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Good morning. I hope you are enjoying your visit to our country.  Fortunately, a month has passed since the twin typhoons Ketsala/Ondoy and Parma/Pepeng wrought havoc on our nation.  Admittedly, the Philippines was hard hit -- we had massive flooding and landslides -- with the accompanying socio-economic costs.  But, credit the Filipino resiliency and the new found responsibility revolution, we are re-building, reconstructing, and examining what we need to do avoid a similar catastrophe in the future. With our “can-do” attitude and a lot of hard work we will be back on track and to normalcy in no time at all.
Remittances and the Philippine Economy
The leadership of President Gloria Macapagal-Arroyo, rightfully considers the migrant workers sector, our OFWs, as the modern-day Philippine heroes in view of their substantial contributions to the Philippine economy.

Their utmost importance was recognized particularly during and after the years of the 1997 Asian financial crisis, and the September 2008 sub-prime debacle, that affected not only the banking systems but more so the economies of the western world as well.  Admittedly, in our own world, migrant workers’ remittances, or the so-called net income factor from abroad, was responsible, and in fact continues to be a critical factor, in keeping the Philippine economy resilient during these times.  To put it succinctly, cash transfers from the nine million Filipinos abroad are equivalent to nearly 10 per cent of the country’s economic output.

In the early months of 2009, initial projections were that remittance figures would register a flat growth, compared to previous years, as a result of numerous lay-offs of Filipino migrant workers.  These lay-offs, of course, are a consequence of the negative effects of the 2008 financial crisis on the economies of various OFW deployment-countries.  Fortunately, to date, such projections continue to be proven wrong -- as annualizing the current growth in remittances over the past 8 months ending August show a growth rate of at least 3.6% over last year.
Remittances from our migrant workers continued to underpin the economy, remaining a stable source of foreign exchange for the country.  Remittance figure for the last 8 months ending August brought overall remittances to $11.3 billion, up 3.6% year-on-year.  Remittances in the first eight months came mostly from Filipinos based in the United States +  Canada, Middle East Countries, particularly Saudi Arabia + United Arab Emirates, Asian Countries particularly Japan + Malaysia, + Western European Countries, particularly, UK + Italy.

Such flows were supported by the sustained deployment of skilled Filipinos in various workplaces around the world, and by increased OFW access to financial services offered by banks and by remittance centers.  In the 80s and 90s, a significant amount of remittances were coursed through informal channels although this number has steadily diminished to maybe 4 percent or even lower.
While there had been layoffs in recession-stricken countries, remittances still rose because newly deployed Filipinos outnumbered those who had lost their jobs.  This phenomenon is a result from the strong deployment of Filipino workers overseas following employment agreements forged between the Philippines and host countries such as Qatar, Saudi Arabia, Canada, Australia, Japan, South Korea, and Taiwan.  Apart from these recruitment prospects, the Philippine government has also started crafting guidelines on the deployment of overseas Filipino workers to provide the manpower requirements, for example, for the massive American military base expansion in Guam starting next year.  Basically therefore, this continuing demand for Filipino manpower worldwide, combined with greater access by overseas Filipinos and their beneficiaries to expanded remittance transfer facilities, also helped sustain remittance flows. This also shows that our government is sensitive in ensuring that the right and appropriate jobs continue to be available to our migrant workers.
Given this trend, the Bangko Sentral ng Pilipinas has since revised its forecast to an average growth of 4 per cent, to more or less $17.1 billion from last year’s $16.4 billion, impliedly indicating that the global turmoil has had an insignificant bearing on the amount of money sent in by our migrant workers.  As latest data indicate, there should be continued expansion in the volume of remittances.
Remittances may even grow faster in the next two months of the year, as our migrant workers (who are mostly Christians) normally send in more money in time for the Christmas season.  With the global economy appearing to be on its way to recovery, remittances may even surge in the months ahead.  As recent developments point to improving global economic conditions, a more favorable outlook for remittances through end-2009 is anticipated.

While the devastating effects of the last two typhoons on the farm and infrastructure sectors may take its toll on economic growth, the prospects continue to remain bright buoyed by the strong overseas remittances.  In fact, we are just awaiting the official figures of the extent of remittances for Sept. and Oct. as we believe that incremental remittances were triggered by the events of the natural disaster that just occurred.
DBP’s Remittance Program
The Development Bank of the Philippines believes that remittances will continue to be a major growth driver of the Philippine economy over the next 7 years, at least.  We also recognize that the Philippine economy continues to be buoyed up by these receipts and from experiencing a recession during the second quarter of 2009 by OFW remittances, after registering a less than 1% but still a positive GDP growth rate during the first quarter.  The good news is the country reported even a higher growth rate during the second quarter, the complete opposite of many projections that the Philippines would follow in the path of other developed economies and, eventually, slide into recession.
Being a government financial institution, it is the primary responsibility of the Development Bank of the Philippines to provide financial services and assistance to the burgeoning number of overseas Filipino workers.  For the migrant workers’ sector, DBP’s mission is to provide investment, financial assistance, and remittance-related services to uplift the quality of life of our migrant workers and their dependents.  Like other banks that are into the remittance business, we endeavor to provide our services in a more efficient and convenient manner, at the least cost possible, to overseas Filipino workers.
Given the foregoing, and true to our DNA as a development financial institution, DBP continues to try and give a wholistic slew of products and services for the OFW sector.  In addition to the conventional products and services, for instance, DBP tries to assist prospective OFWs, even those still here in the country, by granting financial assistance for pre-departure expenses.  This is a major lifeline for prospective Filipino OFWs, many of whom go heavily into debt – selling and hocking properties -- just so they can expedite their overseas departure and repay the debts they and their families have incurred.

Our financial products and services likewise include -- 
· I-net Negosyo (Negosyo, meaning Business) program – to finance the setting-up of a mini internet station as a livelihood activity for OFW families.
· Livelihood loan & savings program – to finance working capital, acquisition of machineries/equipment, franchise fees, other project-related expenditures for small manufacturing, export, services, transportation, communications, IT, franchising, tourism, agri-business related projects among others
· DBP (OTOP) credit facility for OFWS – to finance entrepreneurial endeavors in the regions through the use of locally-available raw materials and inherent human resources.

· Linkages with major DBP Clients – for example, we negotiated with one of our shipping clients who is in the Ro-Ro business to dispose of their delivery equipments to OFW families (that, in turn, are financed by DBP) provided there is a transport service contract between the shipping company and the acquiring OFW families. Repayments are received directly from the shipping company so that DBP is assured of repayment.  
· Another example is that we are now negotiating with a major gasoline and petroleum products distribution company to finance “micro-gasoline stations” that they are establishing for DBP to finance OFW families who may want to own such micro stations.

There are other areas that we are currently looking at to ensure that OFW families are not totally dependent on remittances from abroad. It is obvious that DBP is looking at the re-integration needs of OFWs. The migrant worker, once abroad, is bound by a contract, which limits his or her stay abroad.  In addition, there is also the age factor to consider.  Given this reality, while still earning productively abroad, DBP is also there to try to convince him to save a portion of his remittances, and to invest in productive and livelihood activities so that he can have some business or livelihood to go home to, and to continue earning with the family, once at home for good. It is our primary tenet that DBP will provide our migrant workers’ livelihood opportunities that they can depend on. All these are what I mean when I say that DBP is trying to do its remittance business in a very integrated manner. 
Subsequently, we have likewise designed financial instruments, although not directly intended for OFWs, which will just the same entice them to invest a portion of their remittances.  These instruments can help provide a stable future for OFWs and their families. By engaging in their own livelihood activities, the family of the OFW is not only preparing the OFW returnee to have a business of his own when he returns home for good but at the same time contributing to the further development of the Philippine economy by creating additional jobs, giving the government revenues in the form of taxes and licenses, augmenting the country’s foreign exchange reserves in case the business is into exports, among others.  At the same time, these augment the country’s savings.  
Although coming in the remittance business relatively late, the integrated approach DBP has designed and developed for its remittance business hopefully will not only earn fees for the Bank but more importantly mobilize savings for the country, while concurrently, providing for the future of the OFW and his family by unlocking the entrepreneurial spirit of the OFW’s family at home whilst instilling in them the value of becoming financially-independent. Hopefully, this will provide him with the sought after livelihood that he can go home to, once he becomes a permanent returnee.  
This is DBP’s way of shifting the pursuit of its mandate via “financing development,” versus the development financing it was doing before.

Harnessing Remittances
Given the critical role of remittances in the Philippine economy today, development financial institutions can further encourage remittances through the formal banking system, instead of underground channels, by increasing customer satisfaction.  Fast, reliable, accessible, and cheaper remittance services by development financial institutions and their partner financial institutions such as rural and thrift banks, microfinance institutions, and other remittance organizations should be a major help.

Of course, it will always be worth it to diversify product offerings to OFWs.  Attractive and responsive product offerings that address the needs of OFWs and the recipients of remittances, for example savings, investments, bonds, and other financial instruments will keep customer loyalty and patronage.

Part of this program would entail increasing the financial literacy of OFWs and their recipients of remittances.  They should be provided with timely information on Bank products and services to expand their knowledge of and options for savings, investments and other financial opportunities not generally known to OFWs and recipients of remittances. 
DBP regularly participates in conducting financial literacy programs for OFWs, in close coordination with the Department of Labor and Employment.  This year alone, the Bank participated in pre-departure orientation seminars, and was able to reach out to more than 10,000 departing OFWs.

The Bank also participates in post-arrival orientation seminars abroad, particularly in Hong Kong and the United Arab Emirates, together with other sectors and banks, and discussing actual, realistic and country-specific challenges OFWs face in their respective host countries.  OFWs are likewise briefed on the value of savings and investment, but more importantly, on the advantages of sending remittances through formal remittance channels.
It is certainly also worthwhile to increase OFW access to credit and other financial products and services.  Financial institutions can take a look at developing more loan products to increase investments in productive assets --   increased spending in education, health, housing, and livelihood -- with multiplier effects on households and local economies.  This means supporting remittance-funded micro/small entrepreneurs via loan products for value-adding activities or in strategic economic sectors (e.g., transportation in rural areas, food production, others).

Coupled with this is the provision of technical assistance or advisory services on opportunities for investments, business development services for existing businesses, and by making available information and similar productive resources to support the business ventures of OFWs and their families.  We want to do away with the traditional practice of beneficiaries spending everything their OFW family member remits on consumable goods.  Hopefully, they will learn to channel their savings on productive livelihood activities.
However, our relationship with the OFWs goes beyond the remittance business. We’d like to call it “banking with a conscience.”  Last June, together with the Department of Labor & Employment, San Miguel Corporation, and the Bank of the Philippine Islands, we repatriated some 150 Filipino workers who were stranded in the Middle East.  They were mostly domestic helpers who ran away after being maltreated by their employers.  We also facilitated the release of a Filipino volunteer who was sentenced to 6 months imprisonment for allegedly harboring Filipino runaways.
Before I end, let me just express how we see the picture completing itself. In our case, we would want to look at the migrant workers’ segment with a little bit of pessimism or somewhat through a rose colored lens. It is our basic thesis that the phenomenon of migrant workers’ remittances as a major financial linchpin to the economy will probably start to diminish or, at best, plateau in the next 12 years or so. 
I certainly believe that looking at today’s statistics showing the following  --  Americas (3.7 m.), Middle East (2.2 m.), East and South Asia (1.2 m.), Europe (1.0 m.), Oceania (0.4 m.), sea-based (0.3 m.), etc.  -- that somehow the Filipino and their dependents (who today are the beneficiaries or recipients of remittances) will be integrated in the domestic society of some of these major continents. Today, a Fil-Am, a Fil-Italian, a Fil-German, a Fil-Brit, a Fil-Australian, Fil-Japanese, etc. are viewed as an ordinary consequence.  
Based on our situational analysis, and the subsisting presiding emotions of our migrant workers’ force, we see that in the future, the migrant workers force will probably be concentrated mainly in the Middle East and some Asian countries, or those countries whose immigration laws are very stringent.  We also see that sea-based workers will continue to grow and will be a stronger factor in the future.  

What happens then is an issue that our country has to address on a very focused, deliberate and sacrosanct manner. We must remove our short-term blinders and not be hubristic that remittances will continue to be the country’s continuing saving strength forever.  And with that, ladies and gentlemen, as a major development financial institution, we are in a constant quest for long-term solutions so that our migrant workers can eventually come home where they truly and properly belong.
Thank you.
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