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The major gfowth area will be the commercial
banking system as a result of the capital build-up .

rule aimed at increasing the sector’s resources. |

i
BALANCE OF PAYMENTS
1974 - 1975
MONEY SUPPLY INTERNATIONAL RESERVE OF CB (MILLION US $)
1974 — 1975 and Commercial Bank $ MILLION '

(BILLION PESOS) 1974 — 1975
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WHEA PECPLE ALREADS KNOW
J0U’RE THE BEST,
ALL SOV HAUE TO DO IS REMAIN
CONSISTENTLY THE BEST.
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BALANCE
OF PAYMENTS
1974 — 1976
(Milllon US §)
1974
1st quarter 135.04
2nd quarter 63.26
3rd quarter 134.58
4th quarter 46.18
Total 109.80
1975
1st quarter 128.69
2nd quarter 135.25
3rd quarter * 113.85
4th quarter * 136.85
Total 513.64
* Projections
Source: CB
MONEY SUPPLY
1973 1976
(million pesos)
1973
January 6,488.1
February 6,633.0
March 7,118.5
April 7,116.3
May 6,918.3
June 2,100.7
July 7.121.8
August 7,112.2
September 7,406.1
October 7.203.0
November 7.258.0
December 8,152.5
1974
January 7.524.8
February 7,766.8
March 8,297.6
Agril 8,471.8
May 8,447.8
June 8,958.7
July 8,823.2
August 9,244,8
September 9,140.0
October 8,994.6
November 9,107.4
December 10,220.1
75
January - 8,788.9
y 8,636.2
9,348.1
9,499.6
9,527.6
#,606.8
9,238.2
August * 9,886.5
September * 9,974.6
October * 10,062.7
November * 10,150.8
December * 10,238.8
* Projections
Source: CB
INTERNATIONAL
RESERVE
{Million US Dollars)
1973
January 327.31
February 400.49
March 462.37
April 517.27
May 600.26
June 648.66
July 680.36
August 748.77
September 762.46
October 740.97
November 797.62
December 876.96
1974
January 921.30
February 999.13
March 1,013.74
April 1,100.46
May 1,192.72
June 1,188,956
July 1.194.69
Augnist 1.205,68
Septsmber 1,147.68
October 1,121.01
November 1,179.46
December 1,166.48
1976
Januery 1.260.78
February 1,294.03
March 1,223.99
April 1,178.76
May 1,161.12
June 1,129,562
July ¢ 1,192.67
August ® 1,193.27
Septamber * 1,193.97
October * 1,184.67
November * 1,186.37
December * 1,196.07
Sourca: CB
* Projectioms

(Continued from page 11)

A major factor that could
expand domestic credits is a
projected 19 per cent rise in
the credits of the com-
mercial banking system —
P31,033.9 million by Decem-
ber 1975 as compared to the
actual December 1974 {evel
of P26,178 million. This will
comprise 87 per cent of
domestic credits extended by
the monetary system while
the rest will be comprised of
credits of the Central Bank.

Domestic credits of the
Central Bank are similarly
expected to amount to
P5,164.3 million by the end
of the year, nine per cent
higher than the December
1974 total of P4,741.8 mil-
lion.

The growth in the domes-
tic credits of the monetary
system is somewhat below
the increasing demands of
business which needs more
funds to operate at the same
level as last year. The subs-
tantial increase in credits will
be partly deflated by pro-
jected inflation rate of 7.3
per cent for 1975.

Money supply

By the end of 1975,
money supply is expected to
increase to P10,238.9 mil-
lion, .19 per cent higher
than the end-1974 level of
P10,220 and 16 per cent
more than the June 1975
level of P8,788.9 million.

Mainly responsible for the
moderate expansion of the
money supply is the net sur-
plus in external transactions
and increased transactions of
the Central Bank and the
commercial banking system
during the year.

The downtrend in the
world prices of some of the

untry’s major expert coms - |
idities  like c:‘;h and

sugar and the high cost of
oil and raw material imports
are expected to result in
lower foreign exchange reve-
nues in 1975.

International reserves of
the Central Bank and the for-
reign exchange holdings of
commercial banks are esti-
mated to reach $1,196 mil-
lion by the end of 1975.
This is a 2.7 per cent incre-
ment from the 1974 yearend
level of $1,165 million and
will exceed the June 1975
level by about 5.9 per cent.

The movement of inter-
national reserves during the
first quarter of 1975 was
generally uphill with the
peak level posted at
$1,294.03 million in Feb-
ruary. By April, however,
the international reserves
executed & turnakout and re-
versed the trend. It was only
in June that the reserves
started to inch back to
$1,192 million. The reserves
are estimated to climb up on
a moderate scale until the
end of the year.

Money market

Short-term money market
rates are expected to move
further upwards towards the
end of the year as demand
for money usually shoots up-
wards in December.

As of the first week of
September, a tight money
situation triggered off by the
Central Bank's issuance of
P200 million worth of CBCIs
and the speculation that oil
remittances may carry on for
three weeks sent rates spiral-
ling to abnormal heights.

These are expected to
even go higher as the CB's
rediscounting windows face
demands of the Christmas
import season.

The stock market

The stock market is ex-
pected ta react negatively to
the new government pslicy
imposing — from January 1,
1976 — a graduated tax on

capital gains in addition to
the one-fourth of one per
cent tax on stock trans-
actions.

The new policy, which
was announced during the
last week of August, stunned
the stock market which had
enjoyed tax-less capital gains
in the last five years. This
sent prices falling sharply.
Some shares recorded their
lowest levels yet in two
years.

There is still some con-
fusion on the interpretation
of the presidential decree.

Falling prices were further
aggravated by gloomy pros-
pects for copper and gold on
the world market and the
possibility of another oil in-
crease by next month.

To a certain extent, the
new capital gains tax is
hoped to be acceptable to
mvestors. This tax will be
treated as a separate form of

taxation and will not be
lumped with either corporate
or individual income tax re-
turns.

Balance of payments

The external sector in
1975 is projected to en-
counter a total deficit of
about $514.7 million.

The estimated deficit, in
the balance of payments
position of the Philippines in
1975 is a reversal of the
$109.9 million surplus
achieved by the country in
1974.

The main drawback in ex-
ternal transactions for 1975
will be the dramatic decline
in the balance of trade as a
result of the shortfalls in
world demand for and prices
of leading Philippine export
products notably, logs and
lumber, copper ore and con-
centrates, coconut oil and
other coconut products. A
trade deficit of $876 million
is projected for the year
with total exports declining
by 14.9 per cent and total
imports growing by 2.6 per

cent compared to last year’s
performance.

Central Bank figures show
that in the first six months
of 1975, current transactions
recorded an outflow of
$119.1 million. This was a
result of the inability of the
non-merchandise trade in-
flow of P309.7 million to
offset the merchandise trade
deficit of $428.8 million.

Although there was a
long-term capital inflow of
$21 million during the first

(Continued on page 14)

TOTAL LOANS GRANTED TO THE AGRICULTURAL SECTOR — BANKING SYSTEM
{in million pesos)
Commercial Rural Development Savings
Banks Benks Banks Banks Total
1970 2,194.5 496.6 64.8 1.4 k 2,7572.3
1971 2,5135 609.6 61.4 4 3,184.9
1972 2,651.2 708.5 _100.0 1.8 3,361.5
1973 2,827.9 976.8 100.1 .5 3.965.3
1974 3,261.2 1,669.5 255.6 30 5,189.3:2
1975°* . 3,404.0 1,706.1 301.6 3.7 5,415.4
* Projectad

BEYOND THE HORIZON

We have an unshakeable faith

in the destiny of

this nation.

Its dreams reach far beyond
the horizons of this

[}
And in its great determination

vibrant generation.

to make them a reality,
it has incessantly harnessed
genius and resources.

Thus, we see its sinews of

progress and

development:

rapidly gathering strength =
with each passing day®

This, we are

proud of.

Philippine Pacific Capital Corporati:
has an unremitting commitment
to contribute its share — expertise
and resources — to
national progress.

Philippine
Pacific
Capital

Corporation

3rd Floor, GPL Buildiny,

221 Buendia Avenue

Tel. 89-45-61 o 87 04-82 to 89

and

3rd Floor, Concorde Condominium Bldg.,
200 Benavides St. cor. Salcedo St.,

Legazpi Village

Tel: 86-53-95 v 88 33-84 o0 88 24-58

MAKATI, RIZAL

AFFILIATES: RIZAL COMMERCIAL BANKING CORPORATION * CHINA BANKING CORPORATION *

NOMURA SECURITIES * SANWA BANK * MITSUI BANK







