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Treasury to raise local borrowings in early ‘04

By:  Ruby Anne M. Rubio

The Bureau of the Treasury announced yesterday it will increase the size of its local borrowing during the first quarter next year.

In a memorandum to government securities eligible dealers, National Treasurer Sergio G. Edeza said the sate will hike the volume of its bimonthly Treasury Bill (T-Bill) offering to P11 Billion higher that the current P9.5 Billion.

It will issue P54 Billion worth of long-term bonds with maturities of up to 10 years.

Also, the government will increase the size of its weekly Treasury Bond offering to P4.5 Billion from the current P3 Billion in between T-Bill auctions.

The government borrows from the local debt market, composed mostly of banks, through the sale of T-Bills and Treasury bonds (T-bonds).

T-bills are debt papers issued by the government to borrow funds from the local debt market on a regular basis.;  These debt papers mature in three months, six months and one year.  The rates fetched by T-bills are also used by banks as reference in setting loan rates.

Mr. Edeza also said the Treasury is cancelling the sale of P12.5 billion worth of government debt papers this month after successfully raised P31 billion worth of three-year retail T-bonds.

Retail bonds are issued in denominations of P5,000 as opposed to the minimum P50,000 required by banks for clients who buy long-term bonds.  The sale of retail bonds is part of the government’s strategy to develop local markets by giving small investors access to higher-yielding securities as well as to raise funds to finance its budgetary needs for 2004.

The government wants to seize the opportunity to borrow while it is still relatively cheap to sell bonds ahead of next year’s polls when the money market is expected to be more volatile.

Market participants polled by Business World expressed mixed reactions to the cancelled auction this month.

“It is possible they don’t need more funding for this year.  But, the question is for next year.  It would have been wiser if they did not stop with their schedule.  They are not finished with their pre-funding.  But it is relatively good showing for them,”  a commercial bank dealer said.

Roberto Juanchito T. Dispo, First Metro Investment Corp. Senior Vice-President, said the government was certain of raising a healthy volume from the issuance of retail bonds since the level of awareness among investors was already high.

“I guess the main question there is whether they need the funds or financially adequate at this point.  There is no point of running thorough the auctions if they already met their requirements this year.  The logical decision is to cancel those scheduled auction for the remainder of the year,”  Mr. Dispo said.

