao 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-1 3. LOANS OUTSTANDING OF PRIVATE DEVELOPMENT BANKS, 
BY REGION 
As of End-September 1987-1988 
(In Million Pesos) 

September 1988 September 1987 Changes 
Region Total Ratio Total Ratio Amount Percent 

Total 3,206.6 100.1 2,757.8 100.0 448.8 16.3 

National Capital Region 1,036.8 32.3 779.0 28.2 257.8 3 3.1 

I Ilocos & Mt. Province 27.2 0.8 24.1 0.9 3.1 12.9 

I1 Cagayan Valley 

111 Central Luzon 1,065.4 33.2 884.4 32.1 181.0 20.5 

IV Southern Tagalog 766.4 23.9 835.4 30.3 -69.0 -8.3 

V Bicol Region 24.6 0.8 20.3 0.7 4.3 21.2 

VI Western Visayas 109.2 3.4 98.1 3.6 11.1 11.3 

VII Central Visayas 65.6 2.0 56.4 2.0 9.2 16.3 

VIII Eastern Visayas 1.2 0.1 1.5 0.1 -0.3 -20.0 

IX Western Mindanao 

X Northern Mindanao 69.4 2.2 29.3 1.1 40.1 136.9 

XI Southern Mindanao 40.8 1.3 29.3 1.0 11.5 39.2 

XI1 Central Mindanao 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-14. LOANS OUTSTANDING OF SPECIALIZED 
GOVERNMENT BANKS, BY  PURPOSE^ 
As of End-September 1987-1988 
(In Million Pesos) 

September September Percent Distribution 
Item 1988 1987 1988 1987 

Total 10,006.6 8,803.5 100.0 100.1 

Agriculture 3,947.4 2,503.1 39.4 28.4 

Commercial 364.3 431.2 3.6 4.9 

Industrial 2,101.7 860.1 21.0 9.8 

Real Estate 1,266.0 1,208.1 12.7 13.7 

Consumption 88.0 74.6 0.9 0.9 

others2 2,239.2 3,726.4 22.4 42.3 

lconsisting of the Development Bank of the Philippines, Philippine Amanah Bank and 
Land Bank of the Philippines after transfer of selected assets and liabilities of one 
s ecialized government bank to the National Government 
&inancing, insurance, business m i c e s  and others 

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-September 1987-1988 
(In Million Pesos) 

September September Changes 
Region 1988 1987 Amount Percent 

Total 4,458.6 3,797.8 660.8 17.4 

National Capital Region 2,531.6 1,939.0 592.6 30.6 

I Ilocos & Mt. Province 76.3 117.3 -41.0 -35.0 

I1 Cagayan Valley 393.8 310.0 83.8 27.0 

111 Central Luzon 832.1 1,006.0 -173.9 -17.3 

IV Southern Tagalog 93.3 68.6 24.7 36.0 

V Bicol Region 154.8 56.5 98.3 174.0 

VI Western Visayas 30.7 87.8 -57.1 -65.0 

VII Central Visayas 90.7 90.7 100.0 

VIII Eastern Visayas 67.3 67.3 100.0 

IX Western Mindanao 75.8 74.1 1.7 2.3 

X Northern Mindanao 41.1 33.8 7.3 21.6 

XI Southern Mindanao 52.9 81.5 -28.6 -35.1 

XI1 Central Mindanao 18.2 23.2 -5.0 -21.6 

'consisting of Land Bank of the Philippines and Philippine Amanah Bank 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-16. LOANS OUTSTANDING OF RURAL BANKS, BY PURPOSE 
As of End-September 1987-1988 
(In Million Pesos) 

September September Percent Distribution 
Sector 1988 1987 1988 1987 

Total 7,833.3 7,143.0 100.0 99.9 

Agriculture 5,752.8 5,492.0 73.4 76.8 

Commercial 844.7 690.0 10.8 9.7 

Industrial 235.6 205.0 3.0 2.9 

Others 1,000.2 756.0 12.8 10.6 

Source: Supervisory Reports Office, Central Bank of the Philippines 
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ble A-17. WEIGHTED AVERAGE INTEREST RATES 
1987-1988 
(h Percent Per Annum) 

Nominal ~ e a l ~  
Type 1988 1987 1988 1987 

I. Borrowing Rates of Banks 

a. WAIR on  interbanki 14.239 11.965 5.439 8.165 
b. Savings Deposits 4.100 4.530 -4.700 0.730 
c. Time Deposits (All Maturities) 13.392 9.767 4.592 5.967 
d. Manila Reference Rate (MRR) 

60  Days 12.812 9.500 4.012 5.700 
90 Days 10.688 9.375 1.888 5.575 

180 Days 14.750 9.375 5.950 5.575 
All Maturities 12.375 9.438 3.575 5.638 

11. Lending Rates 

e. Secured Loans (A11 Maturities) 15.998 13.295 7.198 9.495 

111. Central Bank Ratcs 

f. RIP Rates (Term) 20.494 13.682 11.694 9.882 
g. Reverse RIP (Term) 13.114 11.636 4.314 7.836 
h. overdrafts2 21.320 21.544 12.520 17.744 
i. Emergency Loans and Advances2 16.404 13.172 7.604 9.372 
j. ~ c d i s c o u n t s ~  10.000 10.000 1.200 6.200 

IV. Central Bank BillsITreasury Bills 

k. CB Bills (All Maturities) 14.633 10.812 5.833 7.012 
1. Treasury Bills (A11 Maturities) 15.510 12.887 6.710 9.087 

l ~ a t a  furnished by CB Treasury Office 
2 ~ v e r a ~ e  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 ~ o m i n a 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, 1986-1988 
(In Percent Per Annum) 

Time Deposits Secured Loans 
Savings 1 Year a1 Year Over 1 Year >1 Year Over 

Period Deposits & Below to 2 Years 2 Years & Below to 2 Years 2 Years 

1986 Jan 8.795 12.574 13.744 14.388 18.308 24.000 22.086 
Fcb 8.780 14.123 15.542 19.728 17.721 42.000 20.204 
Mar 8.778 16.019 15.892 21.247 24.521 26.000 23.642 
*Pr 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 13.170 11.203 15.973 16.747 30.000 18.376 
Jul 8.202 11.329 11.685 13.410 16.512 22.559 20.897 
Aug 7.928 10.853 12.839 11.542 15.383 21.454 22.101 
Sep 7.131 10.169 9.911 13.194 16.258 20.115 16.108 
Oct 7.009 9.447 11.183 11.956 14.467 18.517 15.789 
Nov 6.809 9.713 12.442 11.782 14.686 17.785 14.726 
Dcc 6.352 8.364 8.580 9.858 13.879 16.631 15.909 

1987 Jan 5.218 7.435 11.897 8.683 12.777 14.000 15.884 
Feb 5.145 6.359 6.923 8.475 11.238 14.259 14.044 
Mar 4.791 5.889 7.087 8.877 12.173 13.945 13.220 
APr 4.807 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 14.501 
Aug 4.307 7.626 7.310 10.288 13.830 16.437 14.016 
S ~ P  4.251 8.672 8.701 10.289 12.943 14.508 14.634 
Oct 4.1 54 9.037 9.658 11.463 14.006 15.809 16.297 
Nov 4.061 9.549 8.667 11.727 14.467 15.548 15.099 
Dcc 4.074 10.798 8.130 11.217 16.242 16.905 16.842 

1988 Jan 4.106 9.960 10.424 12.944 15.928 19.077 16.090 
Feb 4.121 9.846 10.959 12.098 14.890 14.556 15.606 
Mar 4.100 9.708 10.928 12.539 15.205 17.795 15.767 
A P ~  4.099 11.443 12.858 12.870 15.326 16.266 16.788 
May 4.099 11.788 8.624 13.366 15.591 17.110 16.065 
Jun 4.102 12.062 12.522 14.050 16.552 19.961 15.471 
Jul 4.167 10.914 13.542 13.965 15.203 19.300 15.758 
A% 4.101 10.847 10.650 14.351 15.251 18.628 17.234 
SeP 4.087 10.709 13.000 14.545 16.318 18.444 16.883 
Oct 4.102 12.118 12.750 14.352 16.261 17.255 17.157 
Nov 4.048 11.503 12.500 14.470 16.904 19.154 17.092 
Dec 4.063 11.520 10.073 14.882 16.430 18.604 17.939 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-19. REAL INTEREST RATES' 
1988 . 
(In Percent Per Annum) 

Lending Rate Time 
Secured Loans Savings Deposit 

Month (All Maturities) Rates (All Maturities) 

January 7.45 -11.84 7.99 

February 6.10 -10.78 7.12 

March 5.83 -11.13 8.04 

April 5.84 -11.45 8.42 

May 6.45 -11.55 9.12 

June 7.53 -12.43 9.79 

July 6.72 -1 1.05 9.21 

August 6.93 -1 1.43 9.75 

September 

October 

November 

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 O F  FINANCIAL INSTITUTIONS 
As of End 1987-1988 

December Percent 
Institution 1988 1987 Change 

Total 6,916 6,506 6.3 

1. Commercial Banks 1,746 1,733 0.8 

2. Thrift Banks 664 658 0.9 

3. Specialized Government Banks 104 104 0.0 

4. Rural Banks 1,048 1,058 -0.9 

5. Non-Bank Financial institutionsi 3,354 2,953 13.6 

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

Source: Supervisory Reports Office, Central Bank of the Philippines 
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Table A-21. OUTSTANDING DEPOSITS OF THE BANKING SYSTEM 
As of End 1987-1988 
(In Million Pesos) 

1 9 8 8 P  1 9 8 7  
Icem Total Demnnd Savings Time Total Demand Savings Time 

1. By Institution 225,482.4 24,165.1 127.97Q6 73,346.7 179.387.6 23,412.8 97,577.3 58,397.5 

1. Commercial Banks 192,125.4 22,937.5 106.905.1 62,2828 151,794.5 21,978.5 82155.2 47,660.8 

2. Thrift Banks 19,106.8 487.8 12,620.0 5,999.0 15.047.1 395.9 9,827.0 4.824.2 

a Savings Banks 12,196.1 266.4 8,898.8 3,0369 9.170.7 218.2 6,617.6 2,334.9 
b.PrivateDeve1opmentBanks 4,469.9 221.4 2,331.2 1,917.3 3,596.8 177.7 1,918.6 1.500.5 
c. Stock Savings and Loan 

~ssociat ionsl  2,440.8 - 1,390.0 1,050.8 2,279.6 - 1 . 2 9 ~  988.8 

3. Specialized Government Banks 9,143.9 710.8 5.03a4 3,402.7 8,029.7 1,015.7 2583.7 4,430.3 

4. Rural Banks 5,106 .3~  29.0 3,415.1 1,662.2 4,516.3 2 2 7  3.011.4 1,482.2 

'AS of September 1988 

Sources Department of Economic Research-Domestic, Central Bank of the Philippines and Supervisory Reports Office, Central Bank of 
the Philippines - 
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Table A-22. FOREIGN CURRENCY DEPOSIT SYSTEM 
As of End-1987-1988 
(In Million US Doh's) 

Item 1988p 1987 

Gross Resources 3,336 2,754 

Of which: 

~epositsIBorrowings 1,854 1,560 

A. Banks 46 2 558 

B. Non-Banks 1,392 1,002 

PlacementslLcndings 2,997 2,495 

A. Banks 2,099 1,635 

B. Non-Banks 898 860 

Earnings and Expenscs 

A. Earnings 327 492 

Onshore 161 243 
Offshore 166 249 

B. Expenses 197 285 

Net Earnings After Tax 128 206 

P~reliminar~ 

Source: Foreign Exchange Department, Central Bank of the Philippines 
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Table A-23. PHILIPPINE OFFSHORE BANKING SYSTEM 
1987-1988 
(In Million US Dollars) 

Item 1988 1987 

Gross Resources 2,991 3,367 

Of which: 

Dcposits/Borrowings 2,886 3,282 

A. Banks 2,861 3,271 

B. Non-Banks 2 5 11 

Placements/Lcndings 2,891 3,291 

A. Banks 1,728 2,163 

B. Non-Banks 1,163 1,128 

Earnings and Expenses 

A. Earnings 41 8 345 

Onshore 136 109 
Offshore 282 236 

B. Expenses 375 305 

C. Net Earnings After Tax 39 3 8 

Source: Foreign Exchange Department, Central Bank of the Philippines 
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- 
Table A-24. MONEY MARKET TRANSACTIONS, BY INSTRUMENT 
1987-1988 
(Volume in Million PesostWAIR in Percent Per Annum) 

Percent 
1 9 8 8  1 9 8 7  Change 

Item Volume WAIR Volume WAIR (Volume) 

Total 780,051 13.676 460,857 11.079 69.3 

Interbank Call Loans 303,503 14.570 172,786 12.178 75.7 

Promissory ~ o t e s '  104,076 11.996 131,085 9.625 -20.6 

Repurchase Agreements (private)' 817 12.311 2,912 12.734 -71.9 

Repurchase Agreements (~overnment)'  3,526 19.379 853 13.742 313.4 

Certificates of Assignment (private)' 

Certificates of Participation (private)' 237 8.954 -100.0 

Commercial Paper (Non-Financial) 16,835 13.527 18,440 10.417 -8.7 

Commercial Paper (Financial) 117 12.461 95 13.158 23.2 

Central Bank Certificates of Indebtedness 2 11.625' -100.0 

Treasury Bills 295,266 13.270 96,561 10.596 205.8 

DBP Bonds 137 8.898 263 12.922 -47.9 

Other Government Securities 55,774 13.820 37,623 12.469 48.2 

'1ncluding those with tax 

Source: Department of Economic Research-Domestic, Central Bank of the Philippines 
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Table A-25. STOCK MARKET TRANSACTIONS 
1987-1988 
(Volume in Million SharesIValue in Million Pesos) 

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

Total 270,129 23,859 315,703 31,523 -14.4 -24.3 

Commercial and Industrial 572 11,431 594 9,639 -3.7 18.6 

Mining 84,464 8,746 119,927 15,251 -29.6 -42.7 

Oil 185,093 3,682 195,182 6,633 -5.2 -44.5 

Source: Department of Economic Reseach-Domestic, Central Bank of the Philippines 
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Table A-26. PUBLIC INTERNAL DEBT OUTSTANDING' 
As of End 1987-1988 

Percent 
Item 1988p 1987 Change 

Internal Debt (In Million Pesos) 207,658 161,100 28.9 

National Government 195,494 150,751 29.7 

Local Governments 116 116 0.0 

Government Corporations 8,082 9,313 -13.2 

Guaranteed 5,540 7,255 -23.6 

Non-Guaranteed 2,542 2,058 23.5 

Monetary Institutions 3,966 920 331.1 

'~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, Central Bank of the 
Philippines; Development Bank of the Philippines; Land Bank of the Philippines and the Bureau of 
Treasury 
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Table A-27. GROSS NATIONAL PRODUCT BY INDUSTRIAL ORIGIN 
1987-1988 
(In Million Pesos, At Constant 1972 Prices) 

Item 198ge 1987r 

1. Agriculture, Fishery and Forestry 27,752 26,834 

a. Agricultural Crops 16,527 16,374 
b. Livestock and Poultry 5,702 5,174 
c. Fishery 4,834 4,638 
d. Forestry 689 648 

2. Industrial Sector 33,281 30,561 

a. Mining and Quarrying 1,610 1,521 
b. Manufacturing 25,192 23,168 
c. Construction 4,470 3,964 
d. Electricity, Gas and Water 2,009 1,908 

3. Services (Tertiary Sector) 40,725 38,039 

a. Transportation 5,574 5,251 
b. Trade 15,901 15,153 
c. Finance 6,294 5,832 
d. Other Services 12,956 11,803 

Private 6,354 6,106 
Government 6,602 5,697 

Gross Domestic Product 101,758 95,434 

Net Factor Income from Abroad -646 -666 

Gross National Product 101,112 94,768 

GNP Growth Rate (In Percent) 6.7 5.9 

e~dvance estimates as of December 1987 

Source: National Statistical Coordination Board 
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\/Table ,448. CONSUMER PRICE INDEX IN THE PHILWINES, NATIONAL CAPITAL REGION (NCR) 
AND ALL AREAS OUTSIDE NCR 
1987-1988 
(1978=100) 

Philippines National Capital Region . AU Areas Outside the NCR 
Percent Percent Percent 

Commodity Group 1988 1987 Qwge 1988 1987 Change 1988 1987 Change 

AU Items 401.0 368.7 8.8 435.3 395.5 10.1 394.4 363.6 8.5 

Food. Bcvcragcs & Tobacco 380.4 343.0 10.9 409.7 364.6 12.4 375.8 339.7 10.6 

Non-Food 429.7 404.4 6.3 459.1 424.3 8.2 422.3 399.4 5.7 

Clothing 441.5 416.9 5.9 491.5 468.8 4.8 431.4 406.4 6.2 

Housing & Repairs 405.7 376.8 7.7 449.5 400.2 12.3 392.1 369.5 6.1 

Fuel, Light &Water 552.2 520.1 6.2 682.2 593.0 15.0 528.2 506.6 4.3 

Services 410.6 389.1 5.5 409.9 392.1 4.5 410.8 388.2 5.8 

Miscellaneous 392.8 371.4 5.8 396.0 378.8 4.5 392.2 369.9 6.0 , 

Source: National Sratiaics Offee 
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d. 

Table A-29. FLOW OF FUNDS SUMMARY MATRIX BY SECTOR, 1987 
(In Million Pesos) 

Sectors D O M E S T I C  E C O N O M Y  
Households & Non- Rimre . FinancY 
Corporate BvDinea. Corporations Govanmcnt Intennediiies Total Rest of the Wmld 

Transaction C.tegmks Uses Sources Uses Sources Uses Sources Uses Sources Uses Sources Uses Smvces 

GROSS SAVINGS 77.906 48,864 -58,318 39,983 108,435 210 
Capital Consumption 23.358 42,838 8,461 3,059 77,716 
Net Savines 54,548 6,026 -66.779 36,924 34719 210 

GROSS INVESTMENTS 77,805 48,864 -58,318 39.983 108,334 210 
Real Investments '97.321 -10,096 32,694 -11,375 108.544 

Consumer Durables 672 672 
Real EstatelFixed Assets 96.626 -17.152 30,468 -11,395 98,547 
Inventory Change 23 7,056 2,226 20 9,325 

~ e t  Financial lnvcsrment -19.516 58,960 -91.612 51,358 -210 21 o 
Total Finnneinl Uses 54,837 18,585 -2.966 2.842 73,308 -968 
Total Financial Sources 74,353 -40,365 88,046 -48,516 73.518 -1,178 

Gold & For. Exeh Holdings 6.098 6.098 - 6,098 
Foreign Currency Deposits -589 -4,184 -589 -4,184 -4,184 -589 
Foreign Loans 9,867 12,654 2.409 -20,252 2,409 2,269 2,269 2,409 
Orher Foreign Claims -9,096 947 -9,096 947 947 -9,096 
Domestic Currency 31.500 82 -23,614 -739 7,229 7,229 7,229 
Demand Deposits 19,330 -764 11,870 -55 30,381 30,381 30,381 
Savings & Time Deposits -6.045 2,533 -571 2,524 -1,559 -1.559 -1,559 
Deposit Substitutes -15,380 10,908 4,881 1,719 2,128 2,128 2.128 
Domestic Loans 27,981 -41,820 -64,806 7,722 -5,456 -26.120 -17.937 -60,218 -60,218 
InvestmentsISeeurities 22,905 19,861 5.208 23,382 57,702 1,634 -41,892 21,018 21,018 
Insurance Reserves 1.666 22 -2,889 -1,201 -1.201 -1,201 
Trust Funds 861 -610 251 251 251 
Trade Credits -1,443 21,306 22,793 8,161 7,339 -37 741 29,430 29.430 
Taxes Psyable . -401 808 -1,200 -1 -2,410 -1,602 -1,602 
Inter-Financial Claims 2,524 2,524 2,524 2,524 
InterGovernmental Claims 8,646 8,646 8,646 8.646 
Miscellaneous 47.815 7,478 -14,235 4,521 7,161 25.460 -3,282 37,459 37,459 

STATISTICAL DISCREPANCY 101 101 

National and Locd Governments and Government Owned or Controlled Corporations 

Sources of basic data: NSCB, SEC. COA, IC, CBP 
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Table A-29. FLOW OF FUNDS SUMMARY MATRIX BY SECTOR, 1988p 
(In Million Pesos) 

Seaarr D O M E S T I C  E C O N O M Y  
Hourbolds & Noa- R h  Phunchl 
Corpmtc Bushes  Cnponfionr Govanmolt Lmmedivies Toml Rest of the Wnld 

Tnmrerion C . q n i c s  Uus Sources Uses S o u r a  U n  Souras Uses Sources Urn Sources Urs Sour- 

GROSS SAVINGS 94399 25.661 17.174 5,208 146.441 4,046 
Capital Conmmption 65,301 8,828 4,504 63 78.696 
Net Savings 33,098 16.833 12.670 5,145 67,746 4,046 

GROSS INVESTMENTS 94173 25,661 17,174 5,208 146,216 4,046 
Red lnverrments 65.864 35.098 49.155 145 150,262 

Conmms Dunbles 1,509 1,509 
Red E ~ t e l F i e d  Assctr 63.982 20,770 46,724 492 131,968 
Inventory C*. 373 14,328 2.431 -347 16.785 

Net Financial lnvesrmenf 32,309 -9.437 -31,981 5.063 -4,046 4.046 
Total Finnneinl Uses 50,731 37,769 56,241 80,302 225.043 15,697 
Toul  Financial Sources 18,422 47,206 88.222 75.239 229.089 11.651 

Gold & For Exeh. Holdings 3,346 3.346 - 3.346 
Foreign Cunency Deposits 509 6.286 509 6,286 6.286 509 
Foreig" Loans -6,130 7,474 1,459 3,224 1,459 4,568' 4,568 1.459 
Other Foreign Clnima 6,337 4,843 6,337 4,843 4.843 6,337 
Domestic Cunency 4.594 10 -1,181 1,340 4,763 4,763 4,763 
Danand Deposits 3.028 889 13,711 -544 17.084 17.084 17,084 
Savings& Time Deposits 25.922 2,542 3,272 1.931 33,667 33.667 33.667 
Deposit Substitutes -14,969 11,616 1,589 -810 -2,574 -2,574 -2,574 
Domestic Lams -136 180 24.484 18.375 11.091 23.531 6,647 42.086 42.086 
InvemnentslSeeurities Z3.311 2.165 11.090 21,025 53,298 23.320 5,433 69.821 69,821 
Insunnee Rc-es &730 32 8,762 8,762 8,762 
Tmst Funds 115 -60 4 59 59 59 
Trade Credits 3.682 16,139 11,599 24.588 25,771 -173 -498 40,554 40.554 
T u e s  Pqable 694 1.219 -71 -596 623 623 
IntefPinaneinl Claims 4.309 4,309 4,309 4.309 
Inteffiovemmentsl Claims 15,076 15,076 15,076 15,076 
Misalhncous 14,876 3,562 4,944 -40,143 -24,488 15.743 -16.170 -2Q838 -20,838 

STATISTICAL DISCREPANCY 226 226 

' ~ n t i o d  and Locd Government Owned or Conuolled Corpor~tions 

Some8 of date; NSCB, SEC, COA, IC. CBP 
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! 
AGRICULTURAL 1. Circular Letter, July 8 ,  1988. Informs all commercial, thrift and rural banks 

LOAN FUND and non-bank financial intermediaries performing quasi-banking functions that 
the coverage of Section 3 of the Agricultural Loan and Fund Policy Manual (Cir- 
cular 1075, Series of 1985) is further expanded to include the grant of working 
capital loans to "Quedan Guarantee Fund Board (QGFB) accredited businessmen 
and fishermenlfarmers groups for the purchase and/or processing of agricultural, 
aqua, poultry and livestock produce provided that the loan is secured by a quedan 
or chattel mortgage with the guarantee of the QGFB." 

BANK 1. Circular No. 1169, January 13, 1988. Stipulates that the frequency for writing 
OPERATIONS off loans and advances is left t o  the discretion of the bank's board of directors 

provided that charge-offs are made against allowance for probable losses, earnings 
during the year and/or retained earnings. 
2. Circular No. 11 70, January 13, 1988. Amends the section on dividend declara- 
tion and profit sharing program of the Manual of Regulations for Banks and 
Other Financial Intermediaries, so that accumulated profits not yet received but 
already recorded by a bank1NBQB representing its share in profits of its subsi- 
diaries under the equity method of accounting, shall be included as among the 
deductible items from the amount available for purposes of dividend declaration 
and computing stock dividends. 
3. Circular No. 11 71, March 29, 1988. Amends the sections of Books I to 111 of 
the Manual of Regulations for Banks and Other Financial Intermediaries pertain- 
ing to the limits of stockholdings in a single bank such that the ceiling on the 
stockholdings of any banks of any two or more corporations which are wholly- 
owned or a majority of the voting stock are ownedlcontrolled by the same group 
of persons (including their wholly or majority-owned subsidiaries) should not 
exceed thirty percent (30%) of the voting stock of the bank. On the other hand, 
the ceiling on the stockholdings in any bank of an individual, family group or 
corporation which are wholly-owned or a m&jority of the stock are owned by 
the aforementioned individuallgroups shall be twenty percent (20%). 
4. Circular No. 1175, April 26, 1988. Requires that banking institutions set a 
minimum of three specimen signatures from each of their depositors and to up- 
date the specimen signature of their depositors every five (5) years or sooner. 
5. Circular No. 11 77, June 24, 1988. Deletes Sections 1172 (Book I) and Section 
2172 (Book 11) of the Manual of Regulations for Banks and Other Financial In- 
termediaries. 
6 .  Circular No. 1185, October 10, 1988. Amends Subsections 1304.7.b (Book I), 
2304.7.b (Book 11) and 3304.3.b (Book 111) of the Manual of Regulations for 
Banks and Other Financial Intermediaries on writing-off loans as bad debts. 
7. Circular No. 1186, October 12, 1988. Provides the designation of the Man- 
aging Director of the Domestic Operations Sector and certain personnel of the 
Cash Department to exclusively exercise the authority vested in the Central Bank 
under Section 52 of R.A. No. 265, asamended, to  investigate, make arrests and 
conduct searches and seizures in cases adversely affecting the integrity of the 
currency. 

8. Circular No. 1190, November 10, 1988. Amends the rules and regulations of 
the Manual of Regulations for Banks and Other Financial Intermediaries (Books 
I to IV) governing borrowings of banks1NBQBs from the Central Bank through 
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the sale of government securities under repurchase agreements. 
9. Circular ~ e t t e r ,  January 4, 1988. Revokes the eligibility of "Reverse Repur- 
chase Agreement with the  Central Bank" among others as liquidity floor with 
respect to  deposits of ,  borrowings from, and all other liabilities t o  the Govern- 
ment and government entities provided in Circular Letter dated September 19, 
1987. 
10. Circular Letter, February 11, 1988. A n n o u n c e s  the  conversion of Asian 
Savings Bank from a stock savings and loan association t o  a savings and mortgage 
bank effective December 17, 1987. 

11. Circular Letter, March 25,  1988. In line with the observance of Credit Con- 
sciousness Week on  April 24-30, all banking institutions are enjoined t o  undertake 
promotional activities/incentives as may be appropriate for  the  occasion. In this 
connection, all banks for  the  duration of its observance shall be exempt from t h e  
provisions of the Manual of Regulations for Banks and Other Financial Interme- 
diaries which limit the conduct of rafflesllottery t o  once every quarter. 
12. Circular Letter, March 29, 19S8. Announces the transfer of the  examination 
and supervision of non-stock savings and loan associations and building and loan 
associations from SES Department I1 to SES Department IV of the  Central Bank. 
1 3 .  Circular Letter, April 11, 1988. In line with the observance of  Credit Con- 
sciousness Week  on  April 24-30, all b a n k s  are enjoined t o  include the  theme 
"Responsible Use of Credits - The Key t o  Economic Growth" in all promotional 
activities. 
14. Circular Letter, May 3, 1988. Provides for the  list of Clearing Centers show- 
ing respective clearing areas and the number of clearing days for exchanges of 
out-of-town checks between banks in Manila and those in the  29 regional clear- 
ing centers. 
15. Circular Letter, May 5, 1988. Increases by one day the  number of days t o  
clear out-of-town checks between Manila and the  aforecited nine regional clear- 
ing centers. 
16. Circular Letter, June 1, 1988. Provides for the  list of (1) applications for  
banking offices approved for new offices/relocations/conversions and (2) bank- 
ing offices opened/relocated/converted during the  first quarter of 1988. 
17. Circular Letter, June 3, 1988. Corrects Circular Letter dated March 3 ,  1988 
regarding the  registered business name of the investment house accredited as dealer 
in government securities t o  read as "FEB Investments, Inc." 
18. Circular Letter, June 6, 1988. Advises the  change in corporate name of The 
Consolidated Bank and Trust Corp. t o  Solidbank Corporation effective February 
22, 1988. 
19. Circular Letter, July 28, 1988. Informs all commercial and thrift banks con- 
cerned that  the  Postal Service (Bureau of Posts) has agreed t o  use the Philippine 
National Bank as conduit bank for  the  clearing of negotiated Postal Money Orders 
and shall be charged against t h e  PNB account with the  Central Bank instead of 
the  Bureau of Treasury account. 
20. Circular Letter, August 19, 1988. Gives notice that the new corporate name 
of Commercial Bank of Manila effective July 27, 1988 is Boston Bank of t h e  
Philippines. 
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21. Circular Letter, October 28,  1988. R e q u i r e s  aformlschedule captioned 
"Aging of Past Due Loans and Items in Litigation" t o  be accomplished starting 
end-of-quarter December 3 1, 1988 and a t  the end of every quarter thereafter t o  
enhance the  reporting on  the  quality of loan portfolio of banks1NBFIs. It shall 
be attached t o  the Consolidated Statement of Condition submitted by banks1 
NBFIs t o  the Central Bank. 
22. Circular Letter, December 1, 1988. Enjoins all banking institutions t o  exten- 
sively undertake during the  National Banking Week (the first full week of  Jan- 
uary) such appropriate promotional and publicity-generating activities under the ' 

theme "Working Together for  Stability and Growth." 
23. Memorandum, December 15, 1988. Requires the submission t o  the CB's 
Treasury Department the  latest list of authorized officers and their signatures, 
and list of representatives and their pictures and signatures from all banks, ac- 
credited government securities dealers, non-banks and financial institutions t o  
update Treasury's records in the processing/verification of transactions in govern- 
ment securities. An updated list is required henceforth every six months, on  o r  
before January 3 1 and July 3 1 every year, o r  everytime a change in the name of 
signatories occurs. 
24. Circular Letter, December 22, 1988. In connection with the  lifting of  the  
prior import permit requirement from the  Product Standards Agency for the  im- 
portation of the  Non-Metric Measuring Devices listed in Annex 2 (F) of Circular 
No. 1192, this issuance enjoins all AABs and all concerned t o  abide by the pro- 
vision of BP Blg. 8 dated December 2, 1978 requiring that the metric system shall 
be the  sole measurement system to be used in the country for  all products, com- 
modities, materials, utilities, services and commercial transactions in all contracts, 
deeds and other official and legal instruments and documents. 

CUWRENCY 1. Circular No. 11 76, May 25,  1988. Amends the subsections on  the withdrawal 
of currency from circulation of the Manual of Regulations for Banks and Other 
Financial Intermediaries so that notes and coins falling under certain classifica- 
tions shall be withdrawn from circulation without compensation t o  the bearer, 
unless it is proved t o  *he satisfaction of the Central ~ a n k  that they became unfit 
for circulation or  were mutilated by accidental causes, and provided that one  set 
of serial numbers of the mutilated notes which have lost more than two-fifths 
(2/5)  of their surface or  all of the  signatures inscribed thereon is complete t o  pre- 
clude double redemption, in which case they shall be replaced by the Central 
Bank . 
2. Circular No. 1184, September 16, 1988. Supersedes Circular 1141 and provides 
the guidelines and procedures t o  be observed by all banks including their provin- 
cial branches in expediting the  withdrawal from circulation of unfit currency 
notes. 
3 .  Circular Letter, May 17, 1988. Provides for the list of demonetized foreign 
exchange currencies from September 1985 t o  April 29, 1988. 
4. Circular Letter, May 25 ,  1988. Advises about the issuance of four new Ren- 
minbi notes for general circulation by the Central Bank of China of t h e  People's 
Republic of China starting o n  May 10,  1988. 
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EXPORTS 1. Circular Letter, September 16, 1988. Requires exporters of plantation logs 
and lumber t o  submit, in addition t o  the  present documentation requirements, 
duly signed Verification Certificates from the Department of Environment and 
Natural Resources (DENR), as compulsory prerequisites t o  the issuance of t h e  
necessary Report of Foreign SalesIExport DeclarationIExport Permit by the  
Central BankIAuthorized Agent Bank. This requirement was made t o  fully and 
effectively implement the regulations governing said forest products embodied 
under Administrative Order No.33, as amended by  Administrative Order No. 72,  
Series of 1988 issued by DENR. 
2. Memorandum to  Authorized Agent Banks No. 4 ,  April 22,  1988. Provides 
guidelines to  govern the release and delivery of export declarationlpermit copies 
covering shipments requiring government clearances. 

FOREIGN 1. Circular No. 11 78, August 19, 1988. Sets the Central Bank's program for  re- 
EXCHANGE payment of certain foreign currency debt obligations of Philippine private cor- 

porate sector borrowers originally maturing o n  January 1, 1987 to  December 3 1 ,  
1992. Applications for  entry of  eligible debt into the  program must be submitted 
t o  the  Private Debt Restructuring and Repayment Corporation from September 1, 
1988 through February 28, 1989. 
2. Circular No. 11 79, August 23, 1988. Supersedes Circular No. 1091 and issues 
the guidelines fo r  the  restructuring and repayment of certain foreign currency 
obligations of Philippine private financial sector obligors. 
3. Memorandum to  Authorized Agent Banks No. 3 ,  April 20, 1988. Provides that 
all spot o r  forward interbank foreign exchange transactions include cancellable 
forward contracts options and similar transactions. 

GOVERNMENT 1. Circular No. 1188, October 28, 1988. Amends pertinent provisions of Books 
SECURITIES I t o  111 of the  Manual of Regulations for Banksand Other Financial Intermediaries 

t o  eliminate the  prerequisite investment in government securities for  purposes 
of establishinglopening branches and other banking offices by banks. 
2. Circular Letter, Feburary 24, 1988. Reminds all banks, accredited government 
securities dealers and non-bank financial institutions that effective March 7,1988,  
matured government securities presented for payment by check, received a t  t h e  
Government Securities Department, Debt Service Division after 1 2  noon will be  
taken up  the following day. 

IMPORT 1. Circular No. 1168, January 8, 1988. Stipulates the guidelines o n  "no-dollar" 
REGULATIONS imports of motor vehicles where said importations may only be allowed under 

the following c o n d i t i o n s :  a) that t h e  foreign exchange funding of such import- 
ation will not be sourced from the  foreign exchange reserves of the  country, b)  
full payment of all taxes and duties, and c) that the engine displacement of gaso- 
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line-powered vehicles t o  be imported, manufactured or  assembled, should not  
exceed 2,800 cubic centimeters o r  kerbweight over 1,500 kilograms, including 
accessories. 

2. Circular No. 11 74, April 25, 1988. Provides that the  importation of commo- 
dities listed in the  attached annex shall no longer require the prior approval of 
concerned government agencies. 
3. Circular No. 1181, August 30, 1988. Amends the regulation on  the implement- 
ation of the Societe Generale de Surveillance (SGS)-Comprehensive Import 
Supervision Scheme (CISS) so that commercial importations of certain commodi- 
ties included in the  certified list of the  Bureau of Customs shall be subject to  pre- 
shipment inspection and importations of the items in list, irrespective of import 
value, shall be covered by letters of credit. 
4. Circular No. 1187, October 19, 1988. Provides for the lifting of t h e  prior im- 
port permit for  importation of "Meat of Bovine Animals" (EP 011.1 1-001EP 
011.12-00) issued by the  NEDA. However, the prior import clearance require- 
ments from the  Bureau of Animal Industry/National Meat Inspection Commission 
shall remain in force. 
5. Circular No. 1189, November 10, 1988. Further amends Section 22'2) of Cir- 
cular No. 1029  as amended by Circular No. 1047  t o  reduce the prescribe-d mini- I 
mum repayment terms for  OAIDA importations from sixty (60) days t o  thirty 1 
(30) days. 
6. Circular No. 1192, December 22, 1988. Provides that the importation of com- I 

J 
modities listed in Annex 1 no longer requires prior approval of the Central Bank 
and t h e  commodities listed in Annex 2 n o  longer requires prior approval of t h e  
concerned regulating agency. However, existing clearances/permits required from J' 
other agencies shall continue t o  be obtained in accordance with existing laws, 
PDs, LOIS and similar issuances. 
7. Circular Letter, January 27,  1988. Enjoins all t o  observe strictly the provisions 
of Joint Order 1-87 implementing the Comprehensive Import Supervision Scheme l 
and t o  extend full cooperation t o  the SGS-Manila Liaison Office in transmitting 
the copies of the  Order of Payment as soon as possible. 
8. Circular Letter, February 5, 1988. Reminds all authorized agent banks and 
financial institutions of the provisions of Circular No. 983, dated December 6 ,  
1983 that the  issuance by foreign banks and financial institutions of guarantees 
(e.g. standby letters of credit) t o  secure peso obligations of local firms requires 
the prior approval of the  Central Bank through the Management of External Debt 
Department. 
9. Circular Letter, March 16, 1988. Advises all t o  comply with the  stated pro- 
cedures in order t o  facilitate the post-verification of all import shipments. 
10. Circular Letter, April 11, 1988. Provides a list of spare parts covered by 

I 

MAAB No. 4 3  dated November 26, 1984, the importation of which requires 
prior clearance from t h e  Board of Investments. 
11. Circular Letter, June 6, 1988. Advises the prescribed clearance from the  
Bureau of Product Standards covering importation of "Non-Metric Measuring 
Devices. " 
12. Circular Letter, June 13, 1988. Reminds that any utilization from (1) the 
Revolving Short-term Trade Facility; and (2)  short-term credits from foreign 
banks which are not signatories t o  the Revolving Short-term Trade Facility re- 
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quire prior Central Bank approval through the  Management of External Debt 
Department. 
13. Circular Letter, June 16, 1988. Clarifies that the liberalization of the  listed 
meat and meat products pertains only t o  the lifting of the  prior BOI import per- 
mit. Such importation still requires the prior quarantine clearance from the  
Bureau of  Animal Industry (BAI). Moreover, importation of "Beef" o r  "Meat of 
Bovine Animals" (EP O l l . l l / E P  011.12-00) still requires the  prior clearance of 
both t h e  BAI and NEDA. 
14. Circular Letter, July 22, 1988. Reminds all authorized agent banks and all 
concerned that CB Circular 1 1  7 4  does not lift the requirement of securing a prior 
Veterinary Quarantine Clearance (VDC) from the Bureau of Animal Industry for  
thc importation of various meat and meat products and only the Secretary of 
Agriculture is authorized t o  sign the  said VQC. 
15. Circular Letter, August 15, 1988. Provides a copy of regulations from the  
Bureau of Plant Industry o n  importation of fresh fruits and vegetables into t h e  
Philippines from countries and places infested with Mediterranean Fruitfly (Cera- 
titis Capitata); the  Mexican Fruitfly (Anastrepha ludens); the  Queensland Fruit- 
fly (Dacus tryoni) and other fruitflies. 
16. Circular Letter, October 18, 1988. Enjoinsall authorized agent banks (AABs) 
and all concerned t o  use the  Harmonized Commodity Description and Coding 
System (HS) Code in indicating the pertinent tariff heading in the  accomplishment 
of the  Import Entity Declaration required t o  be filled upon L/C opening. The 
classification code t o  be indicated shall still be based o n  the 1977 Philippine 
Standard Commodity Classification Manual (PSCCM), as amended, until the  re- 
vised PSCCM becomes available. 
17. Circular Letter, November 2, 1988. Requires the  attachment of a copy of 
the IAC-UTE authority t o  t h e  copy of the L/Cs (covering said importation) t o  
be forwarded t o  the  SGS Manila Liaison Office for close monitoring by SGS of 
the incoming shipments of used trucks, used engines and used special all purpose 
vehicles authorized for  importation by the said committee. 
18. Memorandum to Authorized Agent Banks, No. 1, January 19, 1988. Enjoins 
all Authorized Agent Banks t o  expedite the processing of import documents 
incident t o  the  issuance of release certificates consistent with existing regulations. 
19. Memorandum to  Authorized Agent Banks, No. 2, February 29,1988. Amends 
the 1977 Philippine Standard Commodity Classification Manual relative t o  old 
and out-of-date newspapers, periodicals, etc. (Classification Code 25 1,10.02) not  
saleable as such including those for packing imported by paper mill manufacturers. 
These items are reclassified from Semi-unclassified Producer Goods (SUP) t o  Es- 
sential Producer Goods (EP). 
20. Memorandum t o  Authorized Agent Banks, No. 5, April 25, 1988. Directs all 
Authorized Agent Banks t o  transmit directly t o  the  Current Imports and Com- 
modity Classification Office (CICCO) weekly reports of L/Cs opened/DA-OA 
availments covering importations of commodities listed in Annex A t o  F of Cir- 
cular No.1174 dated April 25, 1988, and daily report of L/Cs opened involving 
liberalized banned items listed at  NEC-13 in the  Annex of said Circular. 
21. Memorandum, June 6, 1988. Encloses a copy of t h e  amendment t o  Joint 
Order No. 1-87 implementing SGS-Comprehensive Import Supervision Scheme 
(CISS) so that the  importation of raw materials and supplies fo r  semi-conductor 
and allied enterprises, but not including capital equipment and spare parts; pro- 
vided, that in t h e  case of allied enterprises, prior approval of exemption by the  
Monetary Board is obtained, subject t o  certification by the Board of Investments. 
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INTEREST 1. Circular No. 1191, November 23, 1988. Amends Subsections 1303.4 (Book I), 
RATES 2303.4 (Book 11), 3303.5 (Book 111) and 4303Q.3 (Book IV) of the Manual of 

Regulations regarding floating rates of interest. 
2. Circular Letter No. 88-01, March 15, 1988. Stipulates that the interest rate 
on special time depositsldeposit substitutes of the IGLF with participating finan- 
cial institutions (PFIs) shall remain at 10 percent per annum up to March 31, 
1988, and that said PFIs are allowed to set their lending rates which shall be 
monitored to ensure that these are reasonable. 
3. Circular Letter No. 88-05, July 21, 1988. Stipulates that theapplicable interest 
rate on IGLF special time depositsldeposit substitutes with participatingfinancial 
institutions (PFIs) shall remain at 10 percent per annum up to September 1988 
and that said PFIs are allowed to set their lending rates to their respective borrow- 
ers, which shall be monitored to ensure that these are reasonable and consistent 
with market rates. 

4. Circular Letter No. 88-06 (IGLF), October 17, 1988. Provides that the interest 
rates on IGLF special time deposits/deposit substitutes with participating institu- 
tions effective October 24, 1988 shall be 10.7 percent per annum for projects of 
end-user borrowers located outside Metro Manila and 11.3 percent per annum 
for those located in Metro Manila. Moreover, a 10  percent participation by PFIs 
is required on loans to finance the mediumscale industries located in Metro 
Manila. 
5. Circular Letter No. 88-02 (ALF),  October 29, 1988. Stipulates that the appli- 
cable interest rate on ALF special time depositsldeposit substitutes with partici- 
pating financial institutions for the fourth quarter of 1988 shall be 10.7 percent 
per annum. 

LOANS AND 1. Circular No. 11 73, April 11, 1988. Amends the subsections on the issuance of 
INVESTMENTS redeemable shares of the Manual of Regulations for Banks and Other Financial 

Intermediaries so that redemption of shares shall be allowed only upon prior ap- 
proval of the Central Bank and only if such shares are replaced with at least equi- 
valent amount of newly paid-in shares so that the total paid-in capital stock is 
maintained at the same level immediately prior to redemption. 
2. Circular No. 1180, August 24, 1988. Amends subsections of the Manual of 
Regulations for Banks and other Financial Intermediaries concerning the restruc- 
turing of loans by adding a paragraph referring to the delegation by the Board of 
Directors of a bank of its authority to approve restructuring of loans to  a com- 
mittee or officer(s) of the bank/non-bank with quasi-banking functions who are 
not the original approving committee or officer(s) of-such loan. 
3. Circular No. 1182, August 30, 1988. Adds a provision to Books I-IV of the 
Manual of Regulations for Banks and Other Financial Intermediaries which states 
that the declaration of stock dividends shall be subject to  the regulations on dec- 
laration of cash dividends, particularly the limitations on amount available as 
dividends and the requirements on reporting, verification and recording of divi- 
dends declared. 
4. Circular No, 1183, September 15, 1988. Amends section on "Investment-De- 
posit Ratio" requirement which has been changed into "Loans-to-Deposits Ratio" 
requirement, the 12 regional groupings used as basis for the retention of funds 
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within the same region have been changed t o  3 enlarged groupings, and invest- 
ment in government securities as a form of  compliance with the requirement has 
been scrapped. 
5. Circular Letter No. 88-02 (IGLF), March 15, 1988. Instructs all banks and 
NBQBs that in order t o  simplify evaluation procedures of PFIs for  loans funded 
under the  IGLF programs, a proforma Project Summary Report for medium- 
and long-term credits of P4.0 million and below may be adopted by participating 
financial institutions in lieu of the  long form project evaluation report. 
6. Circular Letter, September 27, 1988. Amends the  respective Manuals of Ac- 
counts of all Thrift Banks, Rural Banks, Investment companies, Securities Deal- 
ers1Brokers and Financing Companies by incorporating the  pertinent accounts 
pertaining t o  "Equity Investments", "Allowance for Probable Losses-Equity In- 
vestments", and "Other Investments". 

RURAL 1. Circular No. 11 72, March 29, 1988. Amends Circular No. 1143 pertaining t o  
BANKS the implementation of the program of assistance for rural banks (RBs). The 

amendments refer mainly t o  the  I'ollowing: a) redefines the  term "plan of pay- 
ment" by extending the period of amortization on  total arrearages of RBs as of 
December 3 1, 1986 from ten t o  fifteen years; b)  clarifies t h e  section pertaining 
t o  "Fresh Capital Infusion" such that  for RBs with supervised credit arrearages 
and where the required capital infusion exceeds P500,000.00, the amount in ex- 
cess of P500,000.00 may be covered by the  rural banks availing themselves of 
the conversion scheme (which provides that all arrearages of supervised credit 
papers may be converted into paid-in capital in the name of the  LBP while the  
accrued interest thereon may be  covered by a plan of payment between the  rural 
bank and the Central Bank o n  an equal annual amortization schedule over a period 
not exceeding fifteen (15) years. On the other hand, in the case of a rural bank 
without supervised credit arrearages and not deficient in capital, it may either 
increase its capital o r  pay the  Central Bank an amount equivalent t o  ten (10)  
percent of the  total of its arrearages and a c ~ r u e d  interest a t  P500,000.00, which- 
ever is lower. However, if it is deficient ir? capital, it shall be required t o  put  in 
such capital as may be necessary t o  raise its risk asset ratio t o  t en  percent (10%). 
Likewise, with regards t o  the  purchase of government shares, under the  conver- 
sion scheme the  term of payment is extended from ten (10) t o  fifteen (15) years, 
inclusive of three years grace period and which payment shall be placed in escrow 
in a special deposit account with LBP by the private stockholders of the partici- 
pating bank. 
2. Memorandum to All Rural Banks, September 21, 1988. States that submission 
by the  rural banks of t h e  Progress Report on  Short-term Loans (CBP7-19-86) is 
no longer necessary. This revokes CB Memorandum t o  All Rural Banks dated 
July 9,  1981. 


