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I. In_x_duction

The desire to accelemate _he rate of econ_nic development

has led many LDC goveDrg_nts to establish state banks and other

types of financ/al institutions. GoveaTmm_ntfinancial institution,s

(GYf) could be /ntended tO expand an othez%/se -_-_i private banking

system and enhs_ae the development of the finarc/al market and its

ir__ function. Tk[s change is expected to help in savings

mobilizati(_ and therefore growth. In the majority of countries,

GFIs _ put up for the mode specific task of implementing

selective c_t policy. Th/s generally includes The prov/s/on of

C_t _0 _i_y sector_ 03_activities usually at _ than

mamket interest rate, The Philippines has adopted the second tack

and its GFIs have been extensively used as a direct vehicle fur

implementing its financial pxx_.

GFIs eould be used foreachieving both er_s, i.e., savings

mobi]/zation, and selective credit eontrol. There s_% however, some

practical confl/cts /n trying to acc_sh both. To be effective

intermediaries, GFTs must compete for the funds of su1_lus un/ts

part/_da_ly savings. They have to offe_ attractive yield ar_

other featz_es on th_ financ/al claims. This they will be able

to do if in turn they can relend the funds to the most productive

and f/nancially viable _ so that they can _epay the Surplus

units with h/gh rates of interest. Selective cred/t oontrol (SCC)



tends_o _inge on the _almxl/ngdeeis/onof C_[!s.As p_act_=_

in many LDCs,it usuallyinvolvesthe _ant of cr_t incentives

to selected sector_ activities or _s of borTowex_ that the

p_ _nt to pr_note and credit res_rict/ons on

lending to other cate_mies of _. SCC _ss taken _ fo_m

of prefe_ant/al loan z_xte,z_diseountin_ facility and r_serve

_t, and/c_ _.tfolio ce_1_ngs and flcors. _an. the loan

r_te _s a_4_mlly _ to _ge Lnves_nent in a partic-

ular cate_0_, the lending institution is not able _O attract as

much surplus funds as would max/mize its p_ofits _a%e. i/2ewise=

a GFI wb/ch is _sated to ].endat lowe_,than market _ate of int_a_t

to a favored S_oup of bo_ is prevented _ maximizin_ its

//%_e_t/z_n fl_on. .Itca_oz bor%_w as _ aS ti_ema_.ket

_id bearwhen the interesZrarecaiiin_iS belowthe eq,_l_iL=

rate. Policy ;_%%ker_us,,_ly augment GFI _axis from deposits and

other intemmedia_ed sma_es with p_fe_utial discounted funds or
'i

b_d_et_y support. Theseallowthe GF_ to incr__aseits lan_/n_

level h/_ t/ieyweaken _ts inz_ role. Such sup_ may even

inculcatea habitof tel/anteon inst/tu_/c_ _ to the

ne_ect of in_m_i_t/on. ManyAsianGFIs havebeenmm_d this

W_y.
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2. Theoretical_k

The raZionalefar SCC put forth by developmentfinance

ecomm_sts (Bha%-_,1978_ Johnson, 1974_ Fry_ 198_IKhatkate and

Villanueva,1978) is the presenceof external/ties,indivisi-

bili_/esand imperfectionsin _ capitalmarkeZ,. The intent of

SCC is.1:opr_vide credit to privateactivitieswhich have obvious

externa//_/esar .tO groups of bu_s_wers.whoar_ unable to make

inveslm_ntsin the best yieldingprojects becauseof lack of

access %o c_zed credit institutions.

It matters very rm_h how SCC is used, The best pankageis

cne where savingsmobilizationis combinedwi_h selecZivei,lcerttive

for inves_Dantswith clear ext_ty c_ with high social_%=,n.

This is illus_-atedin Figure I below which draws simple supply and

demand curves far funds. The supplyofFm_dsis assumed t-obe
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positivelyresponsiveto intemestrate. Two demand cUmves a_e

•dr_wn, DADA is fc_ activitieswithoutexternalitiesand DB_

f_ r/_se with _x_nalities and other reasons for high soc/al

value. The pur_ly privatemarginal rate of return for B

activitiesis assumedequal to A so that =heir purely

private re_e of retlun%curve is DADA.

Taking _t of exterr_1_tiesshi£_ upward the marE/hal

r_te of re%_zrnto Du_DB. The aggregatedemand curve shifts from

DD to D'D'. Without interventionthe equ/1/briutais at Y

with RE intemest rate and FE inte_m_/ated funds. ¢mgnizanZ

of the external/ty,policymakers should interveneso as to be at

C. Op_/ralrote is _' and inte_med/atedfunds is FE',

both are lamgerthan aZ Y. At the new equiiibr/um,funds

_11_.aZedto A is smallerwhile that for B is la_g_ than

previously,i.e., a _ c, and e versus x. SCC

m_st be used so as to hr/ng tP_ level of investmentfor A and

B activ/t/esto the soc/allydes/x_le levels. F/l-stis that

the policy maker will have to choose an equ/1/briu__ate, _'.

Note t_hatthis is higher than what the market would choose. Second

is tha_ the fir_ institutionswill have to be motivatedto

lend FE' insteadof FE by compensatingt_m-with s:m'e

sub_ equal %'o _'R S. The subsidymay come f_,. budgetary

_l_ion _ noninflation=_ seignic_age. This is the best

strategyfur it achievesmax/mum savingsmob.ilizationand opt/mum



reso_ a1_.ation. Alternatively the subsidy _-mybe dimemtly

given to the borrowems in the form of tax exempt!on OZ'outright

•transfer that would shift their demand curve for funds to DBDB-

An alternative strategy whic/_is the mo_.epopularly used in

LDC including Asia, is for the central hank to give special r_lis-

counting and or budget allocation for lending a_.lowe? than market

r_te to aeT.%v_tiesfavored for tha/m exterrm/ities, development

_ct, etc.. This s_te,gy differs from the above in two z_spects

--one is that it results in lowering the rate of intemest below

mamket and below the optinml level pointed out i_ sZr_te_y I.

Savings m_biiization is diminished as refinancing and/or budget

allocaT/on supplements savings mobilized at lower deposit _ates.

It also ter_ to segment the _a_ket into the favor_ and unfav_-ed

one. If GFIs az_ used ma//llyto _plement the selective stmaZegy,

the segmentation takes the form of private and public se_ctom

division. It involves a selection of priority activities and a

choice of een_r_l bank refinancing conditions and len_ rates.

Oftent/mes, the decision to lower the loan mate for selected

sectors _ activities leads to a decision to mepr_ss a]] r_tes.

Th_e are many vardations to this strategy. The extent and

ccmpl_xity of the selective cohrrol diffe_ _ c_untr_ to

country. GFls tend to play an important role in implement//_ SCC.

%_e m_-e extensive and c_mplex the SCC strategy, the gr_ate_ the



need for GFis which could assu__,th.e/m_plemm_at/on. '2he

private finial secto_ a_e p_one to evade SCC mules.

Cons/_er the ease wher_ SCC rules are applied to GFIs only

leavin_ the private sector to s_-vice f!eeely. Policy makers will

have tm choose the amount of funds to be given to GFIs and the

rate of interest they may charge. In omd_ to _et x activities

going, the interest r_te must be set at _. _.'J",eprivate _ctor

eatemir_ to A is r_w faced with.the ag_megate supply. The new

equil//_ium is at a lowem r_te., _A lower in'ter_edia_ionlevel

FEA. This slmcate4_yis def/nitely inferio_ to that described
at

above. The level of .B investment will depend on the rate of

interest Chosen. The level of A inves_en£s will be lax_er

than opt/m_, vemsus a "inFiN i. Tot_l inveslm_nt

in A and, B activities will tend to exceed the opt/reallevel.

On the.other ba_d, surplus units are indi?ectly taxed to the ext_ht

of the in,ernestsurplus they are made to fc_e_, i.e., the tin/angle
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3. _veCnedi_ Cmrerol

ccmp.l,tc_:_ rim:just _ _C's _D.oca_ve..tx_b,_m_ ,_ _._

_p__,. 'I_..,_ of c_edi'c _Cy _:/.._s,.m_

f_ _t end _o solve _ Ov_ sesmeme'c/m.

_e_mzt_ " . _sucha_,a_Za_ve.lyx, e.U_

i_ _eenuhe__in c_c _ _ _n ,.he x_um_ __ns_ ax_m.

a _ mmhsn_ _ ,_mmei:e_s_:aZ.zy _ ,=_',._.. 'I_ z_

of. _ and._ _'a_._Z_esaf'_em:._

#



o__i,m could_ diff_ signifi_y. Th_

F_ al__ves in thecen%_mayfo_ma cc_Vinum__-

fo_ _nti_ while _t in t_ r_m_e _ a f_ _s of

_m_Uy _ _i_ and_ oo_%.___

may_ _. Manys_e___,m_ _ _ _ _y

_m_es_ible_ c_zed cz_dit,ag_icult-_eandsmallmmLle

__ _ _ o_-io__. A__ _ _m_ _ _.

l__ _ indivisihi!itiesareho_ve_z_!et_with__e_.

Thei_a_L_icaticmof sec_ o_ activitieswhs_ _ _

1 1

_c g_v_ _ ur_m_cak_t2m_ _ i_ limited. In many

_, __s _e _en_ in_olvi_. c_ve_pm_ peom,e_

_ve _.lec_ve cz_t __. In n'_'_y,',_, the

_ogosm is_gza_ly d_lo_ad andi_sc_ z_es sm_

incentive_ de_ ez_itrs_y. _ may_ _



_.=,,$=amr__ ,gcc,_.d,m._ewJ_,,,:_1:t,p_ms_ __

__._. scc_ 1:_,m_, _=_ ._ _ =m_-

=_ m_ _ f_=_._'_-_mz,_ .__'_

_, _ _ _'_ ,o:_:,
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scc _n_virg the _ ofsubsidizedcz_di__ to work

imtif_-fiom involved. Fo_the __s to be able -L-'olend

at: below nmz',krcre:re, it: _ z,a'_.onargl/_ obtain l_mds at: also

low m'_e. T'ne_ ,.,,gzzdowZ,asbeena po_ _:m of

funds_ _ _. F_mmiaZ:L,mt__ p,_z,t:im,Ze_Zymm

gFZsaZ',e=m:m_ z,eZy_ the c_,-_ _ f_, _,mizl _',miz,Zorn
,ira

z,:x_oziof=, itisunzxo_'m_e_ _ _ _ _ms _

_. 'Zlmlmbit of _ _ _e eeml:z,alb,m,lk/,_ f_.

sccmy be _ by in_ z'am_ _ _'_

is im_tabZy_ _ thedev_ of_e firm_

_ _ a whole.

Ou__s£s M'm_,-s._zt SCCis rot:. _r_ easy d_,___'_

ir_ _ _he desmz_fc_ and supplyo_f' _ _ and

esp_A_y of _che_ _ value_e of _zvestnmn_s

_ ext__Les _ iz_v_s£t_z_ssand'thrum_ ._ee__

f_.. im_icms _ to.acxxzmzxla_.TimanaZysis

_ _ msmg SCCtx:x:,ls,the _z_ly_ _ _besn_t

impa_sav_ m_ _.,,_ ar_an.Zc_i_nis_

sunhas disc_sed in Fig_z_i. _ _ l_ _x:,_
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for _ I_rojec_s er_ _ f_ aem_ holde_.

The f/gu_ shows _m: whenm,er_ere er_ /nves_err_ wh_e soe/a-1

e_eeci the .srk_ rate. the _ pol/cy is t:o r_se _e

/n_ere_ _te f_n i_ pe/_e equtl/br/_ level. Yet the tendm_

of ..any eP_mm_ /s_.o lowe_ _ r_te. This is _ by 1.'.-

See ere sme_ appl/ed _ m_/fie p_ojec_s _ i._

are srm s zec se=raz aa.

w eva3.ua't:e.the _ _'L"eof retu_ c_ _,.,_e:_ pr_ec't:s but:it

is _ _ iuposs/_e to _z_.,r_._ i.,_c_:_non _

ecx:/al _m:e of z_:_m _a Lroad e_-tm_ grouping _em expor_

inf_ _ __ _, _ hence/nq_-fec_ the __ the

_ams=_. A bro_ ea_ by defi._ W/_ _ mny m=.e

I:_jectmove_wh/eh no _,._mm_, _ _, cem tx_s_ss

basis f_ _ the _ _e and the _ _-m:eon

•_g _ of _ _ lead _o _ and d_,i.teme-

d/a_/on. If the subs/dy _D favu_ed _ is too _4_, it w/ll

r_sult /n a _ out oC_ _fa_ p_ec_s; I_ t.0o ll_le.
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rate_ s_ll_ _ _ of inv--.

In the _ of _/nfc_at/_n shouldpol/cy

:i.n1:ez,v,s,wa_ "bbemsz,k_? If'_ _'_.(izy does r_t appea_to be

iZ .,,,_'_ be _ to leavet_ m_ket to dee,.ideon the

.oflwiva_ere_n. _a _ of maz_ f_,_ _ also-besma_. In

If on top of _._/sa wren,SCC _oo!is used,the negative

¢b_ t_ only .'t:c_y safe "tool is .the _ s_Lid,y t,o .tde__le

_ i_ec,ts in the f_ of inzer_ _ subsidym,

f_ i.nstizu¢ion. _'_ _ves _iven 1:o bar_ Zerd,

_ the _ _edit a._.az_o_, _en an _ _

z_ze _-O.b_ is _ in ed_ti_n _o _ve red_*_._ and

re_ _, _4ese.ne_cive _ _ _a_,

__ on __ e£ren_ and ScC _sc_s

l_ese_ in a _t loosemannem. _ is _..

_ _ t._ _' .fez,SCC. _ is a big debar:e,
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men_=-y_e whilea CB_ almostau_nm,mm _ _ the

and_eof _/t. LDCs'CBsarepar_/uu/a_ly_ulnmmh_,,

1:ogoverTme_pmesm.me1:oassistva_/ousgroupsof

/ncl_ the_vernmm_ .itselfandthere'Is.Its_

my _ be I/m/tedto n_i-//ati_a,7op_-_ uses. Cred/t

be an _ ml/ti_1 tool.

•Samewv/ter_a_e._ with_e effeet/v_ of SOC.

Taz_. SCCis judEedeffectiveif _,_t_tis allocateda_

_o"planc_,_ets. KhaT_ateandv_llanuevaapes/milarly_

/n the-eff_t:/veness quesz&=n.Th/sis z_=le_ed_n _ u_/_eMa

The!/_ hasbeen_ez_ed wit_the_

no___ i_alf 1:o_ allo_a_iveand/r_m_1_t/cn issues.

The s_,c_ss of _ in _ _ive _ff_

_ef=_ _ _ _ may in fact depend_ i_:s s=_

_ on the toolsused. Ve_ _cx_dinformation is

_/fy s_c_:._s c_ projec,_s _ of SCC. _ _x_,m_
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_, the value of extsmna_t/es needs to be a__ed, the

imp_-f_ and thai_ solutionss_fi_d. Govmmmm_s' capabil-

ity to _ this infemma%ionis limited. It should _'emefome

desis% from ado_ an _itious SCC m_gram, i.e., o_ which

_xtends_ activities/_ in which i_..hasI/tile om no infc_-

mat/_no A poomly selected SCC proSramwill prove counte_ive

while an _ive c_a will rand %'o_I out its selec_vity and

h_ with i_ allocativeproblems of The _/r_ e_/nE from finan-

cial r_ssion policy.

How selectiveis the policy _o be? Should it be a_lied to

indiv_kml cases _ to gr_mps or eateries of _ctivitiss

_ojec_S? It willnor be difficultto find a number of projects

which __u be _ to e.v.hi_t _ z_t_alit/es and gz_.nt/ng thsm

s_eidy om im_sing on them a tax would nc_ be a p_oblem. I% is

a_oT/lemmaTte_ _D find a broad group of actOr/tiesin wh/ch all

the _ts meet the cz/te_/aZ_ SCC. bet us take the ease of

export _ strategya_mptedby many _ and which g_nts

fa_msablecred/t and tax _mea_ren_to all expcr_ /nd_.

within the ina_-_, _ fi=ms _ likely_/_ as to _

and value of _ eXt__Y; some may not even have any _e_-

nality, The same problemapplies to oThem SCC rat/inhale,say the

solutionof s_e ,m_ket _pe_ections. For instance gFIs are_

establishedin rural _ to oat_ ro a_icult_al _ who

have no access To financialinter_red/a_ies.Oftentimesc_t is
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gren_ed_ the _ at uniformsu_a_-ed z,ete. _ all agr/-

cul_ act/vi_/es4aser._ subsidyand y_c they q_1_y f_ the

SUb_ by v/z'tUeof T/_" beleng/ngto %h_ favorede_te_x'y0

As the numb_ of _es coveredby SCC inc_ases, Zhe a1_tive

and financingproblem_m_!tipl/es.Financing a _ subs/dyand

_ may be found diff_Llt and may lead policy_ 1:o

_ _ e_nsien.

The ammse caacusszon_m_._ zo put t_ge_S_e_scum of the

or/ilealissuesin sel_ve cr_lit_i. _ isno disag-

z_saentabeut the reed for SCC when _he _ is in_ete

im__. _ ar__v_ _ ain=icultiesins_i_

a_ a c_-z_-t SCC s_ategy. First is the _m /nfcrma1=_n

and_aluati_nof the/ncentiveor dis_ve _o he _.

is the chs/ce of SCC %-ooi. It is _ that Uhe

of _si_i_ __ti_s _mouldraisethe_'_ i_

ra_. _iva_ed_mandf_ theactivities/_ wi_h

use is in_s_ subsidyto the _to be fully _ bythe

societye/thm_ _ a tax c_ c_ bank sei_. SCC

t_ols _ _o increase the supply of funds _y Th_ '

r_It in _ a!lom_ionanddisint_med/a_m. _ is the

que_ of U_ _ of agg_gatien at which SCC is to be
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applied. Should it.. be on individual p_ec¢ basis _ _ i¢

app_ to ca_ies of activities? In r.he .fom_ ca_,. SCC's

_ be 1/s_tedto proj_ in wh/chthe _ _/al

valueis shownto be pos/tiveand _or_ z_qu_ of _ve.

Butthe _C progremin 1_/scasew/ll_ modest. Apply/hE

SCC _o Z_ps c_ categoriesof aut_v/_/esis nec_saVilyfraught

withinformationproblems. The p_ willhave_ _ up wi_h

sa_ soo_ valuat/on_ _oups of ac_vities so _3m_

or _-oupsc_.s_vir_of ircen_ivescan be ide_t/fied.This

_k is nea_/mpo___y. On_ _ _i'e withine_ch

ca_ on _he basisof _ _ei'ur_.

of <=_edi¢and the su_sCiCuca_cy of f_ _1_

whio_ funds ace supplied ¢-olending i_,_s_CuCio_. I1: is fal%

chat _ e_e of mino_ _ as _ to _ _ issues

_, above.

Fim_ly, ._a¢¢ suS_eststhatbeneficiaz_pro_eccsof SCC

shouldbe _'aXmrmiallyviable,_e the lendingi_s¢_ic_

_2,.._,,_,H::i¢s supplyof funds.



3. AsL_.nZ_xm_'-J=e w_h Selective C_ed/t Control and Fina_l
._ , ,,

The aboveazmlysisdistingu/shestwo _r_.sof SCC tools.

TypeI ame t_osetha%w_k on the demandfo_ fundsand typeiI

ame Thm_ethataffectThe supplyof fu=_s. Includedin typeI

are _ z_a%e g/yen to the _-_owe_ o_ Zhe lending ins%/,

tut/_ which lowe_ t_e effective inta_s_ rate foz, favc=_

_. This SCCis equ/valentto tax incentives,n-ensf_

and G_elop=m_ su_=x_ lik_ infrastnmttme bu/ld-u_ and teem/eal

ass/_.anoe.They leadto o_streductiono_ markat_ and

t_ to an _ shift in _e de=and for _/t. Tn_eI

SOC,by. izself _ _ interfer_ with irCerm_,_/on. Type II

8CC imm_des all s¢_ of supplyin1:ez_eningcc_is suchas

•t_ _i _ Zoansand de_osit_,differed z_dis-

c_unti_ ar_ ,_m,e retirement, _d loan _z_e_:s a_ c_/ir_=.

A11 these t_d t_ _zibit f'_ intl,/on _ savi_ =_bi-

•zi, at =  m=rez

-m z,,es_t. _ _ _emren_at/on.By de.fL,'d.-_:m,,se..1.e_,_ve

institutions(gFIs)than by p_iva_eintez,-=_ies. It:is _=,=-

forez_levanl:to seethe r_a1:/veimpedanceof G_s in the

financ/almaZ_et. I_ is to be _ _a_ the mome extmnsive

of any sel:of SCC.
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of As/a,_ _, _ludi_ Jamn, _'and

F_y's(1982)wu_kent/_led"IntexestRa_ /n As/a"andthew_i_'s

•s_,ey of.Pak/smn's_ S_ andC_4i_ PoLioy_.a_a1_

s/a,I_s'tan,"_h, _ tanka,Nepal,_, _ I_._p..

e,:__ "typeIX SCC;allhave,._'t_ _ s':a'_I/ed

sre___!.___ad_/s. Theyvary,__, in thena_ and_ of

theSCCused.an,:iin 't/',ez,e/a't/ve,imp_ of ti,w__IT.s._:.:,m'_

Of Thin_ies __ I SCCL

Tah_ I _elow._/vesa _ pi_n_eof the_n_/mmSCC

%_x,lsusedby eae.h_. All _x/es use_ k:_m

_-_e,a,_i_-,fe,,,_da__-,,:_i,._f_-_ f_ m"/_i_ys_.

m_j(=.i_-.__si.x _ of tenimpose,=_t _ a=_b',:_c..'{_._

allThe_ly usedSCC'tools.Fou_,_un_z/es---S_Lanka,,
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I:_ oI:_ oma_Imies.

for selective al_. "Ta.i_m and _ follow a hlgh deport

rote po_cy _ a _t_ f=' mol_._ savings, i.e.,

i_/a fo_ a £Teem_d_t _ _ fo_thei/m/tedo_t=_l

c_t fo__. It facedn_ _ohte.withsou_e.ing1cans.

loan _ate _;1_nSs which az,e found to be inaffecti_ly Jmp_

itses_Aly pod.rate_ sys_s.. _,e _-rfct_y's

_Tr.iC_ _S, mcx_over,_ne_l_y _ z_sul".Z_inposi_iv_

deposit r_es. _is_an ha_ _ried_omobi_zesav_ _._ _.
a hi_ _ m_:e policy.Butthe__ ic_loan_I_

d_% m_es, _ disabling_ totally._ca__Ycont_lled

=o_ W==_fec_iveZy z_stz,i_e_ by low loan and deposit

/nst/_. The DFIsintheseommm/es, Fakistam/n_ude_,had
_e_ on eenU'elbank¢=.edi_andoth_ .cn-/ntez_=_=,_edsou=,o_
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and _. _ o._/_e of _ aounU,/es is made on

bas/s of the w_-r.er,'s femil/a_ity w'i_-i_ _,

a_'_-y of dam _tme _ar_e of _ _pW_ _

_ppines. The _ _e.s _epresem: the f,_l _ of

enoesin t_ SC__:_age Used. _ _d _.s':.an _L_,__

_ls _1!d_msr_c f_ /nsti_ andit _ _v_

ma_e and cr_i_ allocaT./c_policy, however,diffe_

LDCs _ i_s DFIs fc_.ma _I se,_meni:of ,the ma_k_ and Ix%my

onlya _ ,selective_ed/t _ role. SCCis _ear_d_o

_ly _w__-_ and.a_r/¢_!_.

,_es ove_em _ %_ode_sd_s_e_ile_kis_anbegan_ de_lop

m_y ova-the last fi_e yearns.%1:would -_.A=n_ _@a_mve_

migtmhavebeentheinhibi_ effectsof SCC,theywereno_

em¢ _ pe_om_d __y "inspite,r_ be_a_" of its

cz_di¢policy.We :myaz_m thatPakis_ma._The/Zay_might

havegsmm fast_munde_a marer_esoneblec:_ii_po_. Ina
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lat_ sectionwherewe O_pa_ the Philippine's_ of SO:

1:oits _ _, :wewillfindthatits SCCwas obs_tive

_ _y, s/me the mid-70swheninflation z_e _h_d

_o-di_t level and%hsgoverrmP.nt_ly inCem,en_in

c=_¢ decis/ons of th_ GFIs.

4. l_m_'S Cmedit PoLicy

l_'S _t policyiS ehamacte_izedby (a)

_p/aon_rol off_ ir_inzricm, (b)fi_ of

n_1 intepestz_'t'e of _ on deposits,(c)d_/fement/aCmd

a_ _un% _tes f_ a widev_iev_of_ andeloN

=mi_ of_t alloea+Jnnbyth,vaz_ousfimme.__,_inm/-

includ/._ _/t taz,g_cs.for _ m-_ps of _z_z,s/

activities.The _' Associationsetsthe depositz,aZe

at fa/Dlyhigh levelfollowiI_the policyof savir_

m_bilima_nn.TheMini_ of'F'_ whiemhas_%y ove_

the spe_ _zadDFi and the Bankof _ (BOK),its centmslhank

which_¢ns omm_mcialand _ banks_ae, _ lo_nand

z_Lisoount_tes.

_.I. _e_'s Fina_ System. The _ of Kocea's

f_ systemis bestdescribedin Table2 which]/slmthe

ins_/_/=s and _ _a,/ve _ me_a_ by

the valueof the/rassets, it ,hasa c_ hankcalledBankOf
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_x_a. (BOK)with its sCanda_developsent_/ented ;xm_s and ,_le.

Pry (1982) _.assifies _ amongcoun_mieswith a _lif_l:E_n

of s_o,&_t_d ins__. Tn=c,ea_e a total of nines_zed

banks with a maz,ket shame of 35 _t in 1982. Th= inst/tut/ons

are _=_ssified into _/t moneyhanks _s_/ng of ¢utm_-_;,1

and spec__=1:4zedbanks. Tbpl,,l_z_et clienteleis :-ndicatedby

?

havethe_s_ shavein thef/na_4_lsystem'sassetsb_ct_=___

dcmirmncein _ is notas _ as inothe_AsianQoum_/es.

Thei_ asset sha_ _as aho_ 4! percent (1982) as _ 1_ 76

f(x' Pakis_n, 67 foz, Thailand and 80 for the P_l/p_meSo

-: The._=_1_. shaz,e of ecmmmv_/albanksin _ is partlyexp1_d

by the i-elagive,sucoessof _he DFIs. They weme able to competein

theint'azmad/_ion, businessandto _ on thahas/sof i_e¢_=- •

_1;ed r_the_thancheapc_r_l bankerei_.

_._..Zntez,s_ _ate PolicyandStz_-_mme.Up to,thefirst

quartetof 1982, the 8ovez,nrm_nt set a/xx_ seven loan rates eove_

74 loan ca__s includinE 16 caZeg<_iesfc_ depos/tmoney

banks,1_ f_ _ H_mingBank,13 forthe_icul_ur_l_t/ves,

7 f_ Small and Medium IndustryBank, 13 fur Fisheries_t/ve

and 8 foz,develo_ hanks. The list _ five finaly-p_/nted

pages.
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gnlika in ot_em _s (Rzilippines, _e/erCan, The/lm_)

z_tes we=,evazied f_'x:myea:_ _ yea._. In 1980 when the /me(meet

z_Zes wez,e_elat/vely _, loan ='ares ztm_ed _ 5.5 t_o 2_.0

_. There appe_ 1:o be _hz,ee t£ems of Loan z_:es: 20-2_ peru-

cent:,17.0-18.spe_en% an_3.0-Is.0 _t. Znehighest _,/a,,,

2o-2_ _ was appli_ _ the z_n-p_.f_,z_ _ in all

Bm_k,rm, _io__, _ the _ishez_s __.ve em,.ks.

No_ that even-r./'_ develo;ment banks and the thcee othe_ m_1_-ea

_ _ _ _ _ 17.o-_e.._ _:_:. p__f_

z_tes fcm spee_ific_ _ puzgosewere set fo_ eeah f/z_ne/al

/x'alZ_lZ:i(:n _ as extx:_-t and ship_ at _ ham,s (15%),

,,_i :Lomb"atdevelopmenthanks(13%),fo___n-f'_

a_ the ._11 _ _e_J._._Ln_.zs'C_ _ (8-9%),p_bl_c _ a%

_m_ea _ Bank (8%) and lo_m with _ _ at _/_

__I _-pe_a_ive B_nk (3-9%)a_d f_e/Sn_is_d loans at

_he Fi_y _ve _ (S,0-9t). This _te _

_ init/_%eda h_h inteZ_st rate _ol_ in 1967. The

_st _e _ had a wide_ range in the ea_li_ _m_. In

$970 f_ it_T,a_'e, the z_n_e t,_LS$.0 t:_ 29.0. A new _-edi_ z_fozm

_ t985/nvoZv/_ danet/o_za_:m of _ bsnks

z,aduct/on of SO3. The lat_er led to 8_aCe_ unifo_L_y in the in_e,,es_ z_.e

_. In 1983 _ the loan z_l:e on a_r.-_: all cat--s was %0

•pepom_. Fe_ cate_ies were _snted loans aZ pmefe_d m_es,
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i.e., only _ose _Z _ f_ by the gov_t and fc=_/_

as_/sta_e in KHB, ACB, FCB and SHIB. Expoz_ceased to be a

favcr_d _ by The end of 1982.

While the loan rel:_ s-truc-Lu_ was qu/Te cu_!ex that for

deposi%s is s/mple and var/ed only by ma%-_i%7 frua demand

depos/tswh/ch earned interest _o t/me depos/tsof one year and

ICiEr. In 1980, these earned r_spectively,1.0-_.8and 22-2_

;_o,_z.onthew_le,_ se_f_ly high_ _osit

ma_s though not hiEh _ _o offset the inflat/onre.l:e in saae

yea_. The grant/hE of low loen l_ates m fa_ sec%'o_ did not

absorbeda r_lat/velysmall shaz_ of

cr_/_. The _M'ee specialized_nrtions.-l_B, ACB and

FLB which lent at the n/ddle /nter_stra_ _/er_--_ cmly S.0

_t of _i f/nancialin_/_uZ/on assets. The ;r_fe_.ed

sectorsin the oThe_ int_ies also com@riseda small group

ofthe_ _d ca_:e_ies. The_m_ ofc._/t_o/_

these sectorsis roughly /ndica_edby the loanablefunds supplied

_o the ins%/_ frc,ared/scoun_ingat _he c_ _ and

na_ budge_. Table _ shews Tha% cn the average fo_ 1975-83,

less _han 15 pem_ of loanable funds of the _ systemcare

from Bank of Kc_-eeand 3.0 _ from the 8ov_Tmm_. We note

h_"_he_ even the spe_ _ed banks which _z_r_ed su_dd/zad

cz_/_ z_I/ed on these s_m0es fur only 1_ percentof _ _nal.
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The f/gules_ /n_aate that the hi_ _ in_er_stm_

pol/cy fo_ had a positive/mpa_ on int__t_ion and finan-

d_elo_mt. Depos/tswere the _n sourceof loanablefunds

f_ a11 inst/tut/ons_pt the _ Exchange Bank which was

rated %O f/nance/nten_tional _ansauT/ons and %o /ntermediate

f_ capi_Llwh/ch was flow/hE%0 _ in large voi_. Fume/gn

cmmIz/sed 50 per_mt of its Ioanablefunds. Fcz_/£nfunds
P

a/so _ subszan_/allyto _ banks c_ 10.4 peroent

to the _z_acl banks, 15.3 l_e_t. The _e _

foemen exchangedeposit m_t be I:_n'_ly ex'pla/n_ by the high

rote offemedand the sZab//z'tyand s_mgth of the won,

T_ avemaEe annual mate of @row_ of tDT_zldeposiZs ovem tJ%e

,:, 1972-1982per/od was about equaithat of GNP c_ I0 _. The

maT/o fluc%l_tedqu/te w/dely around the aver_lEematio of 34.9 per-

cent. It decl/ned from 36.0 _ /n 1972 %0 31.7 pemeent /n

1976 af_em wh/eh it shm_d an up_az_ n.and r_ach/ng 41.-2in 1982.

Dowli_ (1984)found a siw/ficant though not too suing a _-lation

M2/G_P and the Peal mate of /ntemes%o A casual look at

Table 5 sh_ws That only the _ drops _ r/ses in The meal rate

made piE_ept/blechanges /n the r_%/o. The f/psi oil shock in 1973

and the ommequent high /nflat/on_a_s from 197_ %O1976 led to

the deel£ne of _I_ r_T/o and the PosiZive deposit mate

beg/n_ 1981 (due to the drop in inflationrate) must have
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WoucCed deposits. Loan rate fell to 10.0 peco_¢ in lace 1982

and has since _ at ¢h/s level.

The level of in%_t/on is probablyundemstatedfo_

larEe curb nmmkmt _ /s included/n the info_m_1 sectur.

The cur_ mm_ket is of mixed naZure. Aeco_ _o Pamk and Cole

(1983), cumb tr_nsact/onsare emmsed %hroughthe bankingsyst:en.

They az_ _ %o get am_mmd %be rate f/_ed by the Bankers'

Assoe/at/on. A _ deposit_mplaces funds at a bank fcm loan to

a spec/_ic_ at mates much higher than the pl.eva_1_n_cme.

Park and Oole r_gard the curb macWe¢ positivelyin ¢ha% it a]l_ws

f_ _tion in the market. T_m widely _pcc,ted s,_,_ _as

seen by the a_ as a v_y i_iated case _ acooun¢ f_ a

m/nimal shoe of ¢omi __ns.

The deg_e of goven_m_ conZrolover the f_ mmrea%

was _ml and the inters% rate sn__ set _as qui¢e complex.

That these did not _ _c devalo_rmm_could be due _ly

%0 the efficiencyof hank managers. A_tly, scare _hip/

oommol of financialinstitutionsdid not lead _o poor decisions

or ¢he fin_ of inefficientprojects. In proof_ Korean banks

do not s_ffe_ fr¢_ default problem_and they have been able %0

smmce _ loans from intemed/aCed funds. The very high rate of

grow_ of the eccccmd is r_-lectiveof the allocaZ/veefficiency

of its financ/al/nsti%utions.
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has s_m_-_eddenat_ma!!zaZ/onof the fina_

PaZe _. The _ has ach/evedsucha h/Ehlevelof

develop_n__hatthe .needf_ mar_ i__ is p_ohahlymr_h

lesse_.

_a, the stateownsall of Pak/stan'sf_ ins_-

e_ept fu_ one DFI,the Pak/sTanIndustr/alCr_iitand

Invemmm_ and Inves_rt _t_:m (PICIC)hut wh/_hthe

ne_s controls. PZ/u_to 197t_, the _m_'m_c

_ _he DFIs_ in 197_,it na_ _

banksand the oZhe_in__es. Ther_is alsoa prolifez_tZ=_n

el_ele as the _ /n Table 6 /ndicaZes.Theseeons/s%of

a_/uule,z_1_,m_e_vlvehmks,a _ ha_k,anda small and

msliums_le __I bankand _,ee developm_n_finanee_e-m_.n/es

/neludingFICIC.

Pakistan'scr_liz!:olicyhas oZ_e_S_-,_1_,iZieswiZh _ of

h/ghdepos/t_ates. Theyhavea u_mplexloanra_e _ and

_v/d_ _ allo_m to DFIs. B_yond_hese_ ar_

substanZ/vediff_s in policyan_ in its /mp!_-_n_t_n, and
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possibly/n the qua!/_ of msrmgemr_. For one, Karea follows a

_y high loan rate pol/cy while Pak/sran se_: a generally low

loan rate stl-uc%'ure.Consequently,the pescfoPnmz_eof the f/nan-

c/al syst_n differed greatly.

Crelitpolicyis _ at "checkirginflati_ _.ssur_

_e cm_ui_mr_c of mm_tar__ expm_.ion to desired i/mits,"

"_ an adequate supply of credit to productiveand l_P/gm'i%'y

,"and'qm_ingingaboutan equitabled/su-/i.-_t/onof cPe_it."

_he.seobject/yesare to be ac./_evedby m,tlesra+.herthan by

situates/asthat wc_,kt2EDugh The int_tion activitiesof _he

f/nanc/alsystsm. DemLi!ed Pules on pcr_ol/o and interestrate

have been set %'ogovern the opere_d_m of the f/rarr_ialsystem° The

in_s_ t_atepolicy for fund mobilizationis _ from that

for fund use. Floor _es fez,bank depositsand relatively

ai-tmut/veyields ca other firmym/alassets like those under the

Naldmnal Say/rigSchemes (NSS) are set with the objectiveof

savinga_doem- su_lus funasin_ theoz_anizsdmme_. The]_m

retiepolicy z_-lects the _ad/tional view of _ _ desar_

cheap cred/t. _ cei//ng rotes az,e _ fur tx/o_t'y

sectz=_ and for long-term cz' fixed invesmenZ loans as _ to

rate for sh:a_-tenn or, wsrJd_ cap/ml leans. As a whole, the

z_szta_ceclin1:eresi:rate _v,_-,_n,eis curplexand perverse. The term

structurefor depositsand other financialassets is u_"_loplng

startingat about 4.0 percentfor 7-da_ depdsft.._drlsing to i_6
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_nt for lO-yeardeposits _le the t_ _ for fund

use _ loans is _ slopin__ at I_ p_nt for _king

capitalto 11 _ long-termloans, rea_ 8.0 p_ent fo_

fir-_neeof small hc_s.

The National Cr_t Consu!_at/veCouncil C._CCC),a hrDad-

based bodyI headed by the Gov_ of the State Baz_kof Pak/_tan

(SBP)the c_rtral hank, plans +._heaEsreEate_t expansionce_1_ng

and its aliocation (as oe/ling) to various i_ti.+uZionsand to

varicususes. The cr_/t plan states the level of suppor_fop the

_ve_m_nt buc_e'_r_ __ur_s and om_i_y opez_t_n, SBP

r__finan_ and othem _tions _o DFIs and the cz_lit eeiLir_s

and m_t_ _ m/nimum c_dit ta__e_s for _ banks.

bank is assi@_d a total credit h_]4ng and i%s _ti_ among

various lo_n categories--privateand public errt_r%m_ises,fixed and

w_in_ capital, small and !ar_e _nte_p_isesand hr_ad indust_a!

_. Mandatory_e_s a_e likewiseassigned for h_h _/_/ty

uses such as small-scalea_ricultureand business,and tobaeeo

m_Pke_in_. The _ate credit ceiling is set as a m_ans of"

e_n_ollin_ the _aZe of mo_ expansionwhile i_s allocationis

f_ _in_ the credit flow to d_ uses.

titsmem_hip includes the Plarmin_and FinanceM/nis_er_
the _ D_o_s of the DFIs and _he Cha/mman of zhe Pakistan
Bankin_Couneil for _he natio_a__zed banks, it is _ by the
State Bank Gov_-no_.
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In addition _o cz_/t cail/_s and floors, cummmc/al banks

a_e rmq_ to purv2mse gov_ issues in or_ar to meet a

S0 _t liquid assets to deposit ratio. There is no s_

market fc_ Eov_ securities. The StaTe Bank and ec_me_c/al

banks are the major buyer_ of The issues which a1_ floated ix)

finance gov_T defic/ts. The Eo_t has meEula_ly inc_

substanT/a! deficits, 25 _t in FY 1981-1982.

The impact of the regulations on fund mobil/zation,

flow of _t _o various uses and the intemest r_te structure is

hr/ef!y analyzed in the following sections. Over_1_ these pol/c/es

are found to work at cross-_ses and have not, themefor_, bean

very effective in ach/eving their set objectives. They have

w_akened the int_Zion role of the financ/al system thus sl_d/_

ckx_ its development. Banks' intemmed/ation funct/on is very much

cc_stra/ned by the pcr_foi/o r_q_ts and Zhe /nZer_st z_te

C_/1_ E s/riCethese directly i_ter_ene in their-aliocat/ve and

pr_cinE decisions. The other financial /_mt/tutions are.advemse!y

affected by the pol/cy in a more /ad/rect way. Equities as a _u_ce

of finance and as alternative financ/al assets in saver_' put,folio

have to cunpete with low-cost loans from the hanks and the DFI and with

the h/gh-Yield NSS depos/ts and oth_z f_al assets. The DFIs,

on the otheT hand, face the/_ own interest rate z_strictions. The/_

int_ function has been p_e_pted by the _ role to which

they weme assi_d. Consequently, these instiZutions expe_/mnced
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min/msl growth, less than 13 pemeen%for the DFIs and -28.2 pee_m_

f_ the equi%3, _ _ the pemiod 197_ to 1981.

banks have so far _1_.ed the int_tion fura-tionfur the

eo_y prov_a_ng the bulk of or@_zed cred/t for the var/ous

Ix_:l_'tive _, 72 percerfcin 1981.

S.!. L-_er_st Ral:eand SavingMobilization. The

has adoptedvaz/ous s_-ategies fo_ fund or savings mobiiiza_ion:

(i) a rising ta-m-sZc,actu_ of flooe r_tes foe bank deposii-s;

C//)_ SavingSchemes(_SS)consist/_of wel!-edv_

highy/eldsaving_posit accamts,deposi'_certificaZesand_zize

bonds accessed _h the post off/ce, spec/aisavir_ w//Kkm_and

theexi_ bzmnchesof cum,srcialbanks_(iii)_mntmsd yield

_ fund_; and (iv)_amo_ionby theNCSs(c_lal

banks) of profit and loss sha_ing (PLS) depositswith hlgh yield support.

In general,$he yield on each savinginstrumentrises wlth maturity

but the yield structurels not made consimtentwith the features

(LiquldiSy,riskiness)of the Inst_s.

The N_1:ionalSavings Scheme was ack_rcedin FY 1971-72. A

total of nine NSS _s have been successivelymarket-tedfrmm

FY 1971-72 to 1979-80. They are ,._,_e accessible 1:o all income

classesby va_ t.he/rdeacm/nationsf-zornverylowto largesizes.

savingsdeposi_ accounts can be _ with a placementof

Rs 2.0 (US!5 c_cs) while the Defense Savir_ _icates come in



Rs 10, Rs 50 .°. Rs 5,000 _ the Khas-Deposi_2 certificatessize

z_aeh Rs 10,000. The _S_u_iZiesZ_ fz,am call to 10 years

though long-termplacements are e_ashable anytime wit/_ut pemal%_.

The y/eld is made _o appea_ .k£g_erthan is ac_._1_y. Sore az_

advised to eaz_ _ £ntePestrates w_Ze other-slike the

NaZionalDefense Cert/_icateseme IR_misedavemege rotes of Imofits

which appear to be nl/chi_hem than the actual yield. Fo_ e_le,

7-yeaP savings_ficates ame advePt/sed%o earn 23

_ofit fete and 10-yeamcerq/f£cates,29 percent. Tbe/m eq_valent

ccmgounded=ares boZh equal 14.8 percent. Th£s sellingslx_tegyis

copied by the Nateonal DevelopmentFinance_tion (NDFC). _e

strategyhas succeededt_ art_ac_deposits but they _.sulted in

unequal irfte_estPates fop otl_%risehomoEeneous_s. Th_

inequalityis shown in Table 7. NSS pays 12.0 percentto its

one-yeaP saving acoount and 11.0 pePcenT to its one-yeam saving

certificatepays. NDFC, on the other han_ pays its _egu/amone-

yearndeposit ii.0 p_eenC and its one~y_ Golden cePtif_Pateof

depOsit, 12.0 pemeent. The _ate differs even mome fo_ The long_

_erm deposilm. For five-yea_deposits _b_ instance,_he mates

mange from 11.2 _t to 1_.5 pemcent. The NatioDa_ Investment

Tmmt guamanteesa rmminal_etRmn of Rs I._0 pep shaz_ with a

2Khasmeansspe_i_.
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f_ valueof Rs 10 givingan effe_/ve yieldbasedon the

_/ee of 11.95_ in PY 1981-1982.

Whilethe Gov_ment triesto attrs_t_vi_s _ high

yield, it also /reposesZakat tax of 2.5 pe_cenS on the v.alueof

all these savin_ /.ns_ts. At the same time it exEm_ts

tax _ fromNSS and NIT plaeem_s. The Zakat

drasld_ly _F_x_s th_ effec_ve _te of fin_ assets.

Con_mast the deposit r_te structure,to Korea's and Tt_4]_nd's

simpleand uniformstricture.In Korea,the Bankers'Assoc/at/on

decideS,on depositratesfo_all m_eers whichvary _lly by

matumity only. Until 1982 the _ _tes were set at very

highernora/hallevelsPeach/rigup to 26 pemcentin the late 60s

and 2q pezoent in the 70s. Though Pak/stanhas no depositce/_ng,

mt_, its levels were constra/red by the low loan rate ce/i/r_s.

Pakistan had, ho_ve_, a lower inflat/om which at times resulted

/n positive real deposit rates.

Saversand othersurplusunitsdid respondto the high

yields_ategy. R_th the_ and the n_ of depositors

have been _ at a f_!Y h/gh _ate. The number of

bank acccunts rose from 6,257 m/1]_on /n June 1971 _o 10.71

m{114C_ in June 1977 to 18.06 m/ll/on in June 1982 or i account

per 5 _ in 1982. In the sane yeaz', personal deposits

c_sed the _eT par_ of the tot¢_, 78 __. A3J_OSt _0
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per_i_t of deposits _ f-z_msmall depositors with balances of

up to Rs 5,000_ an additional 20 pe_JenZ from de.Dositorswith

Rs 5,000-10,000. Ru_l deposits amounted to 25.8 percent while

_ii_ urbancenter_'deposits,30._ percent. _ National

Saving Schemes oont_ibuted as much as 53 _ent Zo fixed-term

deposits. In FY _982-1983_ depos/ts on profit and loss sha_ing

basisis reportedto ccm_se 14.3_t of savingand fixed-

ter_ bank deposits (Teun,1983).

5.5. Loan Ra_eCeilin_ and LoanSupply. A cc_ex loan

ce{1_ngs_,ctu_e has been in forcewith thezmte differentiated

aeco_in_ :ouse, maturity,s_mce of funds,wheth_ smallscale

or large._ and by lend_ /rLstitut/_n (See Table 7. ). The

_ate differ_%i_alziondoes not follow a clear pattern of p_ic_iti-

za_ion. The ceilings of ll.0 p_en_ fo_,fixed investment and

14.0 _t for workin_ oapit_3,apply in _neral. Mo._tccmmem-

o/al hank loans a_e _Dverned by these ceiling _ates. lmans for

bUS/heSSand _ at SBFCand for housin_at HBFC are

cate_(x_iz.edby size with their sma__est sized loans _z_rfcedat

9.0 _t. I.mansin _mmemc/al banks, PICIC, NDFC_ ADBP and

the eoopemative har_(sar_ classified into sho_t-te_n, and medium

and long-te_, The loanra_e fo_a_/cultu_e,a high p_iovi_y

sector, is set at ._I.0 percent, a _?_h hi_ level than for small

home cci_x_etion, bus/r_ss_ and indus_z_. Loans for locally

manu_a_ maehinesand _se fa]-__ngun_e_the exportbonus
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schemes are champed m/mdmal rates of 2.0 and 3.0 per_nt, respec-

tively. Coopemative Soc/et/es can chax_e 13.0 and 13.5 per_nt

fop the/m shcK-tand medium-to-lonE-term loans while the Federel

Cooperat/ve Bank, 8.0 and 8.5 percent fo_ the corresponding

maturities. IDRP loans fop h_tels a_ non-mepatriable investments

_e at 13-!4 percent interest rate. Sh3r_-tezm loans fop gov_,_-

ment e_mm_/ty operation have a ceiling of 10.O if ref_ by

the State Bank and 11.5 pe_=ent if funded fTom the banks' own

_urces. We find t]_ rate structure to be h/ghly hregular and in

s_e cases inconsisZent _ith the credit pm/orities. This stzuctum_

reflects the ad hoe _ in which the ce_//ngs _ chosen and a

segmented pemspective in wh/ch the financial system _as viewed, it

is as if each ceilir_ is adopted independently of the othe_ c_l_ngs.

The eost of funds was not fully cons/_ in the choice of

the ceilings. Durd/Igthe 1977-1981 pem/od_3 the ceilir_ mazes were

below the inflation maze which averaEed about I0,0 pemcent. The

II.0 p_3ent _ fop 'f/xedinvestment was _ve# below the

long-term deposit mates. Fop loans wh/nh obta/n special mefJmancing

at the State Bank, the _ _tut_ _ _11o_ __;

high but vary:L_j _terest mate .spread (= S_ rate-ce_l{._ mate)

frcm 1.0 to 7.0 pemcentage points. The interest Pate

3The average annual inflation rate usinE the GNP deflator
was 9.,3percent{ the Gross Fixed Capital Inveslm_nt defiat_m _as
10.4 per_ent_ the WPI was 9.1 pemcen% and the CPI _s 10.2 percent.
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spreadmay be ccmpamed ID the 2.75 _ wh/ch bankeTs si_tedI_

be needed %0 cov_ _ average in--t/on cost. The spen/al

SBP rate ramies from zez_ fo_ locallymanufac_ msnh/nesand

ex_t bonus financing,4.0 percent fo_ ADBP, 7.0 _ fo_ the

FederalBank for _tives, and 8_0 pe_oentfor H_C. 4 These

Zogeths_w/_h th_ loan _ata ceilingsresult in the following

interestz,ate spreads:

HBFC 9.0 to 12.0 - 8.0

ADBP 11.0 - 4.O

FBC 8.0 to 8.5 - 7.0

IDSP

Asro-basedprojects 11.0 -I0.0
Hotels and NRI 13.0 to 1W.O -10.0

Casmmcial banks

Gov_t _ty Opema_/on I0.25-10.0
y Manuf_ Ma__hin_s 2.0 - 0.0

t_poz,t Bonus Schemes 3.0 - 0.0

The /nt_t raze ceilings and the bank razes shmAl_ effect

the var/ous financ/alinstiTationsdiffemen_ly. Spec4al_ed

/nstitutionssuch as IDBP, ADBP, PICIC,HBFC and SBFC, wb/ch are

a/most totally dependent on the state hank for th_{_ reEular

soumceof r_pee funds have Little op_ca_l_ fl_ty. The

State Bank decides on the supply,the cost and the /n_

4Spec/alrates ar_ _nted ot_ f/nm_l instiluZions
such as PICIC, BE1,for spec3/icpurposeswhich a_e n_t included
in the annual report.
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earn/nEs of rheim funds. Those _nted hi_j_ /ntemest mate spread

ear__at_ _oss _ofi% ma_/a_ those_/venIm_e_ fu_ allo-

cat-_onc_n e_ a_d//_y. This close SBP c_nt_ol I/mizs these

/nst/TuT/nms' task %D loan p_-tfol/o mmnaEem_nt, i.e._ the idemZi-

f/cation and selection of loans wi_lin th_i_ respect/re tm_Eet

cl/ent_le.On _he whole,the inte_st ra_e s_ _s high

_o cove_ /nt_aZ/on eost_ usinE __I bank and NDFC

s__. This sp_ad and the ava/lab///_of SSP fUn_ _ect

t_se DFIBf_m the _m_t/_ of o_ fin_l inst/_.

theyc_s_,_ad Zh_ _ an_g _ _tez_eci_on aL_dv_es

and p_Cte_ somato be lessthanp_dent in thei__ _,ement.

SRP su_ has _ ¢_e inefficient,like_DBPand PZCIC,I_o

suz_iw bu¢ i_:d_d not pushthe beC-_e_managed_ _ to d_

The _s' _z__ varied_¢ly. _BP and PICIC_oh

have beenassa/ledby _ _atesof __ and a h/_ic

_,lation of a_n_T/ve problems sh_w declin/2_ assets

in _ _m_, _ by _S p_n_ and P_C_Cby _.S p_-

cent _ June 197_ to June I_81. T_ poem pemf_ pulled

down the @_of _he DFIs_ a group to only 13.3 pemcent for

the same pePiod. NDFC which followed a mc_e independe_% tPact,

i.e., r_lyin_ on deposits ra_hem than SBP funds, sh_ws _he h/_st

g_m_th _a_e, W05.7 peahens. ADBP and HBFC's _h on the othe_

hand, is m_ly expla/red by cont/nued SBP fundin_ _eda_

favorable ma_es.
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The 11 percen_ c_!_ng rate also affected the demand for

lonE-term funds (o_ long-Zerm deposits) by banks, it was unprof-

itable fop banks to souPce t_h_{_loans_ -_hor_-Zermand lon_-teTm

alike, from ion-term deposits which have h/_t_r infest rate

c_i]ings so they did not a@4_essivel_ compete for these deposits.

That the/m in_er_st mates c_ term deposits were always _ than

the NSS c_ the NDFC term deposits is evidence of theiP decis/cn

not to comE--refor term deposits. Only abouZ 14.0 _ of

total deposits _as for lonEem than one yearnmaturity fo# the

period FY 1976-1977 _o 1980-1981. C_,,erc/al hanks can defin/_ely

tap mc_e lonsem term funds if these wer_ found profitable for they

have an extensive branch network to use fo_ the purpose. They can,

in add/T/on, be able to lengthen the matur/ty stmucture of tbp_,

deposits which are heavily concentmated in demand and savings

deposits (80.0 per_enz in June 1982). _ success of the NSS in

drawing lonE-term _Smds is ind/cative of the poten*_a] rOle hanks.

can play in Ice,-terra fund n_b_l _zat/on..

5.3. _t _tion Strategy. The __'_e ez_iit

expansion ce/linE is #oughly est/mated to be equal to the projected

GN? _ and pezm/tted inflation ?ate. For eac_n/mdust_/al

sector (agriculttme, /_ndustr,y,etc.) the credit ceiling fo_ fixed

investment and f=_ womking capital is based on its output gr=_

multipl/ed by a benc/nma_k fixed investment-to-output and w_

capital-to-outpu_ rar/os. The cr_lit target for the various
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sectors is then d/st_ibuted to comm_/ai banks according to the/r

l:_vious year's deposit level. The mandatory talents for a_Di-

cultu_; small,scale business, _i_re, industry, and

const_uction_ and tobacco marke%lng are. axTived at ,,in a n_0e

aPbitxB!_ _. SBP and _ial _ bank credit __othe C_v_t

•depends on its planned axpenditur_ and defic/t.

The c_K_t targets are _nplemented as credit expans/on

ce/I/nEs wh/ch allc_,the financial institut/mns to lend at levels

below the tax_et. [This _y of targeting establishes a tendency

for monetaxv _xpa_sion to fall below pl_nned levels.] The shc_tfm1]_

in mandatory target for fixed investment and for publ/c sectxrc

enter_//ses were especially lax_e in FY !g81-82; 46 _cent and 40

percent r_spect.{vely.5 (See Tan, 1983, p. 42.) '_hesho_tf_l eculd be

partly due to the inabil/ty of financial ir_ti__utionsto f/nd

bankable projects under sc_e of the eeil_ng ar_!n_mdatC_y _t

catesor/es. It could also be partly due ,tOThe optim/st/c t_ts

set by the NCCC for private sector,ent_ises which may not have

as yet Pecover_d the/r confidence from the effects of the nation-

al/zation of indusIs_ies_ in 1972. The cr_wil'tceiling fo_ the

p_ivate sectoP -infact _yew at 18.3 percent from FY 1978-79 to

1979-80_ _.0 _t in FY 1979-80 to 1980-_, 26._ percent in FY

5Credit granted by scheduled banks, PICIC and NDFC.
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1980-85 to 1981-82 and 79.0. pe_ent ;in _ :t.981-82 t:o .'I£82-83. The

ce/14_g for'the p_bl/c sector grew at a slower rate averakq,_ng 24

percent for the four-year peri.od. '[heshortfal! could i_efurther

explained by the low _nt_t rate ceiling,

5._. C%_iiz Flow to the Goverrg_mt, A low tax base car_ined

with a relatively large national budget of about 23 pemcent of GNP

lead the Gove_rtrentto regularly inc_Jrsubst_,ntialdeficits which

were partly financed by the banking system. Credit from the finan-

cial system cx_nesmainly in the form of ccm_,z_ial _hankgoverTment

security purchases to meet the requ/med 30 pemc#_ntliquid assets to

deposit ratio. Tne r_venue account _.qe_ludesfunds from the nat/onal

saving schemes which contributed an avez_ageof 10 perc_tt to total

revemue.

-gov_t has _uneffect c_apeted with the private sector

in the use of funds _.#bilizedt_ugh deposi.tsand with financ/al

institutions in the use of SBP cred/t, The 30 percent i/quidity

_atio for banks_..ans the a11ocation of this percentage of deposit

funds to the Goverr_ent, Its s_h_cein the outst_%4_ng credit of

SBP was 66 percent in June !982. The Gov__ and the public

sector entexprises' shares add up to about one-half in FY 1981-82

and rm_ch higher in earlier years. Tba decline in the pro_ien

going tO the whole public sector is attributed to the decline in

deficits and the la_em credit alloo_tion to the private sector.
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The _h of the v_,ious DFIs depended on the qua.l_tyof

thair lg_n,_.fQ _li_,',_hi_ in turn dete__ned loan collection

and on t_,i:_ply ,of.funds each could obtain from the State Bank

and.external,'_ing. PICIC's and IDBP's high loan _es

not only _ thei_ _elending ca_il/%y but also their credit-

ability vis,,_ fund suppliers. The,equ/ty market, /n turn, was

advemsel_eeted by the country's Fast-West sepamation and the

nationalS..of..'ang_s_ies. The interest rate policy was also

unfa_le, _D this!ma_t as mentioned i_. the intmcduction. A
" _ __ ._,:!"i'..'_"..... :,__ .,./ ,• ,,_ ' , _'.:•

s..s,..

_,i '_=P_..._a,'lci_m,l_, _'Bs,ving Sch_m'e _s _%ndthe poSz.offices,

have made f_ncial inves_n_nt accessible,_o most Pak/sZay/s.

in_t .Pateon deposits and the yield on oThem financial assets

were Set,high enough as Zo draw savings into the financial sy_em,

in_ud!n_ tb0se from low income,ar_ r_cal households. There ,has

been _ net,_ to urban flow of funds, The policy on cr_lit

allocation and pricing has not been as successful as that on

saving mobiliza-tionand in sane way it _ the effectiveness

of the latter. Diz_cz credit allocation eontrol and low loan r_te
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6. Thailand

_ne flnanclalstn_etureof Thailanddivergesvery mmh

from that of Korea, Pak/stanand the Phil_plues. Government

o_ and controlof financialinstitution_and therefor_

the relative importanceand number of specializedinstitutions

are very smS/l. Creditpolicy has been conservativeand non-

interventlonallstleadingto relatlvelylow Inflationrate and

allowingft_ greaterprivatesecto_ initiative. On the other

hand, low ceilingrates for loans and depositshave been i_

on banks. The low ceilingswere compensatedfor by low inflation

rate resultingin positivereal rates formost years. Moreover,

the ce414ngrates appliedto banks only and this allowedother

financialinstitutions,particularlyfinancecompanies,to act

as a vent for financialtransactionsat higher rates. Only few

actlvltesare granted favorablecredit tarms--agrlcul_ "and

export activitiesvia the redlscountlngwindow. Banks could

choosenot to take advantageof the redlscountingfacility.

All these meant a relativelyweak governmentinterferencein

financialactivities.

_le the goverrmm%tdoes not expresslyaim to pz_mote

savir_mobillzatlor_,the countrysucceededto achievea contlm/ous

im_x_amemt in intermedlatlonrate and financialdevelopmentas

i_ucatedby the_e inM21m_ n_m 25.6percentto 34.8percent

lTum 1960 to 1970, to 45.5 percentin 1982. _his is a _r ra_e

of flna_1_1 develo_ma_ than that achievedIn the three other
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countries studied. Th_land's M21_NI_ m_tio of LIS.5percent _%s

higher than South _3rea's %1._ percent _n 1982. TIds is notable

given the much lowez_ income per capita of 1%_i]and: 17,220 baht.

Go (ADB, 1984) undertook a f_ir!y detailed aDalysis of

The/land's fi,mncial saving. She found that the growth mate of

G,_fPand the real interest rate weme si_/ficant deter_ts of

M2 growth. M2 gz_TwZhwas highest when /_flation _ate was

lowest or when the z_al eeilir_ rates were highest (1973, 1977,

1978). The overeqllupwaz_ trend in the ratio is also expla/ned

by the expm%sion of depository offines. Go's regression of

M2/G_,_ on real rate of int_rest, G_FP_wt2_ a_ number of depos-

itory offices gave sign/_'icantcoefficients foz_ all three variables.

She also observed f&iriy large contribution (39%) of r_ral

deposits to the total _ial L_nk deposits and .high

_romor_ion (90%) of long-term deposits_ i.e., _Zth more than one

'lo_ maturity,in the total. Financial savings in fact comprised

6_.6 percent of household asset portfolio.

6.i. Fir_%ncialS_uctm_e. Table a0 which is reproduced

f._Dm_23'ss_,dy (ADB, !984) describes the oamposition and relative

i'.,[x_rtanceof the various types of intermediaries in the financial

system.,.The system consists r_dmly of three large e_m_cial banks,

several fin&nee cc_panies, five gov_'t special_zed insti_ut/ons

(%F_-s),Life insurance cxm_des and a few minor nonbank c_edit

institutions. Commar_ banks dominate the system with an asset
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share of 66.8 Iw_cent in 1980. Ne._ in im_ce are the finance

cempanies with an asset share of 14.5 percent and the goverrm_nt

savings banks Qf 6.2 per_,ant for the same year. Zhe GFIs

consisting of it/heBank fo_ _iculture and A_ric_.tural Cooperat/ve

(BAAC), the In4_strial F_ Cozi_ation of Thailand (IFCT), the

=!

and 'theSm_.!I.,_ust_i&l F/nance Office .(Si_) have a;crumb/ned

if:share of only,I3.3 pemeent, To be noted s,, the very Spa1! relative

size of IFCT, the investment bank or .9 of _percen_.i :

The gr<x_thof M2/GNP #atio implied a fa/z, ly fast gr_

of fi_.eneialinstitutions' inaction _'tivities. _posits in

all firmnc/al inst&tutions 8_ew in reel te_nnsat &n average ra_e of 20.5 pez_ent

from 1970-1980. The banking system relied on intoned funds

for sourcing the/r loans. (See '?able il. ) Non-_ovez_s_nt

deposits formed an av,m_e 68.1 perc__n-_of total 1/abilities while

gover%_mentdeposits_ only 2.9 percent over the period i975"-1983.

_ aZ_oad ccmpris_ an _nportant source of ca_.rclal,

bank funds o_ 9.6 perc_ut. Though given ,pzmferre_rediscountin_

facilit/es fc_ loans _o selected sectors--_s, a_'icult_a-eand

a few industr/al act_viZies--they chose to bor__w m/m/n_l!y f_n

the Bank of Thailand. BOT credit to these hank_ formed only 4.9

pe_t of t/!._ total liabilities. On t_ ot_ ha_, the GF!s .

on the.whole used ._xx'evaried sources: _overnme_ntfunds_ cen_al

th_._, own deposits on '_he foil_,./n_proportions:bank cred/t and " _"_
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has similar impact as :inthe GSB ease. E_.s portfolio _es_ziction

is more l_mited than _t for Pak/stan, or tL_eFbilippines 25

percent poz<folio r_q,_r_nt for agricult%me.

6.2. Interest Rate Pol/cy. Th_iland has continued to

impose ceiling mates on both loans and deposits, t_ese were

varied at very infrequent intezvals so that the real mates changed

ma/]llyw_.'thinflation _ate. Unlike the complex and long I/st of

_ates used in othe_ c_untries_ Thailand set a simple ceiling

structure. A _Liform ce_ng structure,applied to all banking

insti_tion. The deposit ceiling varied only acco_ding to mail_ity

st_ng at 8.0 pe/_centfbr savings deposits and rising to I#.0

perc_t for 3-5 year deposits in 1980. Only thr_e loan rates were

set--7.0 _t for priority activities with r_finm_ing at the

6
BOT, 12.O _t for call loans and 18.0 pez,centfor all ot_s.

A fairly h/gh inte[_st fete spread was allowed by Zhe

s_crure_. Banks could get as much as 18.0-12.0 ma_%_inon the/m

r_?/lar intermediaze ].c_r_,or !2.0-8.0 for their ver_ shor_--tel-m

loa_..

The BOT set two r_discounting rates, a regulam one at 12.5

percent and for p_iority activities at 5.0 percent. Rediscounting

6A special agriculina,elcategory was given i0.0 rare but
tmansaetion on it was negl/gible and is ther_for_ excluded from
the list,
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far re,far loans is _ve_ at rates ccmpetitive wi"c-hdeposits ,so

it does not offer any sp_;ial advantage to banks to use this source.

U_ns for m/o_ty s_t_ gi_ I_nksa mu_ _aller marginthan

r_nD_ leans_ 7.0-5.0percent. Th/s smallmar&indiscouraged

bar,ksfr(_ _ to priority sectors. Consequently their eentr_l

bank_ has beenv,_ _i.

The inflation rate was ,maintainedat very low level in the

60s with the rote avema_ orOy 2.9 percent. _ real deposit

rate was positive thrDu72x_t. 0ve_ the 1970 to 1982 pe_,iod,

inf]_tion rose dmastically to an avemage rate of 9.0 percent and

fluctuated w4_ly. It spur_ed _ almost taro _mc,ent in 1970 to

1972 to 24.4 percent _ $973-1974, and then aga/n to 19.7 pe_ent

in 1979-80. The s_s/smed/aTely followed the oil shocks. Ttmme

_s a fa/rly successful attempt to control inflation as shDen by

the quick way the extmeme rates wer_ hrou_ down. Ov_ this

period, longem than one year time Heposit z_tes were mostly

positive o_ in 9 out of 13 years. This _as net a bad _ when

eom_ to the othe# t_ eountPies. It is Likely, however, that

the eeillng r_tes ex_sed a repressive _ on finaz_/al devel-

opment. The deposit ceil/ngs possibly allowed banks a _h wide#

s_ed 13banif they were ,madeto etm_te far funds freely in the

n_rket. 191elow ceilin_ was tan_ to giving them a m_opoly

v_ofit and themefor_ in restrictin_ saving mobilization. Assuming

the optimal intermediation or t!_nsaction cost to be amound 3.0
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pe2cent,7 the ave2age deposit mate on all maturities could be about

15.0 pemcent while _tly it is about 12.0 percent. More funds

_3uld have been channelled to the fin_ial system if the rates

were ccmqDetitive!yset. Baz_ing thntowardwo#!d event,s,_hailand

may beexpected to ma/ntain lower inflation rate in t_ 1980s which

would z_ce but not totally avoid the repressive im_!ct of the

ceilings on financial development. The inflation z_e averaged 6.0

percent in 1981-83. At this #ate, the real de_x_sitr_te %Duld then

be from 3.0 to 8.0 pez_ent, not too low by world historical expemience.

The ee/ling may even cease to be opemative at t_-is/n_-lationrate.

in 198.3, banks were z_ported to pay lowem tt_l the;ceiling rates

though they eontinued to c_r_e _he loan ceiling rates.

Tha/land has a very o]/gopolistic bank/ng strucDjme. The

syste_ais dominated by only t_mee large c_s_er£ia! banks. Compaz_

this number to the 22 banks in the Fhil/pp_aes and to the 6 in Korea

supplemented by many smaller locaA banks and a nunbem of fairly

large .spe_'_l_zed banks. Th&iland's three large bar_<scan easily

obtain ag_een_nt _nong the@selves on interest rate fixing. Any plan

for I/be_alization of interest rate should considem this oligopo-

listic stl-ucDaz_. _bando_ng the ceili_s would not Drovemuch

impact if they are merely to substitute for by oligopolistic

7Bankems estimate the intez_d/at/on cost to be #z_ 2.5 to
3.0.
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interest _e setting. The interest rate liberalization in the

r_ilippines may be used as a ±esson in this regm_.

To conclude, Tha/land's fairly conservative monetary policy

and modest selective cr_t eontrol program was found encouraging

to financial development. Interest rate ce/lings were the principal

interwent_n in the market but due to the low inflazion rate, dle/m

negative imbrue%w_s min_nized. Selective cr_d/± control via pref_-

ent/a/ r_discounting and lo_n rates covered a few sectors and _as

net rigorously enforced. _ hanks coul_ choose not to

implement the SCC program. At t_hesame time, the specialized

govemnr_nt banks wer_ not /mportant enough as to substantially

change the allocation of credit. As a w_le, T_iland's finan_

maz_e_ was to a large extent left to itself.
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•The Philippinefinancialstm_ctureand credit policy has a

few common featumeswith those in the o_ three countries.

The policy packageas a whole is, _, very differentfrom

the policy pac_s,x_ed in the othem oountries. Theme_is also a

diff_ in Zhe _t style of the GF!s.

The go_t owns a nu_ of financialinstitutions

which eom_sed a f-ai_lylaz_e segmemtof _ market or about %0

_t of the total assets of the fi%_nc:_%lsystem. The laziest

c_ bank_t2-ePhilippineNational Bank (PNB),and the

laz_es_ investment,bank, the DevelopmentBank of the Fhil/ppines

(DBP)are both state-mined. State _hip of f/nar_1 ins_-

•%_/on is s_allemthan that of Kcmea and Pakistan (I00%)but

much !az_em t/%an that of Thailand (13.3 %). The Fhi_:'ppines also

uses selective _t control ,_ p_eferential loan _ates and

z_isoounting facil/T/&_fO_ p_iomityaetivi'ties.The similar/ties

h_e. The .moreimportant_/f_s are discussedbelow.

I, The _ve_ent :nevertook savir_s=_bilizatio_as a

majo_ objectiveof its c_t policy though the_e were _ token

p_o@_amSf_ this purpose. I% did not establishspecialsavin_s

:uLk s localbanks,Pakistan's Nat/otmlSaving

Scheme o_ Thailar_'sGove_ent SavingsBank. It set ceiling_es

on both depositsar_ loans at levelstha_ mesul_e_ in _h lower



reml .._a_e_-_when ._r_]_rt.:,.ronn._te.r_se<o t'_-CtLg!I:l_;el fr_n

70s o.nwa_.. F,e<e:=d,!_J_ista,usek de{x)sit-z_{t:ef].oe.r,sw_d.!eKo_e_

. _r _ ,•-] , , $set v_m_,_hi_gh_u_r_'_!deposit r.:_te,s .[,_oL.[c_'_, _). -tB_ot:he_l_!_d_

set eei]inZs on both deposit a_-_iloan .r_e,s t!ut]_d a ,tower

__nf.-atlonr_te.

, Se.,._ct_vecu_ff:h:_ntr_l Via.p:v_{.f'*_r,en'ti_l.......... ].c_n _._i_es.;_f]

l_ll$_m_nting f_i]..itiesw_s _{ppl,[edextermively bu± to !.<mse.],y

u/Jei.inea-tej].(:_naate_._:Ees, .._many pzr._/tmtivesector_ <._._uld

of F_};fe.,._ntia].!(_¢_.1:er_sat t[_i_GFI.sa_.ithe p_.ivate

Cmnsequ_tt].._:,i.._S(.,Z..].oS_ _m._.chof '_....._.:>_.',eet.ivenes6;f(;.z_.a.__n_os_.

a_y gr<:d_x.:i:ive.ac"tivi_cy':2ou!.dq_:dify fo:c.,a l:'_lna:t"ti'_seba_h_.,,

F.a_o_._ed_ma_st<_>,;in the oti-_.__r,col._-._.h_.:__es,:,_e.r_uar_cr_l.yae_at_.._ff.

3o [0- _' - -.," -'', ,,,([}....e-<n_,:::<_.,".:,,<ti,.r_was ..,:r,._;_.]._mu:__t:o:_:',...... !..,_n;_._<_.I, _.m_nk].r_

_.r_.s',_i,t'_t:,=',:]tm{a.t ver%' &ow ..... + <][_ De.',.(]+,.,_ _'3.<._::_.:_+:_{:_Tosit_ateSo

D.oio_'i_:¢ !¢_n_:' .::'uu.),,d ix,' _:_,.<iisc:.'.>ur_te<lat: ev_..:,.nk:._.,.,_"_._'tes,. Table _3

s_ws.... that tl-_,z,ettis:._,.ount._gr_Z-_ts '_e_,.'-._¢,.-_+:,=_. ;_.o low ,,.N_.. a _.ucle

=

l¢_-.k%_i,'_eot_ntingneLC___Z_was gr,.au%ted ['o all. _.,'-_,,'_:'.,:"

n<K;a._± t_=-.t h,, Ko_,ea, the o_2Lna:9' rex_:[._.c._)_mt:[rg .t'a'te. ;,._ _q_]

the n_._i_m_te_ de._.sit_,._te,ar_./_.i"_:,i]ar_even the pz_f¢_:_ntJ.al

_.,_3/.,_:ountin_ r_te gave a s_ra].l<_._ra_'g/rt *,.i,:_._") o'_Yl/_:_,r-.¢_oar>-.

deposit r_g*_L_.., 'thus _LiLv..ou_:h-_; ce.n_"_d, m.,,_.< [_rr_.<'_i)_f. ,:.The~_p

•r_disc,otmt/._ in Pakistan:was a:'¢a:LT,_leb,;) seiect_J .I,_.__,._*-_,___4_:,,.-

only,
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4. _he m_ai_._:e__ntof -,:'DeGFis ap._a:_sto <iif:[."_m_ tl_-other

countr_,_sF_rt_,c_.Ne_lyYo_a and _ha.iiand, _i_P_r_was d-._e,_:,poli-

tical.,inter_e__tlonin {:_'Ilo_n dec.isic__.h__:ecentyeam_ in the Phil/pp/_es

qT_ec<_2_/ma_..'-:.onof these policies have _ the expected _isin-

•Le_l_/.ation and malallocatlon consequer_es, , P_d_.ipp_ M2/%_P

ra%:iois the IG4est of the fou_ ooun_Pies (_P 2O.f]p_el_t). The

z_z"i:ioeve2_worsened fz_m_a _h/.gh_a_level of 25.9 p_r_ent ai-ta_n_i_n

i._J87_%]_esta_a±_or_ of the-,_atlo tc_Dkplace while p_ capita _ne<m'_

was t_._wingat i%-irly_d.ghr,_te,_n_/[_nking offices wer_ si_eadi_g

to 3_S'77i:_1982,,) _e ne_:' !>m__k__ptcyof d_.eG_s ar_ mamy r_Pal

!:',-o_[,dia_.',?._m_tic,ag,_]..:#sisin &:,_,t.ion1, .4._was sI-E_n.t_hat

when SCC "{sc,.-i.i/._:aif..'._:,l';_,,._t.._:iSeof ext:es:_i:ii.-_.i.esand otiose/.,r_a_ons_

subsidy to _:_ ,_e!ected _,_._.._w_.P=._,.....:', , 7%;e _,_.<c%-_._......"-:;':;,_¢_y be. _id _iix._.ct:iy

i0w_r _ate of interest .it..;,",_to:ch:t_._e_he _)l-_o_-__-/,s.T:is at_a_e__--

leads T.oo_,_t/z_sireseul_ceallocat_G_ ,-%r_isa_,.ing_b/].iza_ion,

Z,/ie are P_he,wo_l: possible c_m:t:_z_t:[on of __meta_y _oois. _ the

one hand, fir_c, ia]. sa_/ng.:,s a'e dis_o_maged by the low deposi-_ rate.

On ,_1_.,o_r -hand_finsm_e:[ali.nsti_atJ.on-_az__at_a_c_J to ee-ntz'__l
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1Oa/. ! ,_ " 4, -_:_ .t71_

'[he- <i{ain'_:,_-_m,,e,::!-i.at:ionar_.i G:e{,'" 'r,_._i.{nr:_z,_'Lt pr_,b.L_ Z.ntensifies

_,{_-__.._,-n the ex_.nsic, n and iG],se z_tr_ or.* -the se-le,:r_:Jv_ G_.._lit p_o_,am.

l_D,._r c].-_:s_;._:fio_i::i_:n of Friority or f.-:_v,v,.-__dboz,z_-._rs_ the

:."__,:_el_ @_e P.tm_be_w__ can q_.lity and !:h'er_jor,e _he ]a.._g_/_ _he excess

._,_-_-_cPeates press_A*efer :_ cez_trag..[._J_er_iit _ilo_

for,Jz,ter-'ventic,n .in!:i_.-_].o_i.d,__c:is.i;sna;of _ ...._-,_

., . ....,, . ,. "_ ,poi.iCy, T!I_LLI"'c_:_;',r'pe_r_for_._ir_.'.'.e:is, Lra,.,e_.0L_ tO itz."<_.efee't',_.

7, 'l_, B:_d:f,._:_,m".._:.i__<,._nd __..._..._T,._.----_re,'_....._,.,, ..,_"a,__.._FoZ[c:_. i:r_tez_t rates

,_..,_".-.;f_.-,e_........._'"_ ,,!:_.iv.. i.'.S;...... _.._j. _'_"P_..... i-_.'::_9.d_z:'. '__i{_,''o_,'nti;_..... .., ........ _ _;_t_.,. w_s raised

..... " _"_ ....._]..._t._._._.._l%i;e_ _ c,:__pl.e:;,_rate

,5."t:r'tlc{Tur_?._:_...__v:%iG.._d_._,_sbc,,:_ :[_:_q:'ai.,.:ie '_.].

_5_.4_'_ _l'.'_t_/l._-_. ' .GV;_:Z' _-4..,,g_ T._%_._" " " _ ........._ _'_....

_,_.-_._..o.._:_,_......:,-_,_,_P_.::L;ti_¢_. 'F.,-_e,}"J._h :[_-fl,a_.:[.on raLe-; in the _rly 7Os

•i_n.:.:.[in :,.::9I'9--:L!_9:Ibr,oa_&,ht the real z.,ate t.D !igh .negai..ive val_s, '['he

.{r_![_.._.{!T:'):_t,_e ]legP,.t.i.ve_e orl .',._,:t_m:_i!a-_:lo_.If__,'.-'._.er[?,n Tabi_. _4

as !_lC-.h_ fel:i f__m_22 oerc_.r,t i.n_:970tc [[.:.S :h, ._,_<_75....... .:,r__ _=,e'-"

•1_::'.[,_:_:c 2:,,'..3 it.' 9.":,3, A_ the r,,,-,al, de!_-,si-i.: z"ate r_)."e t,,:, It.odes{

;:z::,{.._i_-!.veiev._..-.,_.:].,"_ _ci._. r,atio _,r_U_ve,.t,_.,.{_to.. _,'._,._,_',,._...,.,,_.._,,",.olevels°



The f-Pee/r_of the.l_i:e_m 1981 did not le_d iD very signif-

ican% adjtstment of de_gsit _ites to _i,_r levels. It was

[Tan_ 1882] that -the_Ik.:Iz4_oligopoly w.,_e_ Fid]/ppir_Banl_erS_

Assoc,za'tzonpr_ve,_%_ e_e rate _ Pisin_ to compe'_itzvel_ve!•s.

_m_c_Itly_ the.ti_e deposit rate is still w_y below inflation _ate

though 'loan't-a'tehas teo%dedto r_flect T_eme.f_lly _ket tightness

qudte _.adil,y. _tly: time deposit _:_tesaz_ quot_ at 18

percent for one year dew-sit a_ :_,5pe_ent for __! bank loaru_.

The ,_eiec_civecr_.li'tp_!_m i_ par_i_ z_fi_cted in the

sche_luleof 1(,_%and r_<liscountin_.rates. In 1988 fo_ instance_

' _]._.,ie ;_up_._.,;J..sedG_._.t', smalli_gan_ to t._ _, ,_,%,_t],_:'ez",=-_._'_:</_w!_eh ;"- ,'

s<'_ie in_-.'-tPie!!_ and ....... : " "

peY'c._.at or, ie_, _-'.and loaned ,_t ::i,;,) t_: 12.9 : _-_ '__x)nd/n_ condilio._ fo_._ :he l,_'L: _,_,_,f"_-'*_H__,,..,, of the p_.iority sectors

were.80 pe._n_. _ 8._)_'_:e_;t and 12.0 F_'c_mt, %h_ereg_La_ loans had

until this _._2 a _£sco_ntir_ ceilir_ ba:.:sedon _be.equity of the

ba_.'l<,a r%w!isco_._tir_r._te ���'• . o.,. 8.9 _nZ _%r%d._.].oan z,ate of .1_8pe/_-

cent. 'Foemar_%s (loan rate--d ,_c_nt/__ _ate_,allc_ed fc_ the

vario_m _roups _.=re:



sa

I. Su_mvised cz_aiit i2.0-I.0 12.O-3.0

3o S _a: _k_n'_ !I !O.L_-4,0 14.0-@.0

4. _n-'tr_t:ion=_l _s I?.O..--E,O

S. l_e.g_i_r,b_s I_. o-_° 0.... 18.0-8.0

The one-y_ _ deposit ra_e in 1980 waa 14,C [_=_cez_to_ 75 .p_c_It

mc_e tb_n the rediscounting _a+te. _,n.._Dle _'_._tes_x_ett_a cho_an

made rediscountir_ The d_a_ _m_te of t_mds. }h_i_e <,_m__rud_i

hank r_dise_xmting _resho_evez, cor_s_z'air..ed_:Fthe value of the._

emuity b',_t-GF!s faced _-, def;L_.i.te.cei!__n_-_,e /hwcentiveto ¢li'_oa_t

The lendi_ a.,_t.._d_sc_mti.rtgsch_t_b,_it,',au_extens.iw__,'m
#

T_he_es for the ',n_ric_Lu_loan ...."_," ' _.....c_.:,o_.e._ _.._'.-_,¢::_osen arhil_r/J.y and

[_pha_a_<_F, No ,_.'................ was ,.0f:'f_=_d t-cmc,._s_',g _he e_tz._._],V,low

• medis_x_t_t'in__at_ of 3,G p_c_n_ _b__ the ,Na:tic.-n,__!_i.__ _/thori_y

zLrms andactivi%ies,o_ maz_po_ _x_ar_._,hileZ_.guJm_food market/.n_.',='

the,ovex_e_s w_y_,kez_,_themselves could oi_-aini.oans_xt_:%_ket_ates.

In lS80, z._,_ !z_ns wer_. _ra_tem ]_ rm_!F=/ns of as _._n as

1"_8.0,,..__,.0 t,har_man)" pz?.[ozitypr_g'&_s. 'i%iswould tend t9 deYeat the

objective of eneo_ma_ ler_iiz_to _miva%e sectors whileat 8he _ time

unnecessarily lowering t_hecost Of funds for _.hereg_].ar activities.



CB _lit TFa_been ex1_:ti_ng,, at a _apid rate ov at.....an av_e:...

annua-_.Pate of 2_.2._c_ 1970-!982,, An i[_.-_reaslngpr_.!xm_tienof %he

_e_J.:twen% 'tothe _Fis, 1,7 _rc_Z _:_1.970_d .7.1 _.--xc_ntin

1982. CB _9 and f_n [n_._o._rlngin [ac% _uppo.vt_dthe rise

L_ t}_ mlat,.ive:_t_ of the GFI_s. "!fr_-_ !att.e__ frc_n'_3_...9.7}4in .

IS75 :to.E_W,318.SM_ 1982'oz,at .._nav_age _./%u_l_a._eof hS.B percent.

The disinT,ermedietion _ct of the i_di._,_ and ini_m,wast

" r_te policy is r__flectedin t_helarge _;hameof CB credi_ in the

Li_Lbilityportfolio of h_<s.. In 1976_ '_ot&lCB cr_i'ts %0 all

h_king irmtit_tion c_pz_is_1 12.6 of t__L_.t_)ta],liabilities. The

share bar,IF channeledsince then and s%a;_isat %_.._.pe__qt /n I_q82.

(22m._:r_ial1m_%ki__ CB ,a?_:-.-di%s/lJ.abil/tiesratie aver_ed 8.8 p_t:

over.,this p_pi(xl,,._n_._h.h/.f_heler'a_iotI_an."fbe:i3.Fmc_(_..$%) also

s].._tiy ],.owe/,i__.,nK;.>r,_a(];3.8%). The .9_Iz_'tios_ even k_i_her.

DBP, f_._,_[i_,m_l _he [?AB did vez_ iJ._._le_av/_-_Smobiliz_%%ion.

Tablz 17 shows !:i'm-t %}._::irpnin¢:i_, f'_-_]se.ta-c,c...,S_._r*e *he CB,

gcvez_:_mt fin_.ciai i,,.,_titu'tkms,gove__ent de,7.x_sits;._.i foreign

bca_x._,_i_\K_CB c__a_its_ I_)_._ olear.iyrepoz_ted_ Gi_Xba/ia_ sheets

s/nee %hey ar_ in'uluded in tPeBills and _o_ds Payable .andnot in.Dzm
./

to CB an.(X_, The Pills c_nd5onds Payable consists .zDsT.].yof t_he

issues s).Id-togove:_aent fiLnanciali_;%irctions inc_.l"_Jdingthe CB.

._ds Ik_nd_._our_e_a_te_y. aec_anta_i_or a g_x.wings_e_ of the total

iiab.%...hitiasof I)B.P.and9NB. Fear the D_,P,i.%sshaz_ _as 33.8 per_zr_c

in "I_75a_.i.rose"t_)6.3.2pezYzentin I'_62. Ln 198! fc_,which _ have









worth. Many of t/%esehave defau!ted_ The defaults are or/eating.._

substantial shez_tfallsJ2_the bank's loareublefunds that at present

_t he filled up by the CB and the goverlraentbeeauae of the

condi.:tionaliiiy.In !981 to 1982_ oollection rate was only 4.2 percent er_

the proportion of new loans f_ from ;_w deposits and l_3n

repayment was just 26.1 percent, DBP lending level will be cut to the value

of its lo_n Collection if it is tmable to borrow f_3m its trad/tiop_l

sou#ces. Prospeets for i_oved &_llectlon are howevem d/m given the high

default re.reof the bank's lc_:_lportfolio.

Ther_ is no direct evidence on non-repaymemt or defaLiitr_te

but t_ds can be in_err_d from scz_ of _ ber_<'sbalance sheet

accounts. No're_%t t,heDB2 is essemti-_llya lending insZitution so

that its asseZs should be eor_Iteatedon the loan acc_ant. In 1971,

%2_ shaz_ of loans in the tot&! assets wa_s79.2 p_ae_%t. "u_,3ns'

shaa_:_s_howsa declaimringtrend r___a@_ir_52.O [x=2cent_n 1982. On the

or/_emhand_ inves_m_rir,in seeuz;itiesand othem propez_ieW _..xxxmt

has absorbed an _si_ share _ I_1.2 _t _o 39.2 p_-eent

f_ the same _iod_ c_ #r_m _248 million to [_1.7,232 million. %_e

is rain/realsect_ities market in the.country so that the account does

"not include ,_/ch_iva_e sec'_z_ities.It consists mainly of defaulting

loans that l_d been corNel"tedinto equity O_ investment. _ conversion

of defaulting i_.oans_o eq_{.'tyis a pz_ctice adopted by GFIs especially

the DBP to .be4_out th_e/miemge distressed elien%s. Upon eohve_sion,

the loa_taccount is reduced and the investment aeeour_ is



by _he v_!ue of the dmfauiting loans, T_ defauAt r_te is irLf._Z_d

the changes _n .'theinvests.hi accom_t since the 'DBPrepoz_s _n

¢onve_ions only r_sional]y.

Another account that c._nta/_s%meol!e_ed loans is _-tg_ge

r_ze:!vabi_sand miscellaneous investment. By law, _orfelted c_l!at-

_l on defaulting loans ar_ purrin the process of m_ie. Such loans

are entered in the Mmr_gage Receivable aou_unt. If t?_.fo_f_ted

co].L_te2a!is insTe_ acqu/red by the bank, it appear_ ir_the Othe_

Assets ac_mmt. _"bgetherwi_ /xlvestmentin securities, these

ancounts amount to as mu£h as 39.2 _m_t of total assets in 1982.

_)pame_rtly_DBP's ea_erience with ic_n default has worsened fop

the_:;eac_ounts' share in total #_s_etshas a_'_increasing tr_d.

._faul't_ate is esti:.i_tedto be the inc_e_nt or debits tO

the_'_e aeoounts a_ a pz_:_VO_;tionof _e beg/zm/_ bal_'_ceof loans and

_v_u_es. Debits t,:_the ac_ty:,_.mta:_ ;:iire_.;tlyre.ported fo'_1977 tQ

1982, Over, this p_m-':f_d, Z:he :_._ie inrm_._sed fS:_;m 8.3 per,cent to 21.9

perc_. DBP's r_ported __pa_mt r_te of 14._ pexr:entfon_3.981-1982

on the othe_ hand, seemsto be too _ consideri_4_t'he_!_] delallt

rate ¢emputed above and the l<_ collection rate ob_[n_% frr_nthe

cash flow date. One reason may be.'t?st this r_pay_ent account

r_fieets accounting entries i"om loans to inv,:_stmentin securities.

We note that PDCP, the prlvate seelor equivale_t of

DBP,' has been unscathed by the series of financial omises

experienoed the las_ three years. Looking at the asset
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acc_>unts,we fir_ the sha_e of ib,ms to Le la_er, 72.-S.!_ent_

with investment in sec_n,ltzesand ._>nevm_t_ket [._pe_'s for_.d_ onl?
r

12.0 ._nt of the total assets iz:1981. _is accmunt i::_mostly

pmivate securities a_J eont_ins no foreclosed loan aeeoun_. _oss

inc_m_ tO _ asset patio .is s:ignifica_%Ziyhic._,emT/%_ DBP_ an

av_e of 13,5 Imm0eentve_,susI0.9 .p_mce_% f_ 1876-1881_ and 10.5

percent vez,sus9.3 pemcen% /2_1970-!875. :itsr_t imxx_a to eez__ng

assets ratio.J.salso substantially bigher_ _ 2.0 _t ver_as

DBP's 1.0 _t. I_ !,.q82_5BP's rm_tiqc_me dropped to 1_.7.3mil//on,

_ea_,_t on otrong_7 suppo_s a_ieul-.L_2,: "-,-,'- _,

_L ar_ _all ..:hndn_ite_:,scale ir_us_T./deveio1_m_nt. The,red/s-.

cot__tir_gsci_ed;ile has a]-sc> _x___'_favo_'abieto this ,sec'L;O_. It is

._elevant%o see _'_ DB[_ _.ets th_',sob_ect,ive. ',."_etaublesca'tthe..

seotoz_! a_ size dis--zri:<_._i-"Lonof !¢_ns sh_ L.]-_a'tt_i8 objeu_tivehas

r_t teen.pu_sue_ by the DEF. %Ive._D_)__ion of loans aZl,c_Tated to

a_icult'_e dropped fr_ _bou% one-L!i:_daz_x_nd_960 _.o20.%.per_en_

in Ig8_, Tr_ iS_ mo_eovez,,_% incr_asin_ concentration of loans

%o Zez_e bor_xy_s. Ln the last five yeams_ ab_ 70 pea_e_t,of

"Io_:_ _a_st_ _ in over _S rail/ionsizes with _ share of

n_lit_aa/'K_,s_all scale _r_ (those wil/h_100,000 _ _500,300

loa_) about 5 pe_z_nZ, Tr_se in the lowes_ loan hmackets form an

:L.nsZ.',.gn:.Lfio_.an%g_oup of L_z_-r_wems.
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7.3, P,*fB's Perfozma_e

The _ is the oldest staZe bank _vin8 been foundea t_/o_

/ndepandence in 1916. It _has ._]so been the larg_isthenk, its assets

•rose in r_hnal value frun _. 2 billiea in 1960 to _70.5 billion in 1983 and

coursed 21.0 pe._t of total ban]dz_ asse%s ard 28._ pe_cmnt of

bank assets _ 1982. Its relative _ t_s even

lazzer in eamlier yeaz_, 26.£ percent and 35.7 pervert, _vely,

/_a1960. It is classified as a commerv3_.lbank because of i_s

checking account function but it also operates as a de_ bank,

Like or/_ state hanks, its de_isions paz_LeUla_ly on its loan _.L-

folio_ is subjecZ to close# goverrme_± con4cr_i. It has been made to

fu_d p_._miTy activ/ties #art'_culaz_lyin provincial ameas_ The

maturity strtlctureof its lo_ns is ]ong_' _zLn t1-_tof _r/%_te

c_z_c.i_lbanks.

PNB's /ntez_i_tion and alhocati_e pe_forn_e appear_ ve_

a_d_ bet"tern%Pan the DBP, but definiteiy w_se than the th_-eela_es-t

non_ol/tical _riva_e banks (BPI, M_trohank and Far F_% Bank).

Pn_ivat_deposi%_ formsd an avemaEe of only 25 percent of

lii_ilities in 187_-1982 aS _ _0 5_ percen_ for the pPivate

banks. As r__ _lie_ it ,hada_J_ hi6t_ int__ted funds

to loans ?at/ms and collection rate. Like the DBP, _ has crumb/t-ted



sub_tlal tkmda to _ bo_ra acmm.Or whloh are in d_aa

arm_fa_t_ _ Delta_tc_. _ _ also investedLnm_e

equity of _ r_ _llc c_ti_ as we.ilas _oli$!oa1_

favoredpri_ cams via the Nati_l Ira_s_msntDevelo_r_

_ti_ns. Ta_restm_tsand o_her asset accountsg_ew in value

_93 __ in ;L_I to _9,,3o8minion in 1983or _r_ than

10 tlm_s. Defa_ts cn Investm_ts c_ld not be r_tn._d in tl_

s=co_nts for the Iram_tment v_&_ _%ax_co_xk-_ at cost in eT!tl_er

Lnve_s Ln ,bor_l_,bills and equity or Other ASsc_a bal_nc_e

-ah_.,ta_co_ts. Mor_ de_ai!eddata would be ne_ to arrive

a_ a co_@l_si_%abo_t the qua/ItyOf PNB'8 po_tfolio_ Unoffi_l

_po_ts on N_DC ir_m_tmantsst_w a fairly _'_ _ of

ur_zo_itable_mqdfg~_l!ngf_m_ it is possiblethat PNB's mar_

recentlya_qulredassets ar_ _ _ a_ Da?o

I_B_s ear_tr_a_ inte_._t _ sew_,_es and capita!gains were

fairlym0c_t. In 1980-!983total ea_ to totalassets ratio

averaE_donly 10.6 _ay below the pr_vaillugloan rate of at least



18.0 pea_ent. This low rate is parely ex_la_i by the bank's

loans _ l_C£O_itysectors whose ic_n r_tas are set at.v_r_yI_

levels. It could &Iso be explaired by poor co!le_tion and law
k

zL=bar_on its investment. Kecall that loans to pri_ity secrets

are _an_ed to give at learnt 3.0 __ interest _te Sp_d.

• lons giv, even high spreads, If the int est rate

On its loans _ collected _r_mptly, -_he bank _x_d be able %0

show a fairly high /nte_est rate spread, its fLnancial statements

show that the spread ave#aged only 1.1 _t in t,he80s, The

spread fc__ the last two years w_e even lowem or .8 of one perce_t

veDsus !,5 pere_,ntio mid-7Os. This spread is belo_4wh_t hankers

consider to be adequate to cover d3ei? intermediation nr from 2,5 "

_o 3. U pemcent. Appaz_ntly, "_he special loan acccaluodat/ons %D

_B ,_c_ the CB and other gov_r_ant sources did .not result in its

ear_ing a highem r_te of _zofi_. Def0_ultsand b_1 inw,_nts must

have eaten !.q3its l_tenti_l s_cead..

7.4, The Land Bank amd the _ilippine _ Bank

The Land Bank and the ._ar_h 5_nk are s_/!l mino_ GFis whose

assets in 1982 aroun±ed to only 7.8 billion _ .2 billion in

dx_parison _i_n DBP's 4_.2 billion and FNB's _58,1 billion. LB



is iow_rs_ very rapid_r_h. in th_ Zast fiveye:_"sand isJ

departing_ its h/_Cy special_ednat'u_eof cateringto the

C_d_t ..needsof fexmers on the lar_J,.._ef_nnp_o_./pam..Its asse_s
¢ ¢

rose from 2._B in 1976 to 7.8B ,u_1982,_n _ing pr_p_ of

which went to investments and othe_ _sets, Their s_ _se frum

4.5 _t in 1975 to 17.6 pe_em_c .in1982_ _ banks _ also

dependant on non-int_ted funds with _ivate deposits forming

only 9.5 and 33.6 per_, r_spee_ively, of %b_ to_l

llabil/ties for.the same period, T!_ performance was, on the

whole, much better than the DBP. _ey _d a much I_ _llection

rate in 1980-1982 so that they were able to fi;_3ncemur_ than 60

pe_c.,_tof the/r new loans from new deposits and loan collection or

6S _,r_ent fc_ LB az_ 60,0 percent for PABo 'I%_e_ collecT/on

z_e fledto a b__g.heme;_ings to asset raT/o and i_ta_st spread:

9.6 percent for LB and ,9 p)rcent for PAB.

_ B_nk m_y be expecl-e_to !_,'.LI_an _in_ develop-

m_nt_ _ole espec/_lly if _e ref,_'_ policy is abar_k_ed and

the bank is _e to_eiy on in--ted fur_s.

AmanahBankhas _em_inedthe smallestGFI. Its assets_w

at only 30._9 _t per yeam from 1975-1982, _ts _oi_o

ccmposi_/on has r_t chanEed _,h eithem w/_% inveslm_nts _ othem

assets ave_aE_ I_.S percent over, the. period. This h_ _atio

Zo_ethe_ w/th z/_ehigh collection rate should indicate a low defaul_



7O

r_/te. These are not_ _we.ver,,cor_,lusi.vaindicator_ 9c_ defau!_

l.c.s can _ iz_definitelyin the loan account a_d the high..

co_l_,.tionmay r,eflec,.ts_z_ot--t_nloan tuz_ver.



The CB pursues i.tstw/-icbjective of _abilization and

via I/qui4/._yand selective c_dit ccn:_x_i. T_e't level _ _h

of Lquidi_ or M S (= MI + savir_ ar_ time de[ms_.ts* de_it

substi?_tes)_e se% fo_.each plann/.'ng_iod. aF_.iai"t/_e.begi_ of

ea_* y_m_. The tar.getvalues c_-K,sen ao_3nm_xl_.iteextracted_P

_o_h.and inflati._%plus _o_ st_.-.,ii_z_tion objec.,t_v_.7_e •.taz_acti_

z_e_cise is fa/rly _ and r_J_bns_ on any ecor_metric study.

In t2e last Five-Year PI_ 1878.-_!882_ M3 was %a_etted to _row =%%

17.6 pereent ann,_a!z_te while _moneysupply c_ M1 al: 16.0 _.mt.

Fbw this _wth re±e.is to be ac2deved is '_.,tdiscussed in eitha_

.,,s of the moneY,my•rigaCB repots oi- the Nati:_nalPlan. _ne souz,,e.•

base &nd the mu!.t:_,pllemaz_.,_it._ s_a_ed Yet one -is_u_cised at

how closeiy %/_etal_ett,_._lliquid__tys_.sac.hiev,:._,:_.'[_._n_"the7<_st

plan_ pe2i_. _ble [).3s:c_s,t_-_ratio of ac%_. M3 to tar_e%

M3 in eac.hyea__ devia'te_Jfr_n ,_ni_/by les_.1::_n3.,0 ._xu_cen_e

po__s only. Mmney supply or M. _._ws a ...,:,..__- _" =
4_

tam_et whi.'chis to k_ e._pla.ine_fl..by_×_tfbl/o c/_/_s between

and the _t..,hemmmne.t._ asse.ts.--_avan_S__/ t_e deposits, and deposi%

• subsidises. C_n_xDl ova, liquidity see_,_to i_ve k_%_ _ffected

through CB_I (CB-u_tifi.-ca:te.--..oi:_izdeb,:::_h%e.gs)_acti_s z_the_

than t_h .o_m. instru_en_s--red/'_c_m:ing _,nd_es_& req__.

CB c_dit to the govez_m_nt and to finanei,'_linstitu_ unde_

various _'_eleetivez'edi:_ mt,_,t.irgr%d.es_as gran±ed quite lib_.y.

When this resulted _.n_cess:fiveliquidity CSCIs were_sold to ..mOpup
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Table 2

t"!?_J._Lq.,, ST.'FUCF.J_J_,:OF K0?£A
_.. % ..I.97!: ,.,;3'L' 1982

P_,_eent_ Distril:_ationR_te of Growth
5i; .......... of Assets

£i_vuncia& institutions 1975.-Z982
.... (% p.a, in

:1975 $98_ i 97,S prices)

A, MoNetary _ ,',,y,.,tem 76.50 74,21 11.76

:t, '.D_. 8ezLk of _3z_a 25, $2 9,9B 5, 39

2. Del_si.t:nxmey 1._nks 60,98 64.23 13.08
a. (kmmez_.ial bemks 37,85 4!,28 13.6z_

i) S nationwide c_eT_e.r,- 31.28 32,Oa 12.63
oJ_! ba_s

ii) [[0loe_l 1"_Jks 4.72 4.22 I0.47

i_i ) br_m_c:hesof fo__ign I,$5 5,09 29._3
ba_s

b, Specia.h:z_ bm_ 23,12 22.9_ 12.12

i) Koz_a Zk'cl._e 5_k: 12,92 1!.58 10.51
Med:Lua, 2,05 53

Induslx,yBa'nk
Jii) Cit{zens _tional _.'-,zfl< 1,9G 2,85 18,98
iv) Korea Pbus._g B_#:. 1. ?0, i. 7_ 18.37
v) _'t: sector, of ,._:#:'i_ 4,62 3.80 9,16

vi) _t sectc_ of 0.44 O._t '12.26

B, _..mbank £ina__/al _stit_ion_'.- 23.50 25.76 13,7_

1, Deve/epm_t banks 17,22 12.80 7.59
a. Korea F._loIm_ent Bar_< 16,62 i0,30 4.82
b. Y_z_a L_-term Cr_i_ _k 0,38 O.80 25.04
c. Korea Ezpomt-_._z-t B,_ 0.22 1,70 50,72

2, .Tr_s_ accounts I, 7q 4 ..86 29.94

3. I_e, Omr_a_ies i.48 3,25 25,63
a. Life insurance _xm_oa_ies 0,75 2.34 31, .38
b, l_3n]ifeinsu___e _.Danie_: 0.72 0,91 15.38

4. inves'tmentend fir_ance:c_ier,' 1.58 2,20 1.7,70

5. Mutua! savings arK! f'.',b_nce 0._t5 1.24 29,,51

7, 8eeumities _irms 3.#I 0,20 _ .- 0.57
_:,,_,,_____._ .........._--_:",.r,4_ ....:.._,_.i,i_,_.,,_,' ...._ __

C_'ation
b. S_t_es de..%!ea-sand r].39 ....

br_ke_s,&net,) _ ....

<net)

• L. :':_I_¢ .
Total ASsets _, %he FJm_-_i.al Syst%_. (%) I00,00 100,OO 12.24

: (in ?_.llionwon) 14_,06,0 97,817,2

Administrator
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!bt.Ae 3

_T_ _CIZ_ OF EA_I_ OF n_c_'rm_,hT._'
......' :_(Ok_A_!980--I°82

Discount_:._j_. T_o_1f_r. LoL_nswith

. . ,-,, ... ,

_....

-}_._88. (_.i?) 2_;S. _s.,r]- Z2.0
' (6, SO) 23.S _S,'3 22.0

(9.18): 2_.S 15.0 ?:t.O
($'I.8) !9,5: 15.8 18.5.--&9.5

:i_ .....• C1_.9) 18,s. .[S,o !_,s-is.s
(11.3)" :1.7.:5 15.0 I£,.,5-17.5
(1.2.291_ 16.5". _5;0 15.0-15.0

&_. ' (1.:_<_).,. _5. S"' I2.0'" 15,.0,16.0
' ":"! " (3,2.9) 13.5 , :VL,O 13.5-&_.0

(6,;28): I0.0 _rJ.O _,3.9

• !,_i . :

 i:i.z)
,. __8),, 2,'_,.,0
(9.if.,:Y 2i. s
(_2r.),- 2h,9
(1_ _8),,_,_ 19.5

(7_i,) i9.5 '
(i_.9.) 1.8.6

(1i.SO) 17.4
(12 ._.'_) 18.3
(12,._'9) 18.2

_.9_: C_._,_) _s. r;
" " "": (i.._) !5.g.

(3.29)- 12.6
C_.l) 13.9
(6.28) 8.O
(7,1) 9,5



_4

[!.".or_:t.4_,,m<!.),

• ..,.k.,,-_,f,--,_..,_.,----,?m_=-.,_,._--_._,t,--._--*........._...,._,.,,._o..-..-:.,--.._ ,,.,• ...._, .,.,,._ : ',.._• , . . . • ,,
• ", ,,__-_e, • . • •,, : . '. . •L

_ __,;_ : 2: &_m. .'I._80'", ::
•._' _-_ , / ' . . . '

C..)_.

,... t_,_. , • " " ._ ,

:.!i:_s.and ,a_i_i[1:t_<e :15.0 _ ::?.%0.0•
.... ;-_-:,'...... "i ., ,

) i;_.c ,_au,_ing_t:._:14.B -:B,O:, 8,0

:-. ;;:_7!' "

:...:_i,:?_• " _ :.,, ,, ' = "
,,. ,:, _,,'_. . . * ,. . . ,%'

.,_,._:..foe.a_Z_!_t_,.'al . i...
• . .::'_",._,." ,, . .g_ : • .. , ,. • : _.! _ :,,,,'.;: .

;.__t,._e_,:_ . :. ,'. ,.
-:57: / .... " " ... '

Bi'_. _ oth_? !:._,_.: ,r.;-23,5 _0._, , . ,..

.,o.:
,.., . .

.._ , .

a,, _ :_ v_i__,_._a_,_ ,;_ _t-_'7; ?_ '-_J:8 dlsommt z_es

=_-_,_.
' , : ',,. , .

/,!_i: y-s-a_'_a. :; : : _,,
,,:-:.:;._ . .... . . .: ):

" .,;: . :.
, • • , ... -.:..:/i:.:_:i_i.i(. . :-;• ..,j. • . ' , ,,:' '_. _ _ '._,,,,,_ of _.._ly F..__ sta_._r.te_ _,,,.....

, ." , ._, . .'._ _'-,.'{", ". • . . - . . . . .

.._ ._. %:,,. . ,,,..i.7,.;..



Table ".,

SOURCF_.OF FL_ OF _ !Ni_ITiD_YION$ OF KDPiA_ A_ FOR 1975-1983
•(Ln._ ent)

• . ,... . ., ,,, .,
• , ,.-

• ,,"'?.: ".. ...
. . _ .. ......i _,; _._ _. _]"._ ._... ,. . . ........,.,...:....-._.._-.r._•... _. .

I

" Nationwide Lecal Specialized F_e_ Citizen's Y_-ea Fishemies,=_t_ore: ibusing A_,Pr_ieuit__al

. ..... (km#_r.cial _ b . 5_& Sank Cooperatives C2<m24_a±ivesa• " Banksb Bar&s_ Banks _mk c Lndust_y Bar__s . .. - •.,

........ --_ ..... ,. , . , ,, -. ,. . .... •

• .. , _ • .

I. Deposits/fia_Zities 58.3 67.5 53.3 52.2 69.9 9t.S 58:0 '56-.a :,....53.'.6
4 ,2 3•f " '_ 3 °* "

A Bar_s/Li_ilities .7 1.0 •_ •
• _., '

_: 30.1 .7 - 43,8 47.0
Ii. Borw_._ings2;_abilities

21.1 20.4

A. 63.6 6.4 -10.2 ,4 -
i

_} • _ _ 3.0, .2 ,r..3 _6._ _6._
B. Borrowings_ gc:v_n- 7..

me_t/liar:.ilitie_

iii :__ ag_f& "_mabili_ies .,6 1.1 .7 -. - , ...;

_ _ _ - .....rJ_ " 1 e /l!abii2 10_.: • . 3.9. _._.3 u9_9d " , "
• 'itiee ' .... "! " " " ' ' "' ' -. ".-

&Fox' 1878-19_.only;"

cL/ahilitie4_$yolal Assets (Paid in K, "_Reserves * .__ept_zes and G,._r_ntees).

dForeign Lio_li_ies : .Depositsin Fceeign Currency �Borr._'__n Fo_._ei_C,_-ency.

eTot_! Liabi_ities Total Deposits + Total Bor_wi_s.---- tm

±;.

• " ._ta.... ca. Bulletin....80m"O_: .=BOK. t,_:_,_y.. .... +__*__ I
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n_2,TCIAL_.l_c__ur_EOF P_STA_, 1981

r . " _ i _ _ _i T_ii _ _ _ _ _'" ff i- _i

• . . .,

P_a_e Dis_mibu__ionof Assets
andDomestieallyq_o_il"uw_Funds

of Fi_mnc_ Institutions

• :.

31, l_!:i:
,: .' . ..,

Mati_n_. Bank of Pak/sZ,_ 16.2

AI:1_i _Bank 3,2
__ 65.1

Fo_.f_br_n_hes 11:,0

B. Spee2eg;&_edF:;3_Jz_. T_tJ.t_tio_s
.. ,-: ..

of Pak/stan (ZD_P 'as of June
30,..;_-,_e._)

2. _¢u&tu&_i De:_,e.!op_r._:t 1.£
Ban_.;:ofP_kistan (ADBP as of

[,7.-"

_ne 30_ -1981)

June:f30, 1981) ....

•CO_t$on (_DFC_ Dee. 3J.,

5. F_ "Bankfar C_Jop,_r,a_ives ,._.

6. L_/mnt CmmFo_ati,onof ,6

7, ,_'_:1. Investment_-,,_1: (NIT, .;6,

- • . .._:, o _, i

:(_
10.i- _:1: B_dl_g F_e t?_j3- 9.6

(HBFC,June 30, i88i) ii

c. ¢__t Savin_._-_._(j,.,,_, _a
z_> ,,:

D. _i Stock _ 5,5

Ba/_-q_es_eet va3._e of ox__q_z_] 7.!
,s_s + m'_fe_r,ad sha_s +

• ,., ._t,_
_,_I:,__,.-,_-,_,-_- .... .=......z,_.. -_ " " "
_,.._.--_ ..... .._.._ __ ..... _qr__ .... _.,_) i_

1.981)
:.. .. .:.,
._, .-,... : ....

• . :.: ."..:.::: _._ ' , .,.:: .._,:.. . .,.. '. ( _ .. • , ,

• '.: " , .7

. _:,!, , _, • _'_._. " _ , ,.j;,- , _ , "

" : _) I-_-_; ...... _ :::?"::"'i " '
, .v- - " •





8£

li_bZe 8

•• '_:_r_u"_w_ & r "c,i'T ';._..,.,.,_,_,-__'J;CATOPd'_: PI.,.]'JL,.._h,1970-J.9_2
x .

•_ t4

A. Qr._th _ttes (JJ_%_

_, 1870 9.0
._19,.I. 0,! 5.7
19'I'2 _,0 S.6
i197.3 7,,.5 ,8,7
•187_ _.7 30.0
_975 -17.2 7,8 q_,l 26.7
1976 7.0 25.9 q;_ _1_1.7

'1977 9.6 2_..3 .3,9 9.2
1978 2. _ 23.0 i Q.4 6.9

5.0 20,2 _i 5 8
!.980 - 0.5 _8.5 7:,0 10._
_981 - O.S :14 '_ _.,, 5,_ 13,9

,_.982 .-O.U !0,4 5,9 11.5

Yd_dmumz'e_es on
on fi,x_ Peal
t_m :iepos_ts ,Intez_e_r_

3. Fi,._,,ar_'.. (6 nt_s,-i_m.) - ACI_ = Pate

:19'10
:t97:t

•. ,,1972
:i9'73
I_';4 37.8
":L875 31.3 8.:,5A 26.7 -:18.2
I976 33.5 6,5 &:t..7 3.2
1977 36.7 9,;5B g. 2 0,3
,:1978 37.6 9.5 6.9 2.6
i,_979 39.5 9.5 8.4 1.1
,,i:[980 39.3 9.5 .1.0,4 -- 0.9
_',t98_ 3s.c 9. s .-t3,9 - _.,_
_se2 36._ 9.s _t.s - _.o

t:

t_mt 11-I0-_,975.

' • ' ......



_Oi IND!C_3P,$ _ "1._t.,_3,.:i:.1970-1982. i!

• . :..I." " _ L . .... .--..._..,_--,_;_-.._.,,_o-_*._ .

i' 2i , ,:

(._ pemer_c)

:1970 6 ._
1.971 6,, $_i i!8,_8 22.3 • 9,2,
1972 _:0.Oi i:_. 93. 29,_ 3,7

1975 i9. 61 ;i-5-,2S 22,3 ,: 4.3
_,.1.e., ._,,_,20 23_._:...... 6.0$976 ' :_"

1977 I1.3 _..:•!:_,20 25._ 2.9

1979 _7 :_ ii_:-:i_.83. 13.,_ :: .- 3.'1
1980 _8.,_, "._j_.,7_. 26._ - 0.7
_8_ _._', _,7o 2.t.,s o,o
$982 1_.6 •{i.$, 19 29.9 •!3.8

'= ,, ...

_. rigu_, s ....

&_ss _8,_ 7 o,9'1 "6.o£
i_0 3_.8 ,? : o, 7.[}e,
1_9"/1 38.0 !t : :0;46 6.52
i9?2 Ltl.3 7 ":9;_& 2.09
1973 38.5 ;7: ,,1;$,!_ -. 8._1
197_ 36.9 -_ ;.2_1i_S._' '16.35
_975 38.5 :_,_: 51,_,_: .2.7_

_ 40.3 ':_,_ :!_,.I_:S ., 0.73

_8_. 4o.o _3 _._'/o o.3o
• , ,.,

. ',:

rot. XX_IIT ;#_@_;::Ootcbem1975. • " ":"" " :

Administrator
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_as r_t _4"__"_'_.-_._deposits, fr_..nnon-._esidents _d fo?ei_n curx_n.cy den_asits._ includes bonas _ ...._en__ es,_ a_-_dother-

bo___ewir_s f_,. !_8n _o 19_3 of _.-_._90n:_million _t.

•foTei_._ liabilities _ foreign cu__,.-_ncydeF_osits,

C_on__:siden t - ....,__ _...._.deDor_._, f._e.i"_nC_._, "-.'-:deposits _nd de_,.._si+so# L___<_

_-ta foz,Jg£3 _ until Sepi&_ only.

Up to July_ 1983 on!yo _,-__o

_ne ['-_I_,@/a._t_-],¢-_'_iletin. Vo]._ _,[.-<'i.__x_ _-_archi_81 e_r:d"_o-.":g'-<IIi,#.3_ _ept6mber, 1983.
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•T&bie 12

:_1975, 1980_ 1982

. . '. .

19_s ' 198o: i_2

a. .I,,_ Or "l"Oe,-O&_;tF4#J._t

-l. r_gU_ 1tea8 10.0 lS,O lS.O
2. _.ioz,it-y_:

... ...

_. _c_m___. __

1. !_a# _ _ludZ:r,_; 1.5.0 _.8.0 19.0

2, _Zty 8ecl_.s _-Z_ : 7.0 V.O 7.0

C. _e_t _tes _

1. _£ags ae._osits _,5 8.0,, _8.0
2. _ de_os_i_ts: •

:3 _2_S o_ less 6.0 9,0 _ 9.0
iii_-_ess _ 12 8,0: 12.0 ;: 12.0
" ': i:'_ '



" " ,,,.:,L." . :

I. De_sit!_ates
L' . '.'.,,i.

•_,..:t., _:9't9: 7 7 :t/_ ' ' " ..?::/,?
-,,_a_._22_.1980 g 9 112 " ::. . :-9 1t2
_',a,lyii, _.gB:t' ' _:.,c'e:i_'ti.n¢ iio _e..':_.._ :: m,c,_'iling

":_-_i •_,...,
B, .T_.i._x_:.ts ,:..:::".:.. "

78t_ _. 1/_-:1.2 9-..1;_11'2. 9_12 1/2
_,::_ii:21'_,:198'(]- :1._, . i_ 3./2 " : :t)*it2

. .: .-:' .},):I;:::. " ,.
. ,r.

't*' ":" " = • '

..tia*_ " ,:"
Dmc.?_9?9 ~ -: 5 .
A_.;.::._.:_,_._o 7 ._ ' '_.

• _4L - . ,'

• ,:, Va.]._ . Ra._",, ,: _ R_te

2..':_e_IX_v_.nt ".

• ;:i'_ Small s.caleleot'tage 80 '3 :I.2
'"::":Q_.:u_ies • "
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9_

rrl, - ,, .,.'::._[;,..-;13
([.:or_tin.t,_.)

VaJ_ue I_t_z Ijmdir_ Rate
r_) (%: (%)

- , . 7

g. C_n_,_ss or,ga_ize::'s 80 3 12
h, C_onut ._[!!ers 80 3 12

2. slght p_c_nt
a. ,_;m. supe__v:lsc-_ _,.r,ed.its 130 8 _b,
_-.Small/Med:iG:_sca:le 8O 8 !14.

_s_-_. /

d..Tax ¢._edit ce:__J.f:jr,;ares 80 _ _.W
e,, ._,ba.,_or,z_;-_:E_ SO }3 1"
f. S_. financing _0 _ l_
g. MeJiralfif_nci_ 80 8 14

3. '_e!ve.perc:_t
a. ' "DOlie_'re,_liscou/'_t_rt_ I O0 J.2

_. For co,_ar:;-b_lb_q, -he
r_Liseoun_ Date is the :f£a,
i__f_c,e. ,_ . _'O ....."_.;_te p::}.U[-;.'-e
or :r._.--_e-,(..'@_,R:_O= weight:_/

.u_.re,-._c,_[daveZ_ Of "the4- _., s_ _
durin_ the i_d/_:e].v
pz,ecedLug wee).'.,by th_ iO
_or_.zx:.ial banl.:swith the
high_i level of'outs1:a}_-

90-4ay pro_.dsso,._¢ noi::es ).
•::.'

Ill. Sank Le_n/i_ Pares (Sectn_.-d . ..

A. Sa_y,Sll-andbell._,,' ..... _TEB
B. _%-._.80-_...m/s 16% •2h-,25
C...v_" 1 to 2 years 22.97
D. Cve_2 years Floating _,te__es_

. rate as of ._g:
¢- ¢]:2, 1,.:80 (Circ.
_755) for L-T
l.:_nnsof #oz_

......_ ,_,, . an'..:ba:'_kSwi1:b,e._n.ded c_L_cJal, bank au_?_,iW]
_r _S0 am_!981.

' 5B,.tteo ,_ fc_? "_,;.s _,,zi._ch,_.4-4n_ .rTalT_ity of ?30 ,_-layso:.Pless
Ce.L_._..., _._z_,, _fted .';or T;s _..,...4_.:.o z,i}GLr_/ _a_Gril:y of ,,,_ t_3 730 :Ays.

G_,, _ ___ ._$_. _'_e0-._ .U_Z.e.t,=_:::'ate_,__ CU.LC_._:_&!l;:r=..-

_:' ' -.., • _. . _ .,_-- _ 'il , {-__._ .. • " -_ _ _,' ,_ .! ......... _.,_.._. _,,. _ .u,,__-t_.....'_-m_ .... "_¢__\_E_' :_. _._,_{:, c.,O_

:::. . .
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7_k].e 14

SELSU.I\#I)FI(,_)RESAi.DECO_JOMIC!]_3Z'_.,q_aP$
• "....... 1570-,,,I982_..IZD_.Pr.[hDS,

Rea/. R_.-L M
"- "2 Int,--2_e_t

I. Growth Rates

1971 .5.8 21.9 - ,5 - 5.7
1972 4.9 8,2 6.0 ,9
1973 9.6 16.5 .4 - 8.4
197a 6,3 34,2 ,.. :-3.9 -14,3
1975 5.8 6,8 6,3 O. :!
1976 8.1 9.2 !8,7 11.9
1877 7,0 9,9 19.6 12,2
1978 6.8 7.3 14,7 7.1
1979 6,8 16,5 - 3,1 - 8.8
1980 4 z_ 17.6 G,2 1.4
].981 3.7 12.4 7 .:4 9.3
1982 2,6 10,q 11.5 8.8

Ii. Figtmes

1970 22,5 - 1.8
1971 21.2 -13.9
1972 21,4 - 0.2
1973 19.6 - 8.5
197_ 16.8 .-23.2
1975 16.8 _.2
1976 18.8 2.3
193"1 21,1 2,1
1978 22.6 4.7
197Et 20.6 - 4.5
1980 20.9 - 3..1.
1981 21.S 1.6
1982 23,5 3.7

aM2 was deflated by the G!_Pdeflator. (1972 = &0O),

bThe bigbee va/ue of nominal ,t_ate on c._rcJ, al bank t/_
deposits less the gro_h .inCPI. The f_ .hadthese values
effe_.tiveon the_¢,edates:

Feb. 21, 1970 6 112 to 8
JIL!y29, 1974 8 to 11
Jan. 2, _.976 8 1/2 to _.2
Au_.. 22, 1980 !a 117 (for _s of

Ceilings were Lifted on July :J, 1981o
Dec..:1981, • ... 14



Table __

PERCFNTAGE DISTPEBL._IONOF _P_STIC CREDITS OF _ CKkq_@J_BA_<, 1970-!982

Lo_ns and Advarees . CFBI_

Total CB Credits Domestic _tiona! Local _d Semi.- Specie__.ized _.ft R_ai e_mme__aial Natlon_. , C_r_r_ia/
_Ovex_._ _t C_v't _,.-_4+{_ Gov"_ B_nks_ Ban_ £omks h_qBa Bazf_:s ._.,r_v_,__,,=._-F,.,_ DBP 5_%ksYea_ (in Million Pesos) ToTal Secu_ities "_'" _'" _ .........

O
:_9_0, 4,367.5 100.0 52.b "10.9 $.0 1.7. °8 _._4 - 2_.8 - - -

197! 4,326.5 lOO, O 53,9 1_0,3 6,8 tt:.7 .6 _4,0 - 19,7 - - -

1972 ....... o 51.7 !I _ 5,3 5.1 5 ,5 0 - 20,4 - -

1973 4,563.4 _00.9 63.$ 3.4 5.? 4.0 -_ _.2 - i_.3 - - -

_9,_ 7,512,0 i09,0 U3.5 9,2 _ ,4 0 35_ _

i975 11,582.2 3,80.0 2.9.2 1.5 2.7 2.1 ,4 10.1 1.1 52_8 - -

1975 II_378.5 I00.0 33.0 3.9 5.9 9.1 .4 11.3 ,2 36.2 - - -

1977 1i,018.6 1_00.0 36.5 6.8 6.5 11.8 .8 13._ - 2_.7 ....

1978 16,591,8 !00,0 21.5 _5.2 4.3 9.S ,4 10,6 2(;,3 3.4 J4.4

1979 _'_,_,820.4 100.0 16,2 "_.1............ 3. _'_ 10." ,q- "3.8 - 26,3 2.1 _: ';' 15.7

I980 30,268.2 100.0 :15-.,5 10.2_ 1_,8 7.4 ,4 9,0 .1 3?24 3 ,,o _,6, 13._4

1981 37,690,0 100.0 13,3 11._ 1,2 7,9 ,4 8,5 ,_ 3_,1 2.7 8,6 12.2

1982 47,4_4.4 100.0 15.5 8,7 .7 7,I .5 8.2 o2 _7.8 8.7 11.0 1-0._

aNon-bank with quasi-bank/_£ funeticn_.

bconsolidated Fund Bet_o_J3,,gPro@7_m.

eIneiudes _DBP_LBP ead PAB.

Sources: CBP Sta-tistiealBu3ietin_ 1982.



Table 16

STRUCT[_E OF TH£_ PHILIPPINE FINANCIAL SYSTEm.,1975_ 1980, 1983
(In Percent)

c.

Real @ro%_h Pates (in petterS.._) d

1975 !98 0 1983 a 1975-80 1980-83 !975-83
[

Total Assets (in _&lion _) 86,345.1 224,737.5 371,749.5b
(in 1• _ent) 100.0 100.0 100.O 51,6 19.1 80.6.

I. Batik/rig Syst_ 80.1 86.1 79,4 63.0 8,2 7_._

A. _mer_£_ _s 60.9 64.3 57,5 f 59.9 12.3 79.6
21.0 17.2 16.3 24.2 lq.0 e 41o5 e

B. 7_mift _s 2.5 '4.7 _.2 188.9 12.q 224.8

Pz/_@ development banks .4 .7 1.2 146,9 !15.9 '*,33.0
_-_ _ ,_x_gage banks 1. $ 3.3 1,9 201.2 - 48.0 55.5

• ;8 .4 97 5 461.£Stock _avings _nd loan associations .4 7 ! o! _ _ .

C. Rure/ bar_s 3,2 2.4 2.4 1.7,0 20.7 '41.2

D. Speci_iiz_d govea_r_,_ntbanks 13.5 !4.7 15.3 64.7 30.4 llq.9
DBP 12.0 13.1 3,6.3
LBP 2,7 2.1 - 0,1
PAB " .0 .1

iI. Non-hat& 'F_ %cial Institutionse 16.;_, 13.8 20,5 27.7 88.6 140.8
A. Govern_ : non-hank fL-_nciaI 1.0 ;_

aSe: .... • . .
b .......... _" "_":''_.... • " "

eL_ch_ i_estm_nt--houses, finance oo,3_mna/e$, seauritles eeai_s./bro.kems: investment cxm_mxes,' fund nemagers, lending.
investors.,pawnsh_s, venture oap_tal _x_x_%at_ons, and non-hank thrift _nstitutlons.

_o comp_te}fo?ll_al _rowth r_tes_ values %_e deflated hy the _P deflato_--<1972= !0O).
q

-- .........___'-_8-was,:Mv_;by_s_i_ _t-t_" ebbsof _ assets _-to_ _' _ks Ln 1983 to _ _qualto _83 _un

Sou_nes; CBP,F____t!i_ok:_lippine.Fi,n_cial Svstem_ 1976-81; CBP F_e_7_tto the [._esident:Eco].xm/c_nd Fina_cia! Developments, Jmn.-
Sept. IH_ il_ bTaT&s%lcal ,earoook 2983. - ...... ,o'.0
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Table 23

:_TI0Or_.'n_LTOTm_m VAUmSOFU_DZTY ANDCaEDZT
BY I_STI_ GI_UPII_ IN THE1978-! 982

•_Yma Dma_O_rr

' '". ':..: . -_::' -=- _ [ ' : . . T',,;"-"[-'."., .'II'" " I" 3:_:., _ ................... .'. ........ I, : ......... " ....... ; "[i.. I I I ' ., <_7 ?[" [:'[ _ [ r." _ ": - ". ................... i" ......

: i_;_: ::i:_:::i_:/ ? : ;i: _. ..... : _ ._ :.... ? ; _ _ii__ ; ...... : : _ 1!_2 _:_
-. _ ,_-_' _-',__: : _,_.__ _'_ '_ _ _ .... ........ ......._ _ _ _--_-_._ _'_s_ .......::_s ......:me__ _ _;r _,_..:_*___
_.._?_.._<_...:.:._.._./_..._.._i:_.:._:..!:._i_?:;:`_:`_._._..:i?.._:_._..`_..:._._'...:.'._.• "_ :-_=_:'-..:,.:....... -__..:......._-:..__""_"...-._...........- ....... .::__:"".... _ '/ ._."._.}_..."_/?:_:_!:_"_"_.! :_..__"_.:_!._:'i.-_;:../:.. !__._I"V_I_:_.:::-_I_I:,-_
:" " " ":"" : ;_- "' "-. .-_"'_';" ' " - ":'" "" ""_' :_" " .... " " _ : ' • '.. ?V' ;... " ' " "

•A: _ _._C_ Hs ,._,_+ S_ .'m. _ : :,:o2 ._' .9_ 1_:0_::_.oo.............9_.3 .......
I. _ = _y + DD 1,05 1.00 1.0_ .93 .81 23.5

2. M_ Hl _ rc_n-n_ey deposits i.01 .9.5 .95 I.05 I.09 ?I.8

i I I ..... I " n" I I I _/_e_ ....... . . I .
i].__s_ ri0__le F_s " ........

1. _To_a_for_ _s_ ._ _,_7 :_._ :1.6_ _.',,, l_._
2_ Go_rmmn¢ _m3_s .7_ 1.54 1.52 1.83 2.08 87.5

: .- _,. F_B . g_ 1.7% 1.87: 2.-05 2.51 _0.3
b. D_P .38 1.26 1.22 1.61 _.7_ 39.8

: c. LB. . - 2.-5_ 2.26 1.82. 2.31 2._0 7._
3: __i__:_s-re_ ....... ::._7..i..2__._ _._ _._ _os._

::- ""a," "__ ....' ' ' .82 i:2_t" ' 2.05 _.N9 1,._,8 8.8.8
_-. _.'"_:':_ ..... ............._i:_ :',9_ !.'__.o_.i_ i.2s" s,_

' e. _iV_e developmerrt,banks .... 1,07 1,33 . !.32 2-_2 2.89 2,9
:-../.... ...d;.'_ and o_ t-.hr,ift,banks......... ri:'79'" 2.05 "_3"._ '2.I_" 2.27 '"8.9

:C r " [. "" _''." ." ' ' . " " _.'." ._ " ¢'' ".':" ...... " ' '" " " " " ' ' . . • • .... " ' t • • " . " _. : . . "" ". _ . " "''I" : . . " " .

"..I. r'_':" ': ".. _._. ".__ . )_t__ II_ I iI I " I I I II I I I_ ..... Ii iI ..... : S_I . " .... 7" 7 I I I I , 7 _ ...... ,'S S i I " . 6_ " I .... ".5_ Z '" )

_.___i:_i__:_:i: _:-_:i:::J._:_::::_:o;/s:_:_[_:-::,._::_:._:_:::-:;_;_d_:_!:-,-i_i.;._.--:::__.:._._:_:_L_.-_:_2_;,:;_-;_i':_:-=_-,:--:_;_:.__:..t_..:-::.:i::.__ ::_.:;:::_,..<::_::,,:7_:!:,_.'::_.::__::-
_!#'_._._:t__:"_','-'_,,_-:'c-'_-i':"r-' . _..,_.'_._::._:_.<_.:`_.`.'_'-._..._._.-.._..:_:..<_;'_`_._`_`_.t_.``:_<¢`_.`_?._`._`._._._..`_::_._`_:._:.._._.,%_-,#,",:'[_._,<-_.".'.-_.%_':,:'>..-_'_ ..-_._.._.,.-_-_:!,:':.f-.:_::9__._,_er:_,._.-....:,...-_'_

_"_"_J'___'?"_" ":....... ........ • '"" '_""_"": _: "'=_" "" _":"""_" . " ""'_..... _-_'.:,:........ v . ,'"I-_31"I'_:..... _'_,:'_N_ _''_ ',:._I','._.- -'-'-','._I'!:_"!."'I _I,_'...... _< :-<" :_-_'_ : ,
:.._..-!J_:_:.,.._:.-,,_.._-..,_,._,_--j_'_............... :,..._.-.-..<.':.._..-:._"-:'-...,s-:..........• . ' _ :....... _ ........i..- ..._'-,.:_.'_._:._._.._.__.-_.._..-_'__.......-,_:-_'_i:."_--'_-_'._,._:_._.:....,,_..-_..:.:. ...._....:.i.._,,_I.,,__ . . _-...

-_:...:." . '.. .. ... . • • . - • ,_ . ... . ,_.. .'....... ." ... • . _:,.,r._ . ' ;" "___.." . _ -.._-__.: ..'_.._I.. " ._I_ • ..' ;.,.7,_I_,U " "
. .._._.-.,.__-- . _.... : .; .... - -- • ., : . _._ .:- • ± k ... - _.... . . • _ .-.- • • 7 .. _ - • . _ ,.- ._.--• -.. _ '- • -:. :. -. . • . ._ • . ...
",[,.'. :" . "_.':_." "_._..., ... "_''.. "' :.-- _{__. " " _t __ :" : ". ....... . ".:" :I "" "i'.. • . . .' .."' _, .''. "' :'".' , _'_ " : . ' _" "_i" " '.':._. ,_'I , 6" o • I _; :' "." "_:t '._.'." _'.'. "I. " " .

• __i-_ " • .. " "

_r":2. P_va%e ' .68 .69 .52" .SO 25.7



•..........,_.z,._..,_.._....,_._........_..__,

......__,_:_!_::
.........;".•.:'.__..'...,

_z'_-i_'gT.,

_'_8"9T,__^c_"1;
_'S_8'6T,_._s_.Lz'_m.-[__.,.o¢-_

_,_e'a_-:_'__,_.i_i
,-,___,__.....__

w_w
.....................................................•?-"-'.:'_i"':7_-'.-.__'"."-"-•.."-

!_;_i_i:_:_:_i_!._:.i: .!_:_!:;:__i::__:_::;_r_!;.__:::_:...._:_i':-_!;_:__:_!_:__:_'_:::il :':_::

_,_"O::P_,
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T:_,_.e 24

1_fI"_.S

!. R/= _i i_._st _te

•less the C_ dei_-tc_-

_)! Thailand'=:_ _tex_t _een one-MsaP TO,less

...:..

C):;_/_tan = 12-monthdepos{t r_e of iwte_st _ the
: .... _3ected _te of i%fl.at_on(_ fi_ Saw_Z_ it
_ is R - _I)

d) _._i_ine_ - _ _ on one Ye_ 1_
......__ (C_)

• . ._ .-

2,: _

- [,.. • . .

e) Pt__n_ .-._3. ,:m_in, i972 _,'_

3. •g•
:.

a) _ =_._ch _ate of _eal: _._P
.,[ " ....

b}" Tha//and = _r_;th rate of _I GDP

-

,: _-i _ : hrenehes va_/ables

_)i _ : _ m_on _ de_it _£_

--.[..
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Ta_.te. 2q
(Continued) :.

_)_ _" I_i : 1_Jseho!dsavirgsrataof !_t_i=_vious

M I
-- : lagged._e of real _p_:=alK_
M-2 ta_" gr_th •

. ..: ,_.,

1.: .._ sav_-_ _te - _/_'_.
• ,q ',.

all _ = na_/onal savh_s r_te.

_>.._ = g_o_s dm_stic sa_dngsto
_=, .,

4) _-.U_r_ --_a _,_, toere _at_

_1 Thailand= householdsavin_s_ate

S_'_h_m savin_s_,z_te = SOIZNP

•a) 'I'J'_'Ul_x_:l= Pz_vatesavings,..%'ofiDPza'_.j.O
7.

i:_)B_.z£_p_n_s= co_te _ toa_P_
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• .Table 2_
(Corrt:i.m.,_)

v_-_ :..,Finar_ialSa_r_
• ,,,; •

1. ._tGDP = M 1 + time .and savings ;depositsZGNP "

_. Th_ _,_• " --._ andsa_:i_sit,/_

a,_- ,_'Xand = e_mge _ s ,and"ms_'

• : 5:_::- ,-.

•_!.. fo_.,_'_:_!=_-

__ "_..

Administrator

Administrator

Administrator

Administrator
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_: _ Znm_r_m_aed_,"
Vol. VI, No. 1, :1978.

of Smm_ _," ]lqr_-_P.Vol. XV3_, lqse_

1_/,97-_. C__e,

.'t.

, M.J. "Are.ly'_i__:Lsequ.tli_,_:_ em:e_ i.

m=_mc_,_. ,_: _z _ anzr,_mm_nt_ _,_

July . 19/8.

Pstm.1."Serve Om_titcontm:__ tW,m_eve.lo_ Om_,"
_, _, _.

o_'e.. _. '_zm:mm_ngt.x.eee,_ m:x_
lye:::r_e _ Of F_ _." J_ __
VO_,:_,XX]_, ;b. 1, _ 1968,
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. _ _. _ _mo_ !ass.

• _ z ' _' vco..xxxv,_. 9, septm!m _s.

..... __o__. _ _.m.
__, _._.

_im _._:. _ •. o_____
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