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REGULATORY-INSTITUTIONAL FRAMEWORK OF FINANCIAL
MARKETS IN THE PHILIPPINES

By: AURORA SANCHEZ, Ph.D.

I. INTRODUCTION

This paper is one part of the Stage I Study on YLGU Financing Behavior in
Advance of Revenues." The objectives of that Study are outlined in the Introduction,
Section | of Dr. Llanto Paper. That same Papcr outlines the methodology and data
approach used for the entire study. This paper concentrates on the "Regulatory-
Institutional Framework of Financial Markets in the Philippines."

The Philippines financial system, by mobilizing savings and channeling these to
investment, serves an important role in the process of development. It is the financial
system that facilitates the flow of money among the different sectors of society and by
promoting facilitating the money flow from surplus to deficit units makes investment
possible and an increase in production realizable.

This financial system has grown in size. In 1990 it registered total resources of
Pesos 658 million almost a two-fold increase from the Pesos 378 million registered in
1983. 1In 1990, it recorded 7,349 financial institutions, an increase by 1,707 from the
5,642 recorded in 1983.

The same financial system experienced a series of reforms over the 1976 to 1990
period. In 1976-77, financial reforms were introduced to reduce and stabilize money
market rates and to provide a base for the development of the long-term market. The
reforms included higher interest rates on deposits, interest rate ceilings on deposit
substitutes, increases in reserve requirements for deposit substitutes, minimum lot
requirement for money market operations, and imposition of a transaction tax of 35 per
cent on money market operations.

In 1980 the Philippine government undertook a second reform of the financial
system aimed at promoting greater efficiency and increasing access to longer term funds.
The reform consisted of floating the interest rate; restructuring the financial system; and
strengthening the effectiveness of Central Bank policy instruments.
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In July 1981, interest rate ceilings on all types of deposits and loans, except
short-term loans, were lifted; and in January 1983, those on short-term loans, too, were
removed.

The 1980 financial reform reduced the functional differences among the various
types of banks and among banks and non-banks performing quasi-banking activities
(NBQBs). Universal banking was introduced so that authorized banks could pertform not
only the standard commercial bank functions but also maintain major equity ownership
in firme, underwrite financing issues, and engage in extensive international transactions.
The functional distinction between commercial banks and investment houses was
abolished. Thrift banks, whether savings and mortgage banks, private development
banks or savings and loan association, were allowed to assume the full domestic banking
_ tunctions of commercial banks; this eliminated the functional distinction among thrift
banks.

Part of the reform was the increase in the minimum capital requiremeni of private
domestic banks and non-banks authorized to perform quasi banking activities. This
minimum capital requirement could be met, for financial institutions already in existence,
through internal capital build-up and/or merger and consolidation.

The 1980 reform widened the coverage of rural banks. The banking regulation
restricting rural bank lending to small farmers and agricultural merchants and
cooperatives was repealed. Rural banks were allowed to establish branches, form "chain
banking" organizations, or be subsumed undzr bank holding companies.

In 1981, the Central Bank phased out its Central Bank Certificates of Indebtedness
(CBCls). These were securities issued in the 1970s and utilized mainly to rechannel
funds from urban to rural areas.

To encourage long-term financing, the Central Bank opened the "medium- and
long-term rediscounting window", a facility allowing banks to rediscount papers
evidencing the extension of medium- and long-term loans for the acquisition of fixed
assets, working capital, investment in affiliates and other enterprises and in high grade
securities. The Central Bank also opened a "lender of last resort” facility which banks
and NBQBs encountering liquidity problems while engaging in term transformation can
have recourse to.

The 1983 economic crisis placed many financial institutions in financial distress.
Four thrift banks (Banco Filipino and Mortgage Savings Bank, Royal Savings Bank,
Daily Savings Bank and PAIC Savings and Mortgage Bank) and two commercial banks
(Philippine Veterans Bank and Pacific Banking Corporation) closed down. Rural banks
which relied heavily on Central Bank rediscounting experienced difficultics. The
financial reforms instituted from 1986 onwards have been intended to strengthen the
banking system through an effective system of bank supervision and to inject healthy
compeltition into the banking system.
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II. THE FINANCIAL SYSTEM

1. Financial Structure

The financial system comprises several markets. Chart | shows the different
components making up the financial system.

The financial market consists of two major segments -- the money market and the
capital market. The money market deals in short-term instruments, i.e. instruments with
maturities of less than a year, while capital markets deal in long-term credit in the form
of loans or bonds and stock issuance. The two markets are interrelated in two ways: 1)
through borrowers who resort to both markets to finance their fixed investment and their
working capital needs; and, 2) through funds supplier -- financial institutions operating

in the money market who have excess funds for investment in the capital market.

The money market has four sub-markets: 1) the interbank call loan market; 2) the
deposit substitute market; 3) the commercial paper market; and, 4) the government
securities market.

The capital market, on the other hand, has two sub-markets: 1) the non-securities
market which provides non-negotiable and long-term debt finance (such as loans,
mortgages, leases etc.); and, 2) the securities market which provides negotiable medium-
and long-term equity and debt funds.

Under the securities market are the debt capital market, which enables capital to
be raised through borrowing, and the equity capital market, which enables investment
funds to be raiscd through investor equity participation. Both the debt and equity capital
markets have primary and secondary markets. The former constitutes the facilities for
the initial sale of financial instruments -- the issuing houses and underwriters; and the
latter comprises the market for "already issued” and outstanding securities. The
secondary market consists of an organized sector or securitics exchange and an
unorganized sector or over-the-counter market where sccurities, not listed in the
exchanges are traded wover-the-counter”. An active secondary market is essential for the
issue of securities because in its absence or its inactivity, the amount of funds that can
be raised via the securities market will be limited by the amount of funds the primary
market is prepared to hold until maturity.



Page 4

2. Financial Institutions

Various institutions participate in the financial system. These institutions serve
" different markets and complement each other in attaining the process of intermediation.

Table I lists the financial institutions that make up the Philippine financial system.
Table 1.A shows the relative importance of the various institutional types in the overall
financial structure.

The system is a network of institutions authorized by law to engage in the
generation, circulation and control of money and credit. Thesec entities can be classified
broadly into two types: 1) the banking institutions composed of commercial banks, thrift
banks, rural banks, and the specialized banks; and 2) the non-bank financial institutions
which are classified further into non-bank financial intermediaries and non-bank thrift
institutions.  Under the former are investment houses, finance companies, insurance
companies, securities dealers/brokers, pawnshops, fund managers, lending investors,
private insurancz companies, and specialized non-banks; while under the latter are
non-stock savings and loan associations and mutual building and loan associations.

The banking institutions dominate the Philippine financial system. Over the
1982-1990 period, their share of total financial resources have averaged 89 per cent as
against 11 per cent for nonbank financial intermediaries and thrift institutions.

In pumber, banking and nonbank financial institutions are about equal. In 1990
-- there were 3638 banking offices and 3711 non-bank financial intermediaries and thrift
institutions in operation or (Table 2). In the yezars previous to 1989, the number of
banking offices exceeded that of non-bank financial institutions. But the more rapid
growth in the number of offices of non-bank financial institutions (9 per cent over
1981-90 vs. zero growth for banking offices over the same period) has led to shifts in
relative shares.

Of the banking institutions, commercial banks loom in importance; their share of
total banking assets have averaged 79.7 per cent over the 1982-1990 period.

Among the non-bank financial institutions, the government non-bank financial
institutions (e.g. GSIS, SSS) hold the dominant position in terms of assets, accounting
for an average of 31.9 per cent of total assets of non-financial institutions over the
1982-1990 period.

The financial institutions operate in both major markets of the financial system
as supplicr of funds and user of funds. Commercial banks, for example, are engaged in
the money market as purchasers of commercial papers and as issuers of promissory
notes. They are in the capital market as investors in stock issues and are themselves

issuers of stocks.
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Regulation

3.1.  Regulatory Agencies

Financial market operation is subject to regulation and supervision by the
following government regulatory and implementing agencies.

A. Cenlral.Bank

The Central Bank of the Philippines is a corporate body whose main
responsibility is to administer the country’s monetary, banking and credit system.
Its powers in the administration of the monetary and banking system is defined
by the Central Bank Act (RA 265 enacted in 1948 and thereatter amended).

The powers and functions o° the Central Bank are exercised by a
Monetary Board composed of seven members, four of whom are from
government (Central Bank Governor who is the chairman of the Board: Secretary
of Finance; Director General of the National Economic and Development
Auttority; Chairman of the Board of Investments) while three are from the
private sector.

The Monetary Board sets the policies and regulations governing the
operations cf financial institutions within the system. It has the authority to grant
banking charters; to regulate the foreign exchange operations of banks; to fix the
interest and rediscount rates to be charged by the Central Bank on its credit
operations; to prescribe and modify required reserves against peso and foreign
currency deposits; to fix the minimum and maximum interest rates on deposits,
deposit substitutes and other obligations; to prescribe minimum cash margins for
the opening of letters of credit; to set the maximum permissible maturities of the
loans and investments which banks may make and the kind and amount of
security to be required against the various types of credit operations of banks; to
place an upper limit on the amount of loans and investments which banks may
hold or on the rate of increase of such assets; to prescribe minimum ratios which
bank capital and surplus may bear to the voiume of bank assets or to specific
categories thereof; to regulate the operations and activities of non-bank financial
intermediaries; and to perform such other functions delegated to it by law.

B. Securities and Exchange Commission

The Securities and Exchange Commission (SEC), a quasi-judicial body
created in 1936, is the regulatory agency for all corporations and the securities
market. The SEC has absolute jurisdiction, supervision and control over all
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franchises and/or a license or permit Issued by the government to operate in the
Philippines. Tt Iicenses investment houses and regulates the operations of the
stock exchanges, securities dealers and finance companies. The SEC exercises
regulatory powers over cominercial paper issuance through the registration
process.

The SEC is a collegial body composed of a Chairman and four (4)
Associate Commissioners,

3.2, Regulations Governing Banking Institutions

The conduct of banking operations in the Philippines is governed by the
Central Bank Act (RA 265 as amended); the General Banking Act (RA 337 as
amended); the Rural Banks’ Act (RA 720 as amended); the Private Development
Banks’ Act (RA 4093 as amended); the Savings & Loan Association Act (RA
3779 as amended) and by Central Bank rules and regulations promulgated
pursuant to these legislations,

A. Minimum Capital Requirement

The Central Bank imposes different minimum capital requirements on
different bank categories, depending on the risks these banks face in performing
their authorized functions. The minimum capitalization requirements of the
different bank types are shown on Table 4. Universal banks which perform the
widest range of functions from among the various Categories of banks have the
highest minimum capitalization requirement,

B. Reserve Requirements

against their deposit liabilities (Sec. 100 Central Bank Act). The Central Bank Act
authorizes the Monetary Board to prescribe and modify the minimum reserve
ratios applicable to deposits (both peso and foreign currency denominated) and
deposit substitutes and to permit the maintenance of part of the required reserves
in the form of assets other than peso deposits with the Central Bank.
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The reserve requirement is one of the instruments available to the Central
Bank to influence money supply. A rise in the reserve requirement reduces credit
availability while its reduction expands the supply of credit in the economy.

There has been a tendency towards lower reserve requirements. Reserve
requirements were highest in 1983-85 during the economic crisis. The Central
Bank in this period pursued a contractionary policy. Between 1985 and 1986 the
reserve requirement was reduced from 23 per cent to 21 per cent. From thereon
it has been kept at this level.

The reserve requirement for various categories of banks and for various
types of deposit liabilities are shown in Table 5.

C. Ceilings on Equity Investment of Banks

Banks of whatever category are allowed to engage in equity investment
in allied undertakings (bank-related activities), but only universal banks are
allowed equity investment in non-allied activities. The stipulated ceilings on
equity investment in allied undertakings are: a) for zll banks except universal
banks, 15 per cent of bank net worth for single investment and 25 per cent for
total investment; and, b) for universal banks (for both allied and non-allied
undertakings), 15 per cent for single investment and 50 per cent for total
investment (Secs. 21 & 31 General Banking Act; Sec.11-A Rural Banking Act;
Sec.7 Private Development Banks® Act).

In 1990, the allowable areas of equity investments in non-allied
undertakings of universal banks has been expanded to include investments in
enterprises engaged in mining and quarrying, construction, wholesale trade and
community and social services. In allied financial undertakings, commercial and
universal banks have been allowed equity investments in companies engaged in
stock brokerage and securities dealership and brokerage.

D. Single Borrower Limit (SBL)

A limit is imposed on the amount of borrowings that any person,
company, corporation or firm can secure from banks. At any one time, bank
lending to a single borrower cannot exceed 15 per cent of the bank’s unimpaired
capital and surplus (Secs.23 & 32 General Banking Act).

In the wake of the series of bank failures following the 1983-84 economic
crisis, the Central Bank has required the inclusion of contingent liabilities in the
determination of the single borrower limit (CB Circular 1123). This is to preveni
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more bank failures and to protect banks, particularly government banks, that in
the past had overextended funds to favored groups.

E. Establishment of Banks and Bank Branches

With prior approval of the Monetary Board, commercial banks, thrift
banks and rural banks may open branches, agencies. or extension offices on a
nationwide basis (Sec.6-B General Banking Act).

In recent years the Monetary Board’s policy towards the opening of new
banks and bank branches has been more liberal. CB Circular No. 1200 dated
May 16, 1989, which contains the Monetary Board’s existing policy regarding the
licensing of new banks and the opening of new branches, allows the establishment
of new banks but subject to the qualifications (both qualitative and quantitative)
which the Central Bank shall determine.

The requirement to purchase special five-year government securities as a
condition to open new branches has been lifted. In rural areas classified under
categories IV and V, all restrictions on opening of new branches has been
removed. In urban areas, particularly metropolitan areas, the Central Bank
retains its discretionary policy on branching, but opening of a new bank branch
is allowed so long as the bank’s market share in the area creates no market
concentration problems.

F. Interest Rate Ceilings

The Central Bank Act authorizes the Monetary Board to fix the minimum
rates of interest which banks .i:ay pay on deposits and deposit substitutes; the
maximum rates of interest which other financial institutions may pay on deposit
substitutes; and the maximum interest rates which banks may charge for different
types of loans and for any other credit operations (Sec. 109 Central Bank Act).

Interest rates prior to the 1980 Financial Reform were fixed -- at low rates
before 1973 and at higher rates more reflective of market conditions after 1973.

With the 1980 Financial Reform came the deregulation of interest rates.
Ceilings on interest rates have been removed and market forces have been
allowed to determine interest rate levels. This policy has been kept to this date.
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G. Deposit Retention Scheme

To arrest the continuous drain of rural financial resources to the urban
areas, a deposit retention sciicme was devised. One CB Circular required bank
branches to invest 75 per cent of total deposit liabilities (net of required reserves)
in the service arca where the deposits were generated. This requirement has been
relaxed, and a new meisure (CB Circular 1183) has been adopted that retained
the 75 per cent retention requirement but expanded the coverage of the service
area, wherein the required loans are to be channelled, to three enlarged
groupings, namely, Luzon, Visayas and Mindanao. This expanded geographical
service area covbragc provides banks with greater flexibility to diversify loan
portfolios (Lamberte, 1990).

H. Agri-agra Credit Requirement

Banks are required under Presidential Decree 717 to set aside at least 25
percent of their loanable funds for agricultural and agrarian reform credit. To
this date, this agri-agra credit requirement is operable, but there is now a move
in the Senate to abolish the 25 percent agri-agra loan quota (Scnate Bill No.614
sponsored by Romulo).

I. Magna Carta for Small Euterprises (RA No.6977)

The Magna Carta for Small Enterprises, signed into law in January 1991,
sets up @ Small and Medium Enterprise Development Council to be the primary
policy making body responsible for promoting the development and growth of
small and medinm enterprises (SMEs); provides for the creation of a corporate
body, the Small Business Guarantee and Finance Corporation to provide effective
financing alternatives for SMEs, such as direct and indirect project lending,
venture capital and financial leasing; mandates all lending institutions to make
available to SMEs a fixed percentage of their total loan portfolio (5% in the first
year of the Act’s effectivity and 10% by the second to the fifth year). The
Magna Carta makes funds available for LGUs that are considering joint venture
projects with the private sector.

J. Limits on Loans to Directors, Officers, Stockhoiders, and Related
Interest (DOSRI)

The amount of loan a bank may extend to individual DOSRI is limited 1o
the amount of deposits he holds plus the book value of his shares in the bank.
These loans must be 70 percent secured, and unsecured credit accommodations
to each of the bank’s DOSRI cannot exceed 30 percent of his total credit



Page 10

accommodations. On the whole, total DOSRI loans are limited to 15 percent of
a bank’s loan portfolio or 100 percent of its capital accouuts, whichever is lower.

K. Ceilings on Shares of Voting Stock in a Bank

A ceiling is imposed on the shares of voting stock in a bank. The ceilings
as provided for in the General Banking Act (Sec.12-B) are shown on Table 6.

L. Net Worth to Risk Assets Ratio

A bank’s net worth or combined capital account cannot be less than an
amount equal to 10 percent of its risk assets (Secs. 22 & 30 General Banking
Act).

M. Treatment of Past Due Loans

Banks are allowed to write off bad loans up to P100,000. Writing-off of
loans and advances in excess of P100,000 requires prior approval of the
Monetary Board (Sec.84 General Banking Act).

As a response to the firancial crisis that placed several banks in financial
distress, the monetary authorities instituted a reform of the banking system to
strengthen it through an effective system of bank supervision and to inject into it
healthy competition.

Among the measures to improve the system of bank supervision have
been:

1. the imposition of a ceiling on the issuance of guarantees;

2, the inclusion in the loan documents of a waiver, on the part of the
depositor, of his right, under existing law, of confidentiality of his
deposits in case the same depositor obtained a loan secured by
hold-outs or assignments of deposit (this is to be able to closely
monitor DOSRI loans);

3. the requirement for all banks, whether private or government
owned or controlled, to be subject to an annual financial audit by
independent auditors (this is to make bank transactions more
transparent and to reduce bank anomalies);
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4, the requirement for all lending banks to keep 2 complete record of
all pertinent loan documents which shall be made available for
inspection and/or examination by the Central Bank (this is to
facilitate the job of supervising banks);

5. the prohibition of concurrent officerships between banks or
between a bank and a non-bank financial intermediary except when
there is prior approval from the Monetary Board (this is to reduce
conflict of interest and to strengthen bank management).

3.3. Regulations Governing Non-bank Financial Institutions

The legislation that govern the operation of non-bank financial institutions
are: (1) the Central Bank Act as amended which places non-bank financial
intermediaries performing quasi-banking functions under the control and
supervision of the Central Bank; (2) Investment Houses Law (PD No. 129, as
amended) which defines the activities investment houses may and may not engage
in; (3) the Financing Company Act (RA 5980 as amended) which regulates the
activities of financing companies and which empowers the SEC to enforce the
provisions of the Act; (4) Pawnshop Regulation Act (PD No.114) which
regulates the activities of pawnshops and lays down the minimum requirements
and standards under which pawnshops may be established and may do business;
(5) the Revised Securities Act which specifies the requirements for the registration
of securities and of brokers, dealers and salesmen and the rules governing the
trading of securities.

A, Financial Company Act

Under the Financing Company Act, financing companies (numbering about
186 in 1990) have exclusive povrer to engage in receivables financing and
financial leasing as primary business. The closure in the early 80’s of various
financing companies due to mismanagement or outright fraud led to revisions in
the rules implementing the Financing Company Act. These revisions included 1)
the imposition of single borrower’s limit and ceilings on loans to divectors,
officers, stockholders and related interests; 2) limiting selling of receivables of
financing companies to banks, investment houses and other financing companies.

B. Investment House Law

The Investment Houses Law empowers investment houses to engage in the
underwriting of securities of other corporations and in other fee-based activities
including, among others, financial advisory services, consultancy scrvices, trust
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business/activity, loan syndication, project finance, brokering, investment
management scrvices. To encourage existing and new investment houses to gear
their operations toward investment house functions, the Monetary Board in a
resolution dated 21 September 1990 approved a minimum fee-based income
requirement for investment houses. Investment houses are required to derive at
least 25 percent of their gross income from underwriting and other fee-based
activities.

ITI. THE SUB-MARKETS

1. The Money Market

The money market serves an important function of mobilizing short-term funds
which borrowers can access at a relatively short period of time. Also, the money market
provides players with a means to adjust liquidity positions and monetary authorities with
the mechanism to implement monetary policy. In this section, the money market is
assessed as a potential source of credit for LGUs and as an alternative investment outlet
which competes for investible funds that potentially LGUs can avail of.

The Philippine money market had its beginnings in the sixties with the
establishment in 1961 of the interbank call loan market. The money market grew rapidly
in its early years in response to the financial needs of the times. There was a growing
need for funds by industry, and the banking sector, because of the legal ceiling on
deposit rates, had difficulty mobilizing deposits. The money market, because it was
unregulated (there was no restriction on borrowing as well as lending rates) attracted a
large number of participants; even banks borrowed from the money market to finance
their regular lending operations. As a consequence of the high interest rates on money
market instruments, there occurred a shift of funds from the traditional deposit markets
to the money markets.

In the mid-1970s, new legislation (amendments to the Central Bank Act placing
all bank and non-bank financial intermediaries under the supervision of the Central Bank,
and amendment to the Securities Act placing commercial papers under the responsibility
of the SEC) and the rules and regulations that emanated from these amendments (rules
and regulations regarding the establishment and operation of investment houses; and
regulations regarding the standardization and physical delivery of short-term debt
instruments, minimum sizes and maturities, interest rate ceilings, and reserve
requirements) ushered in a more controlled environment for money market operations.
Despite this regulated environment, the money market, as in the early period, grew
rapidly in 1974 to 1980.
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The financial reforms of 1980 introduced major changes in the regulatory policy
framework governing the financial system. These changes, particularly the introduction
of the expanded commercial bank concept and the deregulation of interest rates,
influenced the developments in the money market. But more significant than the changes
in banking and interest rate laws in shaping the character of the money market was the
liquidity crisis of 1981 and the changes in legislation which this crisis spawned. As a
consequence of the changed regulatory environment, the money market experienced
structural shifts -- the commercial paper sub-market declined and the importance of
investment houses and finance companies as money market institutions fell.

1.1.  Money Market Instruments

The instruments traded in the money market are listed in Table 7. In
1989, interbank call loans (IBCL) and treasury bills accounted for close to 80
percent of money market transactions. Promissory notes had been a popular
instrument traded in the money market -- its share in total money market
transactions was 57 percent 1975; by 1989, this had fallen to 9 percent. In
contrast, the share of Treasury Bills was under | percent in 1975; in 1989, this
share had climbed to a high of 40 percent.

1.2, The Money Market Sub-markets

A. Interbank Call Loan (IBCL) Sub-market

The IBCL sub-market is the market for the borrowing and lending among
banks and quasi-banks of deposit balances to cover reserve deficiencies. The
IBCL market provides banks the means te adjust their reserve positions and offers
them the flexibility in the amount of excess reserves (o hold. Transactions in the
IBCL market is sensitive to Central Bank reserve requirements and also to the
existence of profitable opportunities to invest funds as some banks access the
market not only to manage their reserve positions but also as a semi-permanent
source of funds for regular operations (Licuanan, 1986).

The instrument traded in this sub-market is the interbank call loan which
is a loan on call or on demand but which may also be for specified periods of
time, typically less than a week.

IBCL market constitutes a major segment of the money market. In 1975
IBCL accounted for 7.3 percent of total money market transactions; this share has
risen to 40 percent in 1989 (see Table 7).
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Participation in the market is the exclusive preserve of banks and
quasi-banks. Commercial banks have been the largest group of borrowers as well
as lenders in this market. In 1988, commercial banks accounted for 93 percent
of total IBCL borrowing and 74 percent of IBCL lending (see Table 8). The
lending participation of rural/thrift banks in the IBCL market has been on the rise
as evidenced by the increase in their share of lending from 1.6 percent in 1983
to 9.1 percent in 1988. On the borrowing side, investment houses and financing
companies have increased their participation from zero in 1983 to 6.4 percent in
1988 (see Table 9).

B. Deposit Substitutes Sub-market

Deposit substitutes, as the name suggests, are close alternatives to bank
deposits. The deposit substitutes include 1) repurchase agreements; 2) certificates
of assignment; 3) certificates of participation; 4) promissory notes.

Repurchase agreements are existing instruments in the portfolio of
financial intermediaries that are sold in the money market with recourse.
Certificates of assignment are instruments the right to which are transferred from
the financial intermediary to the assignee who then, at some agreed future time,
has claim over credit or interest on the instrument. Certificates of participation
are instruments evidencing the share of the holder, to the extent of his
participation, on the interest payable at some future time. Promissory notes are
debt instruments issued by financial intermediaries (banks and quasi-banks) to
investors with the promise to pay on demand in the future.

The relative importance of deposit substitutes in total money market
transactions has declined over the years -- from 85.4 percent in 1975 its share
fell to 9.3 peicent in 1989 (see Table 7). The decline has been due to stricter CB
and SEC rules governing deposit substitutes implemented following the 1981
financial crisis; the shift in investment towards safer and higher yielding
government securities; and, the reserve requirement for promissory notes which
makes holding them costlier (Apostol, 1991).

Commercial banks used to be the single largest borrower in the deposit
substitutes market, but in recent years their dominant position has waned;
investment houses and financing companies have challenged the dominance
commercial banks have enjoyed for some time. In 1983 commercial banks’ share
in total transactions in deposit substitutes was 73 per cent; in 1988 the share
declined to 39.5 per cent (see Table 10). On the other hand, investment houses
and financial companies in 1983 registered shares of only 13.6 and9.9 per cent,
respectively; in 1988 these rose to 39 and 21.1 per cent, respectively.
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The more significant lenders in the deposit substitute market are
commercial banks, individuals, investment houses and other private corporations
in that order. Commercial banks have been the largest lender accounting for 33.7
per cent of investment in this sub-market in 1988 (see Table 11). Following
commercial banks are individuals whose share in total investment in deposit
substitutes have risen dramatically from 6.4 per cent in 1983 to 29.4 per cent in
1988.

C. Commercial Paper Sub-market

The commercial paper sub-market is the most regulated among the
sub-markets of the money market. The regulated environment arose following
the 1981 liquidity crisis.

The instruments traded in this market are commercial papers which are
short-term, unsecured, negotiable evidences of debt of non-financial corporations,
finance companies and similar institutions without quasi-banking licenses.

In 1983 commercial papers accounted for 4 per cent of total money market
transactions; in 1989 it accounted for only 2.3 per cent (see Table 7). The
decline has been attributed to the stricter rules on the borrowings of prime
companies in the short-term fund market and the competition otfered by more
attractive government issues. Commercial papers issued by financial institutions
have declined substantially relative to those issued by non-financial institutions --
from 62.3 per cent in 1983, the share of issues by financial institutions in total
commercial paper issues declined to a mere 0.7 per cent in 1988 (see Table 12).
On the other hand, that of issues by non-financial institutions rose from 37.7 per
cent in 1983 to 99.3 per cent in 1988.

Individuals and other corporations are the two largest investors in the
commercial paper market. Together they account for 85.2 per cent of total
investment in commercial papers in 1988 (see Table 13).

D. Governinent Securities Sub-market

Strictly speaking, the government securities market belong to both the
money market and the debt capital market -- the money; market because of the
short-term nature of Treasury bills which make up the bulk of government
securities, and the debt capital market because of government bond issues which
are longer in maturity. Here the convention of lumping all government securities
as money market instruments is followed.
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Of the sub-markets, the government securities market has registered the
most dramatic growth. From 1.4 per cent in 1975, the share of government
securities -- Central Bank Certificate of Indebtedness, Treasury Bills, DBP bonds
and other government securities -- in total money market transactions climbed to
48.6 per cent in 1989 (see Table 7). What brought about this spectacular growth
was, among others, the rationalization of the market for government securities --
terms and yields were made competitive and a dealer network for government
securities was set up. CBCls were phased out and in their place high-yielding
Treasury Bills were floated. Treasury Bills have become the primary instrument
in the government securities market; they constitute 82 per cent of the total
transactions in government securities in 1989.

The largest investors in government securities are other private
corporations, commercial banks and individuals. In 1988 the share of other
private corporations in total investment in government securities was 33.9 per
cent, up from only 8.8 per cent in 1983; that of commercial banks was 24.8 per
cent, up from 18.5 per cent in 1983; and finally, that of individuals was 10.9 per
cent, up from 8.4 per cent in 1983 (see Table 15).

1.3.  Maturity Structure

Table 16 shows the maturity profile of money market instruments
(exclusive of government securities) and their respective weighted average interest
rate. Instruments on demand comprise the bulk of the transactions (about 85%)
while instruments with 1-7 days maturity comprise 5.5 per cent of the total and
those with 91-730 days maturity constitute a minuscule proportion (0.4 %).

1.4, The Money Market and LGU Financing

The short-term nature of money market transactions make the money
market an unattractive source of financing LGU projects that usually are of long
gestation. The mismatch between the term structure of lending and that of the
nature of LGU projects suggests that the potential of the money market as a
source of credit to finance LGU projects is poor.

The significance of the money market to LGU credit financing lies more
in its being an alternative outlet for investment and as such competes with LGUs
for investible funds.

The government securities market has grown in size and its attractiveness
has drawn investible funds towards it and away from competing uses.
Commercial bank loans as a proportion of loans plus investment in securities (the
major uses of bank funds) have declined continuously beginning in 1981. From
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4) The easy access to bank loans, money market funds and "cheap" foreign
credit

Other sources of funds have been more readily available and have been
resorted to by companies in need of financing.

In addition to the limited supply of securities, demand for stocks has been
low for many reasons:

1. Investor confidence in the stock market is weak not only because
of volatile interest rate movements, widely fluctuating inflation
rates and unfavorable inflationary expectations but also because of
the perceived speculative nature of stock market transactions and
insider trading practices.

2, Investors have been disinclined toward long-term investment as
shorter term instruments, especially Treasury Bills, offer more
attractive investment alternatives.

3. Investor base is small due to poor information flow to small
investors and to limitations imposed by government on institutional
investors especially insurance companies.

These supply and demand factors contribute to make the Philippine equity
capital market underdeveloped.

2.1, Secondary Issues Market

The Philippine enuity capital market is basically a "secondary issues"
rather than a "primary issues" market. Trading is done mostly on outstanding
shares rather than on new issues. Since it is the new issues rather than the
outstanding issues that make funds directly available to investors, the equity
capital markets’s role in financial intermediation has been, on the whole, limited.

A. Manila and Makati Stock Exchanges

Stock trading takes place in the country’s two stock exchanges, the Manila
Stock Exchange with 45 member firms and the Makati Stock Exchange with 49
member firms. Combined transactions in these two exchanges in 1989 amounted
to P50.73 billion (5.3% of nominal GNP). In 1989 the stock market’s
capitalization amounted to P260.47 billion (27.3% of nominal GNP).
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Under a Presidential Decree issued in 1973, listing in one exchange means
automatic listing in the other. As of September 1990, 151 companies were listed
in the exchanges. This represents an increase from the 144 listed in December
1989.

Preferred and common stocks are traded in the exchanges; but of these
two, common stocks are the majority. Common stocks are of two classes, Class
A shares which only Filipino nationals can purchase and Class B shares which
Filipino and other nationals may own.

The Philippines has a two-tired trading system, a Big Board and a Small
Board. The Big Board lists the shares of larger industrial and utility companies
that pay dividends regularly while the Small Board lists more speculative issues
such as those engaged in mining and oil exploration. Listing requirements for the
latter are less stringent than for the former. The stock market players consist of
the investors, the issuers, the underwriters, the securities brokers and dealers.

Securities dealers are persons engaged in the business of buying and
selling securities for their own account while securities brokers are those engaged
in the business of effecting transactions in securities for the account of others.

The issuers are the corporations that raise capital through equity issues.
New issues are made by public subscription and by allotment to stockholders.
Since 1986 the new issucs market has expanded dramatically from Pesos 80.68
billion in 1986 to Pesos 641.63 billion in 1989. In the four years from 1986 and
1989, there has been a total of 47 new issues compared to 42 in the six years
from 1980 to 1985.

There are four groups of investors in the stock market -- the speculators,
foreig investors, general public and the institutional investors. A large
proportion of stock turnover is accounted for by individual investors; institutional
investors are few.

B. Role As Provider of Liquidity

The secondary market serves the purpcse of providing investors with
liquidity. Liquidity makes stock issues attractive investment options since
investors need not be "locked in" but can get out of the investment when the need
arises.

Liquidity refers to the ease with which an asset can be converted into cash
without any capital loss on the market value. Essential aspects of liquidity are
marketability and price stability.  Marketability is influenced by market
continuity, and price stability by market depth and speculation. Market continuity
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allows a stock issue to be traded at any time that the exchange is open; while
market depth enables large buy and sell orders to be absorbed with little or no
change in stock prices.

A study (Alegre, 1987) has assessed the continuity of the market using as
indicator the ratio of the number of days in which an issue is not traded to the
total number of trading days in a year. Taking three to four days in a trading
week as representing a reasonable degree of market continuity, the study arrived
at market continuity indicators for leading issues traded in the exchanges in 1985
and 1986 that show poor trading continuity for most stocks. Twenty-one out of
the thirty-three sclected issues traded in 1986 and twenty-six out of the thirty in
1985 have ratios exceeding 20 per cent. When trading continuity is poor, it is
relatively difficult to locate buyers and sellers when the need to unload arises.
This raises the cost to investors of holding stocks in their portfolio.

The study also examined market depth. Using the ratio of issues traded
to issues outstanding as index of market depth, the study found that only about
6-14 per cent of the listed stocks are traded on a daily average basis. The lack
of depth of the stock market can be traced to the limited supply of high grade
securities and in part, to the high concentration of shareholdings -- block

holdings, those owned by families in particular, are traded infrequently. The lack
of market depth makes the market vulnerable to abrupt price changes.

Where speculation is 2 major stimulus to trading activity the market cannot
effectively function as a liquidity mechanism, Speculative interest is indicated by
highly volatile stock prices. The same study found price volatility indices (given
by the ratio of high to low stock prices) indicating highly variable stock prices.

Judging from the results of the study, the stock market has not measured
up to its role as provider of liquidity,

2.2.  The Equity Market and LGU Financing

The new Local Government Code confers on LGUs the status of a
corporation. As a corporation the LGU assumes corporate powers -- it can sue
and be sued; it can acquire or convey real or personal property; it can enter into
contracts; and it can exercise other powers granted to corporations. However,
unlike other corporations, LGUs, because they are political entities primarily, are
precluded from offering equity shares to the public -- the public cannot own
LGUs in the same way that they own corporations.

Insofar as LGUs issue bonds and list these in the exchanges, the stock
market becomes relevant to it. In this respect, the function of the exchanges of
providing investors with liquidity assumes importance. But as the above findings
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suggest, the stock market's performance in its role as provider of liquidity has
been wanting. Reform of stock market operations with the view of improving
investor liquidity would be a welcome development to stock market players in
general and to LGUs wishing to participate in the market as bond issuers, in
particular.

2.3. The Bond Market

The Philippine bond market is small and is heavily dominated by
government securities; private bond issues have been few and far between. The
bond market as it relates to LGU credit financing is the subject of Dr. Saldafa
paper on "LGU Financing through the Securities Markets" and Dr. John Earle
Petersen’s paper on "Pre Conditions for an Active Municipal Bond Markets in the
Philippines” which form a part of this overall study.

IV. THE NON-SECURITIES MARKET

The non-securities segment of the capital market provides non-negotiable medium
and long-term debt finance to public and private sector firms through financial
institutions. The banking sector dominates this segment of the capital market.

1. The Banking System

There are five types of banks in the system: (1) universal banks or banks with
expanded commercial banking functions; (2) ordinary commercial banks; (3) thrift banks
(i.e. private development banks, savings and mortgage banks, and stock savings and loan
associations); (4) rural banks; and (5) specialized government banks. Following the 1980
financial reform, the functional distinction among these various types of banks has been
reduced. Table 19 summarizes the authorized functions and activities of the various
types of banks, except specialized government banks.

The specialized government banks are Development Bank of the Philippines
(DBP), Land Bank of the Philippines (LBP) and Al-Amanah Islamic Investment Bank
(the Philippine National Bank, a government bank, is a universal bank and is classified
as such). These specialized government banks are tasked witl special functions -- the
DBP to provide medium and long term credit facilities for agriculture, industry, export
development, and the government sector; the Land Bank of the Philippines, to provide
timely and adequate financial support to the government’s agrarian reform program; and
the Al-Amanah Investment Bank, to promote and accelerate the socio-economic
development of the Autonomous Region by performing banking, financing and

investment operations.
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. Of the various types of banks, commercial banks hold the dominant position; in

1990 they accounted for 91 per cent of total bank resources (see Table 1.a). The
specialized government banks come in a poor second with a share of 0.7 per cent in total
bank resources in 1990.

Commercial banks dominate not only in terms of assets but also in terms of
number. Of the total number of banking institutions in 1990, commercial banks account
for 49 per cent. Specialized government banks have the least number of offices (127 as
against 1791 commercial bank offices, 1045 rural bank offices, and 653 thrift bank
offices).

In terms of regional presence, commercial and rural banks are dominant. In most
regions, they account for the largest share in the number of banking offices (see Table

Following the economic crisis of 1983-84, resources of the banking system
declined as a result of 1) the series of bank failures; 2) the absorption of weaker and
smaller banks by bigger financial institutions; and, 3) the transfer of non-performing
assets of PNB and DBP to the National Governmen' as part of the latter’s rehabilitation
program. Since 1986 total resources of the banking system have been on the rise.

I.1.  Bank Sources of Funds

Deposits, borrowings, other liabilities, and capital & retained earnings are
the bank’s major sources of funds. Of these, deposits constitute the principal
source. This is irue of commercial, thrift and rural banks whose deposit
liabilities comprise 63, 72 and 52 per cent, respectively, of total bank sources of
funds (see Table 20). The same cannot be said of specialized government banks;
capital accounts constitute the bulk of its sources of funds.

Deposit liabilities of the banking system are generally classified into three
types: 1) demand deposits; 2) savings devosits; and, 3) time deposits. Table 21
presents the volume of deposits according to deposit type for the various
categories of banks. For all bank categories except specialized government
banks, savings deposits comprise the bulk of total deposit liabilities of banks.
Over 50 per cent of the total deposit liabilities of commercial banks, thrift banks,
and rural banks as of end 1989 is made up of savings deposits (see Table 21.a).
In the case of specialized government banks, time deposits rather than savings
deposits make up the majority of their deposit liabilities.

Commercial banks capture the biggest slice of total deposit liabilities of
the banking system. Deposits mobilized by commercial banks account for 88 per
cent of total deposit liabilities of the entire banking system in 1989,
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Capital accounts constitute another major source of funds for banks.
Capital accounts is the most important source of funds for specialized government
banks and non-bank financial institutions -- capital account comprises 33 and 43
per cent, respectively, of their total resources (see Table 20).

Another major source of funds is borrowings. The level of borrowings
of rural banks and non-bank financial institutions is highest (see Table 20). Rural
banks in the face of low levels of deposits have resorted to borrowings to sustain
their lending activities. Banks borrow from the Central Bank, interbank call loan
market, deposit substitutes market and others. '

1.2.  Uses of Funds

The uses of funds in the banking system are 1) loans; 2) investments; 3)
cash; and 4) others. For all categories of banks, loans and investment comprise
the majority of fund uses -- over 60 per cent of the funds available to banks is
directed towards loans and investment (see Table 22). Of the two, loans account
for the greater share. Loans as a proportion of total uses of funds is highest for
rural banks (69%) and next highest for thrift banks (62%) (see Table 22).

For commercial hanks, loans constitute 48 per cent of their portfolio.
These loans are largely of demand and short-term maturities -- 75 per cent of
total commercial bank loans in 1989 are demand and short-term:; only 6 per cent
are long-term loans (see Table 23),

Prior to 1982, the bulk of commercial bank loans carried yearly interest
rates of 14 per cent and below. With the interest rate deregulation following the
1980 financial reform, interest rates on commercial bank loans have shifted
towards the high side. Between 1978 and 1982, loans with interest rates of 14 per
cent and below have comprised 78 per cent of the total; this proportion has
dropped to 45 per cent in the 1986-1989 period. That of loans bearing interest
rates above 14 per cent have risen from 22 per cent in 1978-82 to 55 per cent in
1986-89 (refer to Table 24).

The loan portfolio of rural banks is made up largely of agricultural loans
-- in the 1979-89 period, agricultural loans have accounted for more than 60 per
cent of rural bank loan portfolios (see Table 25). But the share of agricultural
loans in rural banks’ loan portfolio has declined throughout the 1979-89 period
from 90 per cent in 1979 to 69 per cent in 1989; in contrast, that of commercial
and industrial loans has risen gradually from only 8 per cent in 1979 to 16 per

cent in 1989.

Loans of thrift banks are all private sector loans; thrift banks have not lent
to the national government nor to any local and semi- government entities.
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Similarly, loans of specialized government banks are largely private.
SGBs though hold government loans in their portfolios. However, loans to the
national government have been insignificant and loans to local governments and

semi-government entities have constituted a small and declining proportion (refer
to Table 26).

Investments constitute the second major use of bank funds, and placements
in government securities are the most common form of investments that banks
have made. In the case of commercial banks, holdings of national government
issues account for 82 per cent of total investment in securities in 1989; in the case
of thrift and specialized government banks, they constitute 80 and 83 per cent,
respectively (sec Table 27.a).

For banks in general, loans and investment have been competing uses for
bank funds. Loans as a proportion of loans plus investment has declined from an
average of 82.8 per cent in 1981-85 to 77.6 per cent in 1986-90. The decline is
attributable to the decline registered in the loan to loan plus investment ratios of
commercial banks and SGBs. For these banks, the proportions have declined
from 84.8 to 78.2 per cent, in the case of commercial banks and from 72.6 to
59.4 per cent, in the case of SGBs. For rural and thrift banks, the proportions
have remained stable in the period under consideration.

1.3. Bank Performance

Banks perform the important function of intermediating between those with
excess funds (the savers) and those in need of funds (the investor). Banks, thus,
may be assessed in terms of how well they have mobilized deposits and how
active they have been in their lending operations. In such an assessment, the
following indicators are helpful 1) ratio of deposits to the number of banking
offices; 2) loans to deposit ratio; 3) bank density ratio i.e. the number of banking
offices per municipality/city.

The ratio of deposits to the number of banking offices tells of how well
banks have been able to mobilize deposits -- the higher is the ratio the better is
the deposit mobilization performance. The banking system has improved in its
deposit mobilization performance. Deposits per banking office has leaped from
an average of 248 in 1981-85 to 550 in 1986-90 (refer to Table 29).

The loans to deposit ratio indicates the extent to which banks have been
aggressive in carrying out lending activities. The loans to deposit ratio has
averaged 14.55 in the 1981-85 period and has declined to 7.34 in 1986-90 (refer
to Table 30). Judging by these figures, banks have become less active in lending.
This trend is reflected in all the country’s’ regions. One reason for this has been
the general slowdown in economic activity.
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Bank accessibility facilitates deposit mobilization and lending activitices,
and the bank density ratio indicates public access to banking services. There has
been a decline in the bank density ratio from an average of 31.68 between 1980
to 1985 to 28.1 between 1986 to 1990 (see Table 31). The decline in the bank
density ratio accompanied by the rise in deposits per banking office suggests that
banks have become more efficient in mobilizing deposits.

There is a high concentration of banking offices in the national capital
region. In the regions with low levels of income the number of banking offices
has been least (refer to Table 31). The small number of banking offices in these
areas suggest a lack of competition and the limited choices open to potential
borrowers such as LGUs.

2. Non-securities Market and LGU Financing

Banks have been the traditional source of investment funds. Investors, generally,
have shied away from the stock market in sourcing their capital needs. Although the
money market has offzred an alternative source of financing, still its operation is no
match to banks’ lending activities.

LGUs have not taken exception, and have borrowed from banks to meet their
financing needs. However, the biggest players in the market, the commercial banks,
have had an arms length relationship with LGUs -- credit to LGUs in their loan portfolio
has been glaringly insignificant (refer to Table 40). LGUs have coursed their borrowings
mainly through GFIs whose lending policies have been more sympathetic to LGU needs.

The banking system has improved in its deposit mobilization performance.
However, its lending activities show signs of slackening. On the other hand, 1its
investment activities, particularly investment in treasury bills, appear to be increasing.
This trend, if it continues, suggests that the flow of credit to LGUs (that already is far
less robust than the flow to other more attractive investment channels) may in the future
become weaker still.

Commercial banks and rural banks are the banking institutions that have the
widest reach; they are present in most of ihe country’s municipalities and cities (see
Table 3). However, LGU dealings with commercial and rural banks despitg their greater
accessibility have been minimal. How to redirect the flow of bank funds to LGUs so that
their financing needs may adequately be met deserves attention.
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VY. THE SIZE OF PUBLIC SECTOR TRANSACTIONS
IN THIE FINANCIAL MARKETS

Borrowing from both domestic and international sources has been the
government’s panacea for addressing the country’s fiscal deficit. For the last two
decades (1970-1990), public debts grew by an average of 20 per cent per year. Domestic
borrowings was the most important source of financing the deficit accounting for an
average of 88.38 per cent of outstanding public debts for the 20 year period, 1970-1990
(see Table 32). Public debts is contracted at three government levels namely: national,
local and government-owned corporations (GOCCs). The national government and
GOCCs, however, are the major foreign debtors while local governments have obtained
their borrowings mainly from domestic sources.

The bulk of total public internal debt is accounted for by the national government
and GOCCs, registering an average annual share of 99.4 per cent valued at P76.9 billion
(see Table 33). LGUs, on the other hand, have an almost negligible share of the total
internal borrowings with cnly about P190 million annual debt or an average annuai share
of 0.6 per cent. Further, the magnitude of LGU borrowings is on a downward trend as
compared to both the national government and GOCCs which displayed yearly increases
in the amount borrowed.

A large portion of the public internal debt is of short-term maturity (41.5%).
However, medium and long-term loans combined make up a larger share of the pie (see
Table 34). This observation, however, does not hold under all levels of government.
The bulk (73.8%) of national government loans are early maturing (see Table 36). Only
about 26.2 per cent are term loans. The upsurge in the short-term liabilities of the
national government is very much evident starting 1987 when the proportion of
short-term loans jumped to 50 pur cent from an average of 20 per cent in the years 1970
to 1986. GOCC's borrowings followed a similar trend as with national government
loans. During the period 1970 until mic-1980s, GOCC’s debts were mainly medium and
long-term obligations in contrast to the latter part of the 1980 decade, when debts were
largely short-term. Some implications are apparent from this trend, one is that loans
made at the latter part of 1980 were used to temporarily fill in the ballooning
government’s fiscal deficit and not really for productive endeavors. The resultant effect
is that government has had to create new money to finance these loans, consequently,
contributing to inflation. Loans of LGUs, in contrast, are largely long-term obligations.
This is not surprising considering the nature of projects financed from LGU loans such
as waterworks, public markets and road construction, among others.

What was the cost of these public sector loans? Table 35 reveals that a large
portion of the loans are interest bearing with rates of 7 to over 13 per cent. These loans
account for an average of 61.5 per cent of the total loans made from 1970 to 1990.
About an average of 4 per cent of the loans are non-interest bearing but the proportion
of these loans is noted to have become insignificant in the latter part of the 1980 decadc.
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Only the national government was able to avail of zero interest loans (sce Table 38).
Loans of local governments and GOCCs are all with interest generally bearing a rate of
14 per cent or greater,

In terms of the type of instruments used by the governments, it is noted that
bonds, bills and notes are the types of instrument commonly used by the national
government and GOCCs (see Table 37). This is in contrast to the LGUs whose
indebtedness are mainly in the form of provisional advances or direct loans either from
the national government or GOCCs.

A closer look at LGU loans show that DBP and LBP have extended the bulk of
such loans averaging 82.4 per cent of the total LGU accounts (see Table 39). GSIS
ranks third surpassing even PNB whose average share in total LGU loans is only 6.2 per
cent. LBP and PNB, however, started granting Icans to LGUs only in 1983 as compared
to DBP and GSIS which have extended loans to LGUs as carly as the 1950s. It is further
observed that the proportion of LGU loans to GFIs total net loanable funds have been on
a decline (see Table 40). On the average, loans of LGUs represent only less than one
per cent of the total net loanable funds of DBP, LBP and PNB. Specifically, LBP among
the GFIs has had the largest LGU account in its loan portfolio. This is followed by DBP
recording an average share of 1.14 per cent. PNB has a very minimal share of only
about 0.1 per cent. All GFIs, however, exhibited a decreasing share of LGU accounts
in their loan portfolio starting 1982.

VI. RESULTS OF SURVEY

1. Survey of Local Banking Institutions

To obtain information regarding bank attitude and perception towards lending to
LGUs, a survey of 84 banks located nationwide was conducted in September to October
1991. Of the 84 sample banks, 38 were local branches/offices of government financial
institutions and 46 were local private banks specifically rural banks (RBs) and private
development banks (PDBs). Twelve of the sample banks had lent to LGUs while the rest
had no LGU lending experience. The regional distribution of the sample banks as well
as their distribution according to type and according to experience with lending to LGUs
are shown on Table 41.

As of the survey period, six (6) of the 12 banks that had lent to LGUs had
financed one LGU project each; one (1) completed financing five (5) projects; and five
.(5) financed 2 to 3 projects each. These projects included construction of a new public
market, expansion/improvements of existing public markets (i.e. construction of
additional market stalls), and purchase of heavy equipment. Financing for most of these
projects were contracted during the 1980-1991 period.
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Among the GFls, DBP was the most active in lending to LGUs.

The total amount of loans grainted by sample GFIs varied from Pl million to
P65.2 million. The smallest amount granted one LGU project was PO. |3 million while
the biggest was PS5 million. On an average basis, the sample GFIs granted P12.022
million per LGU project.  The sample GFIg charged non-prime rates on LGU project
loans at an average rate of 16.46 per cent per annum (Non-prime rates are charged
borrowers who are not considered priority bank clients. These are borrowers who
normally have inadequate credit background and weak collaterals to secure the loan).
One GFI, however, considered an LGU loan as prime on the basis of its developmental
and economic impact on the community. This particular loan was charged a prime rate
of 17.5 per cent.

Most of the loans contracted had maturities of more than five (5) years.

Among the banks without lending experience, fifteen (15) had been approached
by local government officials for possible financing of local projects. These LGU loan
applications were disapproved or did not pull through due to the following reasons: 1)
change in LGU administration; 2) lack of previous bank and LGU dealings; 3) inability
on the part of the LGU to meet the bank’s collateral requirements; 4) other banks had
offered better financing terms; 5) project was not viable; 6) loan amount applied for was
too large; 7) lack of prior information about the LGU; 8) lack of legal support (in terms
of foreclosure ofn:;scts/colla[erals); 9) incomplete documentation: 10) political instability
of the incumbent 1.GU administration; 11)technical problem with regards the property
offered to secure the loan; and, 12) lack of LGU capability to prepare project proposals.
Most of these loans applied for were to finance the construction of a public market and
improvement of the municipal waterworks system,

I.1.  Types of LGU Projects Financed/Targeted by Banks

The sample banks were asked the type of LGU projects that they targeted
or would target for financing. Five (5) of the twelve (12) banks with actual
lending experience had targeted to finance the construction/expansion of public
markets and waterworks projects (see Table 42), Banks without LGU lending
experience exhibited a similar pattern of project targeting. Forty-six (46) out of
the 71 respondent banks without LGU lending experience would prefer to finance
public market and waterworks projects.  As it appears, financial institutions
whether government or private prefer to finance self-liquidating projects. This
preference is explained by the fact that loan amortization collection is relatively
easy for projects that generate revenues, and, as perceived by .bankers,
income-generating projects have the least probability of default and delinquency

in loan repayments.
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There were banks that resorted 10 LGU targeting solely on the basis of
income class criterion. Four of the banks that lent to LGUs emphasized this.

1.2. Bank Criteria for Extending Loans to LGUs

All twelve (12) banks that lent to LLGUs gave primary consideration to
project viability and LGU paying capacity above any other criteria in deciding to
grant loans to LGUs (sce Table 43). Banks without LGU lending experience
would apply the same set of criteria in screening LGU loan applications, namely:
1) project viability; and 2) paying capacity.

1.3, Bank Lending Policies/Services to LGUs

Majority of the sample banks require collateral to secure a LGU loan.
Among the banks that granted loans to LGUs, only one did not require a
collateral. Real estate was the collateral most acceptable to these banks: this was
indicated by 86 per cent of total respondents (see Table 44). The project site (of
the public market) was normally used as collateral although other land estates,
except agricultural lands, were accepted as collateral for loans. Bank preference
for agricultural lands as loan collateral declined recently due to the Department
of Agrarian Reform’s on-going land distribution activities.

In the case of banks without LGU lending cxpericice, 69 out of the 72
without LGU lending experience said collaterals definitely would be required for
future financing of LGU projects. The acceptable collaterals mentioned were real
estate, National Government guarantee, chattel, hold-out deposits an internal
revenue allotment (sce Table 44). Of these, real estate was the most preferred
form of collateral of banks, whether GFI or private institutions.

DBP local branches/offices were typically the financial institutions that
were not collateral-oriented. Banks that gave little emphasis on collateral
requirements mentioned the following measures that they would adopt to ensure
loan recovery: 1) sending of bank staff (e.g. bank auditor, credit investigator,
etc.) to oversee project operation and to examine the books of LGUs; 2) regular
visit to the project site to monitor the progress of the project; 3) more frequent
scheduling of loan amortization: 4) sending of memorandum of agreement
reminding borrowing LGUs of their loan obligations with the bank.

As to loan ceilings, 6 of the 11 banks with LGU lending experience fixed
the amount of LGU loan granted to a certain percentage of the appraised value
of the collateral. On the average, these banks granted loans in the amount
equivalent to 67 per cent of the appraised collateral value,
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On the question of whether they would impose a ceiling on the amount of
loans they would grant LGUs, most local branches of GFIs were non-committal.
This is because all LGU loan applications lodeed with local GFI branches/offices
are approved by the head offices, and it is the Board of Directors of GFIs that
decide on the amount of loans to be granted LGUSs.

As for Lunks without LGU experience, 45 out of 72 will set a ceiling on
the amount to lend for LGU projects. This is true, particularly of rural and
private development banks whose lending to a single borrower cannot exceed
fifteen (15) per cent of the bank’s unimpaired capital. As for GFI local branches
and offices without LGU lending experience, they are likely to follow the
decision of the Board of Directors with respect to the loan amount that can be
granted to LGUs.

Concerning the interest rate on LGU loans, the private banks in the sample
charged an average interest rate of 26.1 per cent per year; GFI local branches
charged 24.9 per cent per year. Thirty-eight (38) of the banks with no LGU
lending experience said they will charge LGU loans the same interest rate as that
on regular/ordinary loans. Of the banks that said thcy will impose a different
interest rate on LGU loans, 35 will charge an interest rate lower, on the average,
by 4.76 per cent, while 2, an interest rate higher by 4 percentage points, on the
average.

Sample banks, both those with (10 out of 11) and without LGU lending
experience (65 out of 72), pointed out that the same loan evaluation steps and
procedures followed in the processing of regular/ordinary loans will be adhered
to when processing LGU loan applications. Banks that, in future, may have a
separate lending window for LGUs said they will likely adopt the same policies
for special lending programs i.e. longer processing period and more rigid
documentation requirements.

All 12 banks with LGU lending experience applied the same monitoring
system on LGU loans as on regular/ordinary loans. These banks conducted ocular
inspections of the project and prepared appraisal reports of the project’s progress.
Seventy (70) of the 72 respondent banks without lending experience stated that
the monitoring system applied to regular/ordinary loans will likely be used in
monitoring the progress of LGU projects that may be financed in the future.

Six (6) out of 11 banks which granted LGU loans provided post-release
support/extension services to LGUs. Most of these services were in the form of
technical and financial management services and included payroll servicing,
auditing services, budget preparation, and even determination of rental fees for
market stalls. To some extent, lending banks helped in the identification of
project contractors.
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Some LGUs, even before contracting a loan, had sought the consultancy
services of local banks in the preparation of project proposals and the verification
of project viability. In effect, this facilitated the contracting of loans with these
financial institutions.

Of the banks without LGU lending experience, 49 out of 72 were willing
to provide LGUs with extension services even after the loan’s release. The
services mentioned were in the form of financial management and help in the
procurement of construction materials.

1.4, Conditions and Measures for Loan Defaults

Six of the 12 LGU lending banks reported cases of loan defaults. Among
the reasons cited for thz default were: (1) low LGU revenue collection: (2) poor
performance in colleciing from project users; (3) negligence and mismanagement
(e.g., failure to include loan amortization in the preparation of the LGU budget,
diversion of loan proceeds for political reasons, etc.); (4) change in LGU
officials/administration; and, (5) fortuitous events (e.g., public market was razed
by fire). To recover the loan and/or to clean the bank's books the respondents
mentioned the following as the measures they adopted or likely to adopt: (1)
laying claim on the LGUs internal revenue allotment; (2) loan restructuring; (3)
debt relief; and (4) collection of insurance payments. The banks suggested
requiring borrowing LGUs to course through the lending banks all transactions
involving fund transfers and remittances to and from the National Government
and other government agencies to enable lending banks to monitor all cash
inflows and outflows of LGUs thus, ensuring against loan default,

On the issue of debt-relief, the reactions were varied. For banks with
experience in LGU loan defaulting, such efforts of the National Government was
a welcome relief -- it would increase confidence in lending to LGUs. A greater
proportion of banks without LGU lending experience considered this move as
having no effect on bank operations, although a number pointed out that debt
relief would increase their confidence in lending to LGUs (see Table 45),

1.5.  Bank Attitudes Towards LGU Financing

The reaction of local banks, whether private or government, towards
financing of LGU projects in the future was overwhelmingly favorable, this
despite the problems encountered by banks in lending to LGUs and the
apprehensions, on the part of banks without LGU lending experience, concerning
LGU project viability. Almost all sample banks -- 67 out of the 72 without LGU
lending experience and all 12 of those with lending experience -- were willing to
finance future LGU projects subject, of course, to the LGUs being able to meet
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bank requirements and depending on how supportive the policy environment in
the banking sector is in this cftort.

Presently, there are limitations on local financial institutions’ capacity to
directly participate in the financing of LGU projects.

In the case of rural banks, limited bank capitalization prohibits them from
participating in LGU financing. The single borrower’s limit (SBL) policy of the
Central Bank also restricts local banx iending w finance LGU projects thai
require large capital outlays. Based on minimum capitalization, rural banks in
first class cities would have a SBL of P1.5 million; rural banks in other places,
P.075 million. New thrift institutions (including private development banks) in
Metro Manila and in other places would have SBLs of P3 million and P1.5
million, respectively, and existing thrift institutions in Metro Manila and other
places, P1.5 million and P0.75 million, respectively.  On the other hand,
commercial banks would have a SBL of P75 million, and universal banks, P150
million. For small banks, therefore, the SBL imposes an effective constraint on
the financing of LGU projects involving large amounts; for larger banks such
constraint is inoperative.

In the case of GFI branches, the highly centralized decision-making
process in the approval of loan applications limits the local branches’ capacity to
fully participate in financing.

The bankers interviewed emphasized greater coordination between local
officials and local bankers as a critical factor in establishing an institutional link
between LGUs and financial institutions. Some rural banks suggested that as a
pre-condition to financing local projects, they be made conduits of government
funds.

As to the LGU projects that banks were likely to finance in the future,
most banks were willing to finance public market construction/expansion and
waterworks projects (see Table 46). A number of banks expressed willingness
to finance any LGU project deemed necessary for community development.

1.6. Bank Investment in LGU Securities

The respondent banks held government securities mainly in the form of
treasury bills; a small proportion had investments in treasury notes, CB bills and
other government bonds (such as Tulong sa Bayan Bond, Premyo Savings Bond)
(see Table 47). In the case of local offices/branches of GFIs, the head offices
handled placements in government securities.
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Fifty-one (51) out of the 81 respondent banks expressed willingness to
purchase local securitics that LGUs may decide to issue.  Their expressed
willingness depended on the securities’ features, and the following were among
the come-ons that would make the issues attractive to banks: 1) lot sizes of
P20,000 and over (48%); 2) maturities of less than one year (68%); 3) interest
rates that are fixed and above time deposil rates (48%); 4) guaranteed by the
National Government (92%); 5) bearer type of certificates (72%); 6) tax-free
interest income (96%). Besides the above, the respondents mentioned the
following as added features that would enhance the attractiveness of LGU issues:
[) safety and sccurity of the instrument; 2) negotiability; 3) credibility of the
issuer; 4) convc'rtibi]ily to other types of government bonds; and, 5) acceptability
as reserve requirements for deposit liabilities.

Thirty-two (32 representing 38.6% of respondents to this question) of the
sample banks were unwilling to buy LGU security issucs.  The main reason
mentioned was that LGU issues were not attractive investment instruments (see
Table 49). The other reasons for the unwillingness to invest in LGU sccurities
were: 1) uncertainly of the safety and acceptability of LGU securities (17%); 2)
the low credibility of LGU officials (11%); and, 3) the lack of a bank policy to
buy LGU securities (11%).

Nationally Sited Bank Attitudes/Practices Towards LGU Borrowings

2.1.  Head Office Perspectives

Inaddition to the 84 banks surveyed in the sample
provinces/municipalities/cities, major banks in the capital region (i.e., Manila)
as well as bankers’ associations (DBAP and BAP) were interviewed primarily to
gain a better perspective of the banking sector’s attitudes towards lending to local
government units and how the new LGU code will affect their lending
behavior. The sample banks consisted of five top commercial banks, three
government financial institutions and one government corporation. The top
commercial banks (KBs) include; Bank of the Philippine Islands (BPIl), Far
East Bank and Trust Company (FEBTC), Metropolitan Bank, United Coconut
Planters Bank (UCPB) and Philippine Commercial International Bank (PCIB)
while the government-owned banks and corporation are Development Bank of
the Philippines (DBP), Land Bank of the Philippines (LBP), Philippine
National Bank (PNB) and Government Service Insurance System (GSIS).

The decision to interview head offices of private and government-
owned banks has been prompted by the centralized nature of banking
operations and decision-making particularly with regards to LGU borrowings.
This is not surprising considering the relatively larger amount of money needed
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for LGU projects as compared to branch managers’ loan approving authority.
Results of the provincial/municipal survey of branches of GFIs reveals that on
LGU lending, the issues referred by the branch bank to their respective head
offices include: (1) approval of LGU loans; (2) interest rate to be charged LCU
loans; and (3) decision to invest in securities floated in the market.

2.2.  Participation in LGU Lending

Of the private commercial banks (PKBs) interviewed, only one bank
(BPI) has granted a loan to a local government. This loan was contracted in
1991 in connection with the Cebu Equity Bonds (a comprehensive description
of the bond is explained in Saldana’s paper). The other PKBs (though
non-committal), however, expressed willingness to lend to LGUs under
certain conditions (sce section on bank’s criteria). On the other hand, the
government-owned banks and corporation have all participated in LGU lending,.
Their participation, however, cannot be used to gauge or assess their willingness
to lend to LGUs in future because these entities had been authorized under the
now-repealed P.D. 752 to extend loans to local governments.

2.3.  Types of LGU Projects Financed/Targeted by Banks

LGU projects financed by banks are of various types ranging from basic,
social and agricultural infrastructures and utilities to trading and cultural centers,
heavy equipment and livelihood projects (Table 50). Most of these projects
are income-generating although a few are non-income generating (e.g.,
cadastral survey, construction of city jail or provincial offices). In
general, GFIs do not target specific LGU projects to finance as long as the basic
collateral requirements are met. However, in the event of a number of
LGU accounts defaulting, GFIs tend to be cautious preferring to finance more
viable projects. DBP, LBP and GSIS, specifically cited basic infrastructure and
services (e.g. communication, power, waterworks) as well as trading centers
(e.g., public markets, commercial complex) as priority projects. Such
preference  has also been expressed by the PKBs and the Bankers
Association. Except for one PKB which specifically cited waterworks, roads and
utilities as the priority projects, the other PKBs are "open” to any type of project
so long as they are commercially viable, with toll features and comparatively
profitable as with the banks' ordinary loans.

2.4. Bank Criteria for Extending Loans to LGUs
There are a number of criteria set by banks in lending to LGUs (Table

51). For the GFIs, the criteria consist of project viability, paying capacity,
borrowing capacity and collateral. In some instances, due to the developmental
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stance of these banks, the socio-cconumic  impact of the project is also
considered.  Among GFIs, PNI3 is noted ic have a more stringent criteria
requiring a formal endorsement ;rom the National Government or DOI? prior to
extension of the loan. It cannot be explicitly determined which among the
criteria is the nost important  buc an evaluation of the loans contracted by the
GFIs reveals that collateral seems to have played a major role in the approval of
loans.  Collateral for LGU loans comes in different forms and its relative
importance varics depending on the bank and the type of project financed. Unlike
ordinary bank loans where rcal estate mortgages are generally sufficient to
back-up a loan, for LGU loans additional collateral is observed to be a necessity.
This is probably because of the difficulty of foreclosing L.GU propertics. Hence,
in addition to real estate ‘nortgages (which is generally the project being finance
itself), the GI'T would require a more liquid form of collateral such as: (n
hold-out deposits, (2) deed of assignment on monthly unallocated portion of
the IRA; (3) puarantee from the National Government; and (4) deed of
assignments of budgetary allocation (Table 52). GSIS, on the other hand, does
not demand a collateral but calls on the LGU’s IRA in case of a default. A
stringent loan requirement is again observed in PNB, which is the only GFI that
requires hold-out deposits as collateral. In fact, the loan value of the hold-out
deposit is equal to 80 per cent,implying a fully covered or "clean loan. " Among
the PKBs, the lending criteria imposed (or will be imposed) to LGUs is even
more stringent. Aside from considering the project’s viability, LGUs" paying
capacity and collateral, these banks also give importance o the reputation of
the LGU officials (i.c., credit record and managerial competence) and the growth
potential ol the area as reflected in the business and economic conditions existing
in the locality. The lone PKB that lent to the LGU would in fact consider the
income class of the LGU. In terms of collateral requirement, the PKBs
consider real estate, IRA and national government guarantees as acceptable
collaterals. Only one PKB cited the presence of hold-out deposits as a necessary
condition while none of them finds chattel mortgages an acceptable collateral.
Although the collateral requirements of the PKBs appear to be similar to the
GFls, there are a lot of conditionalities mentioned by PKBs on the collateral
required: first, that the real estate collateral should possess seniority, protection
and marketability; second, that the IRA and government guarantees would
involve less bureaucratic hassles; and third, that the bank is able to control
cashflows of the LGU in cases when the IRA is pledged as the collateral.

2.5. Bank Lending Policies/Services to LGUs

Ordinarily, the loan limits for LGUs should be based on the borrowing
capacity of the LGU as certified by the DOF. In most cases however, the
sufficiency of the collateral is observed to be a primary factor. Loan limits
imposed by GFIs are: (1) 70 per cent for real estate mortgages; (2) 50 per cent
for chattel mortgages, and (3) 80 per cent for hold-out deposits. With
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regards interest rate, GFIs generally adopt prime rates plus a spread of 2 1o §
per cent (depending on maturity) for LGU Toans. Loans approved are monitored
based on loan releases. Monitoring consist of ocular inspection and inquiry from
the officials with regards the progress of the project. If needed, support services
are also extended such as helping in the procurement of construction materials
and constant technical and financial advises, Since most of the PKBs have not
lent to any 1.GU, no record was gathered on the loan limits allowable for
LGUs. However, loan limits would be based on the collateral offered. In the
case of the lone PKB with LGU lending  experience,  the following
information was gathered: (1) loan value of real estate mortgages is 70 per cent
of its appmisdd value; and (2) loan value of marketable  sccurities is 100 per
cent. On interest rates, PKBs will subject LGU loans to the same interest rate
as their commercial loans except in cases when funds for lending to the sector
would come from a "special fund”, on the condition that their cost of funds
would be lower.,

2.6. Conditions and Measures for Loan Defaults

The apparent increasing reluctance even of GFIs to lend to LGUs is due
to the large number of defaulting LGU accounts. Table 53 shows that of the
Pesos 347.92 million LGU loans outstanding of GFIs and GSIS, 11.84 per
cent are considered past dues as of December 31, 1991 and Pesos 201.7 million
or 30 per cent of total loans granted were written of as bad debts. The most
common reasons  mentioned for loan defaults are (Table 54): first, change
in LGU officials. In most cases, the incumbent official does not honor the loans
made by previous officials especially if the loan proceeds were not used for
the intended purpose or were diverted for political campaigns. Second, there js
inefficient fiscal management resulting in poor revenue collections.  The banks
noted that when liquidity problems arises, amortization requirements are
generally given the last priority.  And third, mismanagement of the project.
This reason is particularly common in projects with "toll features” (eg., public
markets). The projected cashflows for such projects is not usually achieved due
to the poor collection performance from project users or negligence of the local
officials themselves. The measures employed by the GFis and ‘GSIS to recover
the loans arc (Table 55): (Dconfiscate internal revenue allotment;  (2)
intensified  collection efforts; (3) foreclosure of assets; and (4) loan
restructuring and plan of payment. Recently, with the government’s debt relief
program, a total of P201.7 million of the defaulted LGU loans have been
applied for debt relief.  Most of these loans were contracted by the LGUs
belonging to the 4th, Sth, and 6th class municipalities. DBP had the highest
value of LGU loans applied for debt relicf, amounting to P115.7 million.
Percentagewise, however, LBP incurred the largest nroportion of "bad LGU
accounts” relative to loans granted.  PKBs, on the other hand, have no loan
default experience to account for since they have been not been (or just
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recently) involved in  LGU lending. However, when asked about their
confidence/willingness to lend to LGUSs given a debt relief program,  they
mentioned no major change that would occur on the bank’s policies for lending
to LGUs (Table 56). Although a debt relief program is a welcome
development, banks would still evaluate LGU loans/projects  based on  their
merits.  Knowledge of the government's move to  relieve banks of LGU bad
debts may in fact, serve as a disincentive since such a program will signal to
banks that investments in LGU projects arc problematic.  Among the
government controlled  banks and  corporation, PNB and GSIS would have
greater confidence in lending  to LGUs with the presence of a debt relief
program.  In contrast, LBP and DBP share the same sentiments as with the
PKBs with regards a debt relief program. Specifically,  LBP’s experience
with the recent debt relief program did not really relieve them of LGU bad
loans because the loans were assumed at a discount. Only about 60 per cent of
the total obligations of LGUs (including interest  charges and penalties)
submitted  for  debt relicf  payment has been recovered by the bank. This
discounted price has also been the experience of the other GFIs and GSIS (see
Table 53). Despite being saddled by the bad debts of LGUs and the relatively
lower profits obtained from LGU accounts, GFIs still find some benefit from
extending loans to LGUs (Table 57). The most common benefit cited was that
it enables the bank to participate in countryside development. The secondary
benefit mentioned was that it improves the bank’s image in  the
municipality. PNB, in particular, finds participation in LGU lending a form
of advertisement. The lone government corporation, however,  finds no
non-monetary benefit from extending loans to LGUs. It seems that for this
institution, lending to the local government units is a means to fulfill their
obligation under P.D. 752.

2.7. Investments in LGU Securities

None of the banks surveyed, GFIs and PKBs, allocate their investments
in securities to LGU investments. This is probably because the idea of LGUs
floating bonds is a new concept in the financial market. Given the impending
implications of the new Local Government Code, banks tend to adopt a
"wait-and-see” attitude. Most banks however, expressed their willingness to buy
LGUY bonds but the primary consideration is that it should be a riskless asset and
able to compete with the other securities floated in the market (e.g., treasury
bills). The banks’ idea of a riskless asset is that the bond must be guaranteed by
the national government or is fully securitized by an asset (e.g. real estate). On
the other hand, the bond’s comparative profitability with other assets require not
only similar returns or interest rates as the treasury bills but should likewise
contain tradability features such as : (1) it can be used as compliance to reserve
requirements and to P.D. 717 or the Agri-Agra Loan Quota; and (2) there exists
of a secondary market for the bond which would allow the bond holder to convert
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it into other types of government bonds (c.g., surety bonds) (Table 58). If these
features exist, the other bond considerations such as: maturity, lot size and
reputation of the issucr come as a sccondary factor. It is however, observed that
the GFIs, in general, limit their investments in LGUS as reflected in the minimal
amount of loan granted to LGUs relative to their total net loanable funds (sce
Table 53). Of the total net loanable funds of GFIs as of December 1990, less
than I per cent have been allocated for LGU lending. This finding refleets GFIs
biases against LGU accounts. However, this bias is not really associated with an
"inherent or uncontrollable”  risk as experienced with loans to agriculture
production but primarily conceras the management capability and political
environment silrrounding the Jocal government units.

3. Survey of Individual Savers

Besides the survey of financial institutiors to determine attitudes towards 1.GU
issuance of securitics, a survey of individuals was also conducted to find out their
receptivity towards and willingness to invest in LGU security issues. A total of 57
individuals, the majority of which were salaried employees (36) and merchant/traders
(13), were interviewed. These individuals are residents of the municipalities and cities
beleaging to the survey samples. A number of the respondents (39 out of 57) had
income from other sources mostly business and farming. Generally, these respondents
owncd physical as well as financial assets. Physical asscts were predominantly in the
form of housing facilities (54 out c¢f 58) and financial assets, in the form of savings
deposits with banks (58 out of 59). Checking and time deposits, deposits in credit
unions, stocks in private corporations, treasury bills, treasury notes, CB bills and other
government bonds were not widely held. Of these alternative forms of savings, holding
of government securities was the least popular -- an insignificant number held treasury
bills (2 out of 59), treasury notes (1 out of 59), CB bills (2 out of 59) and other
government bonds (2 out of 59). The respondents gave safety of the deposit as the
primary reason for deciding to hold savings in financial instruments.

Asked whether there were projects (socio-cultural and economic) that in their view
their local government should undertake, an overwhelining majority (56 out of 59)
responded affirmatively, and the major projects frequently mentioned were: 1) road
construction; 2) livelihood projects; 3) gurbage and drainage systems; 4) waterworks; 5)
health centers; and 6) drug rehabilitation centers.

The majority of respondents viewed their own LGU resources (20 out of 59),
borrowings from government banks (18 out of 59) and BOT schemes (16 out of 59) as
the modes by which LGU projects should be financed. Only a few consi(lcrc.d LGU
security issuance (1 out of 59) and national government assistance (3 out of 59) as

schemes to finance I.GU projects.
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Most of those who stated that LGU revenues should finance LLGU projects
reasoned that their LGUs had enough savings and could well afford to finance the
projects that should be undertaken.

Those who stressed borrowing from government banks asserted that the
contemplated projects should be a joint undertaking of the local and naticnal governments
and should be financed through borrowings from government banks.

The reasons given for the choice of BOT scheme as the preférred mode of
financing were that 1) the private sector had the resources; 2) the private sector and the
government should be partners in development; and 3) with BOT, the project can be
implemented immediately.

The respondents were asked their willingness to purchase securities which LGUs
may issue. Fifty-four (54) out of 59 cxpressed a willingness to invest in these issues,
and the majority mentioned the following features that would induce them to make the
purchase: 1) lot size of P1000 and P5000; 2) maturity of less than one year and two
years; 3) fixed interest rate; 4) guaranteed by the national government; 5) bearer type of
certificate; and, 6) tax-free interest income (see Table 59).

A large number of respondents (40 out of 55) preferred to purchase the securities
from banks in their municipalities than from the treasurer’s or mayor’s office. They (45
out of 55) were amenable to having the bonds issued by their LGUs sold in other
municipalities.

The preferred mocle of financing the purchase of LGU securities was additional
savings (36 out of 55). Only a few would sell property (2 out of 55) or other financial
assets (3 out of 55) to finance the purchase.

The majority of respondents held the opinion that their townmates would support
moves of their local government to borrow from banks (45 out of 59) and to issue
securities to finance LGU projects (50 out of 59). The reason most frequently mentioned
for supposing LGU borrowing and security issuance would have the support of
townmates was the view that the project to be financed would redound to everyone's
benefit. As to whether townmates had the necessary means to purchase LGU issues, a
large number (50 out of 59) believed they had the means. And as to the security features
they think would attract townmates to purchase LGU securities, the more frequently
mentioned were safety of the issue (27 out of 50) and yield (15 out of 50).
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Vil. RECOMMENDATIONS
(See Overall Summary of High Priority Recommendations)

There are a number of further explorations and activities which need doing as a
follow-on to this survey. They are presented below not in any order of priority.

l. Guarantee System

The bankers interviewed, though interested in financing LGUs do not consider
them as preferred clients.  Given the relative riskiness of LGU loans as they see that
risk, they would charge them non--prime rates. There are various ways of reducing that
perceived risk.

One would be development of a guarantee system that would relieve banks from
liquidity problems in cases of LGU loan defaults. How this could be done while
avoiding the regulatory processes of national government control over loans
Policy/Regulation alterations requires special attention.

Central Bank and Monctary Board rules, circulars, etc. impinge upon the banking
system in ways not helpful to LGU participation in capital markets. Some possible items
to investigate include: the use of LGU obligations as bank reserves with the Central
Bank; allowing non-allicd undertakings with LGUs by banks other than those now
authorized to operate in that way (unibanks); private development banks, and rural banks
to act as special conduits of government subsidized loan funds for LGUs situated at the
lower income levels of fourth, fifth, and sixth classes: further liberalizing Monetary
Board policy towards licensing of new banks or branches in remote arcas on condition
that they participate in LGU financing; and encouraging the development of specialized
credit instruments, with market-oriented sales appeal, for LGU financing.

2. Decentralized Bank (Public/Private) Decision-Making

During the survey it was noted that the highly centralized decision-making process
of GFIs in the approval of LGU loan application severely limits local branches’ capacity
to fully participate in such financing. Of course, the problem has not arisen as yet for
private banks because they have not been active with LGUs. In future, allowing and
training branch staff in GFIs as well as private banks to approve LGU loans (up to
prescribed limits for different types of loans) locally would unleash powerfully supportive
trends. The branches are in a better position to evaluate loans lodged with them. Also,
they will more effectively monitor the approved loans because of their identification with,
proximity to, and greater familiarity with local conditions and the loan applicant.
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3. Evaluations of Past Experience Possibly Transferable to LGU Flnancing

Some years ago there was a successful effort to rationalize the government
securities market. Are there any lessons there that might be utilized in relation to
developing new instruments for LGU financing?  Simiiarly, the Central Bank and
Monetary Board have adopted various measures in recent years that may be of interest
when trying to improve LGU credit finance usages. For example, what has been the
local effects in terms of availability of funds from GFIs and private banks caused by the
Central Banks (CB-Circular ['183) 75 per cent deposit retention scheme? In another
instance, it might be useful to examine the effects of the Monetary Board Resolution of
21 September 1990 on encouraging investment house functions. Do those effects open
up any possibilitics for improved 1.GU credit financing in participation with investment
houses? A number of other examples could be cited.

4, Stricter Monitoring of 1.GU Projects

Improved/tightened methods of monitoring LGUs projects could help GFls,
private banks, and LGUs in identifying and solving problems that might affect loans.
Monitoring systems could be devised that would serve as early warning signals to
borrowers and lending agencies both. This could contribute to the design of remedial
measures aimed at assuring loan repayments.  Development of such systems and the
training of local government as well as GF] and private bank staff in their utilization
could powerfully assist local government credit financing.

This could be tied into examining and costing possible extension services that

could be offered by banks to LGUs in matters concerning the non-securities and the debt
(bond) markets.

5. Guidance for LGU Officials

When assessing their options about appropriate modes of LGU financing, elected
and executive officials in LGUs need access to carefully prepared materials. Such
materials should come from v:rious sources. The private banking and investment house
sector would be one. Another might be from DOF, DILG, NEDA, and other specialized
government agencies offering advice but NOT regulatory controls. These materials could
acquaint them with the general financial system and suggest means by which they could
acquire specialized advice in making sound assessments.
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CHART 1

FINANCIAL MARKET
MONEY MARKET CAPITAL MARKET
INTERBANK DEPOSIT COMMERCIAL GOV’T.
CALL LOAN SUBSTITUTES PAPER SECURITIES
MARKET MARKET MARKET MARKET
SECURITIES NON-SECURITIES
MARKET MARKET
'EBT CAPITAL EQUITY CAPITAL
(BOND) (STOCK)
MARKET MARKET
| ] | !
PRIMARY SECONDARY PRIMARY SECONDARY
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Table 1.B. Relative Shares of Assets ia Total Resources, By Institutional Group

1930 1989 1988
Total 100.008  100.00%  100.00%
i
! .
1Banks 89.97%  89.01X  89.01%
i Commercial Banks 16,168  75.42%  74.00%
! Thrift Baoks 5.67%  6.16%  6.14%
)
v DPrivate Dev, Banks 1,703 1608 1.64X
1 Savings & Hortgage Danks K1) S IV L QR 3 ¢
i Stock StAs 0.6 0.813  0.99%
i Rural Baoks 2.0 2.3 2.64%
y Specialized Gov't. Banks 6.108  5.11%  6.22%
]
]
‘Ron-Bank Financial Intersediaries B.1x  10.245  10.35%
: .
;i lnvestaent Houses L3 158  2.09%
i Finaneing Companies L% 1938 1.8
i Securlties Dealera/Brokers 0318 0528 0.4x
1 lovestsent Companies L61% 188 1.3%%
! Tund Nanagers 0.4 0.5 0.4
1 lending Investors 0.208  0.19%  0.16%
1 Paunshops 040 0.413  0.41%
! Governaent NBFls .00 .y 3.60%
y TVeature Capital Corporations 0028 0.028  0.02%
]
1
1Ron-Baok Theift lnstitutions 0733 0.75%  0.65%
] ) .
]
1y Hutual Blds 0.003%  0.003x  0.003%
v Hoo-Stock SLda 0728 0.75%  0.64% .
]
]

100.00%

87.78%
12.19%
8,708

1.59%
3.09%
1.02%
2.8%
1.06%

11.66%

2.62%
2.0%
0.61%
1.39%
0.47%
0.21%
0.38%
3.9
0.04

0.53%

0.004%
0.53%

Y

87.28%
T1.49%
5.29%

1.68%
2.44%
L1
2.75%
1.75%

12.36%

2.21%
1.70%
0.28%
3.06%
0.39%
0.07%
0.30%
4.25%
0.04%

0.36%

0.005%
0.36%

1983

1982 |

89.47%
64.45%
3458

1.16%
L5
0.72%
1.98%
19.59%

10.33%

1.52%
1428
0.11%
253
0.38%
0.02%
0.19%
1.1
0.03%

0.20%

0.004%
0.20%

§9.30%
66.17%
3.30%

1.00%
1.68%
0.62%
1.95%
17.68%

10.55%

1.66%
2.05%
0.12%
2.25%
0.43%
0.01%
0.14%
3.87%
0.03%

0.15%

0.004%
0.15%

]
100.00%  100.00%}
[}

87.48%
65.64%
4.26%

L2IX
1.95%
1.09%
2.46%
15.128

12.35%

1.91%
3128
0.18%
1.631
0.40%
0.01%

0.123

4.95%
9.0

0.18%

0.005%
0.17%

89.21%}
66.00%}
4.06%}
1}

L}

1.19%
1.90%}
0.97%;
251,
16.48%)
]

¥
10.62%}
[}

. '
2.19%}

.1
0.21%
1.91%}
0.36%}
0.01%;
0.128)
1.61%]
0.03x}

]

0.17%

1
'

0.0073;
0.175}
[}

- -

Source of Basic Data: Table 1.A.
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TABLE 2

NUMBER OF OFFICES; BY INSTITUTIONAL GROUP ]_]

Non-bank Financial Non-bank Thrift
Banks Intermediaries Institutions Tntal
Nueber  Growth  Share  MNusber Growth Share Number ~ Growth  Share Nuasber Srouwth
Rate (1) (1) Rate (1) (%) Rate (%) (%) Rate (1)
1981 3661 - 8 1543 - 29 80 - ? 529 .-
1982 3877 b 70 1601 ki 29 82 3 1 3560 S
1983 3829 -1 68 1731 8 3 82 0 1 5612 1
1984 3861 | 66 1949 13 KK IR ¥ 0 1 B 4
1985 3630 -b b4 1322 -1 34 83 1 1 325 -4
1986 J6ld 0 60 2283 19 38 82 -1 1 373 6
1987 3547 -2 5 2719 19 43 83 1 i 6343 6 .
1488 3562 0 52 3138 16 46 85 2 1 6805 7
1989 3588 | 50 3463 10 49 82 -4 1 7135 3
1990 3638 1 30 3629 5 49 82 0 1 7349 3
five, 8l . 0 61 2301 9 J8 82 0. 1 6164 3

11 Includes head o”ices, branches, extension offices, and overseas offices.

Source: Fact Book: Philippine Financial Systea, 1981-1982
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NUMBER OF

All
Regions 1990 1989
XBs 1,904 1,142
185 453 575
,RBs 1,045 1,043
5685 127 ©105
NBFIs 3,899 3,533
NBT1s 79 n
1990 11989 1
NCR 2680 100,001 2505 100,001,
XBs B63 32,201 941 32.281
185 238 8.881 233 9.331
RBs 18 0.671 18 0.591
5685 8 0301 8 o0.311
NBFIs 1490 55.601 1432 54.971
NBTls 83 2351 83 2.421
Region 1 411 100,001 400 100.001
kBs 104 25,301 101 25.251
185 M504 2% s.007
REs 138 33.581. 137 34.251
5685 7700 7 1751
NBFIs I35 32.851 128 32.001
NBTIs I 0131 3 0.751
Region 2 154 100,001 . 151 100.001
XBs 37 24,031 3b 23.841
185 5 3251 5 3.3
RBs 62 40.26X 59 39.071
5685 74551 7 A
NBFIs 3 27921 M 9141
NBTIs - - - -
Region 3 842 100.001 842 100.00%
XBs 133 15431 130 15.441
18s 109 12,651 108 12.831
RBs 125 14501 125 14,851
5685 7 0.811 7 0.831
NBFIs 486 56.381 470 55.821
NBT1s 2 0.1 P 0241
Region 4 1149 100.001 1098 100,001
¢H 124 10,79t 118 10.751 .
1Bs 172 14,971 172 15.881
RBs 23 19.411 221 20.131
5685 - 1091 9 9.821

1998

2500
824
234

18

7
1353
L

384
101
23
139
l
1
3

150
36
]
L)
7
4]

197
129
106
127

7
425

3

1021
1n
1
219

9

TABLE 3

BANKING OFFICES, BY TYPE OF INSTITUTION, BY REGION

A

100.00X
32.961
9.361
0.721
0.28%
Man
2,361

100,001
26.301
3.9
36,201
1.821
20,911
0.781

100,001
24.001
3.331
40.671
.67
27,331

100.001
16,191
13.301
15,931

0.881
3.3
0.381

100,002
11.482
16.751
21.451

0.881

1987 1

2360
811

100,001
34,362
221 9.621
18 0.781

1 0.301
1233 52,331
62 2,831

363 100,007
100 27.551
4 b1
139 38.291

11931
90 24,791

3 0.831

138 100.002
36 26,091
I N Y3 ]
62 44,931
7 507
28 20.291

132
128 17,491
107 14,621
132 18.031

7 0.981
355 48,501

30412

923
17

100,002
12.681
170 18,421
220 23.841

9 0.981

100.001

1984 4

2239
830

100,001
37.071
236 10,541
18 9.801
o021
1089 48.541
YRV 33

34
100

100.00x
28.821
24 5.9
140 40.351

6 1.1
14 2133

3 0.881

130 100.001
36 27.692

4 3.081
62 47.691
4.621
22 16,921

675
139

100.001
20,591
108 15.001
138 20,441

8 Lmn
219 4133

30,442

836
{13
170
220
8.

100,002
13,521
20,331
6.3
0,961

1985

2125
B4
23!

19
5
994
62

339
102
24
145
b
39
3

130
35

4!

61
7
17

583
137
107
141

7
190

3

© 187
1
172
222

8

100.001
38.310
10.871

0.871
0.241
46.791
2.9t

100.001
30.071
1.08%
2.1
L.n

17.401.

0.8817

100.902
26.921
3.081
3L
3,382
13.081

100.001
23.42
18.292
24.101

1.201
32.481
0.512

100.002
14.471
22,431
28.941

1,041

1984
1,084
850
1,157
100
1,983
79
1984 Y
2265 100.001
893 39.431
200 10,601
20 0.901
5 0.221
1086 44,181
81 2.47m

352 100,001
12 3.8zt
5 1.0
148 42.051

6 1,701
38 16,461

3 0.85

138 100,002
37 26.81
7 5.0m
68 49.281
7 5.01
19 13.m

319
145

100.00x
25.041
103 17.7191
145 25,041

7 1211
176 30.401

30,521

150
125
169
232

8

100.001
16.451
2.201
30.531

1.051

BEST AVAILARLE COTY

1993 1

100,001
39,681
219 12,621
28 L

4 0,181
961 43.501
6l 2,781

7209
875

345 100.001
112 32.451
8 8.1
146 42.321

IOLAsL
31481

I oo

100,002
.21
1 5.151
30,001
1 5131
12.501

559
143

109.001
23,581
1e 2n.1n
144 25,761

[ W)
144 25,781

3 0.541
701 100.002
124 17,691
168 23.9711
221 32.381

8 L4

1982

2057
810
258

4]
4
875
61

35
116
33
131
b
46
3

140
36
l
71
10
14

373
141
120
164
16
130
2

690
120
160
L

9 .

100.00%
17,380
12,54

1,411
0.171
43.511
2,971

100. 00X
32,381
9.55%
§2.421
1.69%
12.921
0.841

100,001
25.111
3,001
30,711
1.141
11.432

100,001
28,611
20.941

28,821
2,191
22,691

0.351

100,002
17.391
2.0
33.652

1.301



TABLE 3 (cont'd),

NBFlIs
NBTls

Region 3
¥Bs
8s
RRs
SGBs
NBF s
NBTIs

Region 4
KBs
Bs
RBs
S6Rs
NBF1s
NBTls

Region 7
KBs
185
RBs
5GBs
NBFls
NBTIs

Region 8
KBs

1Bs

RBs
S6Bs
NBFls
NBIls

Region 9
KBs

TBs

Rbs
S6Bs
NBFIs
NBTIs

Region 10
419

1Bs

RBs

56Bs
NBFls
NBTIs

Region 11
KBs

‘1Bs

RBs
5685

615
)

236
19
14
b4

134
32
3

259
10
15
3
13
99

\

332
a9
16
50
20

100.001
20,761
3,931
7.1
3.811
S1.99)
0.421

100,001
26,761
5.941
28.221
1.931
JAL
A9

100.00%
27.031
.74
18,421
1671
46.411
0.721

100.001
23.881
2.991
29.101
5.2
38,81

109,001
26,391
2.781
13.891
8.3%1
48,611

100,001
27,031
5,791
22,781
5,791
318,221
0.391

100,001
26,811
.81
18.072
6.021

374
3

23

106
108

23
14

151

402
109
24

b
106
3

130
32
4
i0
I
47

244
bb
19
bt
10
89

1

323
88
25
60
1!

52.201
0,361

100.001
20,512
6.841
29.911
3.421
33.891
0.431

100.001
26,601
5,671
28.081
1971
3.9t
0.491

100,001
27. 111
9
18,411
1.491
46,271
0.751

100.00%
24.621
3.081
30171
3,382
36,158

100,001
23. 7111
4.2
14.291
1.141
48.57X

100.00%
26,831
1.7
24.801
4,071
36.181
0.411

100,001
27,241
1.741
18.581

J.a

501 49.071
4030

218 100.007
18 22,021
15 7.3
89 31,651

8 3.7
76 34.861
I 0.481

398 100.00%
108 27,147
23 5.8
14 28,641

8 2.011
143 35.931

2 0.501

380 100,007,
109 28,481
VI
7419471
6 1.581
164 43.161
3 0.9

128 100,001
33 25.781
4 IR
i 32,00
7541
3 33,591

138 100,001
36 26.091

b 4.3
22 15.9%1
10 7,251
b3 45,451

to0.72Y

230 100-.00%
b4 27.831
20 8.701
51 28.521
10 4.3
4 32,1

1 0,431

309 100,001
88 28.481
2% 8.1
39 19.071
11 3.5

103 43,651
0,431

200 100,007,
19" 24.001
16 8.007
57 34,501

8 4.007
58 27.001
10,501

393 190.00%
103 27.48%
235,851
15 29.281

8 2.041
137 34.8681

20,511

355 100,002
108 30.421
Wb
752013

b 167
137 39.1%

30,851

120 100.001
32 261
4 3.0
i Han
7 5.83
36 30,001

123 100,001
b 9.2

6 4.881
22 11.am
10 B8.131
18 39.02¢

1 0.811

213 100,001
63 29.581
20 9.391
62 29.111
10 4,691
57 26.761

TN 1) 4

282 100.001
87 30.852
% .21
39 20.921
1 3.%01

321

170
49
17
72

43

180
108

23
1

123

33
1t

9
'Y

18

113

117

>
3

46

21

109
36

21
10
35

210
b4
20
69
10
4

261
8
26
59
I

38.401
0.481

100.001
23771
8.951
37.891
4.211
22,632
0.53)

100,00
28,421
6.051
30.55)
AL
AT
L33

()
S oo

100.00X
33.431
6,731
23.491
1.81%
34,041
0.901

-

100.001
28,211
3.4t
39.32x
3.981
23.081

100,001
33,031
3.501
19.27%
9.171
32,11
0.92%

100,001
30.481
9.521
32.861
4,767
21.901
0.481

100.002
32,951
9.951
22,811
.21

250 22.%9%
0.0

179 100.001
18 26.021
17 9.501
TERETIRA

B 44n
317N
U 0.51

376 100,001
109 28,971
AR
119 31.451

8 2131
15 30.591

20531

326 100.00%
112 34.361
A .41
B4 25711

b 1.841
100 30.671

3092

110 100,001
33 30.00%
N Y}
49 44,551
7T b.361
{7 15.451

105 100.001
36 34291

6 5.
22 20,951
10 9.521
30 28,571

I 0.951

197 100.001 '

63 31.981
20 10,15
49 35,031
10 5,081
17,281
10,511

250 100,001
88 35.201
26 10.401
b1 24.401
I 4401

ra
)
[ S

)

9.21)
0,53

Fo oty

199 100,007

56
17
74
k|
32
1

29.471
B.75%
40,001
§.210
15.341
0.551

408 100,001

118
2?
130
3
128
2

333
119
20
83
b
102

b
N

14
37
2
34
7
14

28.921
3N
31,861
1.98)
3.3
0.471

100.001
33,521
3
5.3
1.9
30.451
0.901

100,001
32,461
1.751
i7.:n
6.141
12,281

1t 100,001

40
4
22
10
34
!

36.041
3.601
19.821
9.011
30.631
0.901

203 100.001

69
18
1
10

3

!

33,661
8.781
34,631
4,887
17.561
0.491

250 100,002

102
19
bl
I

BLST Avev i Lopy

I9.231
1.311
23,461
LIVA) S

170 24,251
10

135 100,00,
S5 30,111
17 1181
74 39.781

8 1301
16171
Io0.591

101 109001
19 27,881
35
130 22.421
g 2.001
117 27,401
2 0.501

327 100001
120 3647
2 6.9
83 75.231
b 1.821
95 78.861
0.1

110 100,001
3734
YA ]
54 49,071
7 b.381
10 9.091

107 100,901
§0 37.381

i34
22 20,551
10 2.351
30 28.041

b0.931

197 100.001
69 35.031
17 8.831
70 35.531

9 457

AN/}

1 0.511

253 100,001
102 40,321
19 1511
6l 4111
I 4.35

49

403
17

141

109
42

21

26

201
10
14
12
{1
3

257
100
19
68
12

[

> —

.83%
4

160,991,
27.801
8.2971
3.0
4,391
1.
2.491

160.001
27.031
1.961
34991
2.3
23.044
0,741

100.00X
35.78%
6.731
26.911
2.451
27.221
9.921

100.00x
34.381
871
St.i01
6.341
3610

109,007

38.531
3.670
1
8.261
3.85%
0.92%

100,001
34.831
7.98%
35.821
5.471
15.421
9.301

100,001
i8.911
1.391
26,461
1.871



TABLE 3 (cont'd)

- KBFls 146 43.98% 138 42,720 124 40,131 98 34,751 78 29.89% 63 2
!

, 208 66, 25.38% 5% 23,321 57 22.18X
NBTIs 10,301 0.3 L 0.32% 1 0.35% 10,38 101

]
0. 1 0.38% 1 0,407 [ 0.39%

legion 12 137 100.00% . 135 100,001 128 100.00% - 122 100.00% 112 100.00% 110 100.00% 105 100.00% 102 100,00% 97 100.00%

f8s 29 2007029 20,481 29 22,661 28 72,950 28 25.001 28 .45 3 29520 30 29.411 0 30 30.9%
T8s 42920 b 4441 6 4.691 6 4.9 6 5.381 6 5.45% 4§ 3.81) 4 3920 4 4.12L
R5s 44 3221 44 32.59% 44 34381 44 36,07% 44 39.29% 45 40,911 45 42.861 45 24.122 42 43.30X
5655 9 6,571 7T 5,191 1T 5.4 7 5,74 7 6.25) 7T 6,361 7 6,871 7 6.861 § 9.281

KEFls 49 35.771 47 34811 40 31.25% 35 28,691 25 22.321 22 20.00% 1 15,240 14 13.730 10 10.31%
NBT1s A 2 1,461 2 1.48X 2 1,561 2 1641 2 1 2 1.8 2 1.90% 2 1.961 22,06



Table 4

MINIMUM CAPITALIZATION'DF.PRIVATE DOMESTIC
BANKS AND NON-BANKS AUTHORIZED TO FPERFORM
QUASI BANKING ACTIVITIES (NBQD)

Type of Institution Minimum Capitalization
(In PM)
1.  Universal Banks ?1,000"
2. Commercial Banks
with FCDU License 500
3. Thritt Banks 150

(a) New Thrift Banks

(i) Metro Manila 20
(ii) Other Places 10

(b) Existing Banks

(1) Metro Manila 10
(ii) Other Places : 5
4, Rural Banks
(a) New
(i) Metro Manila 20
(ii) First Class "p» Cities 10
(iii) Other Places 0.5

(b) Existing banks

Existing rural  banks are allowed to increase their

Capital within a period of time depending upon their
number of years of Operation.

’ . . ’
Squrce: Central Bank Circulars No. ’39 (1980), No. 879 (1982)
and}No.'lZla (1989). ‘

Sl



Table 5

Legal Feserve Fequirement Against Deposits and
Deposit Substitutes of Banks

kEBs/EFKBs 13 Tés FEs DEF | MNEQEe
Demand 21 =1 20 - -
Savings 21 17 14 14 -
NOW Account 21 | 21 18 - -
Time Deposit
730 2 17 14 19 -
730 21 21 TR0 21 -
Deposit Substitutes
730 . 21 21 - o
> 730 =1 21 - =1

1] Includes twom specialized government banks

Abbreviations

KBs - commercial banke

EBKs expanded commercial banks
THs = thrift banks

REBEs = rural banks

DBF - - Development Bank of the Fhilippines
NEGRs non-bank gquasi-banks

Scurce: Variocus CR Circulars



Ceilings on Shar?S of Vating

Single corpor - Rian
Aggregate cor, ate
holdings

Corp. owned by persons
related within the
3rd degree of =on-
sangquinity or
affinity

Individual person/
- family group

Fareign (with the
Fresident’s
approval)

Source: General Banking Act as Amended

Comm
2% Ex%
Ciomm

no

W

Table 6

ercial
panded
ericial
=3

307

limit.

207%

207

(40%)

Stock in a Eank

Thrift
Banks

20%

307 (407

Fural
Panks

307

limit

20%

RO



.

o

Table 7

VOLUME OF MONEY MRRKET TRANSACTIONS BY TYPE OF INSTRUMENTS, 1975, 1983 and 1988
(In Million Pesos)

1989
, 1975 a/ 1983 )
Instrument Uolume z Volume 4 Volunme %
R. Interbank Call Loans © 10,340.79 7.3 198,100.97 33.0  360.852 39.9
B. Deposit Substitutes 121, 486. 45 85.4  363,604.20 60.5 - 83.736 9.3
. Promissory Notes 80, 750.28B 56.8  244,043.02 0.6 85.651 -8.9
2. Repurchasa agreements 39,799.58 28.0 119,291.66 19.8 23.085 0.3
3. Certificates of Assignments 806.58 0.6 258. 96 .0 _
4. Cert. of Participation 130.02 0.1 10.55 -0 -
.933 2.3
C. Ccmmercial Papr—- 8,387.52 5.9 23,997.68 4.0 29 9~J 2.3
- 20.933 -3
‘. Nem="" s5neial 7,723.67 S.4 8,948.79 1.5 _ -
<. rinancial 663.85 0.5 15,048.89 2.5 -
0. Govermment Securities 2,3439.01 1.4 14,859.02 2.5 439,430 48.6
1. 0BP Bonds and Other Securities 182.90 0.1 6,098.61 1.0 78.289 8.6
2. CBCI’s 1,723.36 1.2 3,8661.27 0.6 - =
3. Treasury Bills 136.75 0.1 4,899.13 g.8 361.141 39.9.
T 0T AL 142,263.76  100.0 600,551.87  100.0 904.451 100.0

a/ First quarter data not available

Source of Basic Data: _Central Bank of the Philippines


http:600,5T1.87
http:142,263.76
http:4,899.13
http:3,861.27
http:1,729.36
http:6,098.61
http:14,859.02
http:2,049.01
http:15,048.89
http:8,948.79
http:7,723.67
http:23,997.68
http:8,387.52
http:119,291.66
http:39,799.58
http:244,043.02
http:80,750.28
http:363,604.20
http:121,486.45
http:198,100.97
http:10,340.79

55

Table

8

VOLUME OF INTERBANK CALL LOABN TRANSACTIONS
BY TYPE OF BORRCOWER, 1983 and 1988
(In Million Pesos)

. 1983 1988
Berrower Volume Z Volume Z

R. Commercial Banks 198, 100.97 100.0 282,381.30 93.0
B. Investment Houses 8,392.72 2.8
C. Financing Companies 10, 997.57 3.6
0. Savings Banks 1,7351.77 0.5
E. Other Banking Inst.

T 0T AL 198, 100.97 100.0  303,503.55  100.0

Source of Basic Data: Central Bank of

the Philippines


http:303,503.55
http:198,100.97
http:1,731.77
http:10,997.57
http:8,392.72
http:282,381.50
http:198,100.97

raple Y .

- _x
VOLUME DoF INTERBANK CALL LDSN TRANSACTIONS
BY TYPE OF INUESTUQ, 1883 and 1988
(In Million Pescs) -

1983 . 1988
Investor Volume % Volume
R. " Commercial Banks 172,933.58 87.3 224,829.55
B. Other 8anking Institutions 20, 350. 64 10.3  34,625.90
C. Investment Houses 1,348,99 0.7 16,184.50
0. Rural/Thrift Banks 3,166.35 1.6 27,518.41
E. Finance Companies 301.40 0.2 -~ 245.20
T 0T AR L - 198,100.97  100.0 303,503, 56

Source of Basic Datas Centisl Bank of the Philippines


http:303,503.56
http:198,100.97
http:27,518.41
http:3,166.36
http:16,184.50
http:1,348.99
http:34,625.90
http:20,350.64
http:224,829.55
http:172,933.58

AdOD F1Ey vAy 1538
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Table 10

VOLUME OF DEPOSIT SUBSTITUTE TRANSACTIONS
1983 and 1988

BY TYPE OF BORROWER,
(In Million Pesos)

18g3 1988

Borrower Volume z Volume 4

A. Commercia' Banks 265,251.79 73.0 42,822.98 38.5
B. Investment Houses 49,382.15 13.6  42,268.47 33.0
C. Financing Companies 36,174.48 8.9  22,884.18 21.1
D. Savings Banks 7,456.41 2.1 44472 0.4
E. Other Banking Inst. S,333.33 1.5 0.00 C.0
T 0T R L 363,504.20 100.0 108, 420.34 100.0

—— =

Source of Basic Bata: Central Bank of the Philippines


http:108,420.04
http:363,604.20
http:5,339.39
http:7,456.41
http:22,884.18
http:36,174.46
http:42,268.47
http:49,382.15
http:42,822.98
http:265,251.79

2S5

Table 11

VOLUME OF DEPOSIT SUBSTITUTE TRANSARCTIONS
BY TYPE OF INVESTOR, 1983 and 1988
(In Million Pesas)

Investor

" Commercial Banks

Individuals

Other Private Corperations
Other Banking Institutions
Investment Houses
Trust/Pension Fund
Rural/Thrift Banks

Other Government Corp.
Finance Companies
Investment Companies
Private Insurance Comp.
Government Insurance Comp.
Lending Invest.ors

Security Dealers

National Government

Local Government

Source of Basic Data:

1983 1988
Volume 4 Volume “
134,473.01 37.0 36,483.82 33.7
23,217.91 6.4  31,851.53 29.4
S2,100.78 14.3 | 13,222.88 12.2
52,305.52 14.4 3,433.59 3.2
35, 309. 46 9.7 15,984.72 14.7 -
12,754.77 3.5 3,995.31 3.7
14,808.72 4.0 2,023.80 1.9
12,591.40 3.5 1,221.44- 1.1
20,093.06 5.5 42.77 .0
1,150.97 0.3 31.73 .0
2,712.03 0.7 77.47 0.1
35.31 .0 - -
751.56 0.2 S1.00 .0
1,459.21 0.4 0.30 .0
30.49 .0 - -
- .= 0.05 .0
363,604.20 100.0 108,420.41 100.0
Central Bank of the Philippines


http:108,420.41
http:1,459.21
http:2,712.03
http:1,150.97
http:20,093.06
http:1,221.44
http:12,591.40
http:2,023.80
http:14,608.72
http:3,995.31
http:12,734.77
http:15,984.72
http:35,309.46
http:3,433.59
http:52,305.52
http:13,222.88
http:52,100.78
http:31,851.53
http:23,217.91
http:36,483.82
http:134,473.01

Table 12

VOLUME OF COMMERCIAL PRPER TQHNSHCTIONS'
BY TYPE OF ISSUER’, 1883 and 1988
(In Millian Pesos)

1983 1988

Borrougr' Volume b4 Volume Z

A.  Non-Financial. 9,049.12 37.7 16,833.28 93.3
B. Financial 14,348.56 62.3 116.98 0.7
T 0T L 23,997.68 100.0  18,950.25 100.0

Source of Basic Oata: Central Bank of the Philippines


http:16,950.25
http:23,997.68
http:14,948.56
http:16,833.28
http:9,049.12

VOLUME OF COMMERCI
BY TYPE OF INUY

Table 13

AL PAPER TRANSACTIONS
ESTOR, 1983 and 1988
(In Million Pesos)

Iovestor

r'xL.HIcn'ﬂmDOm:n
llo.ocoqculotcc

VoOZx

Commercial Banks
Individuals

Other Private Corporations
Other Banking Institutions
Investment Houses
Trust/Pension Fund
Rural/Thrift Banks

Other Government Corp.
Finance Companies
Investment Companies
Private Insurance Comp.
Government Insurance Comp.
Lending lnvestors

Security Dealers

National Government

Local Government

14,689.38
6,305.42

N oy

]
(@]

I

1988

Z Volume Z
0.5 801.23 4.7
1.2 8, 140.91 48.0
6.3 . 6,301.11 37.2

.0 2.50 .0

.0 129.28 p.8
4.9, 964.70 5.7
0.2 87.94 0.5
0.1 31.18 0.2
4.7 B7.61 0.5

.0 165.07 1.0
1.2 238.62 1.4
0.7 0.20 .0

0 - ERR

T 0T A L

23,997.70

" 16,950.35  100.0

————

09

Source of Basic Oata: Central

Bank of the Philippines


http:16,950.35
http:23,997.70
http:6,301.11
http:8,140.91
http:1,130.26
http:1,187.03
http:6,305.42
http:14,689.38
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Téble 14

VOLUME OF GUUEQNHENT SECURITY TRANSACTIONS
BY TYPE OF ISSUER, 1983 and 1988
{In Nillion Pesos)

1983 1988

Instrument/Issuer Volume 4 Volume 4
A, Treasury Bills

(National Gov’t.) 4899.13 33.0 295266. 64 84.1
B. CBCI’s/CB Bills ’

(Central Bank) 3861.27 26.0
C. DBP Bonds 111.71 0.8 136.8 .0
D. Other Government_ Inst. 5986.9 40.3 55774.38 15.9

T 0T AR L - 14853.02 100.0  351177.82 100.0

Source of Basic Data: Central Bank of the Philippines


http:351177.82
http:14859.02
http:55774.38
http:295266.64

)

VOLUME OF GOVERNME

Table 15

NT SECURITY TRANSACTIONS

BY TYPE OF INVESTOR, 13983 and 1988

(In Million P

esos)

1983 1988
\ Investor Volume 4 Volume Z

A. Commercial Banks 2,751.68 18.5 B87,049.80 24.8
8. Individuals 1,242.64 B.4 38,376.70 10.9
C. Other Private Corporations 1,311.94 8.8 119,024.21 33.9
0. Other Banking Institutions 3,826.30 25.8 ° 7,842.85 2.2
E. Investment Houses 192.80 1.3 22,008.67 6.3
F. Trust/Pension Fund 1,499.17 10.1 27,696.57 7.9
G. Rural/Thrift Banks 168.92 1.1 12,888.07 3.7
H.  Other Government Corp. 1,672.45 11.3  12,475.34 3.6
I. Finance Companies . 36.47 0.2 4,585.82 1.3
J.  Investment Companies 77.98 0.5 3,705.33 1.1
K. Private Insurance Comp., 2,0S0.87 13.8 4,464.64 1.3
L. - Government Insurance Coamp. 0.00 - 9,676.65 -
M. Lending Investors -0.00 0.0 606.71 0.2
N. Security Dealers 27.79 0.2 473.03 0.1
0. Nationa] Government 0.00 0.0 287.24 0.1
P. Local Government 0.00 A= 5.00 -0

T 0O T R L 14,859.01 100.0 351,177.69 100.0

Source of Basic Data: Central

Bank of the Philippines


http:351,177.69
http:14,859.01
http:9,676.65
http:4,464.64
http:2,050.87
http:3,705.39
http:4,595.82
http:12,475.34
http:1,672.45
http:12,888.07
http:27,696.57
http:1,499.17
http:22,009.67
http:7,842.85
http:3,826.30
http:119,024.21
http:1,311.94
http:38,376.70
http:1,242.64
http:87,049.80
http:2,751.68

Table 16

VOLUIME AND WEIGHTED INTEREST RATES (WATR)
ON MONEY MARKET TRANSACT IONS
BY MATURITY OF PAPER

Volume WAIR
Maturity (Days) (MRS - fohe 1085
Demand (IBCC) 32.354 14.2
(84.6) ,
Demand 302 11.9
( 0.8)
1-7 2103 13.5
‘ ( 5.5)
8-15 358 13.6
( 0.9)
16-30 414 15.1
( 1.1)
31-45 1106 l4.6
( 2.9)
46-460 804 14.3
( 2.'1)
61-90 629 14.2
( 1.6)
71-120 103 16.1
( 0.3)
121-180 10 15.7
’ (0.02)
181-730 26 17.3
. v ( 0-1)
Over 730 days 47 17.0
———————————————————— Tt oTyy -
T 0 T A L 37,256 14.2
(100.0)

_—..-_..__._._~...__..__—___—...._......___-—_—__...__._.—_.__._.._.—...._
__..._..._._—..—__......_..__—..~__..__._..._.__....~—._—._-...._..._._.~

Source: Central Bank Philippine Financia]
Statistics (Jan.-June, 1989),



Table 17

Number of Listed Companies, Listed Shares,
Mar ket Capitalizatiocn 2 Trading Value

Mz, of N, of Mar ket Trading

Listed Listed Capitali- YValue

Companies Shares zation (Fm) CFm)
1§BD 135 273 26432 4651
1981 130 277 14235 129
1382 . 200 =87 18172 1215
19583 208 300 ) 19445 5365
13584 143 237 16486 208z
1985 138 207 12741 2067
1986 130 135 41214 1147
1387 158 Qlé £1108 3133z
1388 1441 223 88532 18251
1589 144 =236 260470 SO730

Sources:

International Financial Corporation, Emerging Stock Markets |
Factbaolk 1930

Foundation for Advanced Informaticon and Fesearch, Financial
and Capital Markets in Asia )




Table "18

Amount of Funds Faised in the S5tock Mar ket
(Manila Stock Exchange)

New Additirnal - Tatal

Listings Listings Amaount

M. Amt. C(Fm) N, Amt.éPm) CFPmd

1980 5 2I0.0 16 5688.1 1808. 1
1381 5' E30. | 14 731.2 1482, 1
1982 1% 1281.7 5 275.0 1556.7
1983 1z 343. 1 10 ZEZ3. 3566.5
1984 4 215.0 3 35.0 250, 0
1985 4 433, 0 7 270.8 - 764.8
1986 11 . 598.5 7 248.3 B06.8
1387 i4 1167.5 17 956.6 2124, 1
1388 3 2186.7 6 2932.7 5119, 4
1983 13 2306.8 26 4103.5 E4H1E.3

Source: Foundation fer Advanced Information and Fesearch,
Tinancial and Capital Markets in Asia

e



Table 19

AUTHRIZED ACTIVITIES (F VARIOUS Braix CATERRIES
BRSED ON THE vENDED EANKING LS

Theift Banks
Expanded Coasercial Bants T Rural
Author i zed Coazercial (KBs) Savings & Private Savings Banks
Activities Banks \-Hortqage Dev, and Loan
(Unfbank)  Docestic Foreign Bants Banks  Ascocfation
N\\\\_
.

A. Conserc{a] Bank ing

Services
L. Accept deposits 1 1 1 1 1 1 1
2, Issue L' and a/ a/ a/
accept drafts 1 1 1 1 1 ! !

3. Discountinq of

Proaissory notes

and coazerciy)

papers 1 ! 1 ! 1 ! Tl
4. Foreign exchange

transactims 1 1 H 1 1 1 H
3. Lend dney against

security 1 1 1 1 1 1 1

B. Nationwide Branching
Operations 1 1 1 ! .1 1 1

- € Equily Investaents in !
Allied lhdertakinqs 1 11 u 11 1 1l 1l

D. Equity Investaents fn
Non-Al1ied v
Uhdertakings ! ? ' ' ! " '

E. Trust Operation 1 1 b¥ 1 1 1 1l

. Fu Issue Rea) Estate

and Chatte) Mortgage, bongs

Buy and Sel} Thesa for

Its O Account, Accept/

Receive ip Paysent or

35 Aeortizatiom of [oan | 1 1 ! ! ! 1



TABLE 19 (cont'd)

1) (2) (3)
Thrift Banks
Expanded  Comerciy) Banks — Rura]
futhorized Coanercial {KBs) Savings & Private Savings
fctivities Banks T lortgage ey, and Loan

(hibank)  Dosestjc Foreign Banks Banks  fssociation

Banks *-

6. Direct Borroning _
with Central Bank 1 1 1 1 1

H. Activities of an
Investaent Houses

L, Securities .

underwriting ! ' t ’ (O
2, Syndication

activities 1 1 1 1 1 1
3. Business develop-

sent and project

inplesentation 1 1 1 1 1 1
4, Financial Consul tancy : :

and Investrent 1 1 1 1 1 i
3. Mergers and

tonsolidation 1 1 1 1
b Research ang studies 1 1 1 1 1
7. Lease real and/or

persmnal properties ¢ H H H 14 H
I11, Money Market b/ b/ b/ I b/ b/

Operation 1 1 | H 14 !
—_—_—

I~ futhorized Activities | - Authorizeg but subjected tp Honetary Board Approval
’- Not-authorized/prohibited _

y
Lisited only to dosestic Les ang grasys,

b ;
The lending side nay be done by ) ban) s without prior CB approva],

The borrowing side (quasi-banking) 83y be exerclsed only with prior
(B appraval for ai) bank,

Source:  POCP, *thiversa] Banking in t1e Philippises® Philippine Business Review, Vol, 13

(Fourth Paarter, 1990 y Table I,

b7



Table 20
Sources of Funds, 1'930
tIn millicn pesos)

Commercial Thyift Fural Si5Bs Neon-banks C1
Ranks Banks Ranks
Liabilities
Depasits. 3132979 Z2EB3TY . 7010 12189 121 2
" (62,5 (7. 00 (52,13 £20. 93 oL
Borvowings 31678 2120 2925 817 16924

C10.3) 8.0 £18.6) C3.5) 20,60

Dthers Bx136 =883 - 1644 - 10309 20286

(16.4) t7.7) C1z.2)  (Z27.2) 30,7
Capital Accounts  S4290 deed 6 2280 5215 ZB68&
€10.8) €11.9) C16.9y (32,9 (43,40

Tatal 501140 37294 13453 401320 EGOZT7
C10O0,. 0O) C1O0, Q) (100 ﬂ)'(100_03 C100,0)

Source: Fact Book, Fhilippine Financ-ial System 19330

11 Far Non-bank: finanzial intermediaries % Non-bank thrift
instituticmns :

21 For non=stoe Savingcj 2 loan AssocCiacions onl

Figures in parenthesis are percent to total.



TABLE 21

TOTAL DEPOSIT LIABILITIES OF BANKS
1979 - 1989 (IN MILLION PESOS)

Grand . Commercial Banks Savings Bank Private Development Bank

Total Total  Demand Savings Time Total  Demand * Savings Time Total Demand Savings Time
1979 70180.4  §7437.3 11472.7 21778.9 24185.7 4830.6 32,4 31317 1666.5  576.5 . 344 231.8

1980 30364.4 747705 12894.9 24248.7 37626.9 5385.5  162.3 3728.3  2084.9 }79.4 1.9 4299 347.6
1981 33053.2 81654 14431.6 28390.1 38832:3 4365.2  112.8 2577.8 1874.6 1191.5 1.2 660,2 . 520,1
1982 116661.5  95284.7 12981.2 34501.2 48702.3 3101 89.3 27916 2220.1 2025.5  105.4  922.8  997.3
1983 140649.2 113033 | 13397 42268 S57168° $957.8  124.3 3168.6 2664.9  2424.7 85.6  1039.6 1319.5
1984 132236.6 137216 15747 48452 73017 3138.9 67,2 1771.2  1300.5 2185.3 134 939,35 RN
1935 167372.3 148673 14935 58437 75301 5734.8 8.3 3137.3  2756.4 2765.4  130.1 1249.8  1385.5
1386 163927.2 146027 23217 74204 48606 7021.9 166.8  4538.4  2316.7 . 315.5  213.2 1583.4  1518.9
1387 173380.4 156308 23013 84439 43436 3170.7  218.2 6617.6 2334.9  359.8 177.7  1318.6  1500.5 -
1988 226808, | 138748 23555 110039 65154 12196.1  266.4 8838.8  3030.9 4463.9  221.4 2331.2 1917.3

1989 286652,2 252331 23525 136714 B6IS2 16542.7  1397.5 11933.7 42115 5738.9  260.5 29%.8 2463.6

Source: CB Statistical Bulletin 1989



Table 21 (Cont'd)

Year  Stocks Savings and Loan Associations Specialized Government Banks Pural Banks
Total  Demand Savings  Time Total  Demand Savings Tine Total  Demand Savings Time

1979 874.1 - 567.2 306,39  4530.8  17.1  2947.7  1586.0  1911.1 26,5 1182.2 7024
1980  1097.4 - 638.0 199.4  5581.1 26.2 4085.7 1569.2 2050.5 1.9 1265.6  771.0
1981 1466.3 - 875.0 53,2 77489 21,9 6124.2  1602.8  2427.3 35.0  1471.3 9310
1982 2187.2 .6 1126 1069.0  B462.0  16.3 6504.6 1941.1 2395.8 214 17767 11977
1383 2760.7 20,5  1228.9 1S3 6240.6 21,8 4307.9 1910.9 3591.4 23,5 2083.1 1504.8
1984 17349 13,0 934.8 7271  4645.3 22,9 6SB.1 3964.3 3316.2 17,6 1933,2  1359.4
1985 1978.5 9.9 1085.4 883.2  5201.9  17.7 7169 44623 3018.7 17.1  1966.9  1034.7
1986 2627.3  31.0  1517.2  1079.1  316B.4  26.8  314.4 2827.2 3767.1 20,5 2407.2  1339.4
1987 2279.6 - 1290.8 388.9  2915.0  23.7  251.3 2634,0 4516.3 22,7 0114 14822
1988 2440.8 - 1330.0 1050.8  36B4.3 41,4 14B6.3  2156.6 5269.0 31,3 1519.1  1718.6
1989 - 2992.2 - 1672,3 13139 1672.4

10



TABLE 21.A

SHARE OF DEPOSIT 'TYPES IN TOTAL LIABILITIES
o BY TYPE OF BANK 1979 - 1989

Commercial Banks Savings Banks Private Developaent Bank
Year Demand  Savings Time  Demand Savings  Time  Demand Savings Tiae

1979 20,0 37.9 42.1 g 4.8 34.5 A 93.7 40.2
1980 17.2 32.4 50.3 2.7 2.5 34.8 .2 33.2 44.6
1981 17.7 34.8 47.6 2.5 36.3 41.1 ] 59.4 43.7
1982 - 12.7 36.2 3.1 1.8 .7 43.3 3.2 45.6 49,2
1983 16.5 35.5 48,0 221 93.2 44.7 3.5 43.7 9.4
1984 11.5 35.3 53.2 2.1 56.4 41.4 6.1 43.0 50.9
1983 10.0 29.3 50.6 1.7 54.7 48.1t 4.7 45.2 50.1
1986 15.9 20.8 33.3 " 2.4 64.6 33.0 6.4 47.8 45.8
1987 14.7 33.8 31.5 2.4 72.2 25.5 4.9 33.3 41,7
1988 11.9 55.4 32.8 2.2 720 24,9 5.0 52,2 42.9
1989 11.7 34,2 (34,1 2.4 77.1 25,3 - 4.5 32,2 43.3
Source of Basic Data: Table 21

Stocks Savings and Loan Asso. Specialized Government Banks Pural Banks
Year Demand Savings Tine Demand  “Savings ~ Time  Demand Savings Tine
1979 0 64.9 35.1 .4 4.8 34.9 1.4 61.9 36.8
1980 0 63.6 3.4 3 71.9 21,6 .7 b1.7 37.6
1981 0 39.7 40.3 .3 79.0 20,7 1.4 60.6 -  38.4
1982 .3 30,9 48.9 .2 76.9 22.9 . 99.3 40,0
1983 .7 44,5 3.7 .3 6%.0 30.6 .7 97.4 41.9
1984 7 37,7 41.9 .9 14.2 85.3 o3 90.3 41.0
1985 ] 4.5 44.6 .J 13.8 85.8 .6 65.2 34.3
1986 1.2 31.7 41.1 .B - 9.9 89.2 ] 63.9 35.6
1987 0. 356.6 43.4 Lo . 8.6 90.4 .3 66.7 J2.8
1988 0 56.9 43.1 1.1 40.3 58.5 .6 £6.8 32.6
1989 0 35,9 44,1 0 0 0

Source of Basic Data: Table 21



TABLE 22

Uses of Funds, 1330
{In million pesas)

Commercial Thrift Fural Si5Bs Non-banks
Banks Banks BRanks
Loans (net) 239124 23051 9325 19063 35766

t17.7) (61.8) (63.3) €17.5) (54,20

Investments 63137 3144 73 10387 18774
(12.67 8.4 4.3 (27.4) (28,40

Cash 142159 7408 2473 5661 3235
C28.44) £139.9) (18.4) (14.1) .90

Others , 56720 3691 1088 4419 252
(11.3) 3.9 (B.1)  (11.0) (12.5)°

Total SC01140 I7EI4 12453 40130 LEOZ7
C100.0) C100.0) C100,0) (100,00 100,07

Source: Fact Book, Philippine Financial System 1330

1] For Non-bank financial intermediaries % Mon-ban): thrift
.'institutions

Figures in parenthesis are percent to total.

-



TABLE 23

LOANS OUTSTANDING OF COMMERCIAL BANKS BY MATURITY
1978 - 1989 (IN MILLION PESOS)

Year Deaand Short-tern Internediate-tern Long-tera

Total

1978 9163.30 (16.94)  39226.90 (5.1 354870 (10.26) 4138.80 ( 7.65 34077.30  (100)
1379 10636.80 (15.58)  37601.30 (55.08) 3788.37 (13.79 10637.30 (15,53 68264.20 10
1380 10458.20 (13.55) 49843.80 (64.57) 7746.80  (19,03) 7149,30 (11.85 77198.10  (100)
1381 10667.30  (12.33)  52823.40 (61.06)  14376.20 (17.31) 8038.20 ( 9.29 86393.20 (100
1382 9307.80  ( 9.47)  58478.00 (59.53) 17773.30 (18,10 12673.30 (12,90 38239.60 (100)
1983°  10433.80 (9.3  66792.10 (59.96)  16858.20 (15.13) 17303.60 (15.53 111387.70  (100)
1984 8322.10 ( 7.15)  61651.70 (53.87)  28226.50 (24.25) 17181.90 (14,76 116382.20 (1om)
1385 8060.50 ( 3.20)  50038.40 (57.14)  14667.90 (15.75) 14806.350  (16.91 87573.30  (100)
1986 10329.10 (12.67)  46B69.50 (56.40)  15042.10 (18.10) 10656.70 (12,82 83037.40  (100)
1387 17333.10  (18.57)  52141.10 (53.79)  21£01.40 (22.28) 3194.30 (5.6 36925.90  (100)
1988 19262.30 (15.79)  67943.66 (55.62) 25357.20 (20.79) 9510.40 ( 7.80 121973.50  (100)

1983 28616.10 (17.31)  91477.40 (57.25)  30051.00 (18.81) 3632.50 ( 6.04

Figures in parenthesis are percent to total

Source: CB Statistical Bulletin 1989

139797 (100)

15



TABLE 24

LOANS OUTSTANDING OF COMMERCI‘AL .BANKS CLASSIFIED BY
INTEREST RATE (in million pesos)

0 -4 57 8-10 11-12 1+ 15-16 11-18 19 & above Totai

50 423,70 3 54077.8) 1100}
n9y

1978 21LT0 €390 190.10 ¢ .3%) 41 22367.40 141,35 21551.70 139.55) 1108.10 1 2.05) 7811
{ s 8254.17 (100

A4 1326.10
!

1.
!

di f { 1
197¢ IBII.60 1 2,55 127169 11.86) TILEG 12800 764720 (118 23578.20 134.68) 18140, 59 (2588 o111 00 (13,355 AU 30 208010 ¢
1860 LI nero g sk HLIE 0 R G )76 oUITLEN 18333 IBERI Wi Ly i £y TR 0,
168z ZI0L6D 1 2 g2 BT830 it e e s SR R T T T o VAR ST EONBL IR ; Y
B30 840 2.8 EREIE R I O LN RN IR TR RIS E LTI 15 .o UNIE RSl
1984 080 3 5 dLn R L PR L2 B :: &7 878 e
1888 dE 0 LR LI S K S - AT LR 33310 o
102 MO 8. BELe TN Az ¢ 51 ORI 4380 Lo
S K RS ERTE 5.0 - 07 2RI PR ST FRET i AT, S I 8683277 1160
86 180 (148 1k - AL el fr o T e gaan s Hes N IR ST 12087380 1185
N S TN TR YA cL0 M3 2v v c it Spag g 1448 RO LIS SEBCOT2360.00 F a0 1g00Te (100

Source: CB Stacistical Ealletin

~>
-


http:22367.40

Table 25

Loans of Fural Ranks, 1373-138%5
CIn million pesos)

Agr i Ceomm? 1 Indrl Other Tatal
Loans 2 Adv. |

13739 3773.8 30y ZOI.0 (5 112,
1380 G410 900 219,22 (5) 120,
1381 4876.6 (a3) 263,83 (5) 147.
1382 S770.7 87 282.8 (&) Z08.
13832 6£514.3 (85 A89.6 (6
1984 6039.7 (BE d44.0 () 137.
1385 S59559.7 (84 $43.0 (T 160,
1386 S471.7 (31 S66.6 (18) 187.
1387 04,0 TEN 712.8 10y 19,
1388 S7TEI.6 (77 BGH.O 11y 53
1389 6OBE.6 (GI3) 1106.8 (1)

€3) 76,4 (2 417201 C100)
€30 13.8 (2 4£320.7 (100)
CR) 134.1 ¢4y 5a83.1 (100)
(32 B0O6.6 Sy EETO.0O 10O
€3y H2.7 G TEA2.0 11000
(3 341.7 (5 TFOZIL5 (100
CZY 47101 (7)) GEBE.D C1LOO)
(3)  SE4.5 (B)  E7IO.S 100
£330 7I0LT 1Ly TIITLO0 1000
(32 1OB3.2Z (14 79702 (100
() 1342.1 (15 8B5I.0 ¢100)

]
1
J

J

ta

ta

m
NLWUNUO~OeoUu

[m]

J

Tl e

Figures in parenthesis are percent to total.

Source: CH Statistical Bulletin, 19893



year

1979
1980
1981
1982
1983
1984
1985
1986
1987
1388

1383

LOANS OF SPECIALIZED GOVERNMENT BANKS

TABLE 26

AND THRIFT BANKS 1979 - 1989
(IN MILLION PESOS)

568s
Nat'l Local & Private
Gov't Seai Gov't
0 (0) 460.00 ( 5.14)  B435,50 (94.88)  8955.50 (100)
0 (0 417,70 ( 4.07)  9842.90 (95.93)  10260.50 (100)
0 () 230,:0 ( 1.83)  15548.20 (38.17) - 15838.30 (100)
0 423.00 ( 2.54)  16462.70 (97.46)  16891.70 (100)
0 (0) .296.30 ( 1.84)  15780.80 (3B.16)  16077.10 (100)
0 347.80 ( 2.50)  $3552.70 (97.50) 1390Q.50 (100)
53.16 (.41) 3128.20 (24.14)  9779.80 (75.46)  12961.10 (100)
230 (.01) 981,40 (14.74)  5677.80 (85.25) 6653.90 ¢100)
Jd0 (0 136,30 ( 2.28)  5841.50 (37.72)  5977.90 (100)
0 () 112,50 ( 1.80)  £129.50 (98.20) 6242 (100)
0 (0 109.50 ( 1.4D 7634.30 (98.5%)  7744.40 (100)

11 Consisting of DBP and PAB. Starting 1986 and thereafter,
data reflects after transfer of selected accounts to NY of one
specialized governaent bank,

Figures in Perfentages are percent to total:

Sources CB Statistical Bulletin

Thrift Banks

N R

0(0) 0(0) 515,30 (100)  5151.90 (190)
0(0) 0 £633.80 (100) 6633.80 (100}
0.(0) 0 756,70 (100Y 756170 (100)
00y 0 (0) 8007.40 (100) 8007.40 (100)
0 (O 0 () 10737.90 (100Y 10797.90 (100)
00 0 f0) 967060 (100)  9670.60 (100D
0.(0) 0 (0) 80604.50 (100) 8004,50 (100)
0.(0) 0(0) 9526.60 (100) 39526.60 (100)
0.(0) 0 (0) 11946.70 (100) 11946.70 (100)
0.(0) 0 (0) 1441630 (100) 14416.90 (100)
0 (0) 0 (0) 20562 (1009 20562 (100)



TABLE 27
INVESTMENT BY SECURITIES; BY BANK TYPE
1979 - 1989 (IN MILLION PESOS)

Bank Type 1979 1980 1981 1982 1983 1984 ° 1985 1386 1387 1388 1989

Comaercial Banks

Nat'l Gov't 3134.0  3334.6 5382.8 BB47.9 11121.0 13658.0 11876.0 20049.0 22373.0 34741.0 51039.0
Local & Sewi 923.0 1314.4 12820 2013.8 2014.0 2512,0 2353.0 1753.0 936.0 1388.0 1063.0
Gov't

Private 1326,0  1763.2  2657.3 13t1.5 4549.0  B653.0  7551.0 6917.0 7n20.0  6401.0 7231.0
Foreign 61.0 45.6 116.3 211.9 614.0 1348.0 1985.0 600.0  1421.06  14R3.0 1535.0
CBCIs 7110.0  6163.6 53B4.0 43040 3466.0 3070.0 1172.0 272.0 282.9 146.5 76.0
CB bills - - - - - 2395.0  6463.0  4380.0 101.0 41,0 -
CB Notes . - - - - - - - - - 432,0 -
Total 12534.0 13314.4 15422.4 18687.1 22564.0 32278.0 31424,0 34571.0 32141.0 44612.0 61941.0

Thrift Ranks

Nat'l Gov't 207,7 332.0 311.5 731.0 369.0 3734 1392.0  1771.4  i332.3 31103 1212.4
Local ¥ Seai 548.9 723.6 176.6 bl16.5 815.3 422.6 836.9 718.1 263.5 310.6 441.4
Gov't

Private 64.9 251.4 295.4 390.1 270.9 276.0 96.5  .103.5 5.4 193.0 311.8
Equity Invest, oA 99.0 26.0 41.3 57.5 36.7 17.2 18 7.1 2,27 31,1
Total 821.2 1366.0  1409.5 1779.5 1712.7  1128.7 2342.6 611 23193 3643.1  4002.7
568s 1)

Nat'! Gov't 1459,2 1410.1  1613.1 1741.3 1472,8  1820.8  2440.4 861.7 4281.4 418%.%  2695.7
Local ¥ Seai 379.4 409.2 265.9 460.7 306.5 50.8 646.3  506.8 B1.0 109.4 92,7
Gov't

Private 334.1 652.9  1210.9 202.1 388.4 302.9 7.2 237.9 208.4 358.2 326.3
Equity Invest. 2040,2 3132.7, 5428.5  7886.3 3143.5  9128.4  £395.0 769.6 240.3 121,93 123.3
Total . 4212.9 5604.9  B518.4 10290.4  11517.7 11842.9 9799.1 2376 4BI1.1 47785 3238.0
Rural Banks 114.8 130.0 {7v.8 253.1 325.9  361.5 436.2  475.9 466.7 438.2 433.0

11 Consisting of DBP and PAB

Source: CB Statistical Bulletin 1989

L



Bank Type
Commercial Banks

Nat'l Gov't
Local & Seai
Gov't
Private
Foreign
CRCIs

CB bills

CB notes

Total

Thrift Banks

Nat'] Gov't
Local & Seai

Gov't
Private
Equity Invest,
Total

56Bs 1]

Mat'] Gov't
Local & Seai
Gov't
Private
Equity Invest,
Total

Rural Banks

13 Consisting of DBP and PAB

TABLE 27 A

SHARE OF INVESIMENT IN SECURITIES; BY TYPE

IN TOTAL BANK INVESTMENI' IN SECURITIES; 1979 - 1989

]
1979

10.6

56.6
0.0
0.0

100.0

1.9
0.0
100.0

LY
48.4
100,0

100.0

1980

w0 O
O =

13.3

0.0
100.0

24.3
3.0

18.4
4.3
100.0

1.6
33.9
100.0

100.0

Source of Basic Data: Table 27

46.
0.0 .

1981

4 38.8

0.9
100.0

14,2
63.7
100.0

100.0

"1982 1983
43,
0.8 12,5
17.7 . 20.2
R
22.0 15.
0.0 0.0
0.0 0.0
0.0  100.0
41,1 3.2
.6 41
21,9 15.8
2.4 3.4

100.0 100.0

16.9 12.8
4.5 4.4
2.0 3.4

76.6 13.4

100.0  100,0

100.0  100,0 -

1984

o £

o o

10

33.1
37.4

24.5
3.0
100.0

15.4
3.0

2.6
17.1
100.0

100.0

DO W O W

1985

100.0

39.4
35.7

4.1

100,0

(2 Q-
. .
[+ o BNV

3.2

63.3.

100.0

100.0

1386

58.0
3.1
20.0
1.7

14.4

0.0
100,0

67.8
27,5

4.0

.
100,0

10.0

.4

100.0

100.0

1987

84,2
1.4

4.1
]
100,90

4.3
3.0
100.0

100.0

1388

85.4
8.3

5.5

b«

100.0

87.7
2.3

DN~
« e .
<o oW

100.0

1%

1989

1.8

10.1
3.8
100.0

100.0



Table o8

.Fatio of Leoans to Loans and Investment
13978-13390

Hanks NEF Is NETIs
All k Bs THs FEs SGEs
1378 . 81 .82 .B3 .37 .72 .73 .8
1379 . B4 .85 . B6& .37 .77 .05 37
1380 . B . B6 .BZ .37 .76 . 84 .37
1381 . 84 .86 .8 .37 .73 .8 .38
1982 .B3 .BS .87 .96 72 .78 . FI
1983 .85 .88 . 06 .96 .71 -87 =k

1984 .BZ .B3 .89 .95 .75 -0 S99
1385 . 80 .8z .78 E .72 .91 LT
1986 .75 .76 ..78 .93 .64 .90 .98
1387 .80 .B1 . B4 I3 .47 <95 RN
1988 .77 .78 . BO .94 T «S7 .33
1389 .77 77 . B4. .95 .67 .96 A
1930 .73 .7 .88 <93 .63 .63 .93

Abbreviations

FBs = cCommercial banks
TEs - thrift banks
FEs - rural banks

S5Bs - specialized anvernment banks
NEFIs - non-bank financial intermediaries
NEBTIs nan-bank thrift instituticons

Source: Fhilippine Financial System Factbaaoks, 1987-1330



TABLE 29
DEPOSITS FIR BAKKING OFFICE - BY REGIOH
(1N MILLION PESOS)

Region 1981979 190 1981 1982 1983 1984 1985 1986 1987 1368 1983 19%0  Ave.

ik §.62 §4.32 TA.9 7485 8485 89.53 98.47 113.38 100.27 118.88 16.12 184.81 20.27 110.4
Region | 6.8 670 TS 940 1182 1356 15.04 1139 2061 22.89 203 1.3 46.85 18.%0
Region |1 350 418 522 589 7.66 823 9.M 1126 15.36 16.35 2130 28.25 0.70 12.87
Region Il 6.60 7.0 .83 1019 13.38 1528 1573 18.70 22,50 24.80 3.4 (0.8 4531 20.3%
Region IV 926 5.9 608 8.2 9.90 1LM 1125 1M 1700 1808 22.97 0.2 B.90 15.06
Region ¥ L19 493 5.08 619 1.5 836 1002 1108 1501 17.82 2.8 8.H 2.8 13.35
Regioa 71 6.5 T.05 804 977 12.64 1397 1131 1908 2086 25.99 .22 43.85 .M 2117
Region VII 1188 1313 1199 M4.02 1714 2070 23.93 29.31 36.56 4275 55.02 89.77 8741 33.43
Region TIII 5.1 5.0 537 6.3 8.3 1027 1118 12.83 17.50 2.99 8.3 .29 10.16 1595
Region IX 8.6 870 828 10.03 13.2 15.33 1928 2057 27.93 .57 B8 £0.25 5.6 23.61
Region [ .15 693 1.08 .69 959 1185 13.28 1429 18.82 22.61 2128 3279 .11 16.65
Region 1] 8.05 8.39 843 1058 1256 1453 17.92 2078 26.29 28.32 .21 4455 5269 2.2
Region XI1 6.4 6.5 6.87 785 981 1109 13.40 1509 2175 2225 2179 R BD VIR ) WL VL |

Total 132.24 18.98 162.65 180.98 218.74 244.50 216.15 318.5' 373.47 414.38 522.06 657.18 783.51 341.05
1981-85 U71.83
1986-90 $50.12

Source of Basic Data: Fact Books, Philippine Financial Systes, 1978-19%0.



TABLI 30
LOANS-T0-DRPOSIT RATIO (%) - BY REGION

Region 1078 1979 1980 1981 1982 1983 1984 1985 1985 1067 1988 1989 1390  dve.
i Ly LS L4 15 14 16 16 12 13 08 08 0.8 09 13
Region | 08 0.8 08 07 0T 07 05 05 04 04 64 03 03 06
Bogion Il 2.4 20 20 20 19 19 15 13 10 06 05- 05 01 14
Bgin Ill 12 12 12 11 10 09 08 05 06 06 05 05 05 08
Bgion Il 0.9 09 08 09 08 0T 0.6 05 04 05 04 05 05 0
Region ¥ LEL2 e e 1 1 10 100 08 06 05 06 05 10
Begin 71 2.0 21 20 22 19 18 15 14 12 09 09 07 05 L%
@ Begln 1Il L7 13 14 13 L1 10 09 05 05 05 05 06 06 09
A Bgin VIII - L1 10 13 12 11 12 08 08 05 05 04 03 03 08
iy Bgon Il 08 09 10 10 08 10 08 06 05 o4 03 02 03 01
< Region LEVLL 18 18 18 1.2 0.9 08 08 06 05 06 06 0
= Beglon Il L0 1113 12 12 11 08 01 06 01 06 05 08 09
> Begion {13 L4 L5 05 L4 L3 10 08 05 04 04 03 03 09
1
= Total .92 1683 140 146 1600 1577 12.68 1081 906 T 6T 6N ST 103
2 1981-85 1.5
< 1986-90 1.3

Scurce of Basic Data: Fact Books, Philippize Financial Systes, 1978-19%0.

1%
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TABLI 31

RAIKING OPFICES PER KURICIPALITT/TONN, BY RIGIOH

Region 378 1979 1980 1981 1982 1983 1984 1985 1386 1987 1988 1989 1330  Ave.
IR ¥ 160 945 981 1040 1023 1140 1113 .28 10.5 10.20 9.% 10.00 9.80 9.4
Region | L3 15 155 160 2.02 170 165 1.5 LY 150 150 1.50 160 1.58
Region 1 0.85 09T 098 110 12 110 1.03 0.97 090 0.0 0.9 0.8 0.9 0.9
Region 111 2.2 312 331 3% 470 A0 33 329 320 310 300 290 310 3.3
Region IV 1.8 2,06 208 2% 315 240 2.9 22230 2% 2% 2.3 .40 .m
Region 7 LI5 130 13 140 178 136 1.7 L2313 120 120 L2 120 131
Region ] LT6 19T 203 216 310 210 2.1 137 2.0 1% 1% 180 2.00 2.06
RBegio V11 136 L4 162 L0 2.48 L8O LT 167 160 160 1.60 1.5 170 1.8
Begion VIII 0.5  0.62 0.67 0.0 0.7 0.70 0.70  0.65 0.60 0.60 0.60 0.60 0.60 0.54
Region 1Y 0.60 0.0 075 L0 105 0.0 0. 0.7 0.0 0.70 0.3 0.70 0.0 0.7
Region I LI L 128 10 166 140 1.3 L L3 L3 L3 L2 L3 L3R
Region II 200218 229 2% 302 240 .07 216 210 210 210 2.00 220 2.
Region X1 0.64  0.70 0.76 0.80 0.9 0.% 0.2 0T 0.80 0.80 0.0 0.80 0.80 0.78
Total 20.8T 1780 28.59 2.0 .11 350 20.60 28.93 28.80 28.20 27.80 21.40 28.30 28.40
1981-85 31.88
1986-%0 8.1

Source of Basic Data: Philippine Pinameial Systes Ract Books, 1978-1990.
3/ Sub-divided into ouaber of service areas per city/municipality



TIRLE 32

OUTSTARDING PUBLIC DEBT BY LEVEL OF GOVERNNINT 1/
(1N HILLION PES0S)

1EAR FATIORAL GOVERNHEN?

Internal 1 Shars xternal 1 Share Sub-Total
1970 4,019.5 100.0 0.0 0.0 4,019.5
1971 4,286.1 100.0 0.0 0.0 4,286.7
1972 5,607.8 100.0 0.0 0.0 5,607.8
1913 1,204.2 100.0 0.0 0.0 1,294.2
1974 9,817.0 100.0 0.0 0.0 8,877.0
1975 11,415.5 100.0 0.0 0.0 11,415.5
1976 13,175.5 190.0 0.0 0.0 13,175.5
1977 15,262.2 1000 0.0 0.0 15,262.2
1978 17,838.8 91.5 1,857.3 8.5 19,496.1
1979 19,086.6 91.1 1,858.2 8.9 20,9448
1980 21,875.5 80.5 2,305.4 8.5 24,180.9
1981 28,687.1 89.5 3,370.1 10.5 32,021.2
1982 35.343.8 90.3 3,190.0 8.7 3,131.8
1983 13.469.9 9.1 4,475.6 5.3 47,945.5
1984 59,665.5 2.7 1,690.6 13 64,356.1
1985 17,353.2 93.6 5,149.4 6.4 82,602.6
1986 108,085.2 95.3 5,361.6 17 113,446.8
1987 150,751.2 96.1 6,047.7 3.9 156,798.9
1988 185,015.3 97.0 6,025.7 3. 201,041.0
1989 225,211.8 97.4 5,907.1 2.6 231,118.9
1990 3,193.4 81.5 6,121.7 2.5 249,921.1
1991 2/ 21,416.6 100.0 0.0 0.0 ,416.6
Average
{1970-90) 61,786.0 95.9 4,314.65 8.67 64,474.10
Ave. Annual
Gromth Rate
{1870-90) 0.2

1/ excludes dollar treasury bills

2/ as of Juse 1991

Source of Data: Central Bank of the Philippises
Bureau of Treasury

BEST Availaiit COPY %-‘72


http:64,474.10
http:4,374.65

TABLE 32 (cont'd)

IER

LOCAL GOTERNNENT

Internal X Share Ixternal 1 Shara Sub-Total
1970 107.2 100.0 0.0 0.0 107.2
1971 103.8 100.0 0.0 0.0 103.8
1972 106.3 100.0 0.0 0.0 108.3
1973 96.3 100.0 0.0 0.0 96.3
194 107.8 100.0 0.0 0.0 107.8
1975 121.6 100.0 0.0 0.0 121.8
1978 168.1 100.0 0.0 0.0 168.1
1977 5.9 100.0 0.0 0.0 219.9
1978 219.0 99.9 0.3 0.1 219.3
1879 289.4 99.9 0.3 0.1 289.7
1980 335.9 99.9 0.3 0.1 338.2
1981 335.9 99.4 2.0 0.6 3919
1882 120.9 9.5 1.9 04 228
1983 1.3 99.3 2.9 0.7 430.2
1984 174.0 9.4 2.9 1.8 176.9
1985 182.4 98.4 3.0 1.8 185.4
1986 161.3 9.2 3.0 1.8 164.3
1987 116.0 100.0 0.0 0.0 118
1968 116.0 100.0 0.0 0.0 116
1989 116.0 100.0 0.0 0.0 116
1990 0.0 0.0 0.0 0.0 0
1991 2/ 0.0 0.0 0.0 0.0 0
bverage
(1970-90) 199.4 9.6 1.84 0.79 200.28
bve. Anpual
fronth Rate
(1970-80) -1.7

BEST avan_aerr copy

4

\I\



TABLE 32 (cont'd)

TEAR
Internal
1970 3,064.0
1974 3,314
1972 3,981.3
1913 5142.9
191 6,504.9
1975 9,205.4
1976 10,052.8
1977 11,882.6
1978 14,351.4
1979 17,450.6
1980 18,970.2
- 1984 20,345.8
1982 21,781.9
1983 18,892.6
1984 26,231.1
1985 0,101.9
1986 36,105.1
1987 10,233.1
1988 12.047.6
1989 11,921.8
1990 - 10,648.1
1991 2/ 22,811.9
Average
{1970-80) 14,881.2
Ave. dnnual
Grouth Rate
{1970-90) 1.1

GOVERRHERT CORPORATION
I Share External % Share
82.3 659.1 1.7
83.2 668.6 16.8
83.8 mA 18.2
87.1 759.2 12.9
86.9 1,003.2 13.1
86.1 1,502.8 13.9
80.0 2,508.3 20.0
81.3 2,18.2 18.7
19.4 3,112.6 20.6
19.0 4,639.2 1.0
15.3 8,213.1 u.1
n.9 1,932.1 8.1
69.4 9,600.1 3.6
16.1 5.,937.6 23.9
69.5 11,520.8 30.5
80.0 10,062.6 20.0
1.8 10,214.1 2.2
3.0 22,751.0 89.0
.1 22,668.0 65.3
N9 22,222.0 85.1
3.6 23,052.0 68.4
100.0 0.0
0.5 8,152.04 28.46

Sub-Total

3,123.1
3,980.0
4,760.1
5,902.1
1,648.1
10,798.0
12,561.1
14,615.8
18,084.0
22,089.8
25,183.3
28,211.9
31,388.0
2,830.2
31,151.9
50,194.5
46,319.2
32,984.1
3,115.6
3, 143.8
33,7011
22,311.9

23,00.25

4%

05

-


http:8,152.04

TABLE 32 (cont'd)

TEAR Total Total

CRAXD 4

Internal 1 Share External ¥ Share 10TAL Share
1970 1,190.70 91.60 659.10 8.40 1,849.8 100.0
197 1,701.90 92.01 £68.60 1.99 8,370.5 100.0
1972 9,701.40 92.62 173.40 1.8 10,474.8 100.0
19713 12,533.40 94.29 759.20 5.1 13,292.6 100.0
1914 16,629.50 9.3 1,003.20 5.69 17,632.7 100.0
1975 20,838.50 93.27 1,502.60 8.73 22,341.1 100.9
1976 23,394.40 90.32 2.508.30 9.68 25,902.7 100.0
1977 21.364.70 90.92 2,133.20 9.08 30,097.9 100.0
1978 32,469.20 85.81 5,370.20 14.19 37,8394 100.9
1979 36,626.60 85.00 6,497.70 15.00 13.32.3 100.9
1980 11,181.60 82.86 8,518.80 17.14 19,7004 100.0
1981 19,333.80 81.38 11,304.20 18.64 60.643.0 100.0
1962 57,552.60 81.12 13,396.00 18.68 10.948.6 100.0
1983 62,789.80 -85.1 10,416.10 14.23 13,205.9 100.0
1984 86,076.60 84.15 16.214.30 15.85 102,290.9 100.0
1985 117,667.50 88.48 15,315.00 11.52 132,982.5 100.9
1986 144,351.60 90.23 15,638.70 8.7 159,990.3 100.0
1987 161,100.30 84.83 28,798.73 15.17 189,899.0 100.0
1988 207,178.90 87.84 28,693.687 12.16 235,872.8 100.0
1989 237,249.60 89.40 28,129.11 10.60 265,378.7 100.0
1980 254,442.50 89.11 29,179.75 10.29 283,622.2 100.0
1991 2/ 297,234.50 100.00 0.00 0.00 297,234.5 100.0
Average
(1970-90) 16,837.15 88.38 10,860.95 11.62 87,698.1 100.0
Ave. Aonnal
Growth Rate
{1870-90) 2.0

BEGT AVAILABLE COPY

e


http:10,860.95
http:76,837.15
http:297,234.50
http:29,179.75
http:254,442.50
http:28,129.11
http:237,249.60
http:28,693.67
http:207,178.90
http:28,798.73
http:161,100.30
http:15,638.70
http:144,351.60
http:15,315.00
http:117,667.50
http:16.214.30
http:86,076.60
http:10,416.10
http:62,789.80
http:13,396.00
http:57,552.60
http:11,304.20
http:49,338.80
http:8,518.80
http:41,181.60
http:6,497.70
http:36,826.60
http:5,370.20
http:32,469.20
http:2,733.20
http:27.364.70
http:2,508.30
http:23,394.40
http:1,502.60
http:20,838.50
http:1,003.20
http:16,629.50
http:12,533.40
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http:7,190.70
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ORTSTANDING PUBLIC INTIRMAL DEBT BY LIVEL OF GOVERNNENT 1/

TBLE 33

gt Lational 1 Loeal 1 Govercasnt 1 T0T4L !
Goverzaent Share  Government Share  Corporation Share Share
1970 4,019.8 55.9 107.2 1.5 3,084.0 2.6 1,181 100.0
1911 1,286.7 5.1 103.8 1.3 3,311.4 43.0 7,700.5 100.0
1872 5,607.8 51.8 106.3 1.1 J3,987.3 4.1 9,701.4 100.0
1973 1,284.2 58.2 96.3 0.8 5142.9 {10 12,5334 100.0
1974 9,877.0 59.4 107.6 0.5 5,844.9 40.0 16,629.5 100.0
1975 11,415.5 5.8 121.6 0.6 9,295.4 TR 20,838.5 100.0
1976 13.175.5 56.3 186.1 0.7 10,052.8 43.0 23,394 .4 100.0
19717 15,262.2 55.8 219.9 0. 11,882.6 3.4 27,3847 100.0
1978 17,838.8 5.9 .0 0.9 14,3514 .2 32,188.2 100.0
1979 19,086.6 51.8 289.4 0.8 17,450.6 7.4 26,826.8 100.0
1980 21,875.5 8.1 33.9 0.8 18,970.2 {5.1 41,181.8 100.0
1981 28,657.1 5.1 335.9 0.7 20,345.8 {1.2 $3.338.8 100.0
1982 35,343.8 61.4 420.9 0.7 21,781.9 3.9 57,552.6 100.0
1483 43,469.9 69.2 21.3 0.7 18,892.8 3.1 62,789.8 100.0
1984 59,685.5 69.3 17140 0.2 26,237.1 3.5 86,075.8 100.0
1985 11,353.2 85.7 182.4 0.2 40,131.9 A 117,667.5 100.0
1985 108,085.2 0.9 161.3 0.1 36,108.1 2.0 144,251.8 100.0
1987 150,751.2 3.6 116.0 0.1 10,233.1 6.4 161,100.3 100.0
1988 195,015.3 9.1 116.0 0.1 12.047.6 5.8 207,118.9 100.0
1989 225.211.8 94.9 116.0 0.0 11,921.8 5.0 231,29.% 100.0
19%0 43.793.4 95.8 0.0 0.0 10,649.1 1.2 54,442.5 100.0
1991 2/ M, %6 92.3 0.0 0.0 22,817.9 1.1 297,24.5 100.0
Average
{1970-90) 61,766.0 86.2 189.9 0.6 14,881.2 3.2 16,8311 100.0
dve, Annual
Grouth Rate
(1970-90) 23.2 1.1 1.1 9.9
1/ excludes dollar treasury bills
2/ as of June 1991
Source of Data: Central Bank of the Philippines
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OUTSTANDING FUBLIC INTERMAL DEBT BY INTEREST RATL 1/

TABLE

(IN 8ILLION PESOS)

Y!AR, No 1 Htodt 31 to Y b £ to <73 1 71 to <10 1 108 to <13% 1 13% and Qver 4 TOTAL . !
Interest  Share Share Share Share Share Share Share Share

1970 93.7 6.3 490%0.2 282 17032 ] 6.4 100 1,837  25.8 336 8.0 0.0 0.0 7,910 100.0
1971 L3 58 LAE.S 240 15863 206 MLT 97 377 124 8.7 0.0 ¢ T,70L8 1000
1972 2.1 6.0 20413 211 L9B04 0.9 817.7 8.4 2,428.6 250 18853 19.2 0.0 0.0 9.70}.4 100.0
1973 888.5 6.9 24578 196 24880 205 ST 43 47066 36 LT 1L 0.0 0.0 12,534 100.0
1974 859.7 51 24054 W5 32065 197 12970 B T,182.9 430 L6020 9.6 0.0 00 15685 1000
1975 862.8 L1 2,6508 127 33833 190 24301 LT 8.626 44 22819 110 0.0 9.0 20,888.5  100.0
1976 836.4 36 3,393 15 4830 200 2,095 8.9 9.7%5.0 4§ 25606 1.0 e 0l B 100
1977 BI6.L 3.0 403 155 S 190 23T 8.2 10,8430 3.6 38927 M2 89.8 0.3 21347 1000
1978 LBLS 4l 585514 111 59468 18.3 2,250 6.9 113660 3.0 59106  18.2 1204 04 AT 160
1979 LEI3 31 Mue 15 LG 23 4904 13T 13198 %0 6,137 16.8 9.8 04 4601000
1980 2.250.5 5.5 2.46.8 6.7 10.381.6  25.2 54046 131 15,9310 3.7 4,206.5  10.2 BLe 0.8 ALIBLS 1009
1981 LU L6 2,008 41 1LMO8 8T 5085 0.4 T2 M7 65508 133 3,000.1 8.2 482156 100.¢
1982 LT 43 000 34 16507 22 5299 B8 249253 4.0 27824 47 5,680 36 8.3 190.0
1983 L1 59 LMY 18 WM 232 TS5 IL3 22313 B4 2950 43 113033 169 S2.148.0 10,0
1984 LE15.9 43 LIS 13 9918 174 4101 48 19,0733 2.2 L1608 B.915.7 5.3 B.0%6.1  100.0
1985 LULS 32 L108.0 0.9 153190 130 40885 35 102605 W7 2,009 L7 TIR1 8.0 17.667.5  100.0
1986 LI68.8 2.6 10SLE 0.8 16204 102 40082 2.8 12.730.0 8.8 95970 6.6 96.92L7 &1l WABLE 1000
1987 L8 2T 10898 0.7 15.488.0 9.6 30169 23 6207 47 165859 103 113.053.4 0.0 181,100.9  10.¢
1988 SITLS LS 10885 0.5 154068 T4 3.085.0 L5 4.580.0 2.0 208857 135 151,%08.8 130 01.178.5 10,0
1989 3.986.6 LT L0BS.3 05 4801 6.2 28824 12 35%5.0 L5 219059 IL5  183.883.1 IS 23T.49.5 1000
1990 3.867.0 L5 1,088.6 04 855 5.8 2.698.2 LI 2349 11 0.4TA 19 209549 824 BAMLY 100.0
W12/ 38123 LS LOSSE 04 L1854 5.6 200L1 10 24380 10 20,1474 8.0 208.023.5 824 252,487.7  100.0

dverage .

(1970-500 2,278 41 2415 9.3 9.8l 179 3121 1.2 10.459.7 268 T.170.3 102 42,3043 245 T6,8%9.7  100.0

dve, Anpual

Growth Rate

(1970-96} 13.4 -0.7 12.1 142 5.8 i1 151.2 19.

1/ excludes dollar treasury bills
2/ a8 of Jasuary 1991

Source of Data: Ceatral Bank of the Philippines
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TAELE 35

OUTSTAKDING PUBLIC INTERMAL DEBT BT INTEREST RATI 1/
(18 HILLION PESOS)

TEAR Yo b3 ) ST X) S § 31 to (5X b3 5 to (T8 ! 7% to <108 1 108 to <131 1 131 and Grer 1 TOTAL ‘ 1
[nterest  Share hare Share Share ohare Shars Share Share
1970 3.7 8.3 2,000z 282 1,703.2 237 6.4 100 1,8%3.7  25.8 {3.8 6.0 0.0 0.9 7,191.0  160.0
1971 4.3 5.9 18465 4.0 1,586.3 206 4.1 8.7 1T 3 £72.4 8.7 0.0 0.0 7.301.9 100.6
1972 $82.1 6.0 20473 2.1 1,904 20.2 811.7 8.4 242.6 5.0 1,865.3  19.2 0.0 0.0 9,701 .4 199.0
1973 868.5 6.9 24579  19.5  2.5968.0  20.% 533.7 L3 47088 316 1,393.7 1.1 6.0 0.0 1%.?}3.4 1“8'9
1874 885.7 5.1 ,405.4 145 3.076.8 19.7  1,297.0 1.8 1,192.8 433 1,802.0 8.6 2.0 0.0 16,835 1600
1975 862.8 4.1 2,851.8 1.7 3,983.3 191 24311 1T 8.621.8 414 20813 110 0.0 00 W0.SRS 1600
1975 836.4 3.6 3.389.3 M5 4,690 20.1 2,038 8.3  9,795.0 419 2,567.6 1.0 A 0] :3‘ff4'f 109-?
1977 816.1 3.0 4250.3 155 05,2319  19.1  2,2M.7 8.2 10.843.5 9.5 3.892.7 W2 £9.6 0.3 27.;3!.. IQO.Q
1978 1,LAW.9 41 55514 1.1 5.946.6  18.3  2,23.9 6.9 11361 3.9 5.810.8  14.2 124 04 3%.410.2 1&?‘?
1979 1,338.3 3T 2,448 1Y TSLe 213 49804 137 13.3719.8 36.7 6.132.7 16.8 1208 0d 30.498.9 lvu.?
1380 2.289.5 5.5 2,746.8 8.7 10,3816 25.2 5405 131 15,9310 8.7 4,206.5 10.2 Sle 6.9 41.}01.9 1?0.3
1981 2,498 46 2,035 LU 13408 26,7 5,138 104 1IN0 LT §.550.6  13.3 s 82 49,f25.a 1u9.y
1982 2,560.7 L3 2,001.0 416,150.7 27,2 5,229.9 8.8 24.325.3 2.0 2,182.4 {1 5,882.3 9.8 ?g.oo§.§ lgu.g
1983 3.678.1 59 L1448 L8 15546 232 1185 13 2.3 354 2,115.1 3 11,333 180 9f°74f'3 IEO.u
1984 3,670.9 &3 1,133.9 L3 149818 1.4 4,110.1 48 18.073.5 222 4,116.0 4.8 38.915.7  45.3 50.9?0.. 1uo.q
1985 LULI 32 1,108.0 0.9 15.319.0 13.0  4,083.% 5 1,208 147 2.030.9 1.7 1321 63D 117.007.§ 100.9
1956 3,788.8 2.6 1,091.8 0.8 16,214.4 1.2 4,008.2 2.8 12,730.0 8.8 9.597.2 6.6 96.921.2  87.1 144,318 100'?
1987 §31.8 2.1 1,089.6 0.7 15.489.0 5.6 3,776.9 3 67217 {.2 16.585.9 103 130534 T0.2 161.1?0.§ 100.¢
1988 39719 1.9 1,089.5 0.5 15,406.8 1.4 3,035.0 1.5 4.580.1 2.2 21.885.7 13.5 15,198 T3 207,118.% 100.?
1989 3,986.8 LT 1,089.3 0.5 14.621.1 6.2 2,882.4 L2 35750 1.5 21.205.9 11.5 183.883.1 715 237.242.? 100.9
1930 3.867.0 1.5 1.059.6 0.4 14,1855 5.6 2,698.2 1.1 2,943 1.1 20.174 1.9 200.564.9 B4 44475 10000
19912/ 3,872.3 1.5 1,089.6 0.4 14,185.4 5.6 2,701 L1 2,488.0 1.0 20,1474 8.0 208.023.9 B2.4  25,{87.7  100.0
Average .
{1970-50) 2,216 L1 2,115 9.3 9,484.1 17.9  3,122.1 1.2 10.459.7  26.8 1110, 10.2 42,3043 2.5 75,8997 100.0
dve. dnnual
Growth Bate
11970-30) 13.4 -0.7 12.1 4.2 5.8 1.7 157.2 1.9

1/ excludes dollar treasury bills
¢/ as of Japuary 1991

Source of Data: Cestral Bask of tbe Philippines



TABLE 38

QUTSTARDING PUBLIC INTERMAL DEBY
BT LEVEL OF GOVERNXENT ABD BY NATURITY
(1K HILLION ETSOS)

19712 H 1373 1 1974 1 1375 i 1976 i 1977 i 1978 1 1979 ~1 1980 ‘1 1951 :1
Share Share Share Share Share Share Share share Share Share

Vational Govervaent  5,808.0 57.8  7,294.0 %8.2 9.877.0 53.4 1416.0 S48 13,0760 %63 15,262.0 %5.8 17.839.0 549 19,087.0 5.8 21.876.0 831 28,8570 .l

Shortctern L7.0 18.3 0 2.086.0 165 L2050 137 3060 1.2 33830 M5 4300 158 5100 163 5,000 136 SN0 ILT BN
fediu-ters 2500.0 8.9 2.860.0 229 34260 0.6 300 WS 30RO B4 J00 M1 360 11§ 48R0 11T 500 15 580 o
long-tern L3220 13.6  2,362.0 188 41760 2.0 1.0 M8 S.8%5.0 284 7,850 289 8,830 25 9,30 BS ILEL0 2E 140203

Local Governaent 0 1.1 %.0 0.8 1080 0.6 180 0.6 160 07 200 0.8 290 09 2.0 08 WO 06 W &7
-_“gj Short-tera 8 0.3 8.0 01 20 0. 0.0 0.1 e 0 5.0 0.l 2.0 0l 0.6 0.0 B0l 3. x
g Hediua-tera 19 0.2 .0 01 8.0 0.2 8.0 01 00l 6.0 01 w0 03 180 0.3 180 A9 153.5' e
N long-ters 59 0.6 §.0 0.5 8L0 04 190 04 180 05 171900 07 MTO 05 L 04 1T A MR ue
* Govereseat Catp. S84 LD 5M50 410 8450 0.0 9,295.0 A6 10.052.0  43.0 118830 434 14,3810 4 114515 414 STLE 46 WDHGD LD
g Short-ters Mg T4 L7800 138 2.185.0 130 34010 183 15130 6.5 1,08.0 3.9 2,660 8.2 4,030 Lo S0 i5.2 S50 H
= Hediua-ters L8184 2.4%.0 19.9 38810 19 52240 Il TI0 N6 6900 39 B0 M8 885. I3 1420 4y LT 4
B Long-tera gz 1.3 u80 T3 48300 30 S 32 96 39 1830 BT 36990 14 3438 95 2a080 D LEbe O

1014 9,65 100.0 12.533.0 100.0 16,820.0 100.0 20.839.0 160.0 :3.394.0 100.0 27.335.0 100.0 32.469.0 1500 6.827.0 i00.0 ALIERD Mew 43,080 3

Source of Data: Philippine Finameial Statistics «Quarterly Bulletins

-

Central Bank of the Philippines



TABLE 36 {(cont'd)

1882 . 1 1983 1S 1984 1 1985 H 1955 b 1837 1 1828 13 1389 1 1930 ) lrerate Ive. laewai
Share Share Share Share . Share Share Sare Share Share  i1ST2-9) dtom date

Rt drermet BO00 0 6L4 WURD HI 980 @3 IS es L0 TLE I B OINSIS MO INILD S RING g Lomans
Hare-tern ALY 10 NESS ML WSS R QA B4 sl 85 s a LIz T WA OSULI MY sl e
Yediu-ters RIS ILERD 00 RIMO B4 S8 BE B 1e g 15 R R S NI OO R W) IR Y S [ K P
Lzg-ters PR BHIY O OILEES 195 45 0 HdBa e sdde 1o SRS FERTE P R T B N GO0 T X T4 S0 T

Local Zurerzaent e N Y S T N ST F o LIS IR B S B O
Sarc-tenn a0 we 30009 B s D5 B 2y 03 0.0 g sil.: i1l
fedia-tenn 7SR R TR R SR S T B U K B X R T R R TR Y, G009 R A OGS
Leag-ters .2 02 wea 02 AL R S K O T T T Y B S 00 LE

Breer G LI 9 B RD BT DS 0IM0 W1 HA80 50 0ome i ROEE 53 ILELD S WeEs 4 meoE: Ll
Sor-tera VELDCLE LI LIS 1SS D9 WIS I8 LALD 12 565 1 L 1g LG LE uBabed Gl
o D L B N B T R N I I P P S BN O T K B S -] M
Loog-tera BHLECRDOLED T OGS0 DSBS 30 2B 10 1800 11 1690 13 teds 11 rees LSBT e

»
"
)
@
et
3
-
-

%

Wt SLELD 1000 62.0R.0 0.8 35.076.0 1.0 U880 100.0 ML3SLO 1000 351.130.0 100.0 207.179.8 B0 2302550 W00 il 1%

IL




OCTSTABCISS PGELIC IBTUALIL LIBT BT LIGIL Of
TLORT 48D BT TR0 OF 1ESTRID!
CIF KILLIGE FISSS 193¢ - 1931

19 1 51 1978 1 151 % TR 11 1 5 IO 3 18 s

Swre Sare Sare Share e are Saare Sare
lationa] sererspent B %63 1528 4 0y CTPE IS N R U0 NS U6 T SR 08 S Y L I 0 B 1 [3 DR S X L +
Trewnurr boads LIS 1R Y B ToeeT R 5.3 KN 2§ 1.9 01 ISy sEEL M 1 S8 M us
Lorporate basdy Ly Ry Lo LA 3 RIS LT T FE R b HRH A g VA B (N
Bosetwry fustitutions 1t 0.1 - i1 13 0.0 I 0.9 § [RY N PR v R 0 0.0
bow-seaetary fnstitutions Lot 1. L% R )| TR S S TN O 5 T SO TS § W LU o B
Treasars Eills 1587 4L § LMY IR R .00 L RSN ) 9 BT HIE I BT b 3.t
Treasury boten 3808 15,0 s 1.8 Lsu 12,0 WL 1 ST T WY S R} B el 188
bremeary Botes 12 0.6 18 0.8 11 .1 L L1 L& RO YA I3 LeE LY Ly [
specal vt poaas I 1 0. Al 0.§ Al 1.0 LY .2 AR i.c 23 LE L KR W .2
dnsuaes Luabilitaes 2. K1 1.1 <l 0.8 al 4.1 il 3.8 s [ il v e oo “l ed
roninenl Lsrocn k] 1.3 &-. L3 L [N T8 SO0 LRY LR 0 (R X
Lacal Gorersaent lés 0.1 hol V. 28 0.¥ ] de kY '3 % R W] bR i 0.7
reeriaicael davaace; v 6.0 | 0.0 . 0.0 v V. ¢ v.0 3 bR ] 0.6
Losas 1% 'R hits 0.b 05 3 0.6 L6 vk A 0.1 [}H 1 {1 w1
Gs1e 3 0.1 il 6.l @ 0.1 3 0.1 X el n 1 M ol ki il
i34 1K 0.6 (£4 0.1 253 6.t W (.7 Y] 2.0 k¥ 2.6 % % 183 ']

118 v 0.0 N AL ¢ vy v 3.0 v K% ¢ (%} v 0.0 3 0.}

1.3 0 0.0 . 0.0 0 PRY 4 6.0 v 6.0 v v.0 v vy M 0.3
Teteraes paak b} 0.0 : 3.0 b} bR v vy v.u .0 MR : 0.0
Gorernaest (orporations L8 Q0 LB Gue 1381 e 1y G0 0890 G0 LM g s SRS HE I |
wrperate soady 38 Q0 LHY O N 12.8% 3.8 1L (SR I LT N I R V0 X S R (0 D R SL SN T 10 b7 X
Bonetary institotions $.481 B JRCH R T D § T 0 B L 0 X L8 18200 LY 1684 O B I LT L |
bor-sonetary lustitetion LU 15.1 L 18.3 §5 2.9 DA K] Tl 1 il .2 W T4 LI i
Treureey Bills b} L6 LW 0 14R 16 1.6% L4158 L 2.8 5.3 5.4m B4 43 i1
Treasary Jotes 0 0.0 ¢ 0.0 ¢ 0.0 ] 0.0 [} 0.0 i 3.0 [} bR L} 0.3
oIl S3B 000 2NEE e B IR0 8T MG LI INLC GLID 1.0 SIEY 1R 2% 100

>

17 Fresyo Samaags Boad,
Reconstiruetica boads,
Talong 84 Bayaa bonds

U leas ard Bligations

3

Souret: Barmae of Treasury



TABLE 37

(cont'q)

1984

4 1888
Share

4 588
Skare

1883

b 15%)
Sare

!
stare

irruge
[1519-501

!

¥ational Goversaent

Treasury Eoads
Corrorate doads

Bosetary jzstitctions
Bo-aczecary leetitutions

Treasary 2ills

Treasury dotes
Fremisory No.es

Sreciai wav . Ropas 1/
Assuses Liatilityes 2/
Frovisicaai darazces

Locai Coverzaeat

brovieicea] ddrances
Loazs

I3

H

i3

L2F

Tetepans faag

voversaent Corparations
Corparate fogds

Sazetarr izstitutions
Fro-notetary igstiturions

Treasorr 2jl)e
Treasarr Fyres

=
k__\ i

53,606

14,283
{123

4128

13,375
10.62
3.513
IR h

KEX

1,0

T

I
1§

1
{3
6.5
1.031

15,651
(.4

.41
.11

(=
L
=1

4.8 <
.83
12,3 11.53¢
S sy

Lo 140

6.3 33

g1 it

0.2 182

0.9 S
2.1 {:
0.0 3
0.1 i
0.0 {

LY

8.2 18
82 L

3331

.6
IOV

[,

8.0 78
RN bl
8.4 12333
S LR
Lo
Y |
13y

0.0 5
.9 a

0.0 Kh]
0.4 Y|
vy @

a4 nok
Y B
2.0

b L
1.9 1.:8

e 155,781

3.
. - l
v.v

o <y

A0
AT

< oo

hXY 0
E RN I

LERtAR LI/
EERERIH
ER X
R Y

K
.
R
od.
i
.
I

SRR
6.v i
R

oL AES
1.5 2.8
.3 5658
2.3 0
1.1 T4

.
Ly
£
—
e
(o}
«©<>
—
or

8.3 1.
.7 LY

. beraadi
[ L
-ee L2083
- v ane
[ ciseV!
A 1 sAn
veu 3 -t
W I3
cl.loolles
y.u

vl 1ls

0.0 0
0. 118

(.0 1
.9 {:

(PR 33
TRY 23

RY ]
5. L0

Ly OOLES

Li 137
L1 Lt
n 0
0.3 103

0.1

0.0
.0
0.t
9.0
0.0

5.8

LN

[ X WN)

.
1
0.0
0.0

-----

1.3

1.5z

—

e o
e
—
—

e Ui

5.3 1.1
0E LT
0.0 :
I B

N h yee es
(XS M-I
My e e
e d il

e
-y,
. -
PR

3 N R
V.3 e
0.y v
0.0 v

0.0 ]
0.0
0.0
0.v

3.0
0.0

5.0 1w

5.0 10.83]

LN
A LR

3.0 &
2.0 U

8.8

]
.0

9.0
v
0.0
by
0.9

{v

2l
1.8

0.2

s

:
1,83

HK

i
3,15

218543

£l.éw
5.0

1.8

L]
L5

b0
4.5

Wl
1.5
6.l
L1
Ad.e
2

0.0
.2

0.0

.02

0.0
0.6
by

18.§

12

12.8
{3

T0T4L

8.0

100.0 117651

100.0 M3l

100.0 151,109

180 37103

103.9

3.2

1.0 28440

100.0

1,250,340

100.0




L

TAELT 38

QUISTAKDIG PUBLIC LEBT BY LEVEL OF

GOTIRNXERT ARD BY INTIRIST RATES

(1N BILLICK PESOS) 1975 - 1990

1976 1 Share 1377 % Share 1976 1 Share 1378 1 Spare 1980 X Share 1981 % Seare 1982

NATIORAL GOVIRNMLNT 13,176.00  56.32 15.262.00  35.77 17.833.00  %4.94 18,087.00  51.83 21,875.00  53.17 26,657.00  %3.05 35.344.00
Ko Interest 1.086.00 .68 1,374.00 £.02 0 2.985.00 §.20  3.496.00 5.49  3,950.00 §.59  4,960.00  10.05 4,943.00
e} 300.00 1.28 400.00 1.48 403.00 1.23 400.00 1.09 460.00 06.97 400.00  0.88 400.00
31-¢8% §.045.00 3439 8,471.00 0.9 6.T45.00  ¢6.93 S.MT.00 0 5.3 9.688.00 2.5 10.31E.00 ir80 13.475.00
81-143 3.735.00 1597 5,017.00  18.33  5.407.00 1585 1.530.00 15027 TLB3S.00 19.03 12.985.00 6.3 18.503.00
y 143 0.00 0.00 0.00 .00 [0 0.5 KITY v.85 0.00 0.0 5.0 0.00 0.00
LOCAL GOVERNXERY 165.10 0.11 219.50 0.60 279.30 0.8¢ 283.37 0.19 338.00 0.82 336.00  0.68 421.00
¥o Interest

k)

Ji-¢8

§%-18 30.58 0.17 33.68 0.1 38.00 Z 5.% .10 k.58 .09 L0 0.07 Ky )|
> 18 125.52 0.5 181.82 0.80 241.60 253.81 5.8% 300.42 0.73 303.90  0.82 388.55

TILNENT CORPORATIONS 10.052.80  42.97 11,882.60  45.42 14,351.40  44.20 17.450.60  47.39 16,570.21  45.06 20,345.80 41.24 21.787.90
Yo Interest

<31

J1-<8Y 231.56 0.99 212.72 0.78 875.18 2.0 1,028.92 205 1,724.78 .18 2,054,198 £.16 0 5.553.2%
81-14 1,115.46 77 1.498.08 547 1,578.37 4.6 1,956.19 5.31  Z.182.11 530 1,931.82 .82 1,18.71
> 1 8,705.78  37.21 10,171.80  37.17 11,897.84  So.84 14,465.49  39.28 15,083.32  6.56 16,359.79  33.16 13.057.%4
CRAKD TOTAL 23,354.90  100.00 27,364.50 100.00 32,489.40 100.00 30,826.97 100.00 41,182.21 100.00 49,336.80 100.00 57,552.90

1 Share 1963
61.41 435,470.00
§.5%  §,120.00
8.7 430.0¢
1. 1L, 00800
318 20.505.00
0.3 §.00
0.73 427.00
0.0¢ 31.11
0.88 389.83
3i.66 18,892.0]
9.61 6.325.87
2.03 791.60
.18 11,775, 14

e
[ 28]
=&
Y
-
©

89.23

1294
.ol
1811
.48
0.0y

6.06
v.6z

100.00 62,783.61
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TABLE 38 (cont'd)

Average
1884 % Share 1985 ¥ Share 1380 1 Share 1987 1 Share 1988 1 Share 1959 1 Scare 1990 % Share  {1976-90)

HATIORAL GOVIREMERY $9.655.00  69.32 77,353.00  65.714 108.085.00  T4.88 150,751.00  93.56 155.015.00 S.13 225,212,030 8487 243,793.00  95.81  1,027,045.90
Yo Interest 15,092.28 1749 17.984.55  15.28  10,358.90 1.18  56,793.04 422 815177 3.95  8,2715.32 343 4,852.10 1.9 97,883.83

<3 {.146.81 .82 4.309.83  3.66 2.324.98 1.61  1.841.72 LI 1.718.06 0.83  1,331.89 0.56 1,183.02 0.46 16.852.16

31-¢8% 9.856.92 1146 10,T17.03 9.1l §.338.92 5.78  9,217.20 5.72  9.6067.98 £.67  7,436.87 kBT 8,225.97 3.23 133,905.38

8%-14% 30.603.99  35.56 44,341.53  37.68 40,726.62  26.21 88.121.40  53.46 131.949.62 63.69 163.164.75  68.81 216,935.09  85.05 583,452.58

y 148 0.00  0.00 0.00  0.00 46.335.588  32.10 46,772.8¢  29.03 43.528.07  21.01 45,003.20  18.98  10,596.82 {.16 182,851,94
[0CAL GOVERUKIN? 1.0 0.20 182.40  0.16 161.00 0.11 116.00 0.07 116.00 0.06 0.00 0.00 0.00  0.00 3,223.1
§o Interest

&)

35-<8%

BY-14% 17.65  0.02 0.00 0.00 0.8 0.00 0.0 0.0° 0.00 0.00 0.00 0.00 0.00  0.00 307.13

> Iy 155,35 (.18 182.40  0.16 16] a¢ 0.11 116.00  0.07 116.00 0.06 (.00 0.00 0.00 0.00 2,916.64
GOVERBHINT CURPORATIONS 26,237.10  30.48 40.131.90  34.11 36,105.10  25.01 10,233.10 8.35 12,047.60 5.82  11,921.81 5.03  10,649.10 {.19 271,120.47
lo Ioterest

gK) ¢

k) 81¢:) 11.686.91  13.81 17.0%6.62 14.50 23.512.71  16.29  4.641.78 2.88  4,289.40 207 1,955.53 0.82 511.98 0.20 81.383.18

8%-14% 0.00 0.00 0.0 0.00 (.00 0.00 0.0 0.00 359.94 0.17 439.18 (.19 211.10 0.08 13.063.53

> 18 14.3%0.59  16.67 23.075.28  19.61 12.592.39 8.72  5,591.32 34T 7,398.26 357 9,521.10 402 9,926.07 3.90 175,893.77
GRARD T0TAL 86.077.10  100.00 117,667.30  100.00 144,351.10 100.00 161.100.10 100.00 207.178.60  100.00 237,133.84 100.00 254,442.10  100.00 1,301,390, 14



http:1,301,390.14
http:254,442.10
http:237,133.84
http:207,178.60
http:161,100.10
http:144,351.10
http:117,667.30
http:86,077.10
http:176,693.77
http:9,926.02
http:9,527.10
http:7,398.26
http:5,591.32
http:12,592.39
http:23,075.28
http:14350.59
http:13,063.53
http:81,363.16
http:1,955.53
http:4,289.40
http:4.641.78
http:23.512.71
http:17.056.62
http:11.586.51
http:271,120.47
http:10,649.10
http:11.921.81
http:12,047.60
http:10,233.10
http:36,105.10
http:40,131.90
http:26,237.10
http:2,916.64
http:3,223.77
http:162,951.94
http:10,596.82
http:45,003.20
http:43.528.07
http:46,772.64
http:46.335.58
http:593,452.58
http:218,935.09
http:163.164.75
http:131,949.62
http:86,121.40
http:40,726.62
http:44,341.53
http:30.609.99
http:133,905.38
http:6,225.97
http:7,436.87
http:9,217.20
http:5.338.92
http:10,717.09
http:9.&56.92
http:18,852.16
http:1,183.02
http:1,331.89
http:1,718.06
http:1.841.72
http:2.324.98
http:4.309.83
http:4.146.81
http:97,683.83
http:4,852.10
http:8,275.32
http:8,151.27
http:6,795.04
http:10,358.90
http:17,984.55
http:15.052.28
http:1,027,045.90
http:243,793.00
http:225,212.03
http:195.015.00
http:150,751.00
http:108.085.00
http:77,353.00
http:59.666.00

AJUU TEY BvAv 1544

TABLE 39

OUTSTANDIRS LOAKS OF LOCAL GOVERWNENT, BY GBI
{1¥ BILLIOK PBSOS), 1976 - 1960

197 % 1977 % 197 % 1979 % 1980 X% 1981 % 1982 % 1983 %
Type of Bank Share Share Share Share Share Share Share Share
G518 3 1.9 21 9.6 20 1.2 » 12l i1 32 9.5 2 6.9 2 i1
DBP 43 86l 18 904 %9 9.8 B4 819 4 819 L .5 ¥ 9.1 A1 5.0
PiB 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 4 1.9
Lap 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 187 .6
Yeterans Bank 0 0.0 0 0.0 0 0.0 0 0.0 0.0 0.0 0 0.0 2 0.4
TOTAL 166 100.0 3 100.0- 219 100.0 288 100.0 336 100.0 336 100.0 418 100.0 541 100.0

Source: Bureau of Ireasury



TABLE 39 (cont'd)

LTI § 1985 % 1986 % 1987 ¢ 1988 % 1989 % 199 ¢ Average !

Type of Bank Share Share Share Share Share Share Share (1976-30}  Share
SIS 18 {.8 25 4.3 62 10.0 64 174 138 33.5 75 Ul 76 21.1 555 114
D8P 167 W7 336 918 37T 627 8.2 9% 234 %8 3.7 81 2.1 3,029 621
PEB 0 109 Bt 144 ki 4.9 35 9.5 3 1.6 3007 83 239 302 8.2
L8P 9 3.8 18 23.8 18 24 U 38 %5 102 3.2 102 293 % 203
Yeterans Bank 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 2 0.0




TABLE 40

QUTSTANDIEG LOANS OF LOCAL GOVERWENT

ARD BET LOAMABLE FUNDS OF 6FIS (1976 - 1990)

(IN BILLION PESOS)

bap LBp PRB TOTAL
Bet Loanable Loans H Bet Loanable Loans 4 Fet Loamable  Loazs S Jet Loanable [Loans S
V] Fards (Qutstazding Share Fuads Outstanding  Shars Runds OQutstaading Share Funds (utstanding  Share
1976 8,920.9 .0 1Ly 1,711.49 0.00  0.00 11,521.07 0.0 0.00 29,159.53 143.00 0.49
1971 12,307.85 198.00  1.61 2,200.30 0.00  0.00 16,624.00 §.60  0.00 31,131.95 198.00 0.64
1978 14,244, 10 253.00 1.8 1.423.80 0.00  0.00 20,160.54 0.00  0.00 35,828.44 259.00 0.72
1979 17,321.3% 4T WY Y 2.394.49 0.0 0.00 26,332.50 0.0 0.00 46,054.29 254,00 0.55
1980 20,261.19 L0 1.5 3.281.22 0.00 0.0 31,642.70 0.00  0.00 55,185.11 4.0 0.5%
1981 26,428.2 LM 1,15 3,896.73 0.00 0.0 39,177.00 0.00  0.00 £9,502.00 304.00 0.4
1982 32.968.08 389.00  1.18 3,915:28 0.00  0.00 51.0189.80 0.00  0.00 87,903.16 389.00 0.44
1983 42,205.38 28700 0.68 4,166.03 1.8 449 60,438.50 43.00  0.07 106,809.94 517.00 0.48
1984 47,384.68 167.00 0.3 5,053.36 149.00 2.95 12,138.10 40.00  0.06 124,576. 14 356.00 0.29
1985 34,295.28 336.00  0.98 1,754,582 138.600 1,79 50,773.10 B.00 017 92,822.% 559.00 0.60
1986 8,769.66 B1.00 5712 9,709.53 18.00 1.42 22,239.50 0.0 0.13 38,718.69 555.00 1.43
1981 8,854.25 400 1.63 8.190.66 124060 1.8 26,613.10 ¥ 0.13 43,658.01 303.00 0.69
1988 9.545.47 95.60 1.0 8,406.10 0 1M 32,592.70 3.0 0.10 50,545.87 210.00 0.53
1989 9,044.£2 88.00  1.08 8,708.14 102.00  1.17 45,832.90 3.0 0.0 §3,586.26 233.00 0.37
1930 1,215.33 8.60  0.78 14,652.20 1020 0.70 62,725.70 9.3 0.05 88.593.23 218.30 0.25
0141 %02,713.23 3.452.00 LU 85.465.05 1,08.0  1.27 575,837.24 BN 0.06 964,075.49  4,862.% 0.50
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TABLE 41

DISTRIBUTION OF SAMPLE BANKS

With Lending Hithout Londing Total Overall
By Type Twotal

Experience

Expoer icnoe

GFIs Priva

- Region 1 1 -

* Region 2 - -
Fegicn 2 2 -

. Regicn 4 - i
Region 5 -1 -
Feqgion 6 2 -
Regicn 7 27 -
Fegion B 1 -
Fegion 3 - -
Fegion 10 1 -
Region 11 1 -
FRegiaon 12 - -
NCR - -
Total 11 1

Source: Bank Survey, LEU

1

te. GFls Priv?te‘ GFIs Privaﬁe
o 2. 7 9]
. 5 4 5
e 2 2 4,
2 € 4 6
= B 4 7
1 -1 2 4
- z 1 2
! o 2 =
A 5 7 S5
. - ‘__l
27 4% | 2a 46

Credit Finanee

Study 1931

-~

<5

. [ .D-
IR Ll N=INNOOWU

[y

Q
o



TABLE 42

TYPES OF LGU PROJECTS FINANCED OR TARGETTED BY BANKS

Wilh Leanting Hithant Lending ! evcent
Erojects Evpyer iy o K'pwginnﬂ@ Tobal to Tobal
Waterworks 1 T >z 8.9
Fublic Market , <4 25 3 38.1
Slaughterhouse - 1 1 1.3
Heavy Equipment - 2 z 2.6
Barbage/Drainage - 3 -3 3.9
System
Livelihood Frojects - = S E.6
"Warehouse/Fast harvest - = = 2.6
Facilities
Any Projerct - 1" 1¢ 15.8
Tatal 5 I 71 76 100.0

Source: Banlk Survey, LU 2 ik iy ay Shouly 1991

160



TABLE 43

BANK'S CRITERIA FOR EXTENDING LOANS TO LGUs

Project
Viability
Faying
Capacity of
the Ly
Borrawing
Capacity
Collateral
Feputation aof
the Municipal
Head
Endorse by the
National Govrt

Totbal

Source: Eank Survey, LU &y oot

With Lending  Withiat Lending Total
Exparien:: EHH‘J,“N)CE
GFIs Frivate GFls Frivate GFIs Frivat
) 1 I 8 18 3
1 1 12 1z . 14 13
- - - 1 - 1
- e, - 2
- - ¢ = 4
- ! 4 1 3
10 = pole 7 cle) 23

I iviesiys e Sbudy

[0 |


http:C:t,-'.Ii

TABLE 44

TYPES OF COLLATERAL,

With Withowutk Total Over- %
‘ Lending Lending By all to
Collateral Experience Experiences Type Total Total

5FIs Private GFIn Meivabte GFIs Private

Real Estate 10 1 3 25 23 36 &3 B6.=
Chattel - - 1 ~ 1 1 1.2

Nat’l Baovrt - - 1 £ 1 € . 7 8.7
Guarantee

Internal Fev. - . - - - 1 - i 1 1.2
Alluotment

Hold--ut - - ] 1 1 i = 2.5
Deposits : '

Total 10 | =0 = ! 25 15 A0 100.0

Source: Bank Survey, LEU.Eredit Finance Study 1991

10



TABLE 45

BANK RESPONSE TO DEBT RELIEF EFFORTS
OF THE NATIONAL GOVERNMENT

With Wi Toabal Over- 7%
rending lending Ly all t
Experience Erpevyience Type Total Total

GFIs Private ©&Fi1c Fyiate 5FIs Private

Increase 6 i ) 17 15 18 33 39.3
Confidence

Decrease - a 1o to 10 0 z22.8
Confidence

Nz Ef fect 2 1 (O 11 [ 13 31 26.3

Tt al 10 = . o w7 47 £14 100,0

Source: Bank: Survey, LfU & oalit i vy Slhudy 1931



TABLE 46

LGU PROJECTS TO BE FINANCED IN THE FUTURE

Wikh Loavting Mithent Lending Fercent
Frojects Experience Ciperience Total to Total
Waterworks 1 232 = 22.3
Fublic Market 2 12 =22 30.3
Heavy Equipment - : = 2 .8
Barbage/Drainage - = 2 2.8
System v
Livelihood Frojects - & () 8.3
‘Warehouse/Fost harvest -~ = iy 2.8

Facilities

Any Freaject 1 12 14 19.
Total 5 67 7 100, 0

Saourcze:s Rank Survey, Li5U St Finance Study 1991

| 0



TABLE 47

INVESTMENT IN GOVERNMENT SECURITIES; BY TYPE

Pmrrunhvto

Type l Banl: v Total Total )
GFIc Frivale

'Treasury bills 1 . 2 32 31.6

Treasury notes 2 | € e 14.5

" CBR.bills 2 9 11 |i7.7

' Others 5 5 10 16. 1

Total ' =1 41 ez 100.0

Source: Bank Survey, LGU v odtit Finanee Shudy 19491

0%



TABLE 48

FEATURES OF ILOCAL SECURITIES

Fer-ent
to
Features Esnd n Tt al Tokal (%)
GIEY e ™vivale

. Lot Size

F1,000 % less 1 2 & 2.0
RS, OO0 1 K g 16.0
F10, 000 = 4 € 12,0
Fz0 y OO0 ey o S 10,0
FFZO, 000 10 11 2d 48,0
Does not 1 1 2.0
matter
" Total T " =0 100, 0
Maturity
1 year ' N e 34 EN. 0
2 years - 1 1 2.0
3 years 2 1 4 2.0
5 years < 2 7 14.0
J years 2 I 4 B.0O
Total w0 2 50 100, 0
Interest Rate
Fived (n=2321)
same as 5/D rate 3 3 [ 12.3
same as T/D rate - 1 1 3.7
same as T-bill rate ) - 7 2206
above S/D rate o ‘ = €.
above T/D rate J 11 15 A3,
abaove b-hill rate - -

Total 11 17 31 100,060
Floationg (n=18)
same as 5/D rate 1 1 2 11.1
Same as T/D rate - - -
same as T-hill rate v} = 7 8.9
above 5/D rate - -
above T/D rate - ? 50,0

HE)]

abave L-bill rate

RECT AVLILARLE COPY 'D(D



TABLE 48 {(cont'd)

Total r, [ 12 10O, 0
Guaranteed by th 17 A 47 921
Nat'l Gav’t n=51)
Bearer type of 13 etz 37 2.5
Certificate (n=51)
Tav-free ‘interest 20 9 43 JE. 1

income (n=51)

Source: Bank Survey, LIGU 7y i Prinan o Shudy 19391

|01



TABLE 49

REASONS FOR BANK UNWILLINGNESS 10 BUY LGU SECURITIES

Wi th l’l L’u»l_l'. Tl ] (J./r_wy-- 7
Lending P g Lty all b
Experien:o Coapea i o ey pie Tatal Total

GFIs Frivate G T P ivnke 5Fle Frivate

Low credi- - - ! A 1 3 4 11.1
bility of
LEU afficial

Nat attract- S - o 8] 7 8 15 41.7
ive invest- :
ment instyy-
ment

o

Uncertainty - 1
of safety g
acceptability
wf security

N bank: . 1 - 2 4 -~ o 11.1
pxlicy
to buy LiFU
Securities

Limited bank 1 - -~ by 1 =2 3 8.3
- funds

L5Us have ne i - 1 . o - o 5
financial

managment

capability

LEUs may not - o~ - 1 - 1 1 2.8
have finan-

cial Yesources

to redeen

security

Investments 1 - - R 1 - 1 2.8
are handl ed

by head

office

Total -3 | 7 14 16 20 36 100,06

e 0O

.Source: Eank Survey, LGU Cyei Fincmee Study 1991

| 0%



TABLE 50

TYPES OF LGU FROJKCTS FINANCRD/
TAKGETTED BY BANKS AND GOVERNNINT CORPURATIONS

GFle
Projeet e PRBs  T0TAL
0BP a/ LBP PNB SIS Subtotal

Basic Infeastructure

and Services 3 1 | 5 2 )
Social Infrastructure 1 2 2
Trading Centera 3 1 1 5 | 6
Heavy Zquipsent 2 2 ]
Cadastral Survey 2 1 J J
Slaughter Houge 1 1 2 1 3
Livelihood 1 1 1
by Project - 1 1 K|

a/ DBP bas three lending windows for LGU panely:

1) leoding window handling non-perforning LGV accounts

2} lending window handling LY accounts under BPnb

3) lending window bandling the Canibus Financing Progran recently approved
by DBP Board In 6 pilot aunicipalities



TABLE 51

CRITERIA FOR LERDING

GPIs
Criteria e PIBs T0TAL
DBPa/ LBP  PNB  GSIS  Subtotal

Project Viability I 1 1 8 5
Paying Capacity 3 1 1 1 6 5 11
Borroning Capacity 3 1 \ | 8 { 10
Collateral K| 1 1 5 5 10
Reputation of the

Hunicipality Head b/ 2 1 3 { 1
Developaent Impact

of Project | | 1 2
Indorsed by the Mational | | |

Governaent
Growth Potentials of the

lacality 1 1

a/ see footnote in Table

b/ refers to credit record and sanagerial capabllity of 146U officlals

i

R A S Y ST ey e A
ST RVALL A

110



TABLE 52

STATUS OF LGU LOANS GRANTED BY
GCOVERNHENT BANKS AND CORPORATIONS

Net Loanable Loans Out- Debt Relief
Funds standing . —
{As of Dec. {As of Dec. Granted Past Due a3/ Awount Paid

31,1990} 31, 1990) (1975-1990)  {As of Dec. 31, 1991) " Total by NG

DBP 11,215.3 87.2 280.90 15.37 115.7 89.3
(0.80) d/ (17.62) b/
LBP 14,652.2 101.8 233.31 21.26 7.5 1.1
: (0.70) d/ (9.11) ¢/ .

PHB 62,725.7 83.3 103.74 478 2.9 1.7
(0.13) d/ (5.74)

613 75.8 82.36 4.58 18 2.8
(6.03)

T0TAL 88,593.23 37.92 680.31 11.19 0.7 120.9
(0.31) d/ (11.84)

a/ excluding interest payments and other charges
b/ nuabers in parenthesis is the proportion of past due accounts to total loans outstanding
¢/ as of Deceaber.31, 1989.

d/ reflects the proportion of LGU loans to the total net loanble funds of GFls

Source of data: Commission on hudlt. Annual Reports of DBP, LBP and PNB
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COLLATBRAL REQUIRED BY BANKS

TABLE 53

GFls
Collateral oo PIBs TOTAL
DBP LBP PNB Subtotal
Real Bstate 3 i 1 5 5 10
Chattel 2 i K| k|
ational Government Guarantee 1 1 2 5 7
Internal Revenue Allotment k| 1 i 5 4 9
Hold-out Deposits I 1 i
Harketable Securities I 1
Assignwent of Income
of Disbursement | 1 i




TABLE 54

CIRCUNSTANCES OF DRPAULT

Circumatances DBP LBP PHB 6318 T0TAL

Change of Officiale i 1 1 1 4
Inefficient Fipcal

Hanagement 1 | 2

Hismanagement of Project 2 | 1 4




TABLE 55

HEASURES/ACTIONS TAKEN
TO RECOVER LGU BAD ACCOUNTS

Heasures Dap LBP PHB  GSIS TOTAL
Withold IRA 1 1 1 1
Foreclosure 1 |
Intensified Collection 1
Restructuring 1 1
Plan of Payment
Debt Relief 1 1 1 1

K



TABLE 56

BFFECT OF DEBT RELIEF PROGRAN FOR LGUs

Eifect
GFls PIB T0TAL

Increase Confidence/
Willingness to lend 2 2

Decreass Confidence/
Willingness to lend 1 1

No Effect on Bank 1 2

>



TABLE 57

ROK-HONETARY BENEFITS FROM LGU LENDING 1/

Non-Honetary Benefits DBP LBP PRB 6S1S Bpl TOTAL

Iaprove Image of bank 1 1 | 1 4
in Municipality )

Bnables bank to participate
in countryside development K| 1 | 1 6

Advertisement of the
avallabllity of Financing
In the locality | ' 1

Noae 1 |

17 2sked from banks with lendlng experience



TABLE 58

FEATURES OF SECURITIES THAT WOULD
ATTRACT BANKS TO INVEST IN LGU SECURITIES

GFPla
Features . PRBs ALL
pap PHB

Lot Size ‘
P 10,000 1 1
> 20,000 1 5
Haturity
<1 year 3
2 years 1 1
3 years | 1 2
5 years 1 1
Interest Rate _
Fixed 5 5
Floating | i 2
Rate Same as 1-Bills K| 3
Rate Higher than T-Bills | | 2 {
Guaranteed by National

Government
Yes | i 5 )
Ko
Bearer Type of Certificate
Yes | i { 8
No i i
Tax Free Interest Income
Yes 1 1 | 8
No i |

. Other Features

Safety/Security | |
Negotiability/Marketability i 1 i 3
Credibility/Reputation

of Issuen 1 1
Can be used to satiafy

ressrve requirements 3 K|
Can be zeed to satisfy

P 17 2 2
Convertibility to other

type of zovernment bonds 1 i
Nona 2 2

LBP expressed no intention of investing in government securities
for reasons that there are more attractive securities floated in
the market.

1y;



TABLE 59

FEATURES OF LOCAL SECURITIES INDIVIDUAL SAVERS

Features No. of Respondente

Lot Size

FS00
F1l,000
FS, 000

F10,000
FZ0, 000
FR20, 000

. Tc-t_:al

Maturity

-
“

year
year

years
years
years
years

NUWE -

W

Tatal

Interest Rate

Fived
Floating

Total
Level of interest rat

same as S5/D rate
same as T/D rate
same as T-bill rate
above S/D rate
above T/D rate
above t-bill rate.

Total

Guaranteed'by the
Nat’1l Gov't (n=55)

28

B
o

4]
a

PREFEK

Fercent 'ta

total (%)

7.3
50.9

=20.0

0 Ul
)~

N

100.0

100,00

72,2

27.8

100.0

2.1

ey =,

alal e uD

24,
5.6

S o
Ladl e

1.9

100, 0
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