
Fortv-Fourth ad 

ANNU 
REPORT 

1992 





MANILA 

OFFICE OF THE GOVERNOR 

March 27,1993 

His Excellency 
The President of the Philippines 
Malacanang Palace, Manila 

Dear Sir: 

I have the honor to submit the Forty-fourth Annual Report 1992 of 
the Central Bank of the Philippines pursuant to the provision of Section 37 
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The report contains a review of economic and financial developments 
in 1992, the major policies and measures adopted by the monetary authori- 
ties and highlights of the Bank's operations and other activities, including 
a statement on the Bank's financial position for the year. 
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RESPONSIBILITIES AND OBJECTIVES OF THE CENTRAL BANK 

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

"It shall be the duty of the Central Bank to use the powers granted to it under 
this Act to achieve the following objectives: 

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

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

Section 2, Article I, 
Republic Act No. 265, as amended 
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SOURCES AND SYMBOLS 

Sources. Statistics are derived from government bureaus and of- 
fices, financial institutions and private firms through direct communi- 
cation with the entities concerned, from published statistical reports 
and bulletins and from the different departments of the Central Bank. - 

Definitions. The series are defined in general and specific terms in 
the "Notes on the Series Used  of the Statistical Bulletin, Volume I1 of 
the Annual Report. Changes made in each table are also explained 
briefly. 

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

Symbol Information 

Data not available 
Nil or zero 
Preliminary 
(Set up as a superscript) 
Revised 
(Set up as a superscript) 

Rounding offoff?gures. Any slight discrepancy that may be noticed 
between the sum of the constituent items and the total shown in some 
tables may be attributed to rounding off of figures. 
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OVERVIEW 3 

THEYEAR 1992 was marked by important transitionsin the country'smove towards greater 
economic stability. Significant monetary and financial reforms, complemented by the 
peaceful holding of general elections in May, contributed substantially to a more open and 
competitive economic environment. Retlectingthis deregulated atmosphere, the exchange 
rate remained generally stable and the official international reserves reached record levels 
during the year. Idation slowed down to single-digit levels and interest rates considerably 
softened. Real Gross National Product (GNP), while posting a minimal improvement, 
showed strong foundations for a recovery as real inveshnento turned around from a 
negative to a positive, though moderate. growth. Major economic and political bottlenecks, 
however, remained unresolved even as the country contemplated a shift to a higher growth 
path in the medium-term. 

At the start ofthe year, thecountry embarked on amajorprogramto liberalize the system 
of foreign exchange controls and restrictions in the economy. Essentiany completed in 
August, the program initiated path-breaking regulations that, among others, totally lifted 
foreign exchange surrender requirements as well as quantitative purchase restrictions on 
current account transactions. This policy change was accompanied by trade and other 1 I 
foreign exchange reforms such as the grant of the privilege for the full retention of export 
proceeds and the liberalization of exporters' and producers' access to foreign currency 
deposit loans, all of which contributed to reduced financing and other transaction c ~ s t s  for 
exporters. Corresponding reforms in the foreign exchange market were also initis-ted, the 
most important of which was the establishment in April of the Philippine Deali g System 
(PDS) whkh allowed market participants to continuously trade with each other through an 
electronic screen-basednetwork for eight hoursdaily from theprevi0u~thi~~1l1~te~pI ' i0~  
to its operation. The advent of the PDS facilitated a 78 percent increase in the volume of 
trading in the market compared to the 1991 level. 

In May, implementation of the 1992 Commercial Bank Financing Package was started. 
The package, covering a total of $4.5 billion commercial bank debt, was a voluntary. multi- 
optionoperation whichincluded debt anddebtservice reductionoptions, as well asan option 
for further restructuring with commitment of new money. During the month, the buyback 
element ofthe package invohfingthe repurchase of $1.263 billion public sector restructured 
debt was completed. The bond exchange element which involved the conversion of $3.2 
billion eligible debt into long-term bonds was later concluded in December. In addition to 
this latter package, new money amounting to $138 million was also raised. 

The implementation of various other debt reduction schemes was also continued during 
the year. The fifth auctionunder the Central Bank (CB) debt-to-equity conversion program I 

was conducted in March and reduced debt outstanding by $130 million. However, other 
auctions seheduledfor the year were temporarily suspended pending completion of the 1992 
Commercial Bank Financing Package. As of end-1992, various schemes, including the debt- 
to-equity conversion program had reduced the country's external debt by a cumulative 
amount of about $3.3 billion. 

I 
Following the above major reforms, the external sector posted positive developments in 

terms of a generally stable exchange rate, sustained surplus in the overall balance of 
payments (BOP) andhigher international reserves. Tbe peso a t  end-1992 registered a 5.8 
percent appreciation from its year-ago level a t  P25.096. It also strengthened significantly 
during the year against other major currencies, posting 11.2 percent and 7.8 percent 
appreciations in real effective terms against major trading partners and competing 
countries, respectively. The country's external transactions realized an overall surplus of 
$500 million; considerably lower thPn the $1,405 million recorded in 1991. This was due 
primarily to the debt buyback operations undertaken in May involving $1.263 billion in 








































































































































































































































































