JasPeErR JIMENEZ
Filipino

Assistant Vice President
BDQO Securities Corporation

The interiwining links among Lhe
US financial system and those of
othar countries, developed and
emerging alike, make e US fi-
nancial crisis a concem, The recent fold-up of Lehman
Brothers, & giant imsestment comgany, triggered panic
e an already jiltery market and exacerbated massive
raising of liquidity among institutional and retall inves-
tors. As a result, equities markets across the world
including that of the Philippines, succumbed to heavy
sedling prissure. Despite having negligible exposune n
Lehman, the Philipping stock market's inancial sector
together with e rest of the eal stock market, was
sold-off by forelgn investors to raise cash. The Imme-
dhate effect of this turmod s consistent foreign capital
Might ot of the stock market of emenging economies
lie the Philippines, Having foresgn investlons as a ma-
jor companent. the Philippine stock market will have
lirmibed ralfies this year until the US stock market re-
covers and forelgn funds come in again. In spéte of the
sound fundamentals of major listed companies, imes-
tors will focus more on risk aversian and raising cash,
As the saying goes, “Cash is king."”
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It is Baby to hurt our exporters and
make it more challenging for busi-
nEss proosss outsourdng (BPO)
companies bo get now business
wenfuras. Bul | don exgeact a ma-
jor disaster, Thanks te our Oversaas Fillping Workers,
call centers and other BPO companies, our economy

15 nowhers near as vulnerable as it was in 1997 when
the Asian financial arisis hit us.
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Unla<s the situation iImproves this weak,
the problem fior the Philippines is the
2D Up in payments to suppliers, Most
US comphanies work on rotating credit.
With the downtum in consusmption of
non-essentials, banks elther are not lending or the cost of
lending s bacoming too high for the buyers. As a result,
payments bo Philippine suppliers of goods and servioes will
be delayed. 1 am told this is already happening Lo suppli-
ers i Hang Kong. Since the capitsl base of most Phillppine
companies i low and since on top of that the financial sector
does not work in favor of mid and small companies here,
they will in turm be squesiied as they wailt for payment,
Haopefully the market will becoms liquid quickly so that no
jobs are lost and no companies fail. That's the danger,
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| It seems that there will be an impact cer-
taindy in industries such as manufacturing,
- semi conductons and mining. The mining
industry is supposed to be & big oppor-
tunity but with dramatic dedine in metal prices, it seems it
will b miore difficult. So the one, blg, undisputed sucoess to
me is business process cutsourding (BPO). Global companies
sea that their revenues will decrease therefons they have to
reduce their cost snd these companies find Fllpings as very
high quality to work with, Mot only Is the work moving here
buk also because the guality of work increases tremendousty.
You come here to save on oost but you stay because you can
dramatically increase the quality of work being done., Sa it
seems to me that in some industries, the fnandal crisis may
affect them very badly, But in other industries especially in
BPRD, i will have a positive impact.

Reza BagIr

" Pakistani

Resident Representative
International Monetary Fund

First of all, ['d Be to say that the Phil-
ippines, becaese of having done cer-
tain fiscal reforms in 2005 and 2006,
particularly the reform to the Value
Added Tax, is in a better shape today to face the global
financial crisis. Had these reforms not been in place, the
reportussions of these extemally-induced dhallenges
wouid have likely been greater, AL the same time, the fis-
cal reform agenda is not yet completed and implementing
some af the pending legislative and administrative items
such as the reform of excises and the reform of imeest-
ment incentives will help secune the benefit that these
raforms kave to offer and will further raise the Philippines’
resilisnce b deal with glabal economic headwinds,
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I think the US financial crisis cowld
affect remittances at a tme most
needed coming up o the holiday
season, due to the credit erunch and job uncertainty.
This could have a direct impact on consumer spending
here and possibly the housing market. On the positive
side, we might see maore on inward Imeestment espe-
cially in the BPO sector.




