POSITION PAPER

OF THE 

CONFEDERATION OF PHILIPPINE EXPORTERS FOUNDATION (CEBU) INC.,

ON THE NEGATIVE EFFECTS OF THE STRENGTHENING PHILIPPINE PESO
Background
The recent upsurge in the value of the Philippine Peso vis-à-vis the US Dollar has been attributed to the seasonal flow of inward remittances from overseas contract workers who traditionally send money to their families during the Christmas holidays. As well, the implementation of the EVAT is viewed to have given the country’s creditors/investors a positive outlook of the economy. 

The Bangko Sentral ng Pilipinas (BSP) reported on Febuary 15, 2006 that the country’s more than eight million expatriate workers sent home a record P 10.7 billion last year. Remittances as of end of 2005 were 25% higher than 2004’s P 8.5 billion. BSP had earlier estimated that the remittances could reach P12.3 billion. 
This continued surge of dollar remittances has significantly help strengthen the Philippine Peso versus the Dollar. In three months time, the exchange rate moved from P56:$1 to a little over P51:$1.

Another factor is the inflow of fortfolio funds due to the perceived positive outlook on the economy. This is said to be seen in the rally of the Philippine stock market since December 2005. 
The Negative Impact
While the government sees this phenomenon positively, the export industry which contributes an annual average $38 billion to the economy, is hurting.  Aside from the electronics sector, the other sectors like the furniture, the food and other industries have claimed to have lost and continue to lose 10%-15% revenues.
With manufacturing inputs having increased over the period of time that the Dollar to Peso have increased to 56:1, and with the strengthening of the Peso now at 51:1, and with the manufacturing inputs having not gone down, the viability of the export industry is now compromised.
Analyses from economists state that if the Philippine currency does not stabilize to a range of P53 to P54 to a Dollar, the export industry, starting with the Small and Medium Scale Enterprise (SMEs) will definitely not be competitive in the world market.
Exporters Prayer
Considering the losses that the exporters have been sustaining and the stiff competition they are meeting with the exporters from other Asian countries having favorable exchange rates, the export sector needs help.

The exporters ask the support of the government to do everything in its power to protect the sector that generates dollars and jobs for the country, by stabilizing the peso to the competitive range of exchange of P53 : $1 to 54: $1. 
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