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1. The Republic of the Philippines is submitting this report as required under Article
XVIII: 12(b) of the Generai Agreement on Tariffs and Trade.

2. This consultation is being held in pursuance to the decision of the GATT Council of
Contracting Parties in April 1991 for the Philippine Government to undergo full BOP consultation
in 1992, considering that the last full consultation with the Philippines was held in 1986. The
Philippines underwent simplified consultations in October 1988 and March 1991.

3. The report seeks to inform the CONTRACTING PARTIES of the recent developments in
the economy and in the balance of payments as well as the measures implemented to attain economic
recovery and sustained long-term growth.

4. In this consultation, the Philippine authorities wish to draw the attention of the Committee
to the liberalization measures that have been and are currently being implemented by the Government
covering trade, the financial system and the payments system. The implementation of these
liberalization measures, which has opened the domestic economy to foreign competition, will
continue to be carried out notwithstanding the developments in the Uruguay Round of Multilateral
Trade Negotiations.

I. Developments in the Philippine economy in 1991 and the first nine months of 1992

5. To mitigate the impact of adverse shocks experienced by the country in 1990, the
Government in early 1991 adopted a stabilization program to strengthen the medium-term economic
growth prospects, reduce inflation, improve the balance of payments and obtain debt relief. This
program is supported by a standby arrangement from the IMF and by financial assistance provided
by multilateral institutions, foreign governments and commercial bank creditors.

6. In 1991, the Philippine economy essentially traversed along the part charted under the
economic stabilization program. However, the effects of the Gulf war in January, the eruption of
Mt. Pinatubo in June and other adverse developments bore heavily on the economy as real GNP
reflected a zero growth rate vis-a-vis the 3.9 percent growth in 1990. The decline in overall output
could be traced to the drop in industrial output as well as to the inability of the services sector to
grow.

1Material provided by the authorities of the Philippines, complementary to that provided in C/RM/G/33.
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7. In the flrst fine months of 1992, the economy grew by a minimal 0.9 percent to
P 521.2 billion. This came about notwithstanding notable increases in net factor income from
abroad, particularly remittances from overseas contract workers and personal consumption during
thie flrst and third quarters following the t.3 percent contraction in the second quarter due, in turn,
to the drought and Uic attendant power crisis.

8. The inflation rate accelerated to 18.7 percent in 1991 due mainly to the spillover effects of
the domestic oil price hikes, the imposition of the import levy and the sharp depreciation of the peso
in 1990. Natural calamities also adversely affected food prices. During the flrst nine months of
1992, the inflation rate decelerated to 9.1 percent as domestic fuel prices were adjusted downward
as the price of basic food items such as rice and corn grits remained stable.

9. In thie fiscal sector, the National Government incurred a deficit of P 26.3 billion in 1991,
slightly lower than the programmed level as the increase in revenues offset te rise in expenditures.
The favorable fiscal developments were mainly a result of the Government's firm determination to
strengthen revenue generation to curb public expenditures despite the unplanned budgetary outlays
sucb as rehabilitation of areas affected by the Mount Pinatubo eruption and other natural calamities.
Considerable progress has also been made in public sector corporate reform with the successful
disposal by the Asset Privatization Trust of non-performing assets and the partial privatization of a
number of government corporations. During thie same year, the deficit of the Oil Price Stabilization
Fund (OPSF) was successfully controlled and wiped out by mid-August, and had accumulated a
positive balance beginning September within the continued stability of the peso-dollar exchange rate
and the decline in international crude oil prices.

10. The National Government (NG) cash operations for the first nine months of 1992 resulted
in a cumulative deficit of P 5.5 billion, P i.7 billion higher compared with thie P 3.8 billion
programmed deficit for the same period. The weakening of the cash budget position was attributed
to te higher-than-programmned expenditures of the NG such as net lending and tax expenditures.
The negative cash budget balance for the period, however, represented an improvement over te
P 12.3 billion deficit registered during the same period last year. The P 6.8 billion improvement
in thie cash budget position mainly came from the P 22.3 billion increase in total revenues which
more than offset tne P 15.5 billion expansion in total expenditures during the comparable period.
The improved performance in revenue collections was due, in turn, to higher tax collections by the
Bureau of Internal Revenue and the Bureau of Customs while the increase in total expenditures was
accounted for by te risc in allotments to LGUs, interest payments and taxc expenditures.

11. With a lowcr-than-programmed fiscal deficit, a dampening of demand for credit, the
appreciation of the exchange rate, and the downtrend in foreign interest rates, the average nominal
interest rate on borrowing and lending instruments generally declined in 1991. In real terms, most
instruments yielded positive returns, albeit lower than teir comparable levels inl 1990.

12. -The stability ofte foreign exchange rate, the slowdown in te average inflation rate and low
foreign interest rates for the first nine months of 1992 triggered the downtrend in nominal interest
rates on banks borrowing and lending instruments. For instance, Uic average nominal interest rate
on 91-day Tr-bill dropped from 21.4 per cent in December 1991 to 16.14 per cent in
September 1992. Inflation adjusted rates, however, posted increases vis-a-vis 1991 levels.

13. In keeping with the objectives of the Economic Stabilization Programme of 1991, monetary
policies were directed at containing the growth of monetary aggregates within the limits provided
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under the programme. The major objective was to trim down inflation while providing for the
liquidity requirement of a small positive growth in output. However, the substantial purchases by
the Central Bank of the excess foreign exchange holdings of commercial banks in the second quarter
of 1991 led to the underperformance of the base money but the aggressive open market operations
in the form of CB bills gradually brought back the base money growth closer tc te target.

14. In 1992, prudent monetary policy in support of the stabilization thrust of government
economic policy was continually pursued. This was reflected in the 12.2 per cent growth in
domestic liquidity during the first nine months of 1992, slightly lower than the 13.5 per cent growth
registered in the same period last year. Concrete steps were taken during the first half of 1992 to
address the problem of CB net income losses which have constrained the pursuit of an independent
and effective monetary policy. In April, June and July, a substantial portion of outstanding CB
foreign exchange swaps with commercial banks was unwound. The unwinding of these swaps helped
to reduce a decade-old problem that has been a source of Central Bank losses.

15. Financial reforms were undertaken in 1991 to achieve deregulation, liberalization, greater
competition and efficiency in financial intermediation and to enhance the stability and strength of the
financial system. The revised regulations on the establishment and relocation of branches of
commercial and thrift banks took effect in April 1991. These included the adoption of an auction
system as an impartihd and transparent method of awarding franchises for more bank branches. A
liberalized branching policy for rural banks was also approved including the privilege of nation-wide
branching. This allowed rural banks-to expand their operations in the light of more commercial and
thrift banks being established in non-urban areas in the future. Moreover, the banks' minimum
capitalization was increased in July to expand their capability to serve the growing needs of the
public.

16. Partly as a result of these measures, the total resources of the financial system aggregated
P 1,002 billion at end-September 1992, higher by 8.1 per cent than the level registered at end-
December 1991. The commercial banking system accounted for 64.1 per cent of total resources at
end-September 1992, while the non-bank financial institutions and thrift banks accounted for
25.0 per cent and 5.4 per cent, respectively.

II. Balance of payments situation

17. The external sector showed signs of resurgence and recovery in 1991 as manifested in the
strengthening of the overall BOP position which reflected a surplus of US$1,405 million, inclusive
of rescheduling. This favourable turnaround from the US$185 million deficit posted in 1990 could
be traced to the improvements of both the current and the non-monetary capital accounts. Without
rescheduling, the overall BOP position would have reverted to a deficit of US$208 million. The
improved BOP performance can be attributed mainly to the measures undertaken by the economic
authorities to liberalize the economy and strengthen the country's external sector.

18. In the first nine months of 1992, the overall surplus stood at US$325 million (inclusive of
rescheduling), substantially lower than the US$658 million surplus recorded in the comparable period
last year. Behind this development was the weakening of the non-monetary capital account. Without
rescheduling, the overall BOP position would have reflected a deficit of US$836 million.

19. The BOP performance in 1991 was highlighted by the marked contraction of the current
account deficit by 61.7 per cent to US$1,033 million. At this level, the current account deficit was
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2.3 per cent of GNP. Ail transactions under the current account reflected improvements. The
country's current account position continued to improve in he first nine months of 1992, wit te
deficit being reduced to US$970 million ftom US$1,023 million last year. This emerged following
the strong showing of the services account. -

20. The merchandise trade gap in 1991 was cut by 20.1 per cent to US$3,21 1 million as the
8.0 per cent growth in exports was accompanied by a 1.3 per cent drop in imports. The trend,
however, was reversed in the first nine months of 1992 as the merchandise trade deficit widened by
42.2 per cent to US$3,434 million as imports rose faster tan exports.

21. The non-merchandise trade account showed a much improved performance in 1991 as
receipts rose by 16.2 per cent to US$5,624 million. About two-fifts of the gain ii invisible receipts
was accounted for by workers' remittances as the number of deployed workers abroad increased by
37.9 per cent to 615,019. With thie favourable investment climate in the country, thie arnount of
withdrawals in pesos of foreign currency deposits as well as operating expenses of multinationals ini
he country manifested uptrends. Income from tourism likewise surged along with the number of
tourist arrias. Meawhile, net nward transfers moved up by 15.8 per cent to US$827 million
owing largely to te positive response of thie international community in providing assistance in light
of the natural calamities which beset the country during the year.

22. For the first nine months of 1992, invisible receipts, bolstered by higher inward remittances
from contract workers, grew at a rate more than thrice that of invisible payments. As a result, the
invisibles account yielded a surplus of UJS$1 ,827 million, more than twice te previous year's level.

23. In 1991, the net inflow of non-monetary capital rose by 20.2 per cent to UTS$1,794 million
due to the positive developments in the medium-anid-long term (MLT) loan, foreign investments and
short-term capital accounts. The balance of the MLT loan account more than doubled to
UJS$922 million, notwithstanding the contraction in loan availments by US$708 million, as loan
repayments dropped considerably to US$2,691 million from US$3,915 million, the latter figure
reflecting te US$1,34 million debt buyback transaction concluded in January 1990.

24. Meanwhile, the net inflow of foreign investments surged by 36.2 per cent to US$654 million,
mainly as a consequence of thie sizeable expansion in debt conversions and portfolio investments, as
well as the hxalving of withdrawals of investments in the for of shares of stock and bondholdings
by non-residents. Similarly, the net inflow of short-term capital increased substantially from
US$19 million to US$369 million during the year in review. This improvement reflected the
significant expansion in availments of short-term loans under the Trade Facility as well aS of export
advances.

25. For the flrst fine months of 1992, the surplus in the non-monetary capital account contracted
to US$628 million from US$1,229 million as the weakening of the MLT loan account nullified the
marked improvements in the reign investments and short-term capital accounts. The MLT ban
account reflected a net repayment of US$296 million as contrasted to a net availment of
US$615 million a year ago, notwithstanding higher gross MLT availments, particularly of new
money from bilateral and multilateral sources. The weakening ws brought about by higher
repayments of MLT loans arising from the debt buyback operation conducted in May 1992
amounting to US$1,263 million.
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26. Net foreign investments strengthened on account of the substantial improvement in inflows
of portfolio investments and new foreign investments in the country alongside increases in inflows
from bank inter-branch operations and debt conversions. These favourable developments reflected
renewed investor confidence in the economy partly resulting from the foreign exchange liberalization
programme and the peaceful outcome of the national and local elections last May. Similarly, the net
inflow of short-term capital soared by 27.9 per cent, triggered by the net utilization under the Trade
Facility.

Exports

27. Exports grew by 8.0 per cent to US$8,840 million in 1991. This year's growth was higher
than the 4.7 per cent growth posted in 1990. Electronics and garments spearheaded the list of
leading exports due to sustained world demand and, in the case of the latter, primarily as a result
of the successful penetration of non-quota markets. Fresh or preserved fish exports likewise
increased, bolstered by strong demand for shrimps and prawns by the Japanese market. Appreciable
increments were also noted in the shipments of other manufactured products such as toys, chemicals,
footwear machinery and transport equipment, and processed food and beverages, as demand for
and/or prices of these commodities improved. The country's exports were also propped up to a
considerable extent by the Govermnent's intensive export promotion programme, a market-driven
exchange rate and the lowering of quantitative restrictions on imported inputs under the Import
Liberalization Programmes (ILP). These positive developments negated the downtrends in earnings
from mineral products, as both volume shipments and prices of these commodities weakened;
coconut oil, following lags in domestic production; seaweeds, due to the protectionist policies
imposed on the commodity by the United States and the EC; and iron and steel, due to soft demand.
Without these protectionist barriers, it is expected that the country's exports could have risen much
faster than the 8.0 per cent growth recorded in'1991.

28. Exports for the first nine months of 1992 continued to grow at a rate of 9.9 per cent to
US$7,149 million. The growth in exports was bolstered by the liberalization of the regulatory
framework governing export transactions which was supported by the aggressive marketing
programme initiated by the Government. Electronics, garments and coconut oil were the principal
export items for the period in review.

Imports

29. Total imports contracted by 1.3 per cent to US$12,051 million in 1991, in stark contrast to
the 17.2 per cent growth posted in 1990. This reflected the slowdown in domestic economic activity
and the imposition of the import levy during the year. All major commodity groups reflected
downtrends, with the exception of raw materials and intermediate goods which increased by
0.7 per cent mainly as a result of higher arrivaIs of embroideries and materials for the manufacture
of electrical equipments which are inputs to the manufacture of garments and electronics. Following
the slowdown in domestic demand, arrivals of capital goods dropped by US$170 million while
arrivaIs of consumer goods declined by US$71 million. Imports of mineral fuels and lubricants
likewise slowed down as the average purchase price of petroleum crude slid to US$18.22 per barrel
from US$20.24 per barrel in 1990.

30. Imports of liberalized items in 1991 stood at US$3,261 million, 7.7 per cent lower than the
level in 1990. The share of imports of liberalized items to total imports likewise contracted slightly,
from 29.0 per cent to 27.1 per cent.



....... ............ ..... ..........ayet Res.rcin
Page6~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~..

...

31. For the first nine months of 1992, imports increased from US$8,921 million to
US$10,583 million. This period's 18.6 per cent growth - which was a turnaround from the
0.02 per cent contraction recorded in the previous year - was accounted for mainly by capital and-
raw materials and intermediate goods, arrivals of which rose by US$689 million and
US$615 million, respectively. To some extent, the growth in imports could have been influenced
by the appreciation of the peso vis-à-vis the U.S. dollar as well as the removal of the import levy
in April 1992.

Direction of trade

32. The geographical pattern of Philippine trade in 1991 mirrored état of 1990 with the
United States, Japan and the European Comnmunity (EC) as the country's leading trading partners.
These countries/bloc accounted for about three-fifths of total exports and imports in 1991. The
United States remained the top destination of Philippine-made goods (35.6 per cent), with Japan a
distant second (19.9 per cent). In the case of imports, the United States and Japan continued to be
the principal sources of imported goods (20.1 per cent and 19.5 per cent, respectively), while both
the EC and the Middle East countries, the latter principally on account of oil, occupied the third
place (10.3 per cent). The overall ranking of the ASEAN in 1991 approximated that of the earlier
year, i.e., fourth (7.0 per cent) in ternis of Philippine exports and fifth (9.2 per cent) in terms of
imports.

33. For the nine months of 1992, the trend remained the same with the United States, Japan and
the EC remaining as the country's top trading partners.

External debt

34. As of end-December 1991, the country's total foreign exchange liabilities stood at
US$29,956 million, US$1,407 million or 4.9 per cent higher than the level a year earlier. The
increment was traced mainly to net availments of medium- and long-term loans, adjustment for
foreign exchange rate fluctuations, and higher export advances and trade deposits. This increase
was, however, partly offset by a decline in debt stock resulting from various debt reduction schemes
and thie assignment of credits of foreign banks to locally-based FCDUs.

35. The country's foreign exchange liabilities at end-September 1992 stood at
US$29,952 million, or 0.01 per cent lower than the end-December 1991 level. The contraction was
traceable to the various debt reduction schemes particularly the debt buyback with commercial bank
creditors amounting to US$1,243 million2 conducted in May, the adjustment for foreign exchange
rate fluctuations, and the assignment of credits of foreign banks to locaily-based FCDUs. However,
this contraction was partly offset by net availments of medium- and long-term loans, short-tern
credits, and losses arising from exchange rate fluctuations.

36. Comprising the bulk of the foreign exchange liabilities were debts of the non-banking sector
at 75.1 per cent of the total, while 21.8 per cent and 3.1 per cent were banking sector liabilities and
export advances, respectively. Classified by maturity, 82.7 per cent of total foreign exchange
liabilities were medium- and long-term debt while 17.3 per cent were short-termn obligations.

'Total debt buyback amounted to US$1,263 million as reported in the BOP. Discrepancy was
due to the end of month valuation adjustment for May.
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Classified by creditor, 35.0 per cent of total liabilities were owed to bilateral creditors, 31.8 per cent
to banks and financial institutions, 23.1 per cent to multilateral sources, 9.9 per cent to suppliers,
and 0.2 per cent to other creditors.

37. As of the end-September 1992, credits under the Trade Facility reached US$2,930 million,
US$55 million higher than the commitment level of US$2,875 million. Of the total actual level,
US$2,2420 million consisted of direct trade credits while US$510 million were in the form of
deposits with the CB.

International reserves

38. Largely as a consequence of Central Bank's foreign exchange purchases, Central Bank gross
international reserves (CB-GIR) rose to a historical peak of US$5.5 billion on 14 April, 1992. At
this level, the CB-GIR could finance 3.7 months of imports of goods and services. CB-GIR at the
end of September 1992 amounted to US$4,697.4 million, up by 5.1 per cent from the end-1991
level. At this level, reserves were equivalent to about 3.0 months of imports of goods and services.
The lower level of reserves resulted mainly from outflows involving the settlement of outstanding
peso-dollar swaps of Authorized Agent Banks (AABs) with the Central Bank and the debt servicing
requirements of both the Central Bank and the National Government and the drawdown of reserves
to finance the debt buyback in May. These outflows were offset by the net foreign exchange
purchases from AABs, deposits by the Treasurer of the Philippines of proceeds of their foreign
loans, income from investments in foreign securities, and purchase of United States Treasury
warrants and of primary and panned gold.

39. Meanwhile, the gross international reserves of the commercial banking system reached
US$4,189.9 million at end-September 1992, up by 19.7 per cent from their level- last
31 December, 1991.

40. On a net basis, the country's international reserves, computed as the difference between gross
foreign assets of both the Central Banrk and the commercial banking system and their aggregate
monetary foreign liabilities, improved by 36.8 per cent to US$1,207.9 million as of end-
September 1992.

Exchange rate

41. Based on the Bankers Association of the Philippines' (BAP) reference rate, the official
exchange value of the peso to the US dollar at end-December 1991 appreciated by 4.8 per cent to
P 26.65 from the level a year ago. The weak demand for dollars and the continued imposition of
the import levy accounted mainly for the peso's continued strong performance against the dollar in
1991.

42. The exchange value of the peso vis-à-vis the U.S. dollar appreciated by 5.7 from the end-
December 1991 level to P 25.12 at end-September 1992. However, relative to the currencies of
major industrial countries, the peso generally weakened from comparable levels a year agc.
Depreciations were recorded against the Swiss franc, the French franc, the Deutsche mark, and the
Japanese yen. In contrast, the peso, strengthened relative to the newly industrialized economies'
(NIE) currencies, except the Malaysian dollar against which the local currency weakened.



43. The appreciation of tie peso vis-à-vis the U.S. dollar in nominal and real terms, which has
continued up to 1992, could be attributed. on one hand, to the significant increase in the inflows of
foreign exchange (following the liberalization of the country's foreign exchange system) and, on the
other hand, the slack in the demand for imports due to weak domestic economic activity and the
continued imposition of the import levy (this was subsequently lifted ini May 1992).

III. Baac fnyet rset n oiisfr19

44. The continued maintenance of a flexible exchange rate policy as well as the major structural
reforms instituted this year by the monetary authorities in the country's foreign exchange régime are
expected to improve the policy environment of Uic external sector to one that is more conducive to
growthi and international competitiveness. Export growth is thus expected to expand by about
11.0 per cent in 1993. On Uic other hand, Ui projected higher level of domestic activity is expected
to exert pressure on imports, particularly on raw materials and intermediate goods needed for Uie
production of rnanufacturedi goods.

45. The services account is expected to improve ini 1993 duc to tUie anticipated increase in
receipts arising from workers' remittances, withdrawal in pesos of foreign currency deposits and
travel. Likewise, net inward transfers are projected to reflect an uptrend on account of the expected
gains in personal remittances. As a percentage of GNP, Uic current account deficit is expected to
widen to 2.9 per cent in 1993 from 1.7 per cent in Uie current year, primarily as import growth is
expected to outpace export expansion.

46. Higher releases of loans in Uic pipeline earmarked to fund ongoing projects and lower
medium- and iong-tcrm (MLT) loan repayments are expected to reduce net outflows in Ufic MLT loan
account. Meanwhile, net inflows from foreign investments are expected to almost double due to Uic
combined effects of higher portfolio investments as well as lower foreign investment outflows. Onl
Uic other hand, Uic short-term capital inflow is expected to decline slightly due to higlier repayment
following Uic expected termination of Trade Facility Credit in December 1993. WiUi these
developments, Uic net outflow of non-monetary capital is expected to contract by about half Uiat of
Uic preceding year.

47. Without Ui benefit of rescheduling and new money, Uic balance-of-payments deficit is
expected to be reduced as a result of Uic stronger performance of Uic capital account. Taking into-
accounlt Uic rescheduling of loans with foreign commercial banks as well as Uic expected inflow of
new money from various sources, a bigger surplus in Uic overall balance of payments if expected
in 1993.

48. For 1993 onwards, the general thrust of external policies will be toward economic
liberalization. In particular, monetary authorities will continue to pursue a market-driven exchange
rate policy. The re-opening of the off-floor interbank trading under the Philippine Dealing System
(PDS) by Uic Central Bank last April 1992 will help to ensure that the interplay of market forces is
appropriately reflected in the determination of the exchange rate. Moreo-ver, the economic
auUfiorities intend to further pursue the deregulation of capital account transactions. Specifically, it
is expected tat the regulation requiring prior CB approval for outward foreign investments
amounting to US$1 million or more will be reviewed.

49. The Governmient will continue to seek possible avenues to improve net resource transfer by
reducing debt service payments on existing debt by negotiating bank financing packages and adopting
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market-based debt reduction scheme, tapping more concessional loans and the rebuilding of capital
market access, initially through bond issues for modest amounts and for shorter maturities.

IV. Policies and measures to correct the balance of payments during the review period

A. Philippine Economie Stabilization Programme (ESP) and the Multilateral Aid Initiative (MAI)

50. The IMF-supported medium-term economic and financial programme formulated in 1989 had
to be abandoned in late 1990 because of the evident impossibility of meeting its major goals due to
increasing strains particularly in the fiscal and external sectors and a series of adverse shocks - both
domestic and external, natural and man-made. To put the economy on a sustainable path, the
Government adopted an ESP starting February 1991. This programme is supported by an eighteen-
month standby arrangement from the IMP. The macroeconomic objectives under this programme
are the following: the attainment of modest real economic growth, the continued moderation of the
inflation rate to a single-digit level and the maintenance of a viable external current account position.

51. In 1991, the Philippine economy essentially stayed along the path chartered under the
programme. The effects of the Gulf war in January, the eruption of Mount Pinatubo in June and
other adverse developments bore heavily on the economy, particularly during the first three quarters.
Toward the end of the year, however, the economy gradually recovered lost ground and registered
positive developments particularly on the external front.

52. Stabilization continues to be the focus of the revised economic programme for 1992.
Emphasis continues to be placed on moderating inflation, further improving the external current
account position, and attaining a modest real output growth. To achieve the major objectives of the
programme, a combination of fiscal, monetary and external sector policies has been and will continue
to be employed. In addition, structural refonns are being pursued to lend support to adjustment
efforts and to lay the foundation for sustained growth over the medium-term. In particular, external
sector policies continue to support the economy's objectives. These policies include the continuation
of a flexible exchange rate policy tô maintain the country's competitive position, the implementation
of foreign exchange reforms to complement the reforms on foreign investments policies, and the
further liberalization of trade restrictions. The latter includes the continued implementation of the
import liberalization programme and tariff reform under Executive Order No.470 (dated July 1991).

53. Meanwhile, to assist the Philippines in meeting its development objectives, a number of
industrialized countries have implemented a programme of financial assistance known as the MAI
or the Philippine Assistance Programme (PAP). As of end-1991, a total of US$6,7 billion in loans
and grants have been committed in line with the programme. The Government is currently taking
appropriate steps to maximize the utilization of these committed amounts. The third PAP pledging
session was held in March, 1992 and a total of US$1.5 billion were generated in pledges of loans
and grants.

54. The Government requested the IMF for the extension to end-December 1992 of the current
standby arrangement (SBA) along with the external contingency mechanism attached to it to support
the economic stabilization programme from 1991-1992. This was approved by the IMF. The IMF
has also approved the Philippine government's request for another extension of the current standby
arrangement to end-March- 1993. The Government is currently looking into the possibility of
entering into a successor programme to the ESP.
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B. Deregulation of the rules and regulations governing foreign exchange pavments

55. Deregulation of the foreign exchange régime was implemented during the review period.
Such is expected to lend support to the New Foreign Investments Act which ws passed by Congress
in June 1991. Liberalized rules and regulations governing non-trade exchange transactions took
effect starting 20 January 1992, pursuant to CB Circular No. 1318 dated 3 January 1992. The major
changes included relaxed surrender requirements for service exporters, higher ceilings for certain
foreign exchange disbursements for non-trade transactions, expansion of eligible deposits under the
foreign currency deposit system, and full and immediate repatriation and remittance privileges for
all types of investments, without prior CB approval.

56. Continuing the deregulatory moves undertaken by the previous administration, the current
government also took further steps to loosen foreign exchange controls. Last 28 July, further
liberalization efforts were pursued through the implementation of wide-ranging reforms of exchange
regulations governing trade transactions. Subsequently, on 24 August, the Central Bank approved
the full liberalization of foreign exchange regulations governing current account transactions.

57. Specifically, exporters are now permitted to retain 100 per cent of their export proceeds.
The amount that may be borrowed from the FCD unit of local commercial banks, without need of
prior CB approval, has been raised to 100 per cent of L/Cs, purchase orders and sales contracts in
the case of merchandise exporters, and to 100 per cent of expected foreign exchange receipts in the
case of service exporters.

58. The remaining restrictions on the proceeds from and payments for invisibles have also been
removed. Thus, the mandatory surrender requirement of foreign exchange imposed on fifteen types
of business operations has been lifted. Moreover, AABs may now sell, without prior CB approval,
foreign exchange to residents for invisible payments, subject only to the requirement that these
transactions must be supported by appropriate documents evidencing the legitimacy ofthe obligation.

59. With these reforms, the remaining restrictions on foreign exchange transactions will be those
on foreign exchange payments sourced from. the banking system that are foreign-loan related, and
on outward investments amounting to US$1 million or more. These shall continue to be governed
by existing CB circulars which require prior CB approval for loans and investments. The next stage
will be a review of these remaining regulations to determine whether or not and when these controls
can eventually be lifted.

60. These deregulatory measures effectively ended over four decades of exchange control in the
Philippines. With these liberalization moves, the country's foreign exchange regulatory framework -
specifically that governing current account transactions - is now comparable, if not more liberal, that
those of neighbouring countries.

61. Reduced transaction costs (due to lower foreign exchange spreads) and greater access to
foreign currency loans are expected to improve the price competitiveness of Philippine exports, thus
helping to increase their shares in world markets. Liberalization, which has increased confidence
in tie economy, is also expected to stimulate capital flows into the country. The reduction in tie
restrictions on international capital mobility can also play an important rôle in attracting residents
to bring back flight capital.



62. Altogether, these bold measures serve as an important signal of the change in economic
policy toward one which is more market frîenldly and investor-friendly. Through these measures,
te Government has established more favourable conditions for exports, investments and sustainable
economic growth.

C. Reform of thie foreign exchange market

63. The restructuring ofte foreign exchange market has beenl carried out conlcomitantly and in
a complementary manner with the deregulation of te foreign exchange regulatory firamnework. Ini
.April, the CB implemented refornis to deepen te foreign exchange market and improve thie
mechanism for exchange rate determination. Relatedly, one major reform was the adoption of the
textbook approach in computing the foreign exchange position of commercial banks. Under this
approach, banks are allowed to maintain an overbought and oversold position of up to 25 per cent
or 15 per cent of their unimpaired capital, respectively. This regulation effectively forces banks to
transact in the foreign exchange market in order to be within the limits prescribed. Another major
reform WaS the re-opening of off-floor interbank trading under the Philippine Dealing System (PDS)
which would link participants through an electronic screen-based network for sharing information
and undertaking transactions. The system became fully operational in August 1992. Wit thie wider
range of transactions under the PDS, and with most transactions occurring among the participating
commercial banks, the determination of the peso's exchange rates vis-à-vis foreign currencies can
be considered to be truly market-based. Such is expected to help ensure that the exchange rate
reflects economic fundamentals, thus contributing to the price competitiveness of Philippine exports
and the rationalization of import use.

D. Debt management strategy

64. During te review period, Philippine economic authorities implemented several measures
aimed at reducing he debt burden and effecting a lasting resolution of the debt problem.

65. On 20 February, 1992, representatives of the Bank Advisory Committee and Philippine
finance and monetary officials reached agreement on te terms and elements of a financing package
which covers bothi debt and debt service reduction as well as new money. The commercial bank
financing package, which was signed on 24 July, 1992, has four options available under thie package,
namely: cash buyback, temporary interest rate reduction (TIRR) bonds, principal collateralized
interest rate reduction (PCIR) bonds, and new money bonds.

66. The buyback element of thie package was concluded on 14 May, 1992. It involved the
rephrase by the Philippines of US$1.26 billion of its outstanding debt. As of 1 December, 1992,
commitments of commercial bank creditors were as follows: cash debt buyback, US$1,263 million;
PCIR bonds, UJS$1,894 million; TIRR bonds, US$757 million; conversion bonds, US$559 million;
and new money bonds, US$138 million.

67. The package is anticipated to result in substantial cashflow relief arising mainly from a lower
and more manageable debt servicing. Apart from thie financial benefits, te package is also expected
to bring about a resurgence of confidence in the economy by the international community.
Perceptions of improved creditworthiness will lay the ground for access by the Philippines to the
voluntary capital markets and will enhance its ability to attract foreign direct investments. With the
conclusion of thie commercial bank financing package, the Governmient will be able to put the debt
issue behind it and pursue its growth objectives with renewed vigour.
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68. Earlier, on 20 June, 1991, the Philippines concluded negotiations with representatives of
creditor governments on the general terms governing the fourth round of rescheduling of debts owed
to official creditors in the Paris Club. The agreement that emerged from these negotiations was
substantially more favourable to the Philippines in several respects than previous Paris Club
agreements. The agreement covered the restructuring of debts failing due from July 1991 to
December 1992 and the amount of consolidated debt involved US$1.5 billion. The maturity was
later extended to March 1993 simultaneous with the expiration of the current IMF Standby
Arrangement. As of 20 August, 1992, the Government had already signed bilateral rescheduling
agreements with the following Paris Club members: Republic of France, Canada, the United States
of America, Swiss Confederation, Austria, Belgium, Finland, Denmark, Japan and Germany.
Meanwhile, the bilateral rescheduling agreements with the United Kingdom, Italy and Spain are yet
to be signed. With the current round of restructuring ending in March 1993, the Philippine
Government will again undertake negotiations with the Paris Club creditors for the fifth round of
rescheduling of maturing obligations.

69. Alongside these agreements, the debt reduction progranmne continued to be implemented.
Under Central Bank Circular No. 1267 (Debt-to-Equity Conversion Programme) dated
20 December, 1990, the CB shall auction over a three-year period the right to use CB convertible
debt in conversion transactions in the aggregate amount of US$900 million. In 1991, four quarterly
auctions, consisting of US$75 million each, were successfully concluded while the fifth auction was
held on 24 March, 1992, also involving US$75 million. The sixth auction is scheduled to be
conducted in January 1993, a month after the bond exchange agreed with foreign commercial banks
is completed. This is to ensure that there will be adequate supply of eligible debt for the auction
winners.

70. As of end-September, 1992, various schemes including the debt-to-equity conversion
programme reduced the country's debt by about US$3.3 billion. The total amount may be broken
down as follows: registered debt-to-equity conversions, US$1,327 million; debt-for-asset swaps,
US$414 million; excluded investments, i.e., equity investments which are not entitled to Central
Bank registration or to capital/dividends repatriation anytime in the future, US$339 million; debt-
for-debt swaps, US$414 million; debt-for-note swaps, US$153 million; and other debt reduction
schemes, US$648 million. The total amount excludes the debt buybacks of US$1.34 billion closed
in January 1990, US$100 million closed in December 1991 and US$1.263 billion closed in
May 1992.

E. Trade facility

71. During the review period, the Trade Facility continued to provide much-needed trade
financing for the country. The last extension of the Trade Facility is up to 30 June, 1993.
(Maturities of outstanding availments of this date must have a final maturity not later than
31 December, 1993.) As of end-September 1992, utilization under the Facility are as follows:
US$1.3 billion or 56 per cent for commercial banks, and US$1.1 billion or 44 per cent for non-
monetary purposes.

F. Liberalization of the relations on foreign investments

72. The promotion of foreign investments continues to be an important objective for sustained
development. Toward this end, the Foreign Investments Act (FIA) was passed in June 1991. It is
designed to simplify regulatory procedures and reduce barriers to investments, thus enhancing



foreign investors' confidence in the Philippine economy. In particular, the new Investment Act
removes the provision of thie 1987 Omnibus Investment Bill which limits foreign ownership to
40 per cent in ail domestic market enterprises and allows 100 per cent foreign ownership only in
export companies (i.e., companies which export at least 60 per cent oftheir product). This new law
now allows foreigners to own as much as 100 per cent of te equity in companies in all industries
except those specified in a "negative list" which shall be restricted to Philippine nationals.

V. Structural adjustment measures

73. The emerging macroeconomic stability, the nearing resolution of the debt issue, and the
overali positive performance of the external sector have enabled thoe country to pursue much needed
structural adjustment measures. Together wih the continued implementation of structural reforms,
the liberalization of te country's regulatory environment is envisioned to considerably improve thie
mobilization of capital resources which are essential for the attainment of a more viable balance-of-
payments position and he recovery and grow of the economy.

Tariff reform

74. In the area of trade reforms, Executive Order (E.O.) No.470 was issued on 20 July, 1991
to simplify the tariff structure and enhance the global competitiveness of local industries. E.O.
No.470 covers some 80 per cent of the presentarifn and Customs Code. The total number of
Harmonized System tariff lines is reduced by 10 per cent to 5,561 lnes from 6,193 lines. This
reduction is due to a simplification of tariff nomenclature (e.g., tariff nes that would eventually
have the sae rates of duty are combined into a single lne). However, it should be pointed out at
such nomenclature modification adhered faitfuly to the basic text of the international Harmonized
Coding System.

75. The final rates under E.O. No.470 cluster around four levels: 3 per cent, 10 per cent,
20 per cent, and 30 per cent. About 94 per cent of total tariff ines wil be dutiable at these rates
beginning July 199S. However, deviations are necessary for certain industries, so that a limited
number of items bear duties of zere, S per cent, 15 per cent, 25 per cent or 50 per cent. Aside ftom
implementing a four tiered tariff structure, E.O. No.470 will aiso eliminate alternative specific duties
primarily because these require frequent reviews to remain accurate in view of the volatility and
divergence in world prices.

76. Under E.O. No.47û, he average nominal tariff will be reduced from the current level of
28 per cent to only 20 per cent at theenoft tariff adjustment period. The reduction will be
staged over a five-year period, but thie net effect is a 28 per cent drop in the average statutory tariff
by 1995. Weighted by imports, the average tarif rate will decline from 20 per cent to 14 per cent
by 1995, or a drop of 27 per cent.

Import Liberalization Progranme

77. In August 1980, the Philippine government formally adopted the Import Liberaoization
Programme (ILP). hiis programme, which was carried out ontandem with the Tarif Reform
Programme, sought to liberalize various categoriesof imports in lne with the country's policy of
accelerating thle industrialization process but in such a way that it will not only benefit entrepreneurs
and industrialists but also serve the interest of Filipino consumers. More specifically, thee ILP aims
to facilitate the acquisition of imported raw materials and intermediate goods in order to help bring
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about the efficiency, stability and long-term growth of local industries, including export firms which
could become more competitive as a result of the availability of cheaper and better quality imports.

78. Implementation ofthe ILP was designed to proceed in several stages in order to give enough
time for the affected industries to adjust or rationalize their operations and to minimize and avoid
labour dislocation. First to be liberalized by the government were products belonging to the non-
essential consumer (NEC) and unclassified consumer (UC) import categories. From January 1981
to March 1986, a total of 999 items were liberalized by the government falling under the
above-mentioned import commodity groups.

79. Effective April 1986, an accelerated programme for import liberalization was started under
an agreement reached with the IMF-WB. Under this agreement (better known as Phase I of the
ILP), thePhilippines committed to remove licensing restrictions on 1,232 items on a staggered basis.
All of the 1,232 items (three sugar products were re-regulated as per agreement with the IMF in
July 1986) lined up for liberalization under Phase I of the ILP had already been made freely
importable by April 1988.

80. Phase II of the ILP was carried out starting June 1988. As of September 1992, a total of
438 items have already been made freely importable. To date, there are 135 remaining regulated
items, sixty-nine of which will continue to be regulated for reasons of health, safety, and national
security. While there has already been a decision to liberalize the remaining sixty-six items, the
decision on the timing for liberalization has not yet been reached.

VI. Systems and Methods of Restrictions

81. Imports into the Philippines are free unless otherwise subject to the requirements of prior
approval by appropriate government agenciesicommittees concerned responsible for implementing
the legislation prohibiting/regulating imports. The Tariff and Customs Code of 1978 (Presidential
Decree No. 1464) provides the primary legal basis for the control and regulation of imports in the
Philippines. However, there are other special laws that prohibit/regulate the imports of some
commodities and designate certain government agencies/committees to administer import regulations.
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Table 1
Gross national product by expenditure shase, 1990 - January-Septemîber 1992
(an million pesos, at constant 1985 prices)

Personal consumption expenditures 531,772 543,692 393,500 407,581

General Government consumption expenditures 57,042 57,432 43,014 40,818

Gross domestic capital formation 162,645 140,430 95,943 103,644

A. Fixed capital formation 157,034 139,320 96,705 104,158

B. Increase in Stocks 5,611 1,110 (762) (514)i

Export ofgoods and services 219,703 235,625 172,709 168,475

Less: Imnporta of goods and non-factor services 269,148 264,012 199,189 223,499

Statistical discrepancy 15,241 (675) 7,054 13,892

Gross domestic product (GD)P) 717,255 712,492 513,031 510,911

Net factor income from the rest of the world 1,652 7,960 3,489 10,312

Gross national product (GNP) 718,907 720,452 516,520 521,223

Gross national product (IJS$ trillion) 38,636 38,719 27,843 28,096

Memo items:

GNP per capits (Pesos) 11,564 11,335 8,216 8,112

GNiPper capits (US dollars) 621.46 609.17 442.87 437.29

Exchange rate 18.6073 18.6073 18.5512 18.5512

Population (in million persons) 62.17 63.56 62.87 64.25

Source: National Statistical and Coordination Boards.
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Table 2
National product Sy industrial origin, 1990- January-Septesnber 1992
(In million pesos, at constant 1985 prices)

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~.....,..,..,.....
1. Agriculture, fishery and forestry 160,734 162,193 114,034 il11,2S4

2. Industrial sector 258,078 250,190 179,535 178,953

A. Mining and quarrying 11,091 10,770 7,612 8,162

E. Manufacturing 183,925 183,111 133,313 132,687

C. Construction 42,639 35,700 23,075 22,838

D). Electricity, gas anxd water 20,423 20,609 15,535 15,266

3. Services (tertiary) sector 298,443 300,109 219,462 220,704

A. Transport, communication and storage 41,217 41,407 30,620 31,232

B. Trade 101,354 102,877 73,571 74,628

C. Finance and housing 70,114 69,259 51,839 52,0S0

D. Services 85,758 86,566 63,432 62,794

Gross domestic product (GDP) 717,255 712,492 513,031 510,911

Net factor income from thc rest of the world 1,652 7,960 3,489 10,312

Gross national product (GNP) 718,907 720,452 516,520 521,223

Gross national product (US$ million) 38,636 38,719 27,843 28,096

Source: National Statistical and Coordination Boards.
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Table 3
National government cash operations, 1990 - January-September 1992
(In billion pesos)

p/ Preliminary.

Source: Department of Finance.

I. Revenue 180.9 220.8 157.9 180.2

Tax revenue 151.7 182 3 134.5 154.6

Non tax revenue 29.2 33.5 23.4 25.6

II. Expenditures 218.1 247.1 170.2 185.7

ofwhich: Interest payments 71.1 74.9 53.4 62.2

Net lending and equity 2.8 6.0 2.8 (8.4)

Subsidy 13.2 8.0 4.8 2.7

III Overall surplus/deficit (37.2) (26.3) (12.3) (5.5)

IV. Financing 37.2 26.3 12.3 5.5

1. Domestic 33.1 19.4 8.1 1.1

2. Foreign 4.1 6.9 4.2 4.4

.. .. .. .. .. ..



Table 4
Monetary incicators' as of dates indicated
(In million Pesos)

....'"''""'""''""""''"''"''' ....-.........
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I. Liquidity

Domestic liquidity 300,541 347,079 310,981 349,023

A. Money supply 89,012 101,374 83,868 93,504

1. Currency in circulation 61,921 69,394 52,419 58,338

2. Peso demand deposits 27,091 31,980 31,449 35,166

B. Savings deposits 159,193 186,909 169,253 201,159

C. Time deposits 49,102 55,774 54,867 51,983

D. Deposit substitutes 3,234 3,022 2,993 2,377

II. Credits

A. Net domestic assets 474,495 453,822 441,580 425,279

1. Monetary authorities 251,145 219,213 221,430 146,839

2. Deposit money banks 223,350 234,609 220,150 278,380

B. Net domestic credits 267,510 269,049 240,161 250,064

1. By end-user

a. Public sector 47,356 31,709 16,387 (23,55S)

b. Private sector 220,154 237,340 223,774 273,619

2. By institution

a. Monetary authorities (12,5SS) (29,413) (37,851) (92,566)

b. Deposit money banks 280,065 298,462 278,012 342,630

mI. ReserveMoney 108,721 129,363 113,162 122,558

A. Currency issue net of cash in treasury vault 70,355 80,245 60,654 67,463

B. DBM reserve balances with Central Bank 38,366 49,118 52,508 SS,O9S

1/ Data reflect the transfer of non-performing assets/liabilities of two major government banks to the National Governaent.

Source: Central Bank of the Philippines.
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Table 5
Consumer price index, 1990 - January-September 1992
(1988 100)

All items 128.1 152.0 150.3 164.0

Food and beverages 127.6 147.2 145.8 155.8

Clothing 120.3 140.6 138.6 154.2

Housing and repair 132.8 159.6 156.4 184.8

Fuel, lignt and water 136.0 173.3 173.0 181.7

Services 129.3 171.4 169.6 182.5

Miscellaneous 120.5 140.0 138.1 157.4

..-..1~~~~~~~~~~~~~~~~......
All items 127.3 153.6 151.3 170.4

Food and beverages 124.5 144.6 142.6 153.3

Clothing 111.8 131.8 129.9 145.0

Housing and repair 137.4 168.0 163.3 209.1

Fuel, light and water 139.0 176.6 177.5 184.0

Services 124.4 166.4 164.6 176.1

Miscellaneous 117.5 136.2 133.8 155.3~~~~~~~~~~~~~~~~... ... ., I
Ail items 14.2 18.7 19.8 9.1

Food and beverages 11.9 15.4 16.1 6.9

Clothing 10.0 16.9 16.9 11.3

Housing and repair 16.9 20.2 20.4 18.2

Fuel, light and water 23.7 27.4 32.0 5.0

Services 22.o 32.6 36.2 7.6

Miscellaneous _ 11.7 16.2 16.2 14.0

Source: National Statistics Office.



Table 6
Balance of Payments", 1990 - January-September 1992
(In million US dollars)

....19119 1.192v.

I. Current transactions

A. Merchandise trade (4,020) (3,211) (2,415) (3,434)

Exporta 8,186 8,84.0 6,506 7,149

Imnporta 12,206 12,051 8,921 10,583

B. Non-merchandise trade 611 1,351 775 1,827

Inflow 4,824 5,624 3,946 5,366

Outflow -4,231 4,273 3,171 3,539

C. Transfers 714 827 617 637

Receipts 717 828 618 645

Paymnents 3 1 1 8

Current account, total (2,695) (1,033) (1,023) (*970)

HI. Non-monetary capital

D. Long-term lans 406 922 615 (296)

Inflow 4,321 3,613 2,461 2,775

Outflow 3,915 2,691 1,846 3,071

E. Foreign investments 480 654 538 703

Inflow 706 798 640 1,052

Outflow 226 144 102 349

F. Short-termn capital, (net) 19 369 204 261

G. Errors and omissions 587 (151) (128) (40)

Non-monetary capital, total 1,492 1,794 1,229 628

H. Monetization ofgold 218 245 178 109

I. Allocation ofSDR 0 0 00

J. Revaluation adjustment 800 399 274 S58
of which. debt reduction 819 264 178 684

m. Overall BOPposition (185) 1,405 658 71325

1/ With rescheduling.
p/ Preliminary.

Source: Central Bank ofthe Philippines.
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Table 7
Exports by major commodity group, 1990-1992 (January-September)
(Volume in '000 metric tons, price in US$/MT, FDB value in US$ milion)

, ...:. .......::::-:
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COCONUT PRODUCTS

Copra

Coconut oii

Desiccated coconut

Copra meal/cake

Others

SUGAR AND PRODUCTS

Centrifugal and refined

Molasses

Others

503

97 210 20

,135 318 361

75 805 61

644 84 54

7

133

247 451 111

424 52 22

FRUITS AND VEGETABLES

Canned pineapple

Pineapple juice

Pineapple concentrates

Bananas

Mangoes

179 495

32 214

41 579

840 178

13 1,182

Others

OTHER AGRO-BASED PRODUCTS

Fish, fresh/preserved 55 5,363

of which: shrimp & 24 9,059

326

89

7

24

149

42

431

294

219

81

840

81

612

274

317

194

37

43

955

22

61

30

447

230 19

356 299

820 66

90 55

8

136

418 115

65 21

393

490 95

239 9

628 27

181 173

1,087 24

65

504

5,726 353

9,003 273

62

632

58

454

274

292

138

24

30

692

20

43

22

207

320

815

86

418

65

307

13

203

47

39

134

115

19

01,

291

490 68

251 6

626 19

178 124

1,063 21

53

370

5,794 253

8,990 198

448

21 347 7

575 580 334

63 1,042 66

350 95 33

8

93

178 420 75

270 67 18

0h

139 487

19 220

28 630

598 192

26 1,034

38 5,433

17 8,918

279

68

4

18

115

27

47

313

205

149
prawn

Coffee, raw not roasted

Abaca fibers

Tobacco
unrnanufactured

Natural rubber

Ramie fibers, raw or

processed

9 878

22 735

13 1,553

18 664

3 1,907

8

16

20

12

5

5

21

24

24

2

1,013 5

787 17

1,750 43

541 13

1,394 3

5

16

19

18

1

1,009

765

1,782

552

1,362

13

35

10

2

2 1,020

15 956

15 1,865

2

14

27

713 497

1 1,660

Seaweeds, dried

Rice

Others

FOREST PRODUCTS1/

Logs

Lumber

Plywood

Veneer
sheets/corestocks

35 1,411 50

O O O

26

95

4 20 0"

77 254 20

174 341 59

47 278 13

27

10

2

61

118

29

791 21

234 2

47

73

61 0P

327 20

369 44

286 8

20

O

2

41

89

21

796

0

60

311

376

272

16

36

52

0"

13

34

16 859 14

24 244 6

37

45

o O O

45 292 13

69 371 26

14 335 5

........-.......................... ........ .......... . . .............
.........................................................

1!

3 1 0 1Others
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1990 1991 1..........2
CommoditesVolume Price Valua Volume Prica Value Volume Puce Value Volume P~~~~~~~~~~~~~~~~~~~~~lc...V....e

MINERALPRODUCTS 723 610~.......... .......4.80
Copperconcetr..e 421 492 207 39 .439.......4......4 442 130.262 402 1.

Coppermetal110 2,558 281 98 2,266 222 72 2,278 165 80 2,220 177.................
.......242.372.9..83.... 6..137 56 49.337.3.6.11

Iron ore agglomerates 4,74117 81 4,776 16 78 3,754 17 62 2,7391645~~~~~~~~~~~~~~.........
..........e 17 ............7 17.2.61.14.

Nickel...... ... 2,718.-.2,78...-....6.
O thers..... 47...4 ......................... 2.
PETROLEUM~~~~~......... ..............11 12

MANUFACTROURES ,703 6,403 4670 4827

Nickel etlect.255 21,96426 22 72,293 1,65802,2 1796

PETROLEUM PRRODUCTS 17 ,776 77 1, 861 75 17 ,350 73 16 ,54

Chomiu ore 17 7 17 12 810913441 103 0 110 1

FuNiturel and xtures718 1772,1 13 13356

Textiles 261 304 230 211

Wood manufactures 1507 1861 1350 1954

Trocelsc foods and 207 453 177 157
henerages

Furanitrandsee 77tr8 173 132 173

Babyncarros,267 117 823 2112

granes&portienpt

articles of plaiting

materials

Misc. mftrd. articles, 133 146 110 121
n.e.s.

Others 335 439 339 336

SPECIAL TRANSACTIONS 19 17 il 22

RE-EXPORTS 95 82 61 72

TOTAL 8,186 8,840 6,506 7,149
- Less than one thousand metric ton

a/ Less than one million US$.
1/ Volume in '000 cubic meters, unit price in US$/cu.m.
2/ Volume in '000 ounces, unit price in US$/oz.
Source: National Statistics Office
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Table 8
Imports by Major Commodity Group, 1990-1992 (January-September)
(Volume in '000 Metric Tons; price in US$/MT; FOB Value in US$M)

...............

....................-

........................ .. .........
....... ...........

....
...................

......................

..............

......

CAPITAL GOODS

Power Generating & Specialised
Machines

Office and EDP Machines

Telecommunications Eqpt. &
Elect. Mach.

Land Transport Eqpt. excl.
Passenger Cars & Motorized
Cycle
Aircraft, Ships & Boats

Prof. Sci. & Cont. Inst.;
Photographic Eqpt. & Optical
Goods

RAW MATERIALS &
INTERMEDIATE GOODS

Unprocessed Raw Materials

Wheat

Corn

Unmilled cereals excl. rice & corn

Crude materials, inedible

Pulp & waste paper

Cotton

Syn. fibres

Metalliferous ores

Others

Tobacco, unmanufactured

Semi-Processed Raw Materials

Feeding stuffs for animals

Animal and vegetable oils & fats

Chemical

Chemical compounds

Medicinal & pharmaceutical chem.

Urea

Fertilizer excl. urea

Artificial resins

Others

Manufactured goods

3,122

1,282

126

972

295

305

142

5,808

862

1,531 144 220

344 144 50

1

532

48

51 1,481 76

45 1,855 83

162

163

59

4,946

736 236 174

25

1,367

439

148

625 116 73

530 116 61

332

314

1,794

2,952

1,047

151

1,186

186

238

144

5,851

1

841

,470 117 172

O O O

1

597

48

56 1,439 80

47 1,954 91

211

167

71

5,010

691 221 153

22

1,328

437

142

410 145 59

664 108 72

327

291

1,714

2,183

784

2,872

1,031

109

849

286

1,078

137 187

199

105

4,365

634

1,033 119 123

O O O

i

453

39

38 1,451 55

34 1,985 68

160

131

57

3,731

492 223 110

17

983

326

107

321 147 47

433 114 49

242

212

1,249

164

126

4,980

683

1,154 131 151

O O O

7

470

34

49 1,329 65

42 1,783 75
151

145

55

4,297
655 227 1491

26

1,105

353
124

441 140 62

356 136 48
277
241

1,571

- *
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Paper & paper products

Textiles yarn, fabrics & made-up
articles

Non-metellic mineral manufactures

Iron & steel

Non-ferrous metals

Metal products

Others

Embroideries

Mat/Acc. for the mftr. of elect.
eqpt.

Iron ore, not agglomerated

MINERAL FUELS &
LUBRICANT

239 583 139 197 636 125 138 653

547 539

114 63 44

1,542 371 572 1,474 382 564 1,037 386 4*,U

177 170 130

132 146 112

113 107 79

426 514 381

1,106 1,208 936

3,665 15 54 4,265

1,842

17 71 3,275

1,784

90 180 577 104

393 476

106

1,508 329 496

150

128

111

374

1,028

17 55

1,315

2,507 17 44

1,518

Coal, coke

Petroleum Crude1/

Other1/

CONSUMER GOODS

Durable

Passenger cars & motorized cycle

Home appliances

Misc. manufactures

Non-Durable

Food & live animals chiefly for
food

Dairy products

Fish & fish preparations

Rice

Fruits & vegetables

Others

Beverages & tobacco mftre.

Articles of apparel, access.

SPECIAL TRANSACTIONS

Articles temporarily imported &
exported

Others

TOTAL

959 37 36 1,332 49 65 969 44 43

78.17 20.24 1,583 76.79 18.22 1,400 57.02 17.94 1,023

11.09 20.13 223 15.77 20.25 319 12.45 19.99 249

1,061 990 695

392 478 339

215 256 184

25 34 20

152 188 135

669 512 356

628 460 320

165 1,537 253 154 1,370 211 108 1,422 153

136 353 48 151 412 62 96 426 41

593 197 117 0 0 0 0 0 0

50 37 21

160 150 105

28 33 23

13 19 13

373 474 363

150 198 141

223

12,206

276

12,051

709 33 23

66.24 17.83 1,182

16.49 19.02 313

858

434

239

33

162

424

383

122 1,453 177

103 396 41

O O O

30

135

25

16

355

141

222

8,921

214

10,583

1/ Volume in million barrels; unit price is US$/barrel

Source: National Statistics Office.

.....................--- "..''-`-':::::::: ................................... ."", ':':':':':':':.:':':':':':':.:.:':':':':':':':': .... .... '. .,., ...,.'. '.,
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Table 8
Imports by Major Commodity Group, 1990-1992 (January-September)
(Volume in '000 Metric Tons; price in USS/MT; FOB Value in US$M)

............ ...........
.. ......

..........

...........
..........

...... ........

...................
..........

TOTAL

United States

Japan

European Economic
Community

8,186 12,206 -4,020

3,095

1,6i6

1,448

2,366 729

2,232 -616

1,371 77

8,840 12,051 -3,211 6,506 9,821 -2,415 7,149 10,583 -3,434

3,144 2,426 718 2,305

1,763 2,347 -584 1,281

1,642 1,247 395 1,226

France

Fed. Rep. of Germany"

Netherlands

United Kingdom

Italy

Others

Middle East Countries

Iraq

Iran

Kuwait

Saudi Arabia

United Arab Emirates
(Incl. Abu Dhabi and Dubai)

Others 3/

ESCAP Countries 41

ASEAN

Indonesia

Malaysia

Singapore

Thailand

Brunei

OCther ESCAP Countries

Australia

Hong Kong

Rep. of Korea (South)

New Zealand

1,811

1,696

970

494

-415

256

2,767

1,282

1,335

1,862 905

2,245 -963

1,273 62

108

367

113

159

83

140

910

O

121

O

472

209

14

14

127

126

-25

o

-819

-121

1

-429

-174

144

390

357

350

61

146

129

o

2

6

64

44

13

1,276

585

61

127

240

156

691

96

330

230

9

2

151 -7

538 -148

170 187

248 102

88 -27

176 -30

!,470 -1,341

51 -51

124 -122

194 -188

546 -402

405 -361

150 -137

2,870 -1,594

1,188 -603

182 -121

272 -145

487 -247

137 19

110 -109

1,682 -991

369 -273

555 -225

478 -248

88 -79

76 -74

165

502

339

372

78

186

149

O

O

3

59

65

22

1,408

617

42

123

230

221

1

791

104

392

228

10

17

140 25

465 37

144 195

215 157

102 -24

181 S

1,240 -1,091

o o

187 -187

0 3

643 -584

265 -200

145 -123

2,966 -1,558

1,104 -487

162 -120

298 -175

455 -225

94 127

95 -94

1,862 -1,071

380 -276

596 -204

609 -381

69 -59

68 -51

122

381

240

285

58

140

91

0

43

35

12

1,067

490

32

92

166

199

1

577

74

287

171

8

Il

130

373

276

344

73

139

132

o

38

72

17

974

370

29

89

182

68

2

604

82

347

123

8

8

158 -28

530 -157

125 151

191 153

95 -22

174 -35

1,118 -986

o o

117 -117

56 -51

654 -616

1 71

290 -273

2.534 -1,560

1,013 -643

128 -99

293 -204

412 -230

104 -36

76 -74

1,521 -917

294 -212

510 -163

497 -374

67 -59

70 -62

108 -96

2,217 -1,150

839 -349

131 -99

223 -131

346 -180

71 128

68 -67

1,378 -801

276 -202

434 -147

459 -288

51 -43

48 -37



B0P/312 Balance- of- Payments-Restrictions.....Page ~~~~~~~~~~~~2.6......

a/ Less than one million US$

1/ With the formai reunification ofEast Germany with West Germany in 3 October 1990, data for 1991

2/ Comprising Belgium, Denmark, Ireland, Luxembourg, Spain, Portugal and Greece.

includes East Germany.

3/ Comrprising Aden, Bahrain, Egypt, Gaza Strip, Israel, Jordan, Lebanon, Oman, Qatar, Syrian Arab Republic, Yenmen and Democratie Yemen.

4/ Excluding regular and associate members which are included in other groups: Peoples Republic of China, France, Iran, Japan, Netherlands,
U.S.S.R., United Kingdom and United States.

5/ Comprising Afganistan, Bangladesh, Bhutan, Myamnar. Democratic Kampuchea, Laos, Mongolia, Nauru, Nepal, Pakistan, Socialist Republic

ofVietnam, Sri Lanka, Tonga, British Solomon Islands, Cook Islands, Fiji, Gilbert And Ellice Islands, Papua New Guinea and Trust Territory

ofthe Pacifie Islands.

6/ Comprising Albania, Bulgaria, Czechoslovakia, German Demorractic (East), Democratic Republic ofKorea (North), Poland, Yugoslavia and
Hungary.

Source: National Statistics Office.

Socialist Countries 83 246 -163 152 329~~~~~~... -17.11.29 ..1.18.89.18
Peopel's Rep.of China62 12 -10 18 22 -9 100 138 38 9 15 -5

U.S.S.R.15 26 -11 15 32 -17 9 22 -136 59 -53~~~~~~~~~~~~~~~~~~~~~~..........................
Romania 1 12 -11S 17~~~~~~~~~................ -12..9......1.-1

Others" S 46 -41.....-...4.40.-36.3.61..5
Other countries539 1,651 -1,112 582 1.496 -914 418 1,108 -690 551 1,262-711~~~....

Others 1724 116 -184 183 2140 -32 131 160 -29 178 195 -17
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Table 10
Non-merchandise trade, 1990 - January-September 1992
(US$ million)

... ... ..... ...........;>

Non-merchandisetrade, net 611 1,351 775 1,827

Earnings 4,842 5,624 3,946 5,366

Freight & merchandise insurance 170 166 110 118

Other transportation 83 82 48 96

Travel 466 571 428 671

Investment income 395 448 323 393

Profits, earnings & dividends 17 50 28 84

Interest income 378 398 295 309

Central bank 60 110 83 140

Commercial banks 318 288 212 169

Others O O O O

Government 347 341 217 170

KSF 79 56 5 o

Others 268 285 212 170

Non-merchandise insurance 7 14 10 12

Personal income 1,203 1,521 1,027 1,328

Withdrawals of 343/547 deposits 643 866 669 876

Commissions & fees 245 223 151 194

Construction activity 3 2 2 2

Operating expense 684 737 549 650

Other services 596 653 412 856

Payments 4,231 4,273 3,171 3,539

Freight & merchandise insurance 836 805 607 703

Other transportation 180 279 215 234

Travel 111 62 45 82

Investment expense 2,465 2,460 1.798 1,784

Profits, earnings & dividends 283 269 215 280

Reinvested hearings 28 34 27 34

Interest expense 2,154 2,157 1,556 1,470

Government 40 21 16 2

Non-merchandise insurance 23 24 17 36

Personal income 5 9 3 4

Commission & fees 135 157 124 90

Construction Activity 5 28 21 15
Other Services l 4I2Q 13N CRQD

p/t Preliminary
Source: Central Bank of thePhilippines
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Table 11
Transfers, 1990 January-September 1992
(US$ million)

5.....................................................................................
....................... ...... ........

."''.'.,''-'"'.'.....' .... .'.'.'. -.'...'.'.'.'.'.'.-.'

Transfers (net) 714 827 617 637

Inflow 717 828 618 645

Private transfers 360 474 358 346

Taxes & fees 0 0 0 O

Institutional remittances 35 40 27 52

Personal remittances 262 329 247 227;

Migrants transfers 1 0 0 0

Voluntary relief agencies 59 105 84 67

Debt conversions 2 0 0 O

Others 1 0 O O

Central government transfers 357 354 260 299

U.S. veterans administration 111 112 85 87

U.S. bilateral agreement 72 125 75 174

U.N. agencies 19 25 16 12

Other bilateral agreements 150 88 80 22

Others 5 4 4 4

Outflow 3 1 1 8

Private transfers 3 1 1 8

Institutional remittances 0 0 0 0

Persona' remittances 1 0 0 1

Personal effects 2 1 1 1

Other capital transfers 0 0 0 6

Central government transfers 0 O * 0

Philippine Contributing to International 0 O O 0
Organizations

Peso support of foreign assistance 0 0 0 0
programs

p/ Preliminary

Source: Central Bank of the Philippines



Table 12
Medium- & long-term loan infIows, 1990 - January-September 1992
(US$ million)

I. Pipeline 205 181 156 114

A. Multilateral 107 82 68 55

1. ADB 71 35 31 9

2. World Bank 31 47 37 27

3. Others 5 O O 19

B. Bilateral 68 99 88 59

1. US ° 40 40 O

2. Japan 59 41 31 38

3. Others 9 18 17 21

C. Banks& FIs 0 0 ° O

D. Others 30 0 O 0

II. New Money 2,207 1,615 1,125 1,400

A. Multilateral 880 604 386 578

1. ADB 310 242 192 203

2. World Bank 569 362 194 375

3. Others 1 0 ° °

B. Bilateral 705 863 607 784

1. US 21 42 15 26

2. Japan 511 643 449 638

3. Others 173 178 143 120

C. Banks& FIs 565 11C 11(1' 0

of which: Bonds 424 :04 104 0

D. Others 57 38 22 38

III. Rescheduled 1,683 1,613 1,008 1,161

A. Paris Club 610 807 501 7!2

Principal 419 502 359 459

Interest- 191 305 142 253

B. KBS 1,073 806 507 449

of which: Bonds 252 0 0 0

IV. Others 1/ 226 204 172 100

TOTAL 4,321 3,613 2,461 2,775

p/ Preliminary.
a/ Total disbursements amounted to $114 million, of which $4 million arc owed to local FCDUs.
1/ Represents financing of spare parts and leasing of aircraft by PAL.

Source: Central Bank of the Philippines.



Table 13
Foreign investments, 1990-January September 1992
(In million US dollars)

... .",.

Foreign investments, net 480 654 538 703

Inflow 706 798 640 1,052

Withdrawal of foreign investments abroad 4 15 15 14

New foreign investments in the Philippines 171 130 111 192

Reinvested earnings 28 34 27 34

Portfolio investments 152 227 178 359

Debt conversions 226 273 225 264

Technical fces converted into equity 22 50 31 31

Imports converted into investments 2 6 5 2

Bank inter-branch operations 101 63 48 156

Outflow 226 144 102 349

Capital for investment abroad 4 2 1 12

Capital withdrawn from the Philippines 204 102 74 250

Portfolio investments 0 15 10 61

Bank inter-branch operations 18 25 17 24

Others 0 0 0 2

p/ Preliminary.

Source: Central Bank of the Philippines.
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Table 14
International reserves of the Central Bank as of dates indicated
(In million US dollars)

.... .. ...... .. .. ..... ....
:. ..:

........ . . .e.......

January 1,720.60 982.00 5.1 516.40 217.1

February 1,621.30 994.90 1.7 453.80 170.9

March 1,751.00 1,012.30 1.7 566.60 170.4

April 1,614.20 1,030.60 1.7 424.00 157.9

May 2,024.90 1,055.20 0.4 761.90 207.4

June 1,973.60 1,077.10 1.7 724.10 170.7

July 1,981.50 1,098.30 1 740.20 142

August 2,127.20 1,104.00 3.3 825.60 194.3

September 2,051.80 1,103.00 3.3 802.10 143.4

October 1,939.40 1,096.40 3.4 679 160.6

November 1,860.21 1,110.11 1.1 594.9 154.1

December 1,993.10 1,124.30 1.1 445.00 422.7
.. ......

..........

January 1,748.50 1,046.90 0.6 453.60 247.4

February 2,328.10 1,056.30 0.3 1,048.40 223.1

March 2,321.70 1,077.20 0.3 1,023.60 220.6

April 2,907.00 1,098.40 20.3 1,510.10 278.2

May 3,236.90 1,126.40 2.5 1,888.20 219.8

June 3,510.20 1,145.60 2.4 2,090.10 272.1

July 3,294.30 1,168.70 1.8 1,892.80 231.00

August 3,405.90 1,195.00 2.6 2,015.90 192.40

September 3,586.10 1,213.90 2.6 2,189.50 180.10

October 3,809.00 1,237.70 2.6 2,370.90 197.80

November 4,143.90 1,258.00 4.3 2,659.70 211.90

December 4,470.30 1,280.00 4.4 2,944.20 241.70

January 4,727.10 1,187.00 4 3,314.50 221.6

February 4,984.40 1,088.80 4.3 3,693.90 197.4

March 5,424.10 1,095.00 5 4,105.50 218.6

April 4,815.20 ',102.40 5 3,455.70 252.1

May 4,016.30 997.80 10 2,781.80 226.7

June 4,137.00 1,011.50 10.1 2,893.30 222.1

July 4,180.67 1,023.27 3.5 2,901.85 252.1

August 4,015.49 1,030.63 1.9 2,782.81 200.2

September 4,697.44 953.11 1.9 3,630.29 112.19
Source: Central Bank of the Philippines.



..............
..........

................... ............... i
..........

... ............

Table 15
Outstanding foreign exchange Iiabilities as of dates indicated
(In million US dollars)

December 1990 ......................
........... ..............

............................

..................
........

.........................

............
.......... ..........

................

Commercial banks &
Central Bank

1. Commercial banks

Government

Private

Foreign banks

Domestic banks

2. Central Bank

Public & Private

1. Public

2. Private

Red clause advances

1. Public

2. Private

TOTAL

2,031 5,774 7,805 2,082 5,383

1,336

515

821

167

654

695

1,789

514

1,275

556

o

556

4,376

988

98

890

829

61

4,786

18,399

16,444

1,955

o

0

0

24,173

7,465 2.270 4,264 6,534

2,324 1,188 952 2,140 1,730 663 2,393

613 263 75 338 395 95 490

1,711 925 877 1,802 1,335 568 1,903

996 228 827 1,055 255 244 499

715 697 50 747 1,080 324 1,404

5,481 894 4,431 5,325 540 3,601 4,141

20,188 1,847 19,746 21,584 1,975 20,512 22,487

16,958 315 18,138 18,453 294 18,703 18,997

3,230 1,532 1,608 3,131 1,681 1,809 3,490

556 907 0 907 931 0 931

o o o o o 0 o

556 907 0 907 931 0 931

28,549 4,836 25,129 29,956 5,176 24,776 29,952

p/ Preliminary.

Source: Central Bank of the Philippines.
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Table 16
Exchange rate of the Peso against the US dolar', as of dates indicated

i e ~ f-~_ ioder~od Averago End-oi~.Per.

January

February

March

April

May

June

July

August

September

October

November

December
:.:,::..

January

February

March

April

May

June

July

August

September

October

November

December

,",.b ,.................................................................
January

February

March

April

May

June

July

August

September

22.4644

22.6244

22.7594

22.7609

22.9018

23.1026

23.5632

24.4474

25.3519

25.7500

28.0000

28.0000

28.0000

28.0000

28.0000

27.9261

27.8186

27.7955

27.6210

27.1995

26.9834

26.9946

26.7366

26.6683

26.5446

26.1580

25.8102

25.6672

26.1496

26.1205

25.2616

24.6691

24.7260

22.5430

22.7160

22.7500

22.8050

22.9770

23.2700

23.8600

25.0000

25.75û0
25.7500

28.0000

28.0000

28.0000

28.0000

28.0000

27.8420

27.8060

27.7500

27.7500

27.0000

27.0000

27.0000

26.7000

26.6500

26.5270

26.0450

25.3830

25.8040

26.2500

25.5840

24.9100

23.2940

25.1200

*/ Per BAP reference rate. Starting 4 August 1992, the reference rate refers to the weighted average rate under the
Philippine Dealing System (PDS).

Source: Reference exchange rate bulletin; Treasury Department, CBP.


