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WEEK 19 OF 2002 

Covering Events in the Philippines from 06 to 12 May, 2002 
The Philippines Weekly Report is designed to inform the foreign business community of recent 
events that may impact on their business operations in the Philippines. You are receiving this 
report because you have indicated you wish to subscribe to this service. Should you receive this 
report in error, please contact us at ph_unsubscribe@virtual-asia.com and we will remove you 
from our mail list. 

This report is protected by copyright and may not be reproduced or further distributed 
outside of your own organization without written permission from MCA Limited.  

While every effort has been made to ensure the accuracy and reliability of the information 
provided, no responsibility can be taken should any of this information prove to be in error. 

This report can be accessed directly from our Philippines Home Page. 
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HEADLINE NEWS  
Energy consumers in the Philippines have won the first major step in the campaign to lower the 
cost of electricity in the country. President Gloria Macapagal-Arroyo has ordered the state-owned 
National Power Corporation (Napocor) to cut down its purchased power adjustment (PPA) 
charges – a significant component of current electricity bills and one that in many instances 
doubles the cost of electricity to consumers.  

See: Controversy in Purchased Power Adjustment 

The World Bank has said that the Philippines will need some US$35 billion to US$45 billion in 
fresh investments from the private sector to improve its infrastructure over the next ten years. In 
its recent policy review, the World Bank explained that further reforms are necessary if the 
Philippines is to catch up with middle-income Asian countries in terms of attracting investors to 
participate in infrastructure development. Infrastructure development is a key phrase referring to 
the construction, maintenance, and improvement of power, water, transportation, and 
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telecommunications projects. Among such projects much 
needed in the Philippines are more power generation plants, 
improved power distribution facilities, water reservoirs as 
well as water supply and sanitation services, 
telecommunication projects, ports, bridges, roads and rail 
systems.  

See: US$35 Billion Needed in Infrastructure Development 

Stable food prices kept the country’s inflation rate at 3.6 
percent YoY in April, despite a new round of oil price 
increases implemented by oil companies.  With the 
continued recovery of the Philippine peso and proposed 
reduction in power rates, the inflation rate is projected to fall 
below 3 percent in the coming months. 

See: Inflation at 3.6 Percent in April 

Local observers describe “Democracy – Filipino Style” as possibly the most “exciting” in the world, 
with a new twist and turn occurring at every opportunity, but not every Filipino is satisfied with it. 
Former Singapore Prime Minister, Lee Kuan-Yew considered it to be a recipe for chaos and it 
seems many people here would agree with him. 

See: A Question on Democracy 

A survey conducted by the local poll group Social Weather Stations (SWS) showed that 58 
percent of its 1,200 respondents consider themselves poor.  That maybe their opinion of 
themselves but the government is rather convinced that poverty incidence affects only 40 percent 
of the population. 

See: 58 Percent of Filipinos Call Themselves Poor 

Eight areas in the country have been identified as information technology (IT) hubs where facilities 
will be developed to improve Internet access and exploit the opportunities in online connectivity. 
According to the National Telecommunications Commission (NTC), these eight IT hubs in the 
country will be at Subic and Clark in Central Luzon; the University Belt in Manila; the Pasig-Ortigas 
business district in eastern Metro Manila; Makati City and Fort Bonifacio Global City district; the 
University of the Philippines-Ateneo de Manila University-Eastwood district in northeastern Metro 
Manila; Alabang-Parañaque-Filinvest district in southern Metro Manila; Cebu City business district 
in the Central Visayas; and Davao City in southern Mindanao. 

See: Of IT Hubs and Online Shopping 

The local automotive manufacturing industry has heaved a sigh of relief after the sale of 
commercial and passenger vehicles improved by 5.9 percent YoY in the first four months of the 
year, following an average 8.7 percent drop last year. 

See: Vehicle Sales Up by 5.9 Percent in 4 Months 

Monty Python Fans Roll Over!  It has finally been done – not in Spain on the Costa del 
Bournemouth but in a former and distant part of the former Spanish colonial empire. A well known 
and up market coffee shop in the Glorietta Shopping Complex is sponsoring a SPAM festival.  

See: Only in the Philippines 

Plus: News In Brief, Investment News as well as Currency and Stock information. 

Rock Around the Clock at the Hotel 
Inter-Continental 

Rockin' Revival will be bringing the 
house down every Wednesday in May 
at the Inter-Continental Hotel in Makati 
where the renowned Q & A Band will be 
bringing their own special talents to Le 
Boulevadier every Friday in May. 
Other excellent bands show casing 
their talents include Route '70, Music 
Making Company, Pido with Take One 
and DV8. 

For further details call 815 9711. 
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MAIN STORIES 

Controversy over Electricity Pricing 

Energy consumers in the Philippines have won the first major step in the campaign to lower the 
cost of electricity in the country. President Gloria Macapagal-Arroyo has ordered the state-owned 
National Power Corporation (Napocor) to cut down its purchased power adjustment (PPA) 
charges – a significant component of current electricity bills and one that in many instances 
doubles the cost of electricity to consumers.  

While this has appeased power consumers protesting the very high power rates charged by the 
country’s major distribution utility, Meralco, Napocor and the mostly foreign-owned independent 
power producers (IPPS) are not happy with the decision. 

Meralco is the major power distributor in Luzon and purchases power from Napocor, a 
government-owned corporation that owns the transmission lines in the country as well as five 
power plants.  Under the Build-Operate-Transfer law (Republic Act No. 6957), which was passed 
in 1992, private sector participation was allowed in power generation under the supervision of 
Napocor.  These private companies in the energy sector are now called IPPs.  Meralco also 
purchases power from IPPs, particularly from its sister company First Gas Power. 

An integral part of the contracts between Napocor and IPPs are the so-called power purchase 
agreements (PPA), where Napocor agreed to buy the energy supply produced by IPPs.  Such 
agreement was based on Napocor’s assumption that the energy purchased would be fully 
absorbed by power consumers – residential, commercial and industrial.  However this has not 
proven to be the case and supply is usually much more than the demand, forcing Napocor to pass 
the cost of excess production on to consumers in the form of a PPA “adjustment”. This means that 
consumers are paying for a poor commercial decision by Napocor. 

The president has directed the Department of Energy (DoE) to review government contracts with 
all IPPs and determine if they are really as grossly disadvantageous to the government and to 
Filipino consumers, as militant groups are claiming.  In total these contracts amount to US$10 
billion.  These exclude what the World Bank claimed to be stranded costs arising from contracts 
between the Philippine government and IPPs under the BOT scheme  - US$2.5 billion to US$3.75 
billion. 

There are charges of anomalies in the implementation of these contracts, and these charges are 
now subject of investigation.  Senator Manuel Villar claimed that while 40 percent of the power 
plants of IPPs were not functioning, consumers still had to pay for their undelivered power supply.  
In 1992, former President Fidel Ramos invited foreign investors into the country to build power 
generation plants under the Build-Operate-Transfer (BOT) scheme in order to resolve the 
country’s power shortage – a shortage that was in many cases lasting up to 15 hours each day.  
Energy stability was slowly restored to the country, as more IPPs entered into BOT contracts, 
bringing with them much of the foreign capital that has entered the country since 1992.  Right now, 
IPPs produce more than half of the country’s energy supply. 

It was under the BOT law that IPPs became the most profitable companies in the Philippines.  For 
example, power producer Mirant Philippines Corp., a subsidiary of an Atlanta-based energy firm, 
registered a net income of US$8.5 billion in 2001, the highest among all foreign and local 
companies based in the country. 

At present, there is an oversupply of energy in the country, but Filipino consumers have to pay for 
this over-supply in the form of a “purchased power adjustment” (PPA).  While installed capacity 
totals 12,694 megawatts, the country’s average daily power demand is only 7,869 megawatts, 
resulting in a glut of 4,825 megawatts. 

Ironically, the Energy Department is seeking to draw in more investors into the energy sector, 
warning that the country will need an additional 9,844 megawatts (MW) to power the growing 
economy by the year 2005. According to the energy department, if no new significant power 
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projects were to be established during this period, the economy would suffer from a 5,028-
megawatt shortfall by that time.  

A stable power supply would really be a boon to the economy, but an oversupply would be 
disadvantageous to consumers who, under the existing law, are forced to bear the cost of energy 
production in the country, whether or not this energy is actually consumed. 

While the PPA also covers price adjustments to cover fluctuations in fuel prices, power costs and 
system losses, the bulk of these charges in fact go to unused power supply produced by IPPs.  In 
March, power distributor Meralco billed residential consumers with an average PPA of P3.30 per 
kilowatt-hour. Of this amount, P1.41 went to Meralco to cover its system loss, franchise tax and 
cost of power bought from IPPs while P1.25 went to Napocor.  Another P0.64 per kilowatt-hour 
was charged to cover the adjustment in currency fluctuations.  
In particular, Napocor’s PPA charges amounted to P1.53 per kilowatt-hour in the Luzon grid, 
P1.07 in Cebu-Negros-Panay, P0.50 in Leyte-Samar and P0.59 centavos in Mindanao.  In its 
explanation, Napocor said the PPA charges vary “because of the different generation mix between 
Napocor-owned plants and IPPs.” 

In April, an ordinary Filipino home charged with P1,220 in monthly electricity bill actually paid P650 
for the PPA  – 53% of the total. 

In her directive, President Arroyo has asked Napocor to reduce its PPA claim by P0.85 per 
kilowatt-hour to a uniform P0.40 per kilowatt-hour. This would reportedly translate to a savings of 
P170 for households with an average monthly power consumption of 200-kilowatt hours but the 
savings would only be reflected in power bills received from July onwards. 

The directive, however, would reportedly cost Napocor some P15 billion, dragging the state-owned 
power firm deeper into debt. Previous attempts to sell Napocor to foreign investors under the 
Electric Power Industry Reform Act of June 2001 hit a snag, because of the firm’s huge financial 
losses. There are also plans to borrow US$300 million to help Napocor recover its losses.  In this 
sense, savings to consumers now will only translate into even higher power charges down the line. 

Prior to this development, Congress was all set to pass a law imposing a uniform PPA charge of 
P0.40 per kilowatt-hour. Under the proposed bill, the Power Sector Assets and Liabilities 
Management (PSALM), which would administer the privatization of Napocor, would shoulder part 
of Napocor’s power purchasing costs so that the PPA charges would be reduced to a uniform 
P0.40 per kilowatt-hour.  

While this measure could dissuade future foreign investors from pumping money into the local 
energy production sector, this move could actually enhance the country’s longer term competitive 
edge. The high cost of energy and fuel delivered to consumers not only hurts local businesses but 
also affects the profitability of foreign companies operating here. The annual inflation rate for the 
component measuring fuel, light and water hit a range of 10 to 15 percent last year. 

US$35 Billion Needed in Infrastructure Development 

The World Bank has said that the Philippines will need some US$35 billion to US$45 billion in 
fresh investments from the private sector to improve its infrastructure over the next ten years.  

In its recent policy review, the World Bank explained that further reforms are necessary if the 
Philippines is to catch up with middle-income Asian countries in terms of attracting investors to 
participate in infrastructure development. Infrastructure development is a key phrase referring to 
the construction, maintenance, and improvement of power, water, transportation, and 
telecommunications projects.  

Among such projects much needed in the Philippines are more power generation plants, improved 
power distribution facilities, water reservoirs as well as water supply and sanitation services, 
telecommunication projects, ports, bridges, roads and rail systems.  

The World Bank said that given the Philippine government’s fiscal limitations, the only recourse 
available would be to tap the private sector in building the much needed infrastructure to pump 
prime the economy. 
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Three major concerns were cited for the slow present private sector participation in infrastructure 
development or PPI, namely: the government’s tendency to continue its large open-ended 
financial commitments to support private sector’s investment under the Build-Operate-Transfer 
(BOT) scheme; the concentration of projects in large urban areas; and the need for more 
regulatory reforms in infrastructure sectors.  

By way of Example: While the Philippines has a national telephone density (in terms of landline 
services) approaching 4%, only the Manila area is ABOVE the national average while all other 
regions are below the average – one fact accounting for the phenomenal growth of private cellular 
services in the Philippines. Large parts of the Visayas and Mindanao continue to miss out on 
infrastructure development. 

Inflation at 3.6 Percent in April 

Inf lation Rate in the Philippines and Metro Manila (In Percent YoY)
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Stable food prices kept the country’s inflation rate at 3.6 percent YoY in April, despite a new round 
of price increases implemented by domestic oil companies.  With the continued steady recovery of 
the Philippine peso – from its low of 53 to one USD last year - and the proposed reduction in 
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power cost to consumers, the annual inflation rate is projected to fall below 3 percent in coming 
months. 

On an annual basis, the 3.6 percent inflation rate recorded in April was similar to the inflation rate 
posted in March but considerably lower than the 6.8 percent increase in April last year.  Prices of 
consumer products and services changed by 4.9 percent in Metro Manila during the month, faster 
than the 3.1 percent price movement in the countryside. 

In April, the price movement of food, 
beverage and tobacco (FBT) was 
limited to 2.5 percent, thanks to a 
minimal 2.3 percent inflation for food.  
Softer rates were observed in the 
prices of the following products: rice, 
cereal preparations, dairy products, 
eggs, fish, and meat.  

Prices of clothing items moved up by 
an average of 2.8 percent YoY; 
housing and repair, 5.1 percent; 
services, 4.9 percent; miscellaneous 
items, 1.9 percent; and fuel, light and 
water, 8.1 percent.  

A Question on Democracy 

Local observers describe “Democracy – Filipino Style” as possibly the most “exciting” in the world, 
with a new twist and turn occurring at every opportunity, but not every Filipino is satisfied with it. 
Former Singapore Prime Minister, Lee Kuan-Yew considered it to be a recipe for chaos and it 
seems many people here would agree with him. 

In a national survey conducted by the University of the Philippines (UP) Center for Leadership, 
Citizenry and Democracy last November, only 34 percent of the 1,200 respondents agreed with 
the statement that they are satisfied with the way democracy works in the country.  In contrast, 
about 42 percent of the respondents disagreed with the statement. 

The feeling of dissatisfaction on Philippine democracy was more pronounced in Metro Manila 
where 57 percent of the respondents disagreed with the statement, compared to the 25 percent 
who agreed. 

Only 32 percent of the respondents nationwide agreed with the statement that they are proud of 
the present system of government while 43 percent disagreed.  In Metro Manila, only 21 percent 
agreed, while 60 percent disagreed. 

On the statement that democracy is the best political system in all circumstances, 72 percent of 
the respondents agreed.  Still, the same 72 percent of respondents also agreed with the statement 
that Filipinos might completely lose faith in the peaceful means of promoting democracy. 

Filipinos embraced democratic rule in 1986 after the overthrow of the 20-year Marcos dictatorship 
via a peaceful people’s revolt.  It was repeated in January 2001 when people converged at the 
street of EDSA and eventually convinced President Joseph Estrada to step out of Malacañang 
Palace on charges of corruption. 

In May of the same year, loyal supporters of Estrada attempted their own revolt, which turned into 
a mob riot that took hours to control.  Emboldened by the opposition party identified with Estrada, 
they tried to lead another people’s revolt on May 1 this year but failed to muster enough people. 

To put an end to people’s revolts, President Gloria Macapagal-Arroyo recently convened a political 
summit that was supposed to be attended by all political parties. The opposition party, not 
unsurprisingly, boycotted the summit,  a sign that they are not yet ready to abandon plans to 
mount another people’s revolt if opportunity presents itself. 

House Speaker Jose de Venecia aptly described the situation by citing the need to “reverse the 
Filipino people's deepening frustration with politics, politicians and political parties."  

Inflation Rate in the Philippines (In Percent, YoY) 

  Apr-02 Mar-02 Feb-02 Jan-02 

Average 3.6 3.6 3.4 3.8 

Food, Beverage, Tobacco 2.5 2.5 1.7 1.8 

Clothing 2.8 2.8 2.8 2.8 

Housing, Repair 5.1 5.3 5.5 6.5 

Fuel, Light, Water 8.1 8.3 9 10.8 

Services 4.9 5 5.1 5.7 

Miscellaneous 1.9 2.2 2.3 2.7 
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On her part, President Arroyo called on the opposition party to end what she called an episode of 
turbulence and threats.  "In a living democracy, no group has the right to hold policy-making 
hostage by threatening to overthrow the executive on every issue of policy disagreement," she 
said. 

Fifty Eight Percent of Filipinos Call Themselves 
Poor 

A survey conducted by the local poll group Social 
Weather Stations (SWS) showed that 58 percent of 
its 1,200 respondents consider themselves poor.  
That maybe their perception of themselves but the 
government has rather conveniently convinced itself 
that the incidence of poverty affects only 40 percent of 
the population. 

Over 30 million Filipinos are suffering from poverty, 
according to government data.  It is more pronounced 
in the countryside particularly, in Eastern Visayas 
where 51.1 percent of the population is classified  as 
“poor.”  A person is considered poor if he or she does 
not have the means to satisfy food and basic needs.  

On its own classification, the World Bank said 12.7 
percent of Filipinos are “poor”, a term it assigned to 
those who live on less than US$1 a day while 45.9 
percent were “near poor” or those who live on less 
than US$2 a day. Both groups would be close to 
subsistence levels. 

But results of the SWS survey suggest that the 
poverty figure maybe a lot higher.  Of the estimated 
80 million Filipinos today, 58 percent would equate to 
46.4 million people. 

Results of the survey, conducted on March 4 to 23 this year, also claimed that 52 percent of the 
respondents believe that their quality of life deteriorated over the past 12 months while only 15 
percent said otherwise. 

About the prospects that their quality of life would improve within the next 12 months, 26 percent 
were optimistic while 21 percent were pessimistic.  On overall economic prospects for the country, 
only 17 percent believe that the economy would become better while 17 percent said it would 
worsen. 

One study that validates the level of poverty problem in the country is the National Statistics Office 
(NSO) recent survey showing that one of every six Filipino children, aged five to 17 years old, had 
to work last year to help their families. 

Spelled out in real figures, four million out of the total 25 million Filipino children were 
"economically active" during the survey period from October 1, 2000 to September 30, 2001.  
Results of the survey said most of the working children were male, aged 10 to 17 years old, 
unskilled and unpaid.  They worked as farmers, fishermen, hunters, vendors, and factory workers.  
Some 221,000 children did heavy physical work. 

According to the NSO, about 1.1 million Filipino children faced physical hazards, 942,000 suffered 
injuries at work and 754,000 had work-related illnesses. 

Of IT Hubs and Online Shopping 

Eight areas in the country have been identified as information technology (IT) hubs where facilities 
will be developed to improve Internet access and exploit the opportunities in online connectivity. 
According to the National Telecommunications Commission (NTC), these eight IT hubs in the 

While around 50% of Filipinos still reply on pumps 
for their water supply, they are likely to be using 
the latest in telecommunications equipment. 
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country will be at Subic and Clark in Central Luzon; the University Belt in Manila; the Pasig-Ortigas 
business district in eastern Metro Manila; Makati City and Fort Bonifacio Global City district; the 
University of the Philippines-Ateneo de Manila University-Eastwood district in northeastern Metro 
Manila; Alabang-Parañaque-Filinvest district in southern Metro Manila; Cebu City business district 
in the Central Visayas; and Davao City in southern Mindanao. 

These areas will offer high-speed networks, improved web services and connectivity and local 
content.  The NTC said these IT hubs would help resolve the 3.8-million glut in fixed lines in the 
country.  Of the total 6.635 million fixed lines in 2000, only 2.859 million or 43 percent remained 
subscribed. 

Meanwhile, a survey conducted by market research firm ACNielsen showed of the total 1.5 million 
Filipino Internet users (less than 2 percent of the population), only 800,000 are surfing the web on 
a regular basis.  Half of the Internet users in the country access the web in Metro Manila, 27 
percent in other parts of Luzon, 13 percent in the Visayas and only 10 percent of them are in 
Mindanao.  

Four out of five Internet users are aged 29 years old and below.  In particular, 45 percent of  
Internet users belong to 12-to-19 age bracket; 36 percent to 20-to-29 age bracket; 12 percent to 
30-to-39 age bracket; and only 8 percent to 40-to-60 age bracket. 

The main access points of Internet are schools, offices, Internet cafes and homes.  Among the top 
reasons Filipinos choose to access the web are: electronic mail, surfing and browsing, chatting, 
research, file download, games, shopping and advertising or promotion.  

Of the total Internet users, only 180,000 users or 23 percent have shopped online.  On its own 
estimate, ACNielsen said Filipinos spend about P2.4 million in online shopping daily, with most 
products purchased from the United States via e-commerce sites like Amazon.com and 
eBay.com. 

The survey showed that male Internet users with a university education the dominated online 
shopping market in the country.   

Vehicle Sales Up by 5.9 Percent in 4 Months 

The local automotive manufacturing industry has heaved a sigh of relief after the sale of 
commercial and passenger vehicles improved by 5.9 percent YoY in the first four months of the 
year, following an average 8.7 percent drop last year. 

According to the Chamber of Automotive Manufacturers of Philippines Inc. (CHAMPI), total car 
sales reached 24,496 units as of April from 23,134 units a year earlier.  In particular, the number 
of commercial vehicles, which include vans, buses and trucks sold from January to April this year 
climbed by 7.5 percent to 17,272 units while the number of passenger cars sold increased by 2.2 
percent to 7,224 units.  

In 2001, purchases of new commercial and passenger cars fell by 8.7 percent to 76,670 units from 
83,949 units in 2000.  The slump was blamed on various factors ranging from weak market 
demand and a restless labor sector to the influx of second-hand vehicles from Japan. 

Foreign assemblers based in the Philippines are calling on the Department of Trade and Industry 
(DTI) to ban the importation of used vehicles from Japan, which are sold at warehouses in Subic 
Freeport and Malinta, Valenzuela City (northern Metro Manila). 

Only in the Philippines – A Spiced Ham Festival 

Monty Python Fans Roll Over!  It has finally been done – not in Spain on the Costa del 
Bournemouth but in a former and distant part of the former Spanish colonial empire. A well known 
and up market coffee shop in the Glorietta Shopping Complex is sponsoring a SPAM festival.  

For around P140 and up you can enjoy such delicacies as Eggs Benedict with Spam, Hot 
Croissant with Spam and a half dozen or so other glorious paeans of praise to this chopped and 
canned luncheon meat. So from now until the end of the month you can do your part for the latest 
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U.S. export drive by fronting up to the Café Figaro and letting your taste buds run riot. World War 
2 ration coupons are not even required.  

NEWS IN BRIEF 
Loans extended by Philippine banks to car buyers grew by 20.8 percent YoY to P34.8 billion in the 
fourth quarter of 2001.  At the same time, the country's 104 savings banks extended some P37.3 
billion in new loans to the real estate sector, or up by 8.5 percent from P32.7 billion in 2000.  The 
central bank said the growth in car and property loans was an indicator of improving business 
sentiment. 

The life insurance industry is expected to register an average growth of 10 to 12 percent this 
year, Philamlife president and chief executive officer Jose L. Cuisia predicted.  Cuisia said that 
Philamlife alone, the industry leader, is expected to see a 15 to 20 percent growth in its operation 
income this year.  Philamlife, an affiliate of US-based American Insurance Group (AIG), registered 
a P7.6 billion first year premium income last year, or an increase of 8.5 percent from P7 billion in 
2000.  The company had total assets of P64.6 billion while its total volume of life insurance in 
force reached P207 billion last year.  There are over 40 life insurance companies in the 
Philippines.  Aside from Philamlife, other industry leaders are Insular Life and Assurance Corp., 
Sun Life of Canada, Manufacturers Life (Philippines) Insurance Co., Ayala Life Assurance Corp., 
and Philippine Axa Life Insurance Corp.  

The Philippines, Malaysia and Indonesia signed last week a trilateral accord on counter 
terrorism and transnational crimes.  The agreement involves information exchange in preventing 
terrorism, money laundering, smuggling, piracy or robbery at sea, hijacking, illegal entry, drug 
trafficking, marine pollution and illicit trafficking in arms.  Thailand and Singapore have both 
expressed their intent to join the regional cooperation. 

The government’s revenue collection was P6 billion short of the target for the first quarter of the 
year, contributing to the risk of higher fiscal deficit than what is programmed.  According to the 
Bureau of Internal Revenue (BIR), the main agency tasked to collect taxes, its total collection 
amounted to only P93.5 billion, down from the programmed P99.5 billion as of March.  This may 
result in a budget gap wider than the P52.933 billion target.  The agency admits that it could hardly 
meet its collection target of P447.6 billion for the year and may end up with P440 billion at best. 

The country’s fiscal deficit reached P147.62 billion (US$2.95 billion) in 2001, or 4.1 percent of the 
gross domestic product estimated at P3.6 trillion (US$72 billion).  While the government spent 
P710.8 billion, its total revenues amounted to only P563.7 billion.  Public sector funding 
requirement (PSFR) reached P189 billion.  Debt servicing or payments to interests of domestic 
and foreign borrowings grossed P27.2 billion. 

Outstanding debt of the Philippine government rose 11.4 percent to P2.437 trillion as of February 
this year from P2.188 trillion pesos a year earlier.  Measured month-on-month, the government’s 
debt stock increased by 0.4 percent or P10.54 billion from P2.427 trillion pesos in January.  The 
total debt stock was composed of P1.273 trillion borrowings from local financial institutions and 
P1.164 trillion from foreign institutions. 

The Bureau of Agricultural Statistics (BAS) said that the country’s total rice stock dropped 1.4 
percent to 1.826 million metric tons as of March 1 this year from 1.851 million metric tons a year 
earlier.  The rice inventory would be good enough to supply the needs of the country for 74 days.  
The Philippines consumes 24,600 metric tons of rice every day. 

The US Trade Representative (USTR) has included the Philippines in its priority watch list for 
violating intellectual property rights (IPR) in software, movies, music, and books originally 
produced by American companies.  In its “Special 301” report released on April 30, the Philippines 
along with Indonesia and Taiwan were chided for "persistent, serious problems with intellectual 
property protection".  
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INVESTMENT NEWS 

The JG Summit group of companies inaugurated its P800-million Star Mills shopping mall in 
Pampanga province and announced that it would build another mall in Dagupan City in the 
northern province of Pangasinan.  These twin shopping malls are a part of the P15 billion 
investments that JG Summit plans to pour in the provinces north of Metro Manila. 

The First Philippine Infrastructure Development Corp. (FPIDC), which is owned by the Lopez 
group, has committed P300 million to various infrastructure projects in the northern Philippines.  
FPIDC is majority owner of Manila North Tollways Corp., which is building the multimillion-dollar 
expansion and rehabilitation of the North Luzon expressway.   

Indonesian conglomerate PT Citra Lamtero Gung Persada, which built the Metro Manila Skyway 
and Tollway projects, has also expressed interest in building a 17.5-kilometer expressway that will 
cut across Manila and connect the South and North Luzon expressways. 

The National Economic and Development Authority (NEDA) has approved the P8.66-billion 
motor vehicle inspection project, which seeks to enhance road safety by checking smoke 
emission and road-worthiness of vehicles.  The project will involve the construction of 208 
inspection lanes, 69 of which will be located in Metro Manila.  Each inspection lane will conduct 
tests on road-worthiness, including automated tests on brakes, wheel alignment, headlight, 
speedometer, and suspension on top of separate tests on air emissions.  

Property development firm Hanover Holdings Co., Inc. is planning to build standard factory 
buildings Subic Bay Freeport zone where there is an increased demand from prospective 
Taiwanese investors. Hanover has already built five factory buildings at the Mactan economic 
zones in Cebu City. 

CURRENCY MOVEMENTS 
The Philippine peso rallied strong against the US dollar last week, climbing to as high as 49.5 
against the greenback before settling at 49.6 to a dollar.  The peso closed at 49.62 against the 
greenback on May 10, up from the previous week’s (May 3) close of 50.1 against the dollar. The 
currency is expected to trade around the 49 level for a while on the strength of inwards 
remittances to pay for school fees and growing interest in portfolio investors. Exporters are hoping 
that eventually it will return to the 50.0 mark. 

Peso-Dollar Exchange Rate

49.5

50.0

50.5

51.0

4/12/02 4/19/02 4/26/02 5/3/02 5/10/02

One-Month Period
 

LATEST: 50.987/US$ (Ave. Apr 2002)  
HIGH: P26.1588/US$   (Ave. Feb 1996) 

LOW: P53.224/US$ (Ave. July 2001) 

STOCK MOVEMENTS 
The Phisix, the main barometer of the 30-company Philippine Stock Exchange (PSE), failed to 
surge past 1400 points as it lost 25 points in last week’s frail market trading.  The Phisix ended at 
1350 points on May 10, down from previous week’s (May 3) close of 1375 points. 
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Manila Stocks
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LATEST: 1403.62 (Ave. Mar 2002) 
HIGH: 2,621.67 (Ave. Jul 1999) 
LOW: 996.14 (Ave. Oct 2001) 

ONLINE RESOURCES 
MCA Limited has prepared this background report as a general reference document. Subscribers 
may download this and previous documents (HTML, or PDF) from the Weekly Archive Section of 
the Virtual Philippines website. To access, click on the hyperlink below.  

http://www.virtual-asia.com/ph/weekly/downloads.htm   

Subscriber Resources 

Subscribers to this service have available a range of additional resources available from our 
website. 

To read this report online go to: 

http://www.virtual-asia.com/ph/weekly/phil.htm 

To read our special reports and articles visit: 

http://www.virtual-asia.com/ph/bizpak/reports/  

To obtain our political and economic outlook overviews for the Philippines as well as a table of key 
economic indicators go to: 

http://www.virtual-asia.com/ph/bizpak/bizbriefs/index.html  

For our Philippine statistical reference library, a comprehensive resource of monthly as well as 
annual statistical series in chart and spreadsheet form, go to: 

http://www.virtual-asia.com/ph/bizpak/statistics/statistics.htm  

Comparative regional statistics are available at: 

http://www.virtual-asia.com/statistics/statistics.htm   

To read our online Business Survival Guide go to: 

http://www.virtual-asia.com/ph/bizpak/bizguides/  

FURTHER INFORMATION 

MCA Limited has prepared this background report as a general reference document. Subscribers 
may download this and previous documents (PDF) from the Weekly Archive Section of our 
website.  

MCA specializes in: 
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o Primary Market Research 

o Editorial & Publishing  

o Information Processing & Data Management 

o Online Business Information Systems 

o Corporate Communications, Web Design and Hosting 

For further information about our services please contact us at: 

MCA Limited 
� Tel:  + (63 2) 893 6514 
�  Fax: + (63 2) 893 6516 

Or e-mail: inquiry@virtual-asia.com  

PRIVACY POLICY 
This report is made available to subscribers by e-mail (default) or fax in advance of the edition that 
is posted on the Virtual Taiwan/Philippines websites. In addition to receiving the Weekly Report, 
subscribers may receive other MCA reports from time to time, including our Quarterly Review and 
certain special reports. Our mailing list is held confidentially. It is not made available to third parties 
nor do we mail on behalf of third parties. We support a zero spam policy on the Internet. 

DISCLAIMER 
The information contained in this report was obtained from sources that we believe to be reliable. 
MCA Ltd. furnishes the information without warranty of any kind. 


