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WEEK 27 OF 2002 
Covering Events in the Philippines from 01 to 07 July, 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 (www.virtual-asia.com/ph).  
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HEADLINE NEWS  
The country’s annual inflation rate fell to an annually adjusted low of 
three percent in June, the lowest level since January 2000 when it 
stood at 2.6 percent, according to the National Statistics Office 
(NSO). Last month’s figure stands in marked contrast to the 6.7 
percent inflation rate registered only a year ago in June 2001. 

The NSO said that the inflation figure was higher in Metro Manila at 
3.7 percent, compared with only 2.5 percent in areas outside the 
metropolis. 

See: Inflation Rate Declines to Three Percent in June 

Flooding in Manila 
Manila was awash at the weekend with the 
first serious rains of the year brought about 
by two typhoons that were hovering around 
the area. 

Flooding was widespread and 17 people 
were reported killed including a group of 
Koreans who ignored coastguard warnings 
and set sail from Puerto Galera to the 
nearby port of Batangas. 

Further heavy rains are expected this week.



© Copyright 2002, MCA LIMITED PHILIPPINES WEEKLY REPORT 

 

Monday, July 08, 2002 Page 2 

 

A 12.2 percent growth in the country’s outbound shipments 
in May has finally brought the cumulative five-month export 
figure back into positive territory, following a disastrous 15.6 
percent YoY decline for the whole of 2001. 

According to the National Statistics Office (NSO), Philippine 
exports rose to US$2.917 billion in May this year from 
US$2.6 billion in the same month a year earlier. This figure 
is also the highest monthly export figure registered since 
October 2001 at which time it reached US$2.939 billion. 
More importantly, it is now close to the level of US$2.931 
billion recorded in May 2000 and before the global economic 
slowdown weighed hard on Philippine trade performance. 

See: A Welcome Turnaround in Export Performance 

What was face-savingly described as an “honest difference 
of opinion” on foreign affairs policy between President Gloria 
Macapagal-Arroyo and Vice-President Teofisto Guingona 
has led to the latter’s resignation as secretary of the 
Department of Foreign Affairs (DFA). The Cabinet post had 
been assumed concurrently with his vice presidential 
capacity. 

See: An Honest Difference of Opinion 

The good news is that the Philippines has finally scored high 
marks in one international survey. The bad news is that the 
survey measured the accident-prone nature of countries. 
The International Red Cross has reported that 5.8 million 
Filipinos were killed or injured as a result of disasters or 
"man-made calamities over a ten-year period from 1992 to 
2001, making the Philippines the fourth most accident-prone 
country in the world.  

See: Fourth on the Global Accident List 

A draft import risk analysis (IRA) conducted by the Australian 
Department of Agriculture, Fisheries and Forestry-Australia 
(AFFA) has recommended that the Australian government 
deny importation of Cavendish bananas from the Philippines 
because they allegedly carry diseases that could 
contaminate Australian bananas. Citing quarantine 
concerns, the AFFA claimed that Philippine banana 
shipments carry pests, diseases, weeds and organisms. The 
Australian Banana Growers' Council also claimed that it 
would cost the local industry almost AU$1 billion (US$540 
million approx.) To treat just two of the diseases mentioned 
in the report.  

See: Yes We Have No Bananas  

A government interagency review committee has found that 
five of the 35 energy supply contracts with independent 
power producers (IPP) have legal and financial problems, 11 
contracts have financial issues to resolve and 13 more have minor problems. Only six contracts were found to be 
without any legal or financial problem. The government is hoping to renegotiate a number of contracts in order to 
get better terms for consumers. 

See: Five IPP Contracts Have Legal Problems 

Housing expenditure in the Philippines rose 26.2 percent to P272.3 billion in 2000 from P215.8 billion in 1997 
while average family expenditure for housing climbed 17.3 percent to P17,833 from P15,205. 

See: Housing Expenditures Rise 26.2 Percent  
Plus: News In Brief, Investment News as well as Currency and Stock information. 

Are Things Getting Any Better? 

Our new policy is to start with the good news each week.  

But if you want to have a more considered opinion as to how things are shaping up in the Philippines, read our 
Quarterly Review. You can find our latest assessment online at http://www.virtual-asia.com/ph/review/  

Corporate Profile 

 
Crown Relocations – A Full Package for 

Expatriates and their Businesses 

From its start as a single branch firm serving US 
military clients in Yokohama, Japan, Crown 
Relocations today operates from 90 locations in 
more than 40 countries. Over the years, Crown 
has grown from being a moving company to 
providing a full range of complementary relocation 
services. Crown, Manila, being a part of this 
international network, is hence able to make a full 
service commitment to our valued clients here in 
the Philippines that we can fulfill at destination 
and all steps en route. 

Crown Manila handles movement of household 
goods for multinationals and private individuals 
with the same dedication to client satisfaction. Our 
packing teams, with average experience of seven 
years, are one of the company’s greatest assets 
and each member of the team is extensively 
trained in all aspects of the trade. 

Crown Manila provides special employee 
relocation services for corporations. The 
programs we offer have been specially prepared 
with the expatriate community in mind. These 
programs reflect a growing call amongst corporate 
bodies to provide their incoming staff with 
complete services ranging from orientation tours, 
home and school searches to tenancy 
management. By offering the fullest range of 
services, Crown Worldwide Manila is able to act 
as a one-stop shop for corporate Human 
Resource Departments that are trying to help their 
new staff settle in. 

Crown Manila’s Logistics and Records 
Management division specializes in the 
management and storage of business records, 
managing over 40,000 cartons of documents as 
well as digital media. The company is also a 
leader in office relocation services for 
corporations, and provides other specialized 
transportation, forwarding, and warehousing 
services to expanding businesses around the 
globe. 

For further details visit us on the web at: 

 www.crownrelo.com  
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MAIN STORIES 

Inflation Rate Declines to Three Percent in June 

The country’s annual inflation rate fell to an annually adjusted low of three percent in June, the lowest 
level since January 2000 when it stood at 2.6 percent, according to the National Statistics Office 
(NSO). Last month’s figure stands in marked contrast to the 6.7 percent inflation rate registered only a 
year ago in June 2001. 

In May this year, the prices of commodities and services moved up by an average of 3.6 percent. 
Measured month-on-month. The inflation rate rose 0.2 percent in June, or the same level registered in 
May. 

The NSO said that the inflation figure was higher in Metro Manila at 3.7 percent, compared with only 
2.5 percent in areas outside the metropolis. 

In general, the price of food moved upward by 1.6 percent YoY; clothing, 2.6 percent; housing and 
repair, 5 percent; fuel, light and water, 3.7 percent; services, 4.8 percent; and miscellaneous items, 
1.8 percent. 

The NSO said that the 14.3 percent reduction in the purchased power adjustment (PPA) resulted in a 
lowering of the annual inflation component for fuel, light and water from the 10.1 percent surge 
recorded in May. Measured month-on-month, the inflation rate of fuel, light and water decelerated by 
4.3 percent. 

Inflation Rate in the Philippines and Metro Manila (In Percent YoY)
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A Welcome Turn Around in Export Performance 

A 12.2 percent growth in the country’s outbound shipments in May has finally brought the cumulative 
five-month export figure back into positive territory, following a disastrous 15.6 percent YoY decline for 
the whole of 2001. 

According to the National Statistics Office (NSO), Philippine exports rose to US$2.917 billion in May 
this year from US$2.6 billion in the same month a year earlier. This figure is also the highest monthly 
export figure registered since October 2001 at which time it reached US$2.939 billion. More 
importantly, it is now close to the level of US$2.931 billion recorded in May 2000 and before the global 
economic slowdown weighed hard on Philippine trade performance. 

Total export receipts for the first five months improved by an encouraging 2.7 percent to US$13.774 
billion this year from US$13.410 billion last year. 

In terms of export items, electronic components, accounting for 57 percent of the aggregate export 
revenue for the month, grew 24.2 percent to US$1.662 billion in May this year from US$1.338 billion a 
year earlier while articles of apparel and clothing accessories, accounting for 6 percent fell 9.5 percent 
to US$174.4 million from US$192.8 million. 

Other top exports included woodcrafts and furniture, with sales amounting to US$41.13 million; metal 
components, US$37.97 million; other products manufactured from materials imported on 
consignments basis, US$37.80 million; ignition wiring set and other wiring sets used in vehicles, 
aircraft and ships, US$37.27 million; fresh bananas, US$27.78 million; coconut oil, US$27.74 million; 
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petroleum products, US$27.11 million; and cathodes and sections of cathodes, of refined copper, 
US$23.12 million.  

During the five-month period, exports to the United States fell 7.5 percent to US$3.436 billion this year 
from 3.713 billion last year. The US market share of Philippine exports also narrowed to 24.9 percent 
in the first five months of the year from 27.7 percent a year earlier. 

Exports to Japan dropped 6.6 percent to US$2.139 billion in the first five months of the year from 
US$2.291 billion a year earlier. The Japanese market’s share of Philippine exports also shrank to 
15.5 percent from 17.1 percent. 

Thanks to a more aggressive and targeted export promotion drive, growing markets for Philippine 
products include Asian countries such as China, South Korea, Malaysia, Hong Kong and Taiwan. 
Exports to China alone jumped 92 percent to US$478.9 million in the first five months of the year from 
only US$249.72 million a year earlier. 
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 An Honest Difference of Opinion 

What was face-savingly described as an “honest difference of opinion” on foreign affairs policy 
between President Gloria Macapagal-Arroyo and Vice-President Teofisto Guingona has led to the 
latter’s resignation as secretary of the Department of Foreign Affairs (DFA). The Cabinet post had 
been assumed concurrently with his vice presidential capacity. 

Guingona, 74, is known for his nationalist stand, and was among the senators who voted against the 
continued military presence of the American troops in 1990. As foreign affairs secretary, Guingona 
had softened his stand against the presence of American troops in the country and even signed an 
agreement allowing the deployment of the US soldiers in Mindanao to participate in joint military drills 
with Filipino forces. 
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Figure 1: One view of a long-distance bus that is an all 
too common site on the roads. 

What apparently started the rift between the country’s two highest government officials was President 
Arroyo’s preference for continuing deployment of American troops in the country over the next five 
years even after the conclusion of the joint military exercises. 

The six-month joint military drills known as “Balikatan” (Cooperation) exercises are supposed to be 
concluded on July 21 this year but President Arroyo said she is looking forward to a sustained 
program of security cooperation and counter-terrorism training and assistance between Manila and 
Washington. 

Guingona, like President Arroyo, was appointed to his position in January last year. President Arroyo, 
the elected vice president under Estrada, replaced deposed President Joseph Estrada via a military-
backed people’s revolt in January 2001. To fill the void that she left, President Arroyo assigned then 
Senator Guingona to be her vice president and gave him the DFA post as his concurrent cabinet job. 
In the end, Guingona had to resign from the DFA post, since the president had taken on the role of 
the “chief architect of foreign policy.” The vice-president, in essence, had no administrative task aside 
from attending cocktail parties. His resignation is effective from June 15. 

One of his last official acts was to attend the American Independence Day Celebration which was also 
his birthday. According to press reports he had planned not to attend the celebration but was 
prevailed upon by the US Ambassador to Manila. It was a gracious gesture by both parties and gave 
Guingona the opportunity to state for the record “I am not anti-American; I am pro-Filipino.” 

Vice-President Guingona’s resignation from the DFA post signaled a rift in the ruling Lakas party. 
President Arroyo, 54, serves as the party’s chair while Vice President Guingona is its president. 

Complicating the matter is the reported invitation of President Arroyo to opposition Senator Blas Ople 
to assume the DFA post. The move is viewed as a political tactic of the administration party to resolve 
the impasse in the Senate and reclaim the majority in the upper chamber of Congress. At present, the 
Senate is composed of 12 administration party senators and 12 opposition party senators. This tactic 
is seen in some quarters as a clumsy one and degrading to the professionalism that the Foreign 
Ministry is supposed to foster. 

For the meantime, President Arroyo will serve as concurrent DFA secretary. She has said her foreign 
policy will be guided by the following realities: 

� The paramount influence of China, Japan and the United States in the security and economic 
evolution of East Asia; 

� The growing influence of the Association of Southeast Asian Nations (Asean) in global affairs.  

� The role of the international Islamic community; 

� Looming importance of inter-regional organizations;  

� Protection of the environment, natural resources and maritime territory;  

� A drive for foreign markets and foreign investments in which Europe is also a major source 
along with the US, Japan, China and Asean; 

� The importance of international tourism, and; and 

� The crucial role of the overseas Filipino 
in ensuring socio-economic stability  

Fourth on the Global Accident List 

The good news is that the Philippines has finally 
scored high marks in one international survey. 
The bad news is that the survey measured the 
accident-prone nature of countries. 

As Filipino officials were engaged in their usual 
political bickering, an international institution has 
issued a very disturbing report about the 
Philippines. The International Red Cross has 
reported that 5.8 million Filipinos were killed or 
injured as a result of disasters or "man-made 
calamities over a ten-year period from 1992 to 
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2001, making the Philippines the fourth most accident-prone country in the world.  

If not for its smaller population, the Philippines could have been the world’s second most accident-
prone country after Iran. But because of its large population, China topped the accident list, with 97.8 
million of its citizens affected by accidents during the ten-year period. China was followed by India, 
which reported 46.1 million victims; and Iran, 6.4 million victims. Both China and India have a 
population of over 1 billion people. Coming on the heels of the Philippines were Ethiopia, with 3.3 
million victims; and Pakistan, 2.7 million victims. 

The global report by the ICRC said 535,416 people were killed in natural disasters and 86,947 others 
in industrial, transport and other "technological disasters" worldwide from 1992 to 2001. 

According to the Philippine National Red Cross, 31,835 Filipinos have been killed and 94,369,462 
others were affected by natural disasters and calamities over a span of 20 years. About 20 typhoons 
visit the Philippines each year, with a few causing extreme damages on lives, properties and crops. 

“The Philippines was a natural laboratory for floods, typhoons, monsoon rains, earthquakes, volcanic 
eruptions, and landslides,” Philippine National Red Cross governor Dante Liban admitted.  

Among the worst tragedies that have struck the Philippines in the past 20 years have been the 
following: 

� On April 21, 2002, 15 innocent civilians were killed while 60 others were injured when a bomb 
exploded outside a shopping mall in General Santos City (southern Mindanao). The Abu 
Sayyaf quickly claimed responsibility over the bombing, although the military was convinced 
that a larger Muslim rebel group could be involved.  

� On November 9, 2001, a typhoon locally named “Nanang” caused a flashflood that buried 350 
residents of Mahinog in the island-province of Camiguin. 

� On August 18, 2001, a fire gutted the Manor Hotel in Quezon City, killing 75 guests and 
wounding 52 others. The victims, mostly local members of the Dawn Flowers Ministry, a 
Texas-based Christian evangelical group, were asleep when the fire struck. They were 
trapped inside their rooms because the hotel’s fire exit was blocked.   

� The worst terrorist attack in Metro Manila took place on December 30, 2000, a national 
holiday (Rizal Day). A series of bombings rocked the metropolis at that time. The worst 
explosion happened inside a train of the Light Rail Transit (LRT) in Manila where 22 
passengers were killed and hundreds more were wounded. 

� On April 19, 2000, some 131 people were killed when a commercial airplane from Manila 
crashed on Samal Island, Davao del Norte province (southern Mindanao). All the passengers 
and crew, including four infants, of Air Philippines Boeing 737-200 (Flight 541 from Manila) 
died in what is now considered the worst air tragedy in the Philippines. On March 17, 1957, 
President Ramon Magsaysay died in an airplane crash in Mount Manunggal, Cebu province. 

� On July 12, 2000, nearly 500 garbage scavengers who were living literally at the Payatas 
dumpsite in Quezon City were buried alive under tons of garbage when a 50-foot garbage 
mountain collapsed on their makeshift houses at the height of torrential rains.   

� On March 18, 1996 a fire at the Ozone disco along Timog Avenue in Quezon City left 150 
people dead and 90 others seriously injured. Around 350 young Filipinos were inside the bar 
when the fire struck. It was considered the worst nightclub fire since a blaze killed 164 people 
in Southgate, Kentucky in 1977.      

� In April 1995, the Muslim extremist Abu Sayyaf (Bearers of the Sword) group raided the 
Christian town of Ipil in Zamboanga del Norte province and burned all its houses and 
establishments. The group also shot dead at least 54 residents of the town.  

� On July 2, 1993, a floating pagoda carrying hundreds of Catholic devotees during the annual 
pagoda festival in Bocaue, Bulacan sank into the muddy Bocaue River. About 279 people, 
including children, drowned in the incident. One victim, Sajid Bulig, died a hero after saving 
four children from the river.   

� As a typhoon code named Thelma was passing the Philippines on November 5, 1991, a 
flashflood hit Ormoc City in Leyte province, killing at least 3,000 people and destroying the 
homes of 50,000 others.   
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� In June 1991, Mount Pinatubo in Zambales province had the century’s second largest 
volcanic eruption, as it unleashed some 15 million tons of sulfur dioxide into the earth’s 
atmosphere that resulted in a slight cooling of the earth’s temperature. Thousands of people 
were believed killed as a result of the eruption and the subsequent lava flow, which buried 
several villages in the provinces of Pampanga, Tarlac and Zambales. The eruption also 
forced American troops out of their bases in Clark, Pampanga and Subic, Zambales.   

� On July 16, 1990, an earthquake that registered 7.7 on the Richter scale killed 1,700 people, 
injured 3,000 individuals and displaced 148,000 more in Luzon. Among the cities that 
sustained the worst damage were Baguio, Dagupan and Cabanatuan.   

� In December 1987, some 4,341 people died when the Dona Paz, an inter-island passenger 
ferry owned by Sulpicio Lines collided with an oil tanker off Mindoro Island. Sadly it was not to 
be the last sea tragedy in the Philippines, an archipelago of 7,107 islands.   

Yes, We Have no Bananas – Not Yours Anyway 

More Fuel in the Trade Row with Australia. A draft import risk analysis (IRA) conducted by the 
Australian Department of Agriculture, Fisheries and Forestry-Australia (AFFA) has recommended that 
the Australian government deny importation of Cavendish bananas from the Philippines because they 
allegedly carry diseases that could contaminate Australian bananas. 

Citing quarantine concerns, the AFFA claimed that Philippine banana shipments carry pests, 
diseases, weeds and organisms such as Moko, black Sigatoka, freckle, mealybugs, Panama, banana 
bract mosaic, banana bunchy top, hard scales, fruit flies, mites, weevils, and hitchhiker organisms 
such as frogs. 

The Australian Banana Growers' Council also claimed that it would cost the local industry almost 
AU$1 billion (US$540 million approx.) to treat just two of the diseases mentioned. The Australian 
banana growers have in fact launched protest rallies against the impending importation of bananas 
from the Philippines. 

The Philippine Department of Agriculture, on the other hand, contended that Cavendish bananas from 
southern Mindanao have passed strict quarantine procedures. The Davao City-based Philippine 
Banana Growers Association (PBGEA) also accused Australian growers of blocking Philippine 
bananas to protect their sectoral interest. 

The PBGEA looks at the Australian market as the one that will sustain the growth of Philippine 
banana exports this year. The Australian banana market is reportedly worth AU$300 million annually. 
If it could penetrate the Australian market, the Philippines could become the world’s largest banana 
producer from being third at present, behind Costa Rica and Ecuador. 

The Philippines exports bananas to Japan, China, South Korea, Hong Kong, Russia, New Zealand, 
and the Middle East. It produced some 4,156 metric tons of bananas and exported 108 million boxes 
in 2000. Some 30,000 hectares are planted to bananas in southern Mindanao. 

Filipino officials have warned that it would elevate the case to the World Trade Organization (WTO) 
once Australia issues a final decision to ban importation of Philippine bananas and that it would cut 
importation of Australian dairy products in response. 

Trade officials noted that Australia is enjoying over US$500 billion trade surplus with the Philippine 
annually. In the year 2000 for example, Australia exported US$802 million worth of merchandise 
goods to the Philippines, but imported only US$273 million from the Philippines. 

Five IPP Contracts Have Legal Problems 

A government interagency review committee has found that five of the 35 energy supply contracts 
with independent power producers (IPP) have legal and financial problems, 11 contracts have 
financial issues and 13 more have minor problems. Only six contracts were found to be without any 
legal or financial problem. 

The IPP review committee was formed to study, renegotiate and take possible action on 35 energy 
contracts which the administration of former President Fidel Ramos signed with IPPs at the height of a 
crippling energy crisis in 1992 and the years that followed. 
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A Justice official claimed that the main purpose of the review was to reduce the cost of electricity to 
consumers while respecting valid commercial contracts and honoring government obligations. The 
cost of energy in the Philippines is said to be the second most expensive in Asia. 

While not totally discounting prosecution, Finance Secretary Jose Camacho said the government 
would more likely use the issues to get better terms for the people in the form of lower electricity rates. 
Rather than going to court, the main intention is to seek a renegotiation of the contracts on terms 
advantageous to the government and the people. “Remedial measures are renegotiation, arbitration, 
going to court. But renegotiation achieves the goal, or objective much faster," Camacho was quoted 
as saying.  

Contracts signed by the Ramos administration with different IPPs cover periods lasting 10 to 20 years. 
Under these contracts, the state-owned National Power Corp. assured the IPPs of constant energy 
demand and even agreed to pay for power produced by IPPs at an average price of US$76 per 
megawatt-hour, reportedly higher than Napocor-generated power costs of only US$57 per megawatt-
hour.  

Reports claim that only about 40 percent of generated electricity was actually used by the public, 
forcing the Napocor to pass the burden of paying for unused energy to consumers in the form of 
purchased power adjustments (PPA). Energy consumers have been paying 20 to 40 centavos per 
kilowatt-hour for this unused power under the IPP contracts. Moreover, the Napocor’s loss as a result 
of these contracts has amounted to P230 billion. 

Contracts that reportedly have legal and financial problems include the construction and operation of 
Binga Hydroelectric Plant, Cavite EPZA Diesel Plant, Sual Coal-Fired Thermal Plant, Casecnan 
Multipurpose Project, and San Roque Multipurpose Project.  

A "legal issue" in an IPP contract refers to supplemental agreements that "changed the burden of the 
government without going back to the Investments Coordination Committee (ICC).” A government 
official explained that as a procedure, an ICC review is required for all large contracts entered into by 
government as well as for supplemental agreements.  

The 11 contracts that face "financial issues" include the construction and operation of Pagbilao Coal-
Fired Plant, Pinamucan Diesel Power Plant, Leyte Cebu Geothermal Plant, Mindanao Geothermal 
Plant, Naga Power Plant Complex, Leyte Luzon Geothermal Plant, Malaya Thermal, Zamboanga 
Bunker C-Fired Diesel Plant, Gen-San Bunker C-Fired Diesel Plant, Bakun Hydroelectric Plant and 
Mindanao Coal-Fired Thermal Plant. A contract’s "financial issue," pertains to an instance when the 
government agency that entered into the contract agreed to shoulder financial obligations beyond 
what is necessary. 

Other contracts that have minor issues cover the construction and operation of Benguet Mini-Hydro 
Plant, Caliraya-Botocan-Kalayaan Plant, Navotas Gas Turbine Plant Units 1-3, Mindanao Power 
Barges, Ormat Binary Cycle Geothermal Plant, Bunker C-Fired Diesel Generating Plant Iligan I, 
Bunker C-Fired Diesel Generating Plant Iligan II, Subic Bunker-Fired Diesel Plant, Bauang Diesel 
Plant, Bataan EPZA Power Plant, San Pascual Cogeneration Plant, Ilijan Natural Gas, and Mindanao 
II Geothermal Plant. 

So far, only six contracts were found to be without any legal or financial issue. These include the 
construction and operation of Limay Bataan Combined Gas Turbine A, Navotas Gas Turbine Unit 4, 
Limay Bataan Combined Cycle Gas Turbine B, Ambuklao Hydroelectric Plant, Toledo Thermal Plant, 
and Paragua Diesel Plant. 

Housing Expenditures Rise 26.2 Percent 

Housing expenditures in the Philippines rose 26.2 percent to P272.3 billion in 2000 from P215.8 billion 
in 1997 while average family expenditure for housing climbed 17.3 percent to P17,833 from P15,205. 

However, if the 22 percent inflation from 1997 to 2000 is factored into the equation, the National 
Statistics Office (NSO) calculated that total housing expenditures actually grew by only 3.4 percent 
while average family expenditure for housing fell 3.9 percent during the three-year period,. This 
means that the population grew faster than occupancy of residential units in the country. As of 2000, 
the country had a housing backlog of over 5 million units. 
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The agency said that of the P272.3 billion total housing expenditures in 2000, only P15.8 billion or 5.8 
percent actually went to maintenance and repairs while P256.5 billion or 94.2 percent went to rent for 
house and lot.  

Housing expenditures comprised 15.1 percent of total family expenditures in 2000. The figure was 
higher in Metro Manila where housing expenses accounted for 22.4 percent of family expenditures. 

Families in the tenth decile, representing 10 percent of the population (8 million richest Filipinos) 
reported the highest proportion of housing expenditures to total family expenditures at 19.9 percent 
while families in first decile, representing the 8 million poorest Filipinos, reported the least proportion 
of housing expenditures at 8.4 percent. 

Food expenses accounted for over half of total household expenditures in the Philippines. 

NEWS IN BRIEF 
The proportion of past-due credit card loans climbed to 47.8 percent of total credit card receivables 
estimated at P47.093 billion in the first quarter of 2002, representing a large jump from only 21.6 
percent recorded in the fourth quarter of 2001. As a result, the Central Bank is considering 
suspending the issuance of new credit cards to prevent the situation from worsening. There are 17 
commercial banks and 11 thrift banks that issue credit cards in the country. Foreign banks like 
Citibank NA, Standard Chartered Bank and HSBC account for 47 percent of total credit card 
receivables. 

The Department of Tourism (DOT) reported that hotel occupancy rate in Metro Manila fell to 58.69 
percent in the first quarter of 2002 from 59.4 percent a year earlier. The average length of stay by 
guests also dropped to 2.62 nights from 2.83 nights. Occupancy rates at deluxe hotels, however, 
improved to 62.72 percent from 61.99 percent. Occupancy rates at first class hotels went down to 
55.75 percent; standard hotels, 53.27 percent; and economy hotels, 39.94 percent.   

The country’s budget deficit rose to P107.5 billion in the first five months of the year. The 
Department of Finance (DOF) said that while the government collected only P223.84 billion in 
revenues during the five-month period, its expenditures amounted to P331.38 billion. Because of this, 
the government borrowed P150.7 billion pesos for its funding requirements. 

A South Korean businessman was finally freed by his Muslim extremist abductors, nearly five 
months after he was abducted in western Mindanao last February 6. Government negotiators claimed 
that the kidnappers, belonging to Abu Sufia kidnap-for-ransom group, released Yoon Jae-Kun in 
exchange for 50 sacks of rice. 

INVESTMENT NEWS 
Food manufacturer Nestlé Philippines, Inc. has announced that it would proceed with its P3 billion 
expansion project, which is expected to be completed by the end of 2003. The project would involve 
establishment of new production facilities as well as purchase and introduction of new technologies.  

Meanwhile, the National Statistical Coordination Board (NSCB) reported that total approved foreign 
direct investments (FDIs) in the country dropped 66 percent to P5.1 billion in the first quarter of 2002 
from P14.7 billion a year earlier. Altogether, approved investments from both Filipino and foreign 
investors fell 79 percent to P9 billion from P43.2B. Foreign investors accounted for 56 percent of the 
total approved investments while Filipinos accounted for the remaining 44 percent. About 74 percent 
of the approved investments were intended for manufacturing and services industries. Japanese 
investors topped the list of foreign investors during the period after they poured in P1.4 billion worth of 
investments, representing 27 percent of the total approved FDIs in the first quarter of the year. 

According to NSCB, the newly approved investments by Filipino and foreign investors were expected 
to create 55,383 jobs.   

CURRENCY MOVEMENTS 
The Philippine peso traded at a wide range of 50.4 to 50.8 against the US dollar last week and 
sustained its weak performance against the greenback amidst stronger domestic demand for the US 
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dollar. The peso ended the currency-trading period at 50.595 against the US dollar on July 5, down 
from the previous week’s (June 28) close of 50.42 against the greenback. 

Peso-Dollar Exchange Rate
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STOCK MOVEMENTS 
The Phisix, the main barometer of the 30-company Philippine Stock Exchange (PSE), dropped to a 
new six-month low last week due to sluggish trading activities at the local bourse. The Phisix lost 
another 37 points to end at 1119 points on July 5, down from previous week’s (June 28) close of 1156 
points. 
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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: 
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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: 

•  Primary Market Research 

•  Editorial & Publishing  

•  Information Processing & Data Management 

•  Online Business Information Systems 

•  Corporate Communications, Web Design and Hosting 

For further information about our services please contact us at: 

MCA Virtual Philippines Inc (A member of the MCA Group) 
� 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. 


