

Foreign Direct Investments, Q3 2010


Foreign Direct Investments in the Philippines

Third Quarter and First Nine Months 2010 

Summary

Total approved FDI (Q3 and first nine months 2010)
Total foreign direct investments (FDI)
 approved in the third quarter of 2010 by the four major investment promotion agencies (IPA), namely: Board of Investments (BOI), Clark Development Corporation (CDC), Philippine Economic Zone Authority (PEZA), and Subic Bay Metropolitan Authority (SBMA) amounted to PhP 19.0 billion, up by 82.9 percent from PhP 10.4 billion approved in the third quarter of 2009. Meanwhile, total approved FDI for the first nine months of 2010 reached PhP 79.4 billion compared to PhP 34.3 billion registered in the same period last year (Figures 1a and 1b below and Part II – Tables 1a and 1b).  
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Japan, the country’s constant source of FDI led all other countries as it shared 33.2 percent of the total FDI commitments during the period valued at PhP 6.3 billion.  Trailing behind are the Netherlands and Switzerland pledging PhP 5.6 billion and PhP 4.4 billion which accounted for 29.4 and 22.9 percent, respectively, of the total FDI approved in Q3 2010.   
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About this report

This report is the 53rd of a series on quarterly statistics on foreign direct investments (FDI) in the Philippines, integrating the quarterly statistical reports on FDI submitted by the government’s investments promotion, administration and regulation agencies.  It provides an analysis of the:

(a) Foreign direct investments and investments by Filipinos approved by the Board of Investments (BOI), Clark Development Corporation (CDC), Philippine Economic Zone Authority (PEZA), and Subic Bay Metropolitan Authority (SBMA) for the first quarter of 2009 to the third quarter of 2010;

(b) Actual foreign direct investments as presented in the Balance of Payments (BOP) by the Department of Economic Statistics of the Bangko Sentral ng Pilipinas (BSP) for the first quarter of 2009 to July-August of 2010.

Annex A presents the technical notes on the data and compilation methodology while Annex B gives a brief background on the Foreign Investment Information System (FIIS) that generates the FDI statistics presented in this report.

For the period January to September 2010, Korea topped the list of foreign investors, committing PhP 24.5 billion or 30.9 percent of total approved FDI.  The period likewise showed substantial contributions from Japan putting in PhP 17.1 billion, and the Netherlands at PhP 7.0 billion worth of investment pledges (Part II - Tables 2a and 2b).

Majority of the approved FDI in Q3 2010 were intended to fund projects in the manufacturing, and electricity, gas and water industries, contributing 63.4 percent or PhP 12.0 billion and 24.2 percent or PhP 4.6 billion, respectively.  Both industries remained as top recipients of FDI commitments during the first nine months with manufacturing sharing PhP 59.1 billion or 74.4  percent, and electricity, gas and water receiving PhP 8.4  billion or 10.6 percent.  Private services came in close with 7.8 percent share or PhP 6.2 billion (Part II - Tables 3a and 3b).    

Foreign direct investments in the Balance of Payments (BOP)
, July – August 2010, and first eight months of 2010

FDI net inflows in the BOP for July to August 2010 amounted to US$ 295.0 million, 23.8 percent lower than the FDI net inflows of US$ 387.0 million recorded in the same period last year (Part II – Table 14a).  In peso terms, FDI in the BOP for July to August 2010 totaled PhP 13.6 billion  (Part II – Table 14a).  

For the period January to August 2010, FDI in the BOP recorded a net inflow of US$ 1.0 billion, lower by 38.0 percent from the year-ago level US$ 1.7 billion (Part II – Table 14b).  
Combined approved investments of foreign and Filipino nationals (Q3 and first nine months 2010) 

The combined approved investments of foreign and Filipino nationals in the third quarter of 2010 totaled PhP 55.8 billion, 81.8 percent higher than the PhP 30.7 billion registered in the same period last year. Pledges from Filipino nationals stood at PhP 36.8 billion which accounted for 66.0 percent of the total approved investments in the quarter (Part II – Table 6a). 

For the first nine months, the combined approved investments of foreign and Filipino nationals amounted to PhP 320.2 billion, almost three times the PhP 117.5 billion committed a year ago.  Investments of Filipino nationals accounted for 75.2 percent of total approved investments during the January to September 2010 period (Part II – Table 6b).

Projected employment from approved investments of foreign and Filipino nationals (Q3 and first nine months 2010) 

Foreign and Filipino ventures approved by the four major IPAs in the third quarter are expected to create 26,857 jobs, 36.8 percent higher than last year’s projected employment of 19,638 jobs.  Out of these total expected jobs, 78.8 percent or 21,154 jobs would come from investments with foreign interest (Part II – Tables 4a & 8a).

Summing up the first nine months, projected employment from approved foreign and Filipino investments totaled 96,473 jobs, up by 20.7 percent from 79,960 jobs recorded in the same period a year ago (Part II – Table 8b). 

Approved investments of foreign and Filipino nationals in Information and Communication Technology (ICT)

The country continued to benefit from investment pledges in information and communications technology (ICT) by both Filipino and foreign nationals as investment commitments in the sector continued to expand.  Investment commitments in ICT  increased by 70.2  percent from PhP 2.8 billion to PhP 4.7 billion in the third quarter of 2010 (Part II - Table 9a).   ICT shared 8.5 percent of total investments approved during the quarter (Part II – Tables 6a and 9a).  

The bulk or 91.0 percent of investments intended for ICT amounting to PhP 4.3 billion would come from foreign nationals. Almost all (99.7 percent) of these investments were coursed through PEZA. 

Proposed investments in ICT for the first nine months of 2010 totaled PhP 33.6 billion, almost three times the PhP 11.8 billion committed in the same period last year.   

Part I – ANALYSIS

A. Approved foreign direct investments (FDI)

A.1   Total approved FDI (levels and growth)

A.1.1   Third Quarter 2010

FDI applications received and approved in the third quarter of 2010 by the four major investment promotion agencies (IPA), namely: Board of Investments (BOI), Clark Development Corporation (CDC), Philippine Economic Zone Authority (PEZA), and Subic Bay Metropolitan Authority (SBMA) reached PhP 19.0 billion, expanding by 82.9 percent from its year ago level of PhP 10.4 billion.  Majority or 98.7 percent of the investments committed during the quarter came from PEZA and BOI while CDC and SBMA contributed a minimal share of 0.9 percent and 0.4 percent, respectively  (Table A below and Part II – Table 1a).  

Among the four IPAs, BOI which shared 48.0 percent of total FDI posted the highest increase in FDI applications from last year’s PhP 0.1 billion to PhP 9.1 billion, followed by PEZA which registered an increase of 19.2 percent.  PEZA approved 50.7 percent or PhP 9.6 billion worth of investment pledges. 

CDC and SBMA suffered setbacks as investment commitments coursed through them posted  double-digit declines of 89.9 percent and 80.6 percent, respectively.

Table A

Total Approved FDI by Investment Promotion Agency (in billion pesos)

Third Quarter, 2009 and 2010
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Source:  BOI, CDC, PEZA, SBMA

A.1.2  January to September 2010

Approved FDI during the first nine months of 2010 totaled PhP 79.4 billion, more than twice the PhP 34.3 billion approved in the same period in 2009.  All of the country’s four major IPAs registered remarkable increases in FDI applications with CDC posting the highest increase from last year’s PhP 4.2 billion to PhP 24.2 billion.  BOI came in close with investment pledges expanding from PhP 2.7 billion to PhP 12.6 billion (Part II – Table 1b).  

Among the four IPAs, PEZA received the highest value of FDI applications comprising 47.1 percent or PhP 37.4 billion worth of investment pledges, followed by CDC at 30.5 percent.  BOI shared 15.8 percent while SBMA contributed 6.6 percent or PhP 5.2 billion. 

A.2   Top performing countries 

A.2.1   Third Quarter 2010

Top prospective investing countries for the third quarter of 2010 include Japan, the Netherlands, and Switzerland.  Japan topped the list committing 33.2 percent of the total FDI applications for the quarter or PhP 6.3 billion.  The amount is 49.0 percent higher than the PhP 4.2 billion it pledged in the same period last year  (Figure 2a below and Part II - Table 2a).  Majority of Japan’s commitments are intended to fund projects in manufacturing, a great portion of which would be in manufacture of electronic products.

Following closely at second and third posts are the Netherlands and Switzerland with pledges valued at PhP 5.6 billion and PhP 4.4 billion accounting for 29.4 percent and 22.9 percent, respectively.  Most of the investment pledges of the Netherlands would be in the electricity, gas and water while those of Switzerland would go to manufacturing.

Figure 2a

Total Approved FDI by Country of Investor

Third Quarter 2010
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Source:  BOI, CDC, PEZA, SBMA

A.2.2   January to September 2010

Summing up all FDI commitments for the first nine months of 2010, Korea, Japan, and the Netherlands lead all other countries.   The hefty investments of PhP 24.5 billion pledged by Korea placed it at number one, with a share of 30.9 percent.  Japan followed closely with 21.6 percent share or PhP 17.1 billion worth of pledges.  At far third is the Netherlands contributing PhP 7.0 billion representing 8.8 percent of the FDI approved for the period.  All three countries registered significant increases in investment intentions compared to their year ago pledges (Figure 2b below and Part II – Table 2b).   

Figure 2b

Total Approved FDI by Country of Investor
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A.3   Top performing industries 

A.3.1   Third Quarter 2010

Manufacturing remained as top recipient of FDI commitments, and bested all other industries as it stands to receive PhP 12.0 billion, accounting for more than half or 63.4 percent of the total approved FDI for the quarter.  Electricity, gas and water came in second contributing 24.2 percent or PhP 4.6 billion. The rest of the investment pledges were shared by finance and real estate, accounting for 8.3 percent or PhP 1.6 billion; private services at 3.8 percent or PhP 0.7 billion.  Construction; trade; and transportation, communication and storage had a minimal share of 0.1 percent each to total approved FDIs (Table B below and Part II – Table 3a).

Increased investment pledges were recorded in all industries mentioned above except finance and real estate, and trade which posted double digit declines.

Table B

Total Approved FDI by Industry (in billion pesos)

Third Quarter, 2009 and 2010
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A.3.2   January to September 2010

The large amount of investment commitments poured into the manufacturing industry in all three quarters of 2010 has placed manufacturing to the top post, receiving the highest pledges worth PhP 59.0 billion or 74.4 percent of total FDI during the period January to September 2010.  Trailing far behind is electricity, gas and water with investment pledges valued at PhP 8.4 billion, contributing 10.6 percent, followed by private services at PhP 6.2 billion representing 7.8 percent of the total approved foreign investments (Part II – Table 3b).

A.4   Projected employment from approved FDI

A.4.1   Third Quarter 2010

FDI projects approved in the third quarter of 2010 are expected to generate a total of 21,154 jobs, expanding by 49.0 percent from last year’s projected employment of 14,198 jobs (Part II – Table 4a).

PEZA registered the highest projected employment at 18,666 jobs, accounting for 88.2 percent of the total for the quarter.  BOI-, CDC- and SBMA- approved projects are expected to generate 2,124, 266 and 98 jobs representing 10.0 percent, 1.3 percent and 0.5 percent, respectively, of the total for the period.

All IPAs except SBMA recorded increases in projected employment from FDI projects approved during the quarter.

A.4.2   January to September 2010

A total of 68,809 jobs are expected to be generated from the FDI projects approved in January to September 2010, up by 9.6 percent from last year’s projected employment of 62,800 jobs (Part II – Table 4b).

For all three quarters of 2010, PEZA consistently topped the IPAs in terms of projected employment from FDI projects, accounting for 82.5 percent or 56,773 new jobs.  The number is 7.6 percent higher than last year’s 52,893 jobs.

BOI-, CDC- and SBMA-approved projects trailed far behind contributing 9.5 percent or 6,569 jobs, 6.1 percent or  4,170 jobs, and 1.9 percent or  1,297 jobs, respectively.  

B. Approved investments of foreign and Filipino nationals

B.1
Total approved investments of foreign and Filipino nationals 

B.1.1
Third Quarter 2010

The combined investment pledges of foreign and Filipino nationals reached PhP 55.8 billion in the third quarter of 2010, almost twice the PhP 30.7 billion committed in the same period in 2009  (Figure 4a below and Part II – Table 5a).  

Of the PhP 55.8 billion worth of investment pledges, about two thirds or PhP 36.8 billion would come from Filipino nationals. Prospective ventures from Filipino nationals increased by 81.3 percent from the year ago level of PhP 20.3 billion (Figure 3a below and Part II – Table 6a).

The bulk or 64.4 percent of investment commitments made by foreign and Filipino nationals, amounting to PhP 35.9 billion were coursed through BOI.   PEZA shared 34.6 percent or PhP 19.3 billion while CDC and SBMA put in a combined share of 1.0 percent or PhP 0.5 billion.  

With the exception of BOI which posted a 643.3 percent increase, all IPAs experienced double-digit declines in investment pledges made by foreign and Filipino nationals during the quarter. 

Figure 3a

Total Approved Investments of Foreign and Filipino Nationals

Third Quarter, 2009 and 2010
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Projected Employment on Approved Investments, by Industry

Third Quarter, 2009 and 2010
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B.1.2
January to September 2010

Investment commitments from both foreign and Filipino nationals increased to PhP 320.2 billion during the first nine months of 2010 from PhP 117.5 billion. The bulk or 75.2 percent of investments approved during the period came from Filipino investors with PhP 240.8 billion worth of pledges (Part II – Table 6b).    

Prospective ventures from foreign and Filipino investors coursed through all major IPAs registered significant increases with CDC topping the list, which expanded by 400.3 percent from PhP 4.9 billion to PhP 24.4 billion.  BOI followed closely at 348.6 percent increase from PhP 45.9 billion to PhP 205.9 billion. 

In terms of share, BOI occupied the top post, contributing 64.3 percent, followed by PEZA, cutting in 25.2 percent or PhP 80.6 billion.  CDC and SBMA recorded a combined share of 10.5 percent or PhP 33.7 billion of the total investments approved during the nine-month period.

B.2
Total approved investments of foreign and Filipino nationals by industry 

B.2.1 
Third Quarter 2010

Investment pledges of foreign and Filipino nationals committed during the quarter are intended to fund projects in manufacturing which received 36.0 percent of the pie, or PhP 20.1 billion.  Of this amount, 40.3 percent or PhP 8.1 billion would come from Filipino investors.

Electricity, gas and water stands to receive 30.0 percent or PhP 16.8 billion, mostly in power generation.   Finance and real estate, and  transportation, storage and communication would get a share of 16.2 percent or PhP 9.0 billion, and 14.8 percent or PhP 8.3 billion, respectively (Figure 4a below and Part II – Table 7a).  
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B.2.2 January to September 2010

Of the PhP 320.2 billion worth of investment pledges of both foreign and Filipino nationals in January to September 2010, more than half (53.2 percent) or PhP 170.5 billion are intended to fund projects in electricity, gas and water.  Manufacturing garnered 21.9 percent share or PhP 70.2 billion, and finance and real estate at 13.1 percent or PhP 41.8 billion. The three industries have been consistent recipients of investment commitments from both foreign and Filipino investors. Potential Investments in manufacturing as well as in electricity, gas and water increased significantly compared to finance and real estate which dropped to PhP 41.8 billion from PhP 52.7 billion (Part II – Table 7b). 

B.3.
Projected employment from approved investments of foreign and Filipino nationals

B.3.1 
Third Quarter 2010

Projects from foreign and Filipino investors approved in the third quarter of 2010 are expected to generate 26,857 new jobs, 36.8 percent higher than the 19,638 potential jobs in 2009.  Projects registered through PEZA posted the highest projected employment at 19,392 new jobs, and contributed 72.2 percent of the total projected employment for the period.  BOI would share 25.7 percent or 6,889 jobs of the total potential jobs while the rest would come from CDC and SBMA-approved projects   (Part II – Table 8a).

All IPAs except SBMA registered increases in the number of potential jobs expected from foreign and Filipino ventures.

B.3.2
 January to September 2010

For the period January to September 2010, a total of 96,473 jobs is expected to be generated from investments of foreign and Filipino nationals.  All IPAs registered increases in the number of potential jobs with CDC posting the highest growth of 147.8 percent, from 1,744 jobs to 4,321 jobs (Part II – Table 8b).    

Majority or 65.8 percent would come from investment projects coursed through PEZA, followed by BOI at 21.8 percent or 21,001 jobs, SBMA at 7.9 percent or  7,632 jobs, and CDC, 4.5 percent or  4,321 jobs. 

B.4.
Projected employment from approved investments of foreign and Filipino nationals by industry 

B.4.1
Third Quarter 2010

Of the 26,857 potential jobs expected from total approved investments of foreign and Filipino nationals during the quarter, almost half or 48.4 percent would come from manufacturing.  Finance and real estate, and private services would supply 33.1 percent or 8,882 jobs and 11.2 percent or 2,996 jobs, respectively.  Agriculture; construction; electricity, gas and water; mining and quarrying; trade; and transportation, storage and communication are seen to provide a total of 1,986 jobs or a combined share of 7.4 percent of the total projected employment in the third quarter of 2010 (Table C below).
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Table D

Projected Employment on Approved Investments, by Industry

January to September, 2009 and 2010


Source:  BOI, CDC, PEZA, SBMA

B.4.2
January to September 2010

Out of the 96,473 jobs expected to be generated from prospective projects of foreign and Filipino investors registered in the first three quarters of 2010, manufacturing; finance and real estate; and private services are foreseen to get the lion’s shares of labor at 43.3 percent, 27.0 percent and 24.6 percent, respectively  (Table D below).  The rest of the potential jobs totaling 4,909 will be shared by agriculture; construction; electricity, gas and water; mining and quarrying; trade; and transportation, storage and communication. 
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C. Approved investments in the Information and Communications Technology (ICT) Industry

C.1    Total approved investments in ICT of foreign and Filipino nationals 

C.1.1
 Third Quarter 2010

Investment pledges in ICT made by foreign and Filipino nationals during the quarter amounted to PhP 4.7 billion, higher by 70.2 percent than last year’s PhP 2.8 billion. Foreign investors continue to dominate investments in ICT, contributing 90.9 percent of the total ICT projects.  Foreign investments in ICT increased by 89.9 percent from PhP 2.3 billion to PhP 4.3 billion compared to Filipino investments which fell by 16.6 percent from PhP 0.5 billion to PhP 0.4 billion (Table E below and Part II – Table 9a).
With its 123 IT Parks and Centers located throughout the country, PEZA remained the top recipient of investment commitments in ICT by foreign and Filipino nationals, getting almost all (98.2 percent) or PhP 4.3 billion of the ICT projects.  A large chunk of investments coursed through PEZA came from foreign investors.

Table E

Approved Investments in ICT of Foreign and Filipino Nationals

Third Quarter 2009 and 2010

(in billion pesos)
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C.1.2. January to September 2010

With the impressive performance in the first quarter of 2010, committed investments in the ICT industry perked up in the first nine months of the year expanding to PhP 33.7 billion, almost three times the PhP 11.8 billion committed in 2009.  The increase was driven by the significant expansion in proposals in ICT from foreign nationals coursed through CDC and PEZA which accounted for 70.1 percent and 29.8 percent, respectively, of total foreign investments in ICT during the first three quarters of the year (Part II - Table 9b).  

C.2
Total approved investments in ICT of foreign and Filipino nationals by ICT sub-industry 

C.2.1
Third Quarter 2010

IT manufacturing and IT services remained as the main recipients of investment intentions in ICT of foreign and Filipino nationals.  IT manufacturing stands to receive 59.0 percent or PhP 2.8 billion, while IT services, majority of which are in business processes, would get 40.8 percent or PhP 1.9 billion of the total ICT projects.  Sub-industries such as telecommunications barely managed to acquire investments with only PhP 12.5 million pledges (Part II – Table 11a).

C.2.2
January to September 2010

The hefty sum of investments in IT manufacturing, particularly the manufacturing of IT devices committed by foreign investors in the first three quarters of 2010 has placed IT manufacturing to the number one slot in terms of share to total ICT investments, cutting in 80.2 percent of the pie.  IT services came in next with 19.6 percent share, and telecommunications at 0.2 percent.   While investment pledges in IT manufacturing expanded tremendously during the period, IT services performed otherwise with investments dropping to PhP 6.6 billion from PhP 11.8 billion (Part II – Table 11b).

C.3
Projected employment from approved investments in ICT of foreign and Filipino nationals by ICT sub-industry

C.3.1
Third Quarter 2010

ICT investments of foreign and Filipino nationals approved during the third quarter of 2010 are anticipated to create 12,700 new jobs, 54.1 percent higher than the 8,242  expected employment in Q3 2009.  About two thirds of these would be in IT services, and one third would be in IT manufacturing.  Telecommunications shared a minimal 0.1 percent (Table F below and Part II – Tables 12).

A total of 8,322  new jobs are expected to come from IT services, 1.2 percent higher than the 8,223 jobs expected in the same period last year. IT manufacturing is seen to provide 4,365 jobs. 
Projected employment from ICT industry accounted for 47.3 percent of total jobs expected from the investment projects of foreign and Filipino nationals (Part II – Tables 8 & 12).

Table F

Projected Employment from Approved Investments in ICT 

by Foreign and Filipino Nationals

Third Quarter 2009 and 2010
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C.3.2
January to September 2010

Projected employment from ICT projects of foreign and Filipino investors in the first nine months of 2010 totaled 37,696 jobs, 6.9 percent lower than the 40,502 jobs expected in the same period last year.  IT services is expected to absorb 28,254  jobs or 75.0  percent of the expected employment while 9,366   jobs would be in IT manufacturing (Part II – Table 12b).    

D. Foreign direct investments in the Balance of Payments

D.1   Total BOP FDI in US Dollars and Philippine Pesos

D.1.1   July to August 2010

FDI net inflows in the Balance of Payments (BOP) as compiled by the Bangko Sentral ng Pilipinas (BSP) for the months of July to August 2010 reached US$ 295.0 million, lower by 23.8 percent from previous year’s net inflow of US$ 387.0 million.  All FDI components except reinvested earnings posted net inflows during the July to August period.    Among the FDI components, other capital which consists mainly of inter company borrowing/lending between foreign direct investors and their subsidiaries/affiliates in the Philippines recorded the highest net inflow of US$ 195.0 million expanding more than six times the US$ 30.0 million net inflow recorded last year (Figure 5a below and Part II – Table 14a). 

During this period, net inflows of equity capital amounted to US$ 101.0 million with equity capital infusion coming mostly from the U.S.A. and Japan.  The major recipients of these inflows were the real estate, mining, and information and communication sectors.

In peso terms, FDI in the BOP for July to August 2010 recorded a net inflow of PhP 13.6 billion from PhP 18.6 billion in 2009, a decline of 27.2 percent (Part II – Table 13a).
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Source:  BSP

D.1.2. January to August 2009

As reported by the BSP, FDI for the first eight months of 2010 recorded a net inflow of US$ 1.0 billion, lower by 38.0 percent from last year’s US$ 1.7 billion.  Reinvested earnings surged to US$221 million in January-August 2010 from US$18 million in the same period a year ago, as investors opted to retain part of their earnings in local enterprises/corporations on the back of improvements seen in economic and corporate fundamentals.  Other capital account (consisting mainly of intercompany borrowing/lending between foreign direct investors and their subsidiaries/affiliates in the Philippines) turned around from net outflows of US$163.0 million to net inflows of US$599 million.  The increase in reinvested earnings and net capital was not enough to offset the reduction in net equity capital (Figure 5b below and Part II – Table 14b).

Most of the inflows were attributed to higher trade credits extended to Philippine-based subsidiaries/affiliates by their parent companies abroad.

In peso terms, FDI in the BOP for January to August 2010 recorded a net inflow of PhP 47.3 billion, down by 40.2 percent from PhP 79.0 billion in 2009 (Part II – Table 13b). 
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Annexes











� Approved FDI represent the amount of proposed contribution or share of foreigners to various projects in the country as approved and registered by the IPAs.  This consists of equity, loans and reinvested earnings. (See Annex A – Technical Notes)





� Refers to net FDI flows consisting of non-residents equity capital placements less non-residents equity capital withdrawals plus reinvested earnings plus net other capital (intercompany loans).


� BSP media release dated November 10, 2010





� Using monthly average buying and selling rates downloaded from BSP website
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