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THE RURAL BANKING SYSTEM: ‘NEED FOR REFORMS

Introduction

The rural banking system (RBS) which has extensgive
network ih the rural areas cerﬁaihly playa a big role in
prééiding the agricultural sector financial serVidaa._
with a wellrfunctioning rﬁral banking system, the
currently renewed empbasis_oh agxicultural. development
should tind few 6batacles. Untortunately, however, the
rural banking'éystgﬁ_is currently fighting tor its own
aﬁrvival. While they were adjusting to the new policy
environment .initiated in 1980, an eqohomic crisis
unprecedented in tﬁé country's postywar ﬁistory ~ struck
in the middle of 1983. It has serioqaly'affected the'
viability of mdat mrél banks. The subs'equ'e'nt-twiot-_ _:i.n
policy‘which_includes, among others, the uge of ﬁarket-
reiated rediscount Laxes, sharp feduction ~in
rediécountiné and witﬁdrawal of tax exeﬁptions, has
further aggravated their problems.,

Several questions immediately come to our mind.
Under an entirely_ diffterent policy énVironment. do
rural banks have a role to play in thia.rahewed'
emphasis on agrich;tural development? If éo, what
measures should be taken to rehabilitate the rural
banking system and assure its survival unde:'thia new

competitive. environment?
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This paper baéically'addfesaes.'those questidns.
The néxt sectidﬁ'reviewé imporiant financial policies
and, performance‘ot the rural bankihg systeﬁ. Section
111 diEQussebi possible rélgs of the RBS under this
competitive environment. Tne‘last sectiqm presents some, 

measures Lo rehabilitate and strengthen the RBS.

Review of Financial Policies and Performance of the

Rural Banking System

Rural banks may well be__consideréd a# _sypply
leading institutions. Theii creation was primirily‘
intended ué provide folks in the rural areas access to
.financial éeryices_which finanéiél\inatituﬁions located
in the urban é;eaalfailed to provide. The‘tairly.iwide
diatribution. ot rurél.banks in the countryside could
eqhance pecple's savings efforts and, at the same time,
generate “faﬁorable expectational ang: paycho;ogiéél
effectg on entrepreneufs.P Since at the initial stage

rural banks may not operate profitably, the government

provided  them substantial direct and indirect subsidies

(see Table I). It is noteworthy that no_timefrhma for

the withdrawal of these  subsidies had _ been

‘stipulated. Thus, rural banks have considered ﬁqat of

them aa permanent features in their operation.
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‘kurallaanké were designed to be small, 1In the first
plgce,. they were made unit banks. ~ Their growth
ther;fbre, has to_depend on the growth of the area they
axe serving. Secondly, they were permitted to lend only
" to emall farmers who have 50 hectares of lénd_or less
dedicated té' aéricultural production and vo - small
morchgnﬁ# 'ahd‘small business enterprises whose caﬁital
inVQstments do nbt exceed ?100.000. And 'ia;tly, tax
policiea_ ﬁend ﬁo reward small ﬁénka and pénalize big
banks. | l | |

The low interesi rate policy from the 50s up té-the
708 was primarily aimed at stimalating investment.
BAVings. mobilization was thﬁs put to th; background,
Fbr rural banks, it'means that they have to _tdkg the
respdnaibility of protecting small farmers  and
bntrqprenqurs. trom "loansharks". Since the llow

ihtefeﬁt rate policy had served as a disincentive to
saving, rural banks had Lo operate wiéh éeverely limited
loanable funds. Unmet credit'demanda, ﬁheretore. atill
.had Lo go Lo the informal credit market.

The introduction of new far@ techhology in the
second halt of the 60s and the 70s aubstantiaily'altéred
the agricultural credit policy of government. from éne of
merely protecging small farmers into 6ne ot iﬁbrgasing'
agficultural output, . Aaide from acquiring knowledge

about the new technology, additional working capital was
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needed 8O0 that farmérs can adopt the new fafm
teépnology. - Since small tarmers usually realize 6n1y
little savings trom théir farm income, the additional
- working . capital has to come from the,.credit market,
Instead of ;eaving. to ﬁhe rural banks the task ot
maetipg' new credit demands through increased savings
mobilizationrvwhich admittedly could take a -long time
since interest rates- on dqpbsits were. 'relatively
unatiractiverrihe Cenﬁral"Bank'has tried to meet the
increased credit demand partly through money c¢reation,’
partly by taxing commercial banks (e.g. - P.D. 717), and
partly by borrowing abroad. The rural banks are made as
conduite of these funds. There is no doubt that this
policy ﬁas contributed to the rapid adoption &t new
tarm téchnology, and hence, increased agricultural
output. However, it has completely changed the‘
‘character of rural banks. With  the relativéiy
attractive spread bethen ‘rediscoum; and lending rates v
which is supposed Lo cover administrative ‘coast and
credit risk v rural banks became increasingly dJdependent
on botroﬁinga from the Central Bank. In the 708, the |
Central Bank vigorously pursued the policy of ﬁavﬁng'_a

rural bank for each town. One of the objectives Maa.to_
make the adoption of new farm technology more widespread
by making cheap credig accessible to more farmers;'
especially smalll ones. This has resulted in the

proliferation of rural banks even in marginal areas
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where it is ;mpoésible to have a :viahle‘ rural bank
without substantial gevernmeﬁt and Central Bank support.
'iThQ 1980 = financial reférmsv have emphasized
efficiehay thrbhgh competition., Barriers Lo competition
which wére,legally‘imposéd have been remoéed. savings
mobilization }has Lo be streseéed rather than borrowings
from the Centrasl sahk. All financial institutions are
‘?xpécuéa Lo adopt the posture of a real tinancial
intermediary. For rural banks O be competitive in the
new anvironment, capital buildrup n#s been encouragaﬁ;
However, rural banks still continued to enjoy the same
Central Bank and go@arnmcnt suppore. Hence, <they
preterred 1o remain mainly as conduits of Cenurgl Bank
funds reiher thab intaim&diaries intermediating between
surplus  and deficit units in view of protic
opportunities in this activity. It is undaratnndablé
then thet their ability +to deliver c¢rediv 1o Lthe
agriculiural secior lergely depends on CB's
rediscounting policy. -

The sural banking sy #lem was badly atfected by the
economic orisis that struck in 1983, A lot of their
borrowers were unable Lo repay their loans, and thpy'im
turn were piling uﬁlarzearégas with the Ceptrel Bank.
The switeh uo'markatvxelaﬁed rediscount rate, sharp
reduction in the volume Of rediscounting with the
_Centrél Bank, and sudden withorawal of tax H&xemptiamﬁ

are market surprises that were not fully antiecipated by



rural banks. Adjustments to this new policy environment
would certainly be more difficult than if they were
__predicted and properly discounted by the rural banks.
Pefhaps it is worthwhile at this point to refer Lo
some da£a about the tinancial performaéce of the rural
banking system. | Table II gives the system's sources of
funds. Deposits used to be their main source of funds.
Starﬁing in 1974, however, the RBS tended to_rehy more
on CB borrowings. This occurred at the time when the CB
intensified. further its support (o the agricultural
sector through its various rediscounting window.  Note
that deposits per rural bpank have been increasing,
indicating the succesé of rural banks in mobilizing
savings in tHe countryside. The growth rates in
deposits pér bank were particularly higher during _the
tloating interest rate regime. This may indicate the
poﬁentials of mobilizing éavings in the countryside
since surplus units respoﬁd to incentives. The growth
rates in the capital accounté per bank were .also
significantly higher during the floating'interest rate
regime compared‘to the previous years. This may be one
indication of +the etforts of rural barks Lo ‘position
themaelves in an increasingly competitive environment.
Note, however, that even after the financial reforms,
CB borrowings stiil constituted a major source of funds

for rural banks.



The pertormance of rural banking syétem in terms of
increasing its tﬁtal resources pales in comparisén with
those of other banking institutions. The share of rural
banking system in the total resources of the banking
system has been declining (see Table Iii).

The rural banking system is the least_successful 1in
mobilizing savings among banking institutions (see Table
1v). The share of its deposits in total dépo$its of the
\bankiﬁg system hés been snrinkiﬁg. Its reliance on CB
borrowings is _more. conspicuous than that of the
commercial and thrift banking systems (see Table V).

| The .protitability of the rural banking system had
been consistently declining over the past few years (see
Table VIj. HOwéver, it had been consistenly higher
than those of the commercial and thrift banking systems.
Its ROI (7.8%) in 1984 was higher than that of the
commercial banking system (5.2%), but lower than that otf
the.thrift banking system (10.4%). It should however be
‘noted that the favorable perfoﬁmance of the RBS in this
respect could be atiributed mainlylto the substantial CB
and government éubsidies it had received.
| The 1985 financial performance of the rural banking
system will 1likely be bleaker because of substantiél
reduction of their 1lending activities. In 1984,
arrearaées_ with the Central Bank already - reached at
unprecedented levels constituting about 72 éercent of

their outstanding rediscounts (see Table VII). They
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'will probably have to scale down their lending

operations, and since agricultural loans usually
constitute about 80 percent of their loan portfolio,
their - reduced lending operations will certainly have
severe éonseQuences on the flow of credit to the

agricultural sector.

Renewed Emphasis on_ Agricultural Development and ihe

Role of the Rural Banking System

The renewed emphasis on agricultural development is
anchored on the belief that the agricultural sector will

assume the leading role 1in the economic recovery.

- However, the current approach adopted to stimulate the

agricultural sector substantially differs €rom  the
previous one. Whereas before, the agricultural sector

used Lo be pampered with subsidies, the current approach

to agricultural development is marketyoriented. Prices

of both the agricultural'products and tactor inputs will
be fully deregulated and subsidies Be phased out.
Under this framework, it is hoped that resources would
treely flow into the agricultural sector in view of the
relative attractiveness of this economic activity.

Thése retorms are accompanied with changes in’
monetary and credit policies, Whereas before selective
credit policies werxe stressed, the recent ﬁolicy will

tocus on the use of monetary instruments  for



'stabiliZQLion purposes.. Although Central Bénk. credit
woﬁld still flow into the agricultural sector as well as
to other sectofs; this time the flow will be dictated by
the market. The rediscounting rate will eventually be
based on the prevailing market rate.

_Under this new policy framework, rural banks would
lose théir most important source of revenue, i.e.,
Central Bank subsidies through rediscounting. .To reméin
in the market, théy-have Lo transform themselves from
mere  conduits ot CB funds_ into real tinancial
intermediaries. ' Like any other financial intermediary,
the rural banks' main role is to stimulate saving in
the counﬁryside by offering surplus units .a higher
‘return on their sévings than they would realize through
selfrfinanced 'investment and to allbcate funds to._the
most productive activities.

The continuation ot the operations ot rural banks
is .indeed very important. .Théir wide distribﬁtion i
the éountryslde "would assure thé contiﬁuohs flow of
inpermediated funds 10 agriculture and agriculture-
related activities. Moréover, ‘their famiiiarity with
the = economic conditions iﬁ the afeas where 'theg are
operating and thgir stock-of.infbrmatibn regardiné tﬁe
potentials of various. economic activities in the
locality ' ana personal characters ot prOSpectiﬁe
borrowers ‘would allow'them.to make a betier assessment

of the risk and return of prospectLive economic projecis.
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In this case, ryral banks would not tend to overestimate
the risk of socially desirable projects; hence, the cost
of_.ldang will 1likely not be higher‘ than their true
social cost. If banks currently existing in the rural.
areas ceased Lo operate, other financial institutions
willr.be less inclined Lo enter the area where no- other
tinancial institutions operate, except the rural bank.
The adverse cdnsequehceé on agriculture credit would
likely be felg; unless the informal credit market fully
picks up the slack. |

The specific roles that rural banks will have tco
play in this new policy environment depénds on the kind
of relationship they would have with other financial
institutiona, notably big commercial banks. It may be

worthwnile to explore some of the possible relationships.

(1) Rural banks may be directly competing with
other-'-financial institutions in a locality
both in the deposit and loan marketis. In this
regard, the size of a rural bank is very
important_ slince it deteimines its ability vo
compeﬁe with other €inancial institutions,

especially branches of commercial banks.

(2) Rural banks may not be directly competing with
other financial institutions. That is, rural
banks may opt to specialize in servicing small

clients (e.g., snmall rice and corn farmers),
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while bpranches of commercial banks may cater

Lo the needs of big clients (e.g., sugér and

banana planters) in the same region. of

course, their comparative advantage should

dictate their choice.

Rural banks and commercial banks may perfbtm
comp lementary functions., In this case, a
formal tiewup, either permanent or temporary,
may be forged bétween rural and commercial

banks s0 that the latter can participate in -

- agriculture credit even if they do not have

the same extensive market pénetration as rural
banks. For example, commercial banks may
place deposits at rural banks at relatively
attracitive rates. The latter, in turn, 'onr
lend them to local borrowers. Thus, commercial )
banks act as wholesalers while rural banks act
as retailers. There arxe a lot of workino
arrangeménts that could be worked out ' between
the +1wo financial institutions, but what is
important is that funds fldw to the rural
banks to augment the funds they have mobilized

in their own locality;

Rural banks may become branches or
subsidiaries of commercial banks. In this

regard, UCPB's experience may be worth
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mentioning. It has "infused in some 16 rural
bank3'and four thrift banks nationwide a total
of B145 million in additional capital®. Aside
from increasing the capital base o©0f +these
banks, UCPRB has aléo | introduced
professionalism in the management of 'bank's
resources Dby _training the local bank owhers
ﬁnd managers. Thus, <the additional skills of
local managers, their stock of information
about local conditions and personal characters
of pouénuial clients, and the increased
capital base are blended together Lo make
those rural and thrift banks truly competitive

in the countryside.

Some Suggestions for Rehabilitating the Rural Banking

System

The discussions above have pointed out the
possible’ roles of rural banks in maintaining or

increasing the flow of credit to the agricultural

sector under the new policy framework. However, the

- present predicament of rural banks is indeed a big

hindrance for them to play such roles in the future. -
Because of their very 1limited network and the

concentration of their operations in urban centers,

other banking institutions are in no position to
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.substitute the rural banks even in the near future. It

is, theretore, necessary o rehabilitate the rural
banking system and allow them to adjust smoothly Lo the
new policy environment. The following are sone

suggestions for rehabilitating the banking system.’

Regpgpcturingfof Arrearages .

According Lo a.TBACNstudy,  abqut 80 percent of
total operating rurai banks = cannot participate in
government programs due to arrears with the Central
Bank. Eightf (80) percent of tdtal arrearages can be
attributed Ito défaglted‘loans of borrowers.  To _help

banks adjust to the new policy environment, the

- proposed 1lOyyear restructhring scheme, which would

include a. fivewa&r moratorium on the paymeht of .loan
p;inc;pal_snould be considered seriocusly. However, in
view of the policy of government to strengthen the
rural Dbanking sjstem, the restructuring of arrearagéa
has to bé_applied.selectively. The set o©of c¢riterxias
tor restructuring arrea?ages of individual banks should
inclu&é the tfollowing: (a) integrity of  bank

management; (b) agricultural output potentials ot the

‘area. where the rural bank is operating; (c) banks

deposit growth potentials; . (d) fulfillment of the
required  minimam net_wérth to risk assets ratio; and

(e) potentials for broadening the capital base.
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Perhaps, the most sensitive issue of restructuring
arrearages - 1is :detarmining what interest rate to use.
The Central Bank might prefer Lo use the marketrrelated
rediscount rate; while the rural banks.might press for

the use of the o0ld rediscount rate. This paper

suggestis an alternative rediscount réte. ‘ That is a

rate which is X% lower than the prevailing market rate
but nigher than the o0ld rate may be used as a
rediscount rate. It shall be adjusted each year uhtil
it reaches the‘market'rate towards the last year of the
restructuring period. To discourage rural banks . from
defauliing, the penalty for defaults should be related

to the prevailing cost of money.

Withdrawal of Tax Exemptions

The abrupt withdrawal of tax exemptions was illy
timed because it occurred at a time when révenuea ot

rural banks were badly atfected by the unusually high

loan detaults of borrowers. Moreover, it was totaliy

unexpected by rural banks. Such hnexpected development

would certainly result in greater dislocations than if

it was anticipated and properly discounted by banks.

Instead _qf ~abruptly withdrawing tax esemptidna.h this
paper suggesis a gradual phasing out of those
exempgibns within a certain period, say tive years. In
addition, \ﬁax-credits may be given to rural banks who

are making efforts to broaden their capital base. Such
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privilege should, however, be withdrawn after a certain

period.

Broadening the Capital Base

Broadening the capital base of rural banks should
be encouraged. It may be accomplished in at least

three, not mutually exclusive, ways.

a) Internal Capital Buildvup. A TBAC study

shows the eagerness of bahk owners O  lincrease
capitalization in order to éontinue operation after
the economié crisis struck. This may not be é
widespread practice, but iﬁ Qtill shéws some
positive sigﬁsﬂ. There are reasons why bank owners
may'not Waﬁt t0o infuse additional capital to their
banks.  One possible reason is that the withdréwal
of tax exemptions has consistently reduced bank
profits which could have been ploughed back. Our
suggestion ﬁo' gradually phase out the tax
exemptions may encourage bahk owners toO increase
bank capitalization by pldugﬁing back profits..
"Anothér. possible reason is that the 20 percent
ceiling on individual/family group stockholdihg in
a rural  bank provides a disincentive to
stockholders who might 'want 1o increase their
shares. In view ot the need to increase

capitalization of rural banks in order to continue



()

- 16 -

operation and stay competitive, the ceiling may be

increased to- 50 percent brovided that it 1is
accomplished . through infusion of new money, not
through buying the shares of oﬁhgr stockholders.
§till another reason is the high yields on
virtually riskless CB and Treasury Bille whiéh are
detinitely more attréctive than the yields on bank
shares. This is a A Croeconomic problem that hust
be approached from a mbre comprehensive view.
However, it is iﬁportant to point out here that the
t_xigh_ interest rates on thosé securities may have
also Qiphonéd off capital that could have been used

10 1ncrease rural bank capitalization.

Attracting External Funds. This may involve

selling shares to potential stockholders.. Howeﬁer,_:
the presence of highryielding CB and Treasury Bills
would give rural banks difficuliy in selling their
shares unless they guarantee eguivalent yield. One
feasible alternative is tO encourage rﬁral banks 1o
sell _sh&res,_' either prefefred ‘or common, 10O
commercial banks. Tne'investments of commercial

banks on those shares may qualify as part of the

mandatory requirement stipulated in_P.D. 717. This’

may be less onerous Lo commercial banks. At the
same time, it would give them a mechanism tO £ing

out: the economic opportunities available in the
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rural areaé..

Merger/Consolidation. This has been stressed in

the 1980 fingncial reforms as one of the means of

broadening the capital base qf rural banks._
Perhaps, the experience of‘the_yirst Consolidated
Rufal Bank of Bohol with regard to consolidation
can be examined and shared with other rural banks
as a way of enccuraging more consolidatioﬁ in other

regions.



TABLE I

EXEMPTIONS AND PRIVILEGES OF

' RURAL BANKS

- Exenptions Privileges —
Taxes, charges ardl f.eessl‘r Others . From Ceritral Bank From Other Gov't Agencies
1. Incare Tax oy, 1. From registration fees, | 1. Free technical assist-| 1. Advice on Business and
2. Fixed tax for banks ‘ charges and documentary ance farm management by
3. Documentary stamp tax stamps on any instru- 2, Free training of bank other gov't. agencies
4, Tax on incame of banks ment relating to trans- officers. 2. OCounterpart fund fram.
5. Firearms tax ' actions or loans 3. Free fram management the Development Bank of
6. Deposit interest tax | extended by the ERB. takeover expenses the Philippines
7. Real Property Tax . 2. From publication in 4. Loan by (B to FB on 3. Free notarial service
8. All local tax {such as transfer newspapers of fore- ' collateral of assets on documents by munici-
tax, building permit fee, muni- closure notices where of BB, in emergencies pal and city judges
cipal secretary'’'s fee, market the principal of the and financial crisis 4. Borrowings from the
fees or rentals, tolls for roads, loan and interest due 5. Ioan to RB through CB Development Bank of the
bridges and canals, permit to do not exceed of funds from inter- Philippines
engage in business and residence £10,000,00. national lending 5. Compulsory deposit
tax) except for the annual busi- institutions insurance coverage
ness tax : 6. Rediscounting of STD 6. Guarantee coverage of
9. Property registration fees Punds frém CB certain supervised
10. Docketing fees, sheriff's fee : _

1i.

12,

Regulation fees for motor
wvehicles '
Fees to -the Securities and

!

—

go beyond B3M, the taxes,
When net assets exceeds B3M, the RB shall pay all taxes,

business

—

1/ Exemption applies

5om
Skl

rafer only o fixed taxes on business.

33T ey
T aal] AT

3419803

grantees (Sec. 192 gg}.

only when net assets lessoc\mterpartdoesmtemeed?im-hmmer‘ if it exceeds PIM but does not .
charges or- fees shall be levied in proportion to that
fees and charges.

2/Fixed tax of 2,000.00 shall be collected form banks, insur
the Thilippines and franchise

said excess bears to the net assets.

ance carpames, finance and investment conpanies, doing
Fixed taxes in the National Internal Revenue Code
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TABLE II

DeEosits

Borrowlings

.Source:;

Borrowings Capital Accounts
¥ear ‘No. of RBs No. of RBs No. of RBs
1972 544839.2 395939.0 487309.6
1973 699044.5 - 611464.9 514331.2
1974 821022.7 1454545.4 532670.4
1975 '882812.5 1940104.1 554687.5
_ (7.5) (33.4) (4.1)
1976 1062111.8 1903105.5 619875.7
(20.3) (-1.9) (11.8)

1977 1211764.7 - 1860000.0 . 644705.8
‘ (14.1} (+2.3) (4.0)

1978 1387755.1 2070891.5 675617.6
o (14.5) (11.3) (4.8)

1979 1580838.3 2395209.5 706586.8
©(13.9) (15.7) (4.6)

1980 1646317.8 2710271.3 731589.1
| (4.3} {13.2) (3.5)

1981 1974038.4 3104807.6 850000.0
(19.9) (14.6} (16.2)

1982 2489835.4 1604453.0 979670.8
(26.1) (22.5) (15.2)

1983 2978095.2 4209523.8 1158095.2
(19.6) (10.6) (18.2)

-Note: Figurés in parentheses are growih rates.
Central Bank of the Philippines
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TABLE II1I

'DISTRIBUTION AND GROWTH RATES OF RESOURCES OF BANKING INSTITUTIONS
- {IN PERCENT)

Banking System (34) 80380.0 96666.0 123276.0 157024.8 193550.2 228580.0 276056.6 330943.4  403700.4
(20.3) (27.5) (27.4)  (23.3) (18.1) {20.8) (19.9) (22.0)

Conmercial Barks 73.8 72.9 . 74.3 74.8 74.6 74.8 74.1 75.0. 74.1

| (18.7) (30.0) (28.2) (22.9) (18.3) {19.7) {21.4) (20.5)

Thrift Banks ' 3.8 4.2 4.5 4.9 5.4 4,2 4.5 4.9 3.7
- . | (34.9) (37.4) (36.9) - (37.6) (-8.1) - (29.5) (28.3) (-7.9).

ml Ban](s 3.8 304 . 3-3 3.1 208 2.8 ) 2.9 2-8 2-2

(10.2) (21.3) {21.9)  (12.3) {(17.5) (22,9) (16.9

Specialized Gov't Banks 18.6 19.4 17.9 17.2 17.1 - 18,2 18.5 17.3 20.0
(25.4) (17.2) - (22.4) {22.8) {25.3) (22.9) (12.1) {41.3)

Note: Figures mparmﬂresesaregrwthrates

Source: Fact Bock, Philippine Financial System (Vafious Issues)
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TABLE IV

(IN PERCENT)

INSTITUTIONS

1976 1977 1978 1979 1980 1981 1982 1983 1984

Banking System (®M) 34666.0  42506.3  54343.0  69780.5  89498.2 99594.2  119364.5  142181.7  153400.8
{22.6) (27.8) (28.4) (28.2) (11.3) (19.8) {19.1) {(7.9)

Commercial Banks 78.2 80.7 81.5 81.5 81.5 80.6 '81.8 84.8 90.1
(26.5) (29.2) {28.3) (28.2) (10.1) (21.7) (23.4) (14.7)

Thrift Banks ' 6.9 7.7 8.5 9.0 8.9 7.0 7.8 7.8 © 4.5
(37.5) (39.9) (36.6) (26.9) -12.7) (33.3) (20.2) (38.4)

Rural Banks | 2.4 2.4 2.4 2.3 1.9 2.1 2.2 2.2 1.9
(21.1) (25.4) (22, 5) (7.3) (20.9) (25.3) {21.6) (-8.6)

Specialized Gov't Banks 12.4 9.1 7.6 7.2 7.7 10.3 8.2 5.2 3.5
(11.0) (6.4) (21.9) (37.0) (49.2) (~4.7) {(-26.5)

(-24.9)

- AN >

Note: Figures in parentheses are growth rates.

Source: Fact Bock, Philippine Financial System {Varjous Issues)
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TABLE V

RATIO OF LOANS TO DEPOSITS

1976 1977 1978 1979 1980 1981 1982 1983 1984

Baﬁking System 1.49 1.44 1.43 1.44 1.34 1.40 1.38 1.44 1.53

Commercial Banks 1.41 1.28 1.32 1.32 1.22 1.29 1.23 1.28 1.12

Thrift Banks 0.85 0.87 0.83 0.81 0.82 0.87 0.86 0.96 1.38

Rural Banks 3.00 2.68 2.59 2.57 2.69 2.60 2.53 2.39 2.38
Specialized Gov't Banks  2.06 2.89 2.92 3.24 2.95 2.36 3.10 4.35

N.A.

N.A. = Not Available

Source:

Fact Book, Philippine Financial System (Various Issues)
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TABLE VI

RATIO OF NET INCOME TO GROSS OPERATING INCOME,
SELECTED YEARS

~ Commercial Thritt Rural

Year Banks Banks Banks Total
1978 18.1 7.7 2T 3 16.5
1979 14.1 © 8.0 - 19.1 12.6
1980 10.6 | 6.6 14.5 9.9
1981 8.1 (5.0) 14.1 7.1
1982 6.7 - 6.6  12.1 6.3
1983 8.0 5.7 10.1 6.9

1984 | 3.6 6.4 9.3 5.4

Source: Central Bank of the Philippines.
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TABLE VII

RURAL BAL.S' REDISCOUNTING ARREARAGES WITH
THE CENTRAL BANK, 19791984

- % Change .
Period . Amount Over : Past Due
Previous Year Ratio (%)
I. As ot end December
1979 -570.0 28.0
1980 . 720.0 20.3 | 28.5
1981 - 870.0 20.8 29.4
1982 1960.0 10.3. 26.3
1983 1201.7 25.2 29.9
1984 2579.1 114.5 72.2
I1. 1984 Selected Monihs _ |
June 1984 1748.4 46.8
Sept 1984 2249.6 61.2
Oct 1984 2370.7 - | 65.5
| .2

Dec 1984 2579.1 S 72

Source: TBAC (1985)
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