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MANILA, April 4, Reuter - The Philipp ines' gross national product (GNP) is expected to expand by 6.1 pct in 
1988 after 5.1 pct growth in 1987, the Central Bank said in its annual report. 

Key sectors such as manufacturing , agriculture, mining, construction and services are expected to show 
impressive gains in investment, which in turn will lead to increased productivity and higher levels of 
employment and income, according to the report, a copy of which was obtained by Reut.ers. 

The National Economic and Development Authority (NEDA) has forecast GNP will grow by between six and 6.5 
pct in 1988. 

The report said that in 1988 the Central Bank will continue to implement exchange rate, interest rate and 
credit policies that will encourage a shift to an investment-led recovery after the consumption- led growth in 
1987. 

It said direct foreign investments fell to 97 .9 million dollars in 1987 from 116 million a year earlier. 

The country's overall balance of payments surplus is projected to be higher in 1988. The 1987 payments 
surplus stood at 264 million dollars. 

The lower surplus last year, which compared with a 1.22 billion dollar surplus in 1986, resulted mainly from a 
widening of the merchandise trade deficit to 1.01 billion dollars in 1987 from 202 million a year earlier. 

The Philippines posted a current account deficit of 539 million dollars in 1987, a reversal from a 996 million 
surplus in 1986. 

The report said Manila will launch negotiations for a new economic and financial program supported by the 
International Monetary Fund (IM F) this year. It gave no details. 

It said the nationa l government's budget deficit stood at 19.6 billion pesos in 1987 against a programmed 25.5 
billion. 

The 1986 budget deficit totalled 31.3 bill ion pesos. The report said the budget deficit fell to 2.8 pct of GNP in 
1987 from 5.1 pct a year earlier. 

The government projects a deficit of 27.1 billion pesos on the 1988 budget of 172.1 billion. 

The report said the peso was generally firm in 1987, ending the year at 20.800 against the dollar, down from 
20.530 at end-1986 . Despite heavy intervention in the last quarter 1987 when the peso came under 
speculative attack following an August 28 coup attempt, the Bank ended the year a net purchaser of 419 
million dollars in the foreign exchange market. 

The government has said the dollar will average between 21.30 and 21.50 pesos this year. 

The report noted that the peso depreciated more sharply against other major currencies last year, falling by 
32.2 pct against the yen, 28.9 pct against sterling and the SwiSS franc, and 24.8 pct against the mark. 

Portfolio investments by foreigners in Philippine securities jumped to 110.6 million dollars in 1987 from 29.8 
million in 1986. Hong Kong-based dealers accounted for 91.2 pct of the total volume of securities investments 

last year. 

The report said the unemployment rate dropped to an average 11.3 pct in 1987 from 11.8 pct in 1986. 
Closures of businesses fell to 742 in January to November 1987 from 1,013 a year earlier. 

The Central Bank said its monetary policy this year will be cautious, with the debt/equity conversion program 
under constant evaluation to minimise its inflationary impact. 
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The bank said last month that closed transactions to March 2 totalled 375 million dollars from total applications 
of 1.68 billion dollars. 
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