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I. HOUSING IN PHILIPPINE:
1. SOCIO-ECONOMIC SNAPSHOT:
1.1. POPULATION
:

1) The Philippines, officially known as the Republic of the Philippines, with a population of more than 92 million people, is the 7th most populated Asian country and the 12th most populated country in the world. An additional 12 million Filipinos live overseas. Multiple ethnicities and cultures are found throughout the islands. 
2) The first official census in the Philippines was carried out in 1877 which recorded a population of 5,567,685. The population increased from 1990 to 2008 with 28 million at a growth rate of 45%. As of 2011, the Philippines has become the world's 12th most populous nation, with a population of over 92 million. 
3) It is estimated that half of the population resides on the island of Luzon. The population growth rate between 1995 to 2000 of 3.21% decreased to an estimated 1.95% for the 2005 to 2010 period, but remains a contentious issue. The population's median age is 22.7 years with 60.9% aged from 15 to 64 years old. Life expectancy at birth is 71.94 years, 75.03 years for females and 68.99 years for males.

4) There are about 11 million Filipinos outside the Philippines. Since the liberalization of United States immigration laws in 1965, the number of people in the United States having Filipino ancestry has grown substantially totaling to an estimated 3.1 million in 2007. According to the United States Census Bureau, immigrants from the Philippines made up the second largest group after Mexico that sought family reunification. Some two million Filipinos work in the Middle East, with nearly a million in Saudi Arabia alone. 
1.2. PER CAPITA INCOME:

1) The Philippine gross national income (GNI) per capita is the dollar value of the its final income in a year, divided by its population, reflecting the average income of a citizens, at present is US$4,744.
2) Philippine is among the Newly Industrialized Countries. 
The term “Newly industrialized country” (NIC) is applied to countries whose economies have not yet reached “advanced” or “developed” status but have outpaced their developing counterparts. These are the countries, which include China, India, Brazil, Malaysia, Philippines and Thailand, are experiencing industrialization and rapid economic growth.
1.3. AFFORDABILITY:
1.3.1. AFFORDABLE HOUSING:

1) Affordable housing, the term used to describe dwelling units whose total housing costs for either rented or purchased unit, are deemed affordable to those that have a median household income." In Australia, the National Affordable Housing Summit Group developed their definition of affordable housing as housing which is "reasonably adequate in standard and location for lower or middle income households and does not cost so much that a household is unlikely to be able to meet other basic needs on a sustainable basis." In the United Kingdom affordable housing includes "social rented and intermediate housing, provided to specified eligible households whose needs are not met by the market." 
2) Mostly the affordable housing refers to a number of forms that exist along a continuum - from emergency shelters, to transitional housing, to non-market rental (also known as social or subsidized housing), to formal and informal rental, indigenous housing and ending with affordable home ownership.

3) Acknowledging the growing housing needs of the bottom-of-pyramid population in the Philippines, Avantage Ventures has conducted an analysis of the affordable housing landscape in the country.
4) Scattered across the three island groups of Luzon, Visayas and Mindanao, the country has a population of over 94m. The Filipino population growth rate is among the highest in the developing world. Throughout 1990s, the Filipino population has grown at 2.3% per annum, compared to that of 1.6% in Indonesia and 1.4% in Thailand.
5) The effect of high population growth on housing demand is profound. According to Medium-Term Philippine Development Plan (MTPDP) 2011 -2016, the housing need is estimated to reach about 5.8 million units in 2016, driven by the yearly-added new housing demand driven by population growth and the outstanding housing backlog resulted from previously unaddressed demands. The country’s unequal economic performance has further added to the housing problem. While Filipino families earned an average yearly income of $4,791 in 2009, the bottom 30% families have had only an averaged yearly earning of $1,442. The size of this group of households has grown from 3.67 million in 2006 to 3.86 million in 2009, creating extra demands for housing from a segment of population with the Philippines Affordable Housing particularly constrained purchase power. In addition, housing expenses already accounts for 9.4% of the bottom 30% families’ total expenses, constituting the largest non-food expense for them. That ratio has even reached 12.8% for overall Filipino households. As a result of the lack of housing provision and limited household affordability, it is estimated that more than a third of urban populations are slum dwellers.. In Metro Manila alone there were about 581,059 informal settlers (Housing & Urban Development Coordinating Council in 2010). Built without proper regulation and monitoring on safety and hygiene, these communities are vulnerable to fire hazards and public health threats as well as suffered from limited access to public services.
1.3.2. UNFULFILLED ROLE OF GOVERNMENT:
1) The Government has a significant role in facilitating, if not spurring, innovative and affordable housing strategies in view of resolving this housing deficit across the country. However, in the last four decades, the Government has failed to address the housing needs of the masses. As a matter of fact, the government has allocated less than 1% of the total government expenditures for housing, making the public spending on housing of the Philippines one of the lowest in Asia (Habito, 2009). 

2) The Philippines Government has pledged to pick up this issue of affordable housing. The current plan targets at providing some 1.47 million housing units between 2011-2016. The outlook remains less than optimistic given that the Philippines Government has had a mixed record on reaching housing target. For example, during the period of 2001-2004, the government was able to provide only 827,437 housing units, or 69 percent, of the target 1.2 million units. Even if the Government is able to deliver its promise, this is only 23 percent of the total housing backlog of 3.6 million for the same period.

1.3.3. CONCLUSION:
In view of the tremendous demand for affordable housing and the limitation of the Government, new approaches beyond the traditional public-sector efforts must be devised so as to mobilize broader societal resources to tackle the housing issue which is bound to be exacerbated in the future by the continuing rural-urban migration. 
2. MEASURES OF AFFORDABILITY
:
2.1. INOME/ REPAYMENT/ COST OF HOUSING:

1) "A common measure of community-wide affordability is the number of homes that a household with a certain percentage of median income can afford. For example, in a perfectly balanced housing market, the median household (and the half of the households which are wealthier) could officially afford the median housing option, while those poorer than the median home could not afford the median home. 50% affordability for the median home indicates a balanced market."

2) A community might track the percentage of its housing that is affordable to households earning 60% of median income.

2.1.1. HOUSING EXPENDITURE TO INCOME RATIO TOOL:
Determining housing affordability is complex and the commonly used housing-expenditure-to-income ratio tool has been challenged. Canada, for example, switched to a 25% rule from a 20% rule in the 1950s. In the 1980s this was replaced by a 30% rule. (Bacher, 1993; Hulchanski, 1994b)

2.1.2. HOUSING AFFORDABILITY INDEX (HAI):
One of its greatest strengths of the HAI developed by MIT is its ability to capture the Total Cost of Ownership of individuals’ housing choices. In computing the index the obvious cost of rents and mortgage payments are modified by the hidden costs of those choices.

2.1.3. HOUSEHOLD INCOME AND WEALTH:
1) Income is the primary factor— not price and availability, that determines housing affordability. In a market economy the distribution of income is the key determinant of the quantity and quality of housing obtained. Therefore in order to understand challenges of making housing affordable, it is essential to understand trends and disparities in income and wealth. Housing is often the single biggest expenditure of low and middle income families. For low and middle income families, their house is also the greatest source of wealth.

2) The most common approach to measure the affordability of housing has been to consider the percentage of income that a household spends on housing expenditures.

3) Another method of studying affordability looks at the regular hourly wage of full-time workers who are paid only the minimum wage (as set by their local, regional, or national government). The hope is that a full-time worker will be able to afford at least a small apartment in the area that he or she works in.

4) Other countries look at those living in relative poverty, which is usually defined as making less than 60% of the median household income. In their policy reports, they consider the presence or absence of housing for people making 60% of the median income.
2.2. DEFINITION OF LOW-INCOME HOUSING
:
Housing for low-income families is a widely discussed topic. Many government programs have been instituted in past decades to help low-income families afford housing. In USA, the U.S. Department of Housing and Urban Development is the primary agency responsible for assisting low-income families, with the Section 8 housing voucher program seen as the most successful program for housing assistance.

2.2.1. THE FACTS:
Low-income housing is aimed at individuals without enough income to provide adequate housing for themselves and/or their families. These families are usually unable to purchase a home because they fail to qualify for a mortgage. Most families choose to rent based on their income and family situation; unfortunately, there may not be enough rental housing or enough good-quality rental housing for low-income families.

3. HOUSING FINANCE INSTITUTIONAL FRAMEWORK 
:
a. Following agencies comprise the institutional framework of the Philippine housing sector:

1) Housing and Urban Development Coordinating Council;

2) National Housing Authority’

3) National Home Mortgage Finance Corporation;

4) Home Guarantee Corporation;

5) Home Development Mutual Fund;’

6) Housing and Land Use Regula; and
7) Social Housing Finance Corporation.

b. The Housing and Urban  Development Coordinating Council is responsible for coordinating the activities of the different government housing agencies to ensure the accomplishment of the National Shelter Program. For its part, the National Housing Authority is mandated to provide housing assistance to the lowest 30 percent of urban income-earners through slum upgrading, squatter relocation, development of sites and services and construction of core housing units.

c. The National Home Mortgage Finance Corporation  is responsible for  operating a viable home mortgage market through the purchase of  mortgages originated by  both private and public institutions and developing a system that will attract private institutional funds into long term housing mortgages. The primary duty of the Social Housing Finance Corporation is to develop and operate a socialized housing finance programme that will address the needs of households belonging in  the  low-income sectors. 
d. Meanwhile, the Home  Development Mutual  Fund,  which is more commonly known as the Pag-IBIG Fund (Pagtutulungan sa Kinabukasan: Ikaw, Bangko, Industriya at Gobyerno – Cooperation for the Future: You, the Banks, Industries and the Government), was created to provide public and  private employees with  decent housing and address the difficulties of housing finance with the establishment of a system of voluntary contributions by government and private employees.

e. The Pag-IBIG Fund  is  administered  by two  agencies: i)  the  Government  Service Insurance System, which manages the funds of government workers ii) the Social Security System which handles the funds for private employees. The Home Guaranty Corporation guarantees the payment of any and all forms of mortgages, loans and other forms of credit facilities and receivables arising from financial contracts exclusively  for residential purposes and the necessary support facilities (provided that they have been issued Home Guaranty Corporation). Moreover, the Home Guaranty Corporation  assists private developers undertake socialized, low and medium-cost mass housing projects by encouraging private funds to  finance housing projects through a viable system of long-term mortgages, guarantees and other incentives.
f. The Housing and Land Use Regulatory Board regulate housing and land development plans and zoning ordinances of national, regional and  local governments.
3.1. HOUSING FINANCE BY COMMERCIAL BANKS:

3.1.1. COMMERCIAL BANKS IN PHILIPPINES
:
The Philippines has a comprehensive banking system encompassing various types of banks, from large universal banks to small rural banks and even non-banks. At present, there are, among others, seventeen universal banks, 23 commercial banks, 84 thrift banks, 711 rural banks, 44 credit unions and twelve non-banks with quasi-banking functions, all licensed with the Bangko Sentral ng Pilipinas. The list of the main commercial bank is as under:
1. Asia United Bank

2. Bank of Commerce

3. East West Bank

4. Export and Industry Bank

5. International Exchange Bank

6. Philippine Bank of Communications

7. Philippine Veterans Bank

8. Philtrust Bank
3.1.2. HOUSING FINANCE BY COMMERCIAL BANKS IN PHILIPPINES
:
a. Commercial banks are the largest group of institutions and have the  largest investment in housing finance. However, this activity is predominantly for construction and development lending. For example, of the total amount of housing loans granted by commercial banks in 1980, about 22% were mortgage loans to individuals, with the remainder for development or construction purposes. In other years the proportion of mortgage loans has been even lower. This is consistent with the portfolio approach of most banks, in that development or construction period loans are short term in nature and roll over rapidly, ensuring the bank's liquidity. This aspect is corroborated by the high ratio of loans granted to loans outstanding. In 1980, for example, this ratio was 1.05 for the commercial banks, indicating that the average maturity for a housing finance loan was less than one year.
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