Published forthnightly by the Development Information Staff
Nationa Economic and Development Authority
http://www.neda.gov.ph e-mail: info@neda.gov.ph

tel: (632) 6313281 / 6313757 fax: (632) 6313282

Vol. XI No.20 Speacial Issue

Neda DG Santosand Saff Directorsmeet with
membersof the Pressto discuss the country's
futuregoalsand challenges.

Acting Socioeconomic Planning Secretary and
National Economic and Development Authority
(Neda) Director General Augusto B. Santosis
optimistic that the Philippineswill experience
further economic and social growthin 2008.

During the recent Neda 2007 Yearend Briefing at
the Neda sa Pasig boardroom, Secretary Santos said
that asthe government continuesto implement its
infrastructure devel opment projectsand fiscal
reforms, among others, the country’s production and
expenditure are expected to expand.

The country’s economic expansion, however, is
expected to be tempered by continued pressures
frominternational trade. Despite the strengthening
of the peso against the dollar and the sustained high
costs of oil, the country can still be more
economically competitive, Secretary Santossaid.

Production Side

TheAgriculture, Fishery and Forestry (AFF) sector
isexpected to grow with the“ continued government
support on infrastructure, technology and extension
services, post-harvest and storage facilities,
accessibility of rural credit, market expansion for
agricultural products, area expansion and
distribution of high-yielding variety seeds.”

Similarly, the industry sector is seen to expand with
higher expected outputs from mining and quarrying.
These activities are expected to benefit from the

various ongoing government-initiated infrastructure
support projects.

Secretary Santos also said that the 10 percent
growth of private construction during the first three
quarters of 2007 is expected to be carried forward.
He pointed out that the conducive business climate
together with upbeat demand from the housing,
tourism and business services continuesto entice
investments from the private sector.

The basic metal industries, metal and metal
industry, nonmetallic mineral, semiconductors, and
machinery and transport equi pment production
should also contribute to the expansion of the
manufacturing sector.

Supply Side: Agriculture
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AFF, oneof the country’sbiggest economic contributors, will
become more productive in 2008.
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Gross Domestic Product growth isexpected to continuein 2008.

Expenditure Side

Private consumption will bethe main driver for
expenditure growth supported by Overseas Filipino
Workers (OFW) remittance inflows.

Also, the country will expect improved capital
formation from construction and durable equi pment.
During thefirst three quarters of 2007, positive
growth was seen on agricultural, mining,
construction, textile, and pul p and paper
machineries and on telecommunications, aircon and
refrigeration, road, railway, and water transport
equipments.

In addition, infrastructureinvestmentsin the super
regionsasidentified in the Comprehensive
Infrastructure Investment Program (CI I P) should
complement expenditure growth.

Facing the Challenges

Secretary Santos also presented the possible issues
the country may facein 2008. Theseincludethe
rising world oil prices, decel erating merchandise
exports, and pressures on the country’s continuing
effortstowardsfiscal consolidation.

“The growing integration of economiesworldwide
has been aboon to us,” he said. However, he
stressed that “ globalization also has its downsides
aswe have witnessed the effects of the cooling US
€conomy on our exports.”

Thus, the Neda chief emphasized the need for the
country to be more aggressive. “We need to
continue to work hard to ensure that growth
outcomes become more solid, broad-based,
productivity driven and sustained,” hesaid. To
sustain and accel erate this growth momentum, there
isaneed to implement measures and structural
reformsaimed at increasing competitiveness and

raising productivity, aswell asinitiativesto enhance
entrepreneurship opportunities, he added.

Inthisregard, Secretary Santos said the government
is“committed to implementing fiscal reformsto
improvethe government’sfiscal position.” The
government aims to have abalanced budget by
2008.

He pointed out, furthermore, that “the country’s
infrastructure network is already being upgraded to
boost productivity, lower transportation cost and
raisethe country’s competitiveness.”

Since many of these projects require Official

Devel opment Assistance (ODA) loans and many
ODA loans are US dollar denominated, Secretary
Santos stated that government needs to be “ careful .”
Accepting US dollar cash loans, he said, may
further strengthen the peso against the dollar which
has been hurting the Overseas Filipino Workers
(OFWs) and the Filipino exporters.

“Hardly do we need cash now,” the Neda chief said,
noting the country has some US$32 billion reserves.
He addsthat in case the government may need to
acquireforeign goods and services, it may “use peso
to buy dollarsin the market.”

Thus, in 2008, the government will prioritize ODA
loan proposalswhich would directly provide
specialized foreign goods and services over US
dollar cash assistance to protect the welfare of the
OFWs and exporters. Moreover, the country intends
to prepay moreforeign loansto create downward
pressure on the peso.

I'n addition, the government would al so borrow more
domestically. Borrowing mix will become 70
percent domestic and 30 percent foreign from 64
percent domestic and 36 percent foreign in 2007.

Secretary Santos also revealed that the government
isrealigning the national budget to invest more on
social services, especially on the education and
health of the Filipino. He also gave weight to the
importance of achieving political stability to speed
up the pace of implementing key reforms and ensure
increasing growth over the medium term.

Finally, Secretary Santos called for avigilant
monitoring of inflationary pressuresarising fromthe
volatility in the oil market as this may be carried
forward and impend future growth prospects.

Source:Acting Socioeconomic Planning Secretary and NedaDirector General
Augusto B. Santos, 2007 Yearend Briefing, December 17, 2007, Neda Boardroom



