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Text Box
The views expressed in this paper/presentation are the views of the author and do not necessarily reflect the views or policies of the Asian Development Bank (ADB), or its Board of Governors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this paper and accepts no responsibility for any consequence of their use. Terminology used may not necessarily be consistent with ADB official terms.
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Philippine Investment TrendsPhilippine Investment Trends
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Source: The Philippine Star, Editorial “Risky Business”, 16 Sep ’05. 
Commentary on ADB’s Private Sector Assessment (May 2005).

Philippines: Investor PerceptionPhilippines: Investor Perception
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What is What is ““the investment climatethe investment climate””??

•• Incentives  Incentives  MacroMacro--economic fundamentals;  economic fundamentals;  
political & social stabilitypolitical & social stability

•• InfrastructureInfrastructure Access to and quality of Access to and quality of 
physical assets physical assets -- roads, ports, power, water, roads, ports, power, water, 
telecommunicationstelecommunications

•• InstitutionsInstitutions Governance, corruption, Governance, corruption, 
regulation, taxation, legal system, financial regulation, taxation, legal system, financial 
sector, labor market flexibility, skilled work sector, labor market flexibility, skilled work 
forceforce
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INCENTIVES INCENTIVES –– internal balancesinternal balances
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INCENTIVES INCENTIVES –– external accountsexternal accounts

Current Account/GDP, 2005 (%)

-5

0

5

10

15

20

PHI MAL INO IND PRC VIE THA

Debt Service/Exports 2005 (%)

0

4

8

12

16

20

PHI MAL INO IND PRC VIE THA

Source: ADB. Key Indicators 2006



12

INCENTIVES:INCENTIVES:
complex economiccomplex economic--political political 

environmentenvironment

•• Transfer of executive power between Transfer of executive power between 
successive administrationssuccessive administrations

•• ExecutiveExecutive--legislative alignmentlegislative alignment
•• ChaCha--cha, concha, con--ass, conass, con--con, and peoplecon, and people’’s s 

initiativesinitiatives
•• Political cycles and economic priorities Political cycles and economic priorities 
•• Risk mitigationRisk mitigation
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INFRASTRUCTUREINFRASTRUCTURE

•• Access and qualityAccess and quality
•• Philippines comparative standingPhilippines comparative standing
•• Public infrastructurePublic infrastructure
•• Crowding in the private sectorCrowding in the private sector
•• PublicPublic--private partnershipsprivate partnerships

Power, water, transport, sanitation, 
telecommunications
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Infrastructure InvestmentInfrastructure Investment
%GDP%GDP

PRCPRC
ThailandThailand
Viet NamViet Nam

Lao PDRLao PDR
MongoliaMongolia

CambodiaCambodia
IndonesiaIndonesia
PhilippinesPhilippines

>7%>7%4%4%--7%7%0%0%--4%4%

Source: ADB, JBIC, World Bank. 2005. Connecting East 
Asia: A New Framework for Infrastructure, Table 1.2.
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Public Infrastructure SpendingPublic Infrastructure Spending
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16 Source: Comprehensive Integrated Infrastructure Program 2006-
2010, NEDA, 18 August 2006

Future Infrastructure Investment Future Infrastructure Investment 
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Financing Infrastructure InvestmentsFinancing Infrastructure Investments

Source: Comprehensive Integrated Infrastructure Program 2006-
2010, NEDA, 18 August 2006
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InstitutionsInstitutions

•• GovernanceGovernance
•• CorruptionCorruption
•• Supreme Court and the economySupreme Court and the economy
•• Financial sectorFinancial sector
•• Labor marketLabor market
•• Regulation, red tape and regulatory Regulation, red tape and regulatory 

agenciesagencies
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Revenue Effort Tax Effort
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Fiscal consolidation:Fiscal consolidation:
the tipping point?the tipping point?

•• ProxyProxy for capacity and credibilityfor capacity and credibility
•• Creating Creating fiscal spacefiscal space for prioritized public for prioritized public 

spending on infrastructure and social sectorsspending on infrastructure and social sectors
•• Creating Creating confidenceconfidence and crowding in private and crowding in private 

investment investment 
•• Triggering higher levels of Triggering higher levels of ODA supportODA support
•• Improving Improving perceptionsperceptions of financial markets, of financial markets, 

leading to less costly financingleading to less costly financing
•• Creating Creating policy spacepolicy space to concentrate on other to concentrate on other 

areas of the economic reform agendaareas of the economic reform agenda
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ADBADB--PHILIPPINES PARTNERSHIP:PHILIPPINES PARTNERSHIP:
our visionour vision

As a long term development partner, As a long term development partner, 
living and working in Manila, ADB living and working in Manila, ADB 

understands the challenges and shares understands the challenges and shares 
the aspiration of the aspiration of a Philippines free of a Philippines free of 

povertypoverty. . 
We are committed to continue to We are committed to continue to work work 
with all Filipinoswith all Filipinos to move more rapidly to move more rapidly 

to this goalto this goal
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