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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
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Mitigation 
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Mitigation 
Macroeconomic risks 
The global economic crisis 
has brought subdued 
economic growth and 
financial instability to 
southeast Asia and the 
Philippines. Follow-on effects 
include subdued demand for 
credit and exposure to 
emerging markets. 

Medium–High The program does not directly 
address risks arising out of the 
global or local macroeconomy. 
The ADB team continues to 
monitor the economy on a 
regular basis and carry out 
dialogue with government on 
macroeconomic issues. The 
economic outlook has improved 
somewhat from 2007, with a 
modest recovery under way in 
the United States. Export 
volumes have rebounded and 
financial instability has 
subsided. The program 
contributes to sustaining the 
economy by strengthening 
regulatory oversight and serves 
to cushion the economy from 
adverse shocks through its 
provision of significant financial 
resources on favorable terms. 
 

Medium 

Political risks  
Government reform priorities 
may dissipate or change or 
political instability may 
increase and distract 
attention from reforms. 

Medium–High The program does not directly 
address risks arising out of 
diminished political will or 
instability.  Significant political 
disturbances during 2005 and 
2008/2009 delayed but did not 
deter reforms. The incoming 
government has advanced a 
reform agenda and enjoys a 
wide mandate from the 
electorate. Taking advantage of 
this mandate, the overall thrust 
of the program will be to 
strengthen the regulatory 
agencies immediately to insulate 
them from political interference. 
The program establishes fiscal 
autonomy for the SEC as a 
policy trigger; the fiscal 
autonomy of the Insurance 
Commission is covered by the 
P3F. In addition, the program 
has introduced BSP as a 
participant stakeholder, which, 
as part of the FSF, is expected 
to bring a strong commitment to 
reform.  

Medium 
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Legislative and regulatory 
risks 
Legislators may increase the 
level of friction within the 
markets through additional 
taxes and/or regulatory 
restrictions. A number of 
legislative and regulatory 
restrictions, such as 
premium-based taxes on 
insurance products and 
distribution restrictions on 
common investment 
schemes, restrict the 
development of capital 
markets. 
 

Medium The program addresses the 
risks arising out of legislative or 
regulatory issues indirectly by 
seeking to buttress regulatory 
cooperation and capacity.  
Under subprogram 2, the FSF 
was created to coordinate 
regulatory oversight and 
harmonize regulatory treatment 
across sectors. In addition, the 
FSF has a legislative 
coordination committee that can 
be used to influence and 
potentially harmonize legislation 
and tax issues across 
subsectors.  
 

Medium–
Low 

Debt management risk  
Rising deficits and 
inadequate debt 
management may constrain 
the government’s ability to 
fund the regulatory agencies 
adequately. The Philippines 
has incurred significant 
budget deficits in 2009 and 
2010. However, the overall 
fiscal position remains 
manageable, with total 
external debt representing a 
modest 33% of GDP.    
 

Medium The program addresses this risk 
by providing for the creation of a 
formal, centralized debt 
management office. TA has 
been provided to support the 
initial needs assessment of the 
newly established debt and risk 
and management division, to 
prepare a draft public debt 
management strategy for 2011, 
and to prepare a debt 
sustainability assessment for 
2010/11. 

Medium–
Low 

Capacity risks 
The absorptive capacity of 
regulators may be 
inadequate and/or may not 
be harmonized with proper 
sequencing 
 

High The program addresses this risk 
by providing TA to support the 
development of action plans for 
restructuring the SEC and the 
Insurance Commission. These 
plans will address the adoption 
of funding mechanisms, and 
reset job descriptions and pay to 
better reflect market conditions 
and the needs of the 
organizations.  In addition, 
capacity development TA has 
been proposed for 2011 to 
support implementation of the 
subprogram.  
 

Medium 

Overall Medium–High  Medium 
ADB = Asian Development Bank, BSP = Bangko Sentral ng Pilipinas, FSF = Financial Sector Forum, GDP = gross 
domestic product, P3F = post-program partnership framework, SEC = Securities and Exchange Commission, 
TA = technical assistance. 
Source: Asian Development Bank. 

 


