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CURRENCY EQUIVALENTS 
(as of 2 October 2017) 

Currency unit – peso (P) 
P1.00 = $0.01965 
$1.00 = P50.89 

 

ABBREVIATIONS 
 

 ADB – Asian Development Bank 
 BTr – Bureau of the Treasury 
 EICMR – Encouraging Investment through Capital Market Reforms 

Program 
 GDP – gross domestic product 
 P3F – post-program partnership framework 
 SEC – Securities and Exchange Commission 
 TA – technical assistance 
    

GLOSSARY 
 

 self-
regulatory 
organization 

– An organization that exercises some degree of regulatory 
authority over an industry or profession in place of 
government regulation, or applied in addition to government 
regulation. The ability of a self-regulatory organization to 
exercise regulatory authority does not necessarily derive from 
a grant of authority from the government (Wikipedia). 

    

 yield curve – A line that plots the interest rates, at a set point in time, of 
bonds with equal credit quality but differing maturity dates. 
The most frequently reported yield curve compares the 3-
month, 2-year, 5-year, and 30-year United States Treasury 
debt. This yield curve is used as a benchmark for pricing all 
other debts in the market, such as mortgage rates or bank 
lending rates. The curve is also used to predict changes in 
economic output and growth. 
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THE PROPOSED PROGRAM 

 
1. The Government of the Philippines asked the Asian Development Bank (ADB) to provide 
transaction technical assistance (TA) to support the implementation of reforms under the post-
program partnership program of the Encouraging Investment through Capital Market Reforms 
Program (EICMR). The TA will provide support to develop a new focused blueprint to develop a 
well-functioning domestic currency bond market and complete key technical reforms begun under 
the EICMR. ADB fielded a fact-finding mission on 10 April 2017; consulted the Bureau of the 
Treasury (BTr), the Securities and Exchange Commission (SEC), and the Bangko Sentral ng 
Pilipinas; and confirmed the scope, implementation arrangements, financing, and terms of 
reference for consultants.1  
 

I. THE TECHNICAL ASSISTANCE 

A. Justification 

2. The Philippine Development Plan (PDP) 2017–2022 continues the government’s 
emphasis on inclusive growth.2 The plan includes a strategic target to reach upper-middle-income 
status by 2022 with annual gross domestic product (GDP) growth at 7%–8% per year, in real 
terms. The government has also targeted reducing the national poverty rate from 21.6% in 2015 
to 14.0% by 2022. To accomplish these goals, the government has again placed primary 
emphasis on investment and infrastructure. Under the new PDP, a diversified funding mix will be 
utilized, with higher levels of government financing expected to complement and leverage official 
development assistance and private capital. Public spending on infrastructure is forecast to 
represent 5.3% of GDP in 2017, and rise to 7.4% of GDP by 2022.3 
 
3. However, the limited capacity of the domestic financial market may be unable to absorb 
the additional financing requirements. The government bond market itself is underdeveloped. Any 
significant increase in borrowing may raise costs or crowd out much needed social expenditure. 
The corporate bond market is small and likewise underdeveloped. The contractual savings sector, 
typically an engine of demand for long-duration investments, remains small. Incentives to foster 
demand for long duration investments have not been provided and there is an acute lack of supply. 
In addition, the financial sector is inadequately diversified. Foreign capital and expertise is needed 
to accelerate knowledge transfer, such as project finance, and to provide alternative and even 
opposing market views. The lapse of an exemption to the banking sector’s single-borrower limit 
for infrastructure has intensified interest in the capital market; however, more needs to be done 
to ensure that intermediation is sufficient to absorb higher levels of both long-tenor government 
debt and private sector debt capital to support the government’s infrastructure initiatives.  

 
4. The money and government bond markets are the fundamental foundation on which wider 
capital market development is built. However, recent progress notwithstanding, the market 
remains fragmented and liquidity is insufficient to build a risk-free yield curve. Notable and 
appropriate reforms are underway. Under the EICMR, a primary dealer system will be created to 
encourage significant and sustained participation in the government’s primary auctions. 
Secondary market trading will be encouraged by concentrating issuance in identified benchmarks 

                                                
1 The TA first appeared in the business opportunities section of ADB’s website on 30 May 2017.  
2 Government of the Philippines, National Economic and Development Authority. 2017. Philippine Development Plan, 

2017–2022. Manila. http://www.neda.gov.ph/2017/07/26/philippine-development-plan-2017-2022/. 
3 The national budget devoted to infrastructure expenditure is expected to increase from 3.5% to 5.7% of GDP over 

the same period. 
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and by efforts to defragment the market. Increased levels of trading, which is crucial to increasing 
liquidity, will be encouraged by the entry of foreign financial institutions, the relaxation of 
prohibitions against speculation, and the introduction of a standardized repurchase market based 
on the international standard Global Master Repurchase Agreement. Moreover, financial 
infrastructure is being upgraded, which has the potential to completely revamp the market’s 
structure and how counterparties complete trades.  

 
5. At the same time, these reforms have given rise to a series of technically challenging and 
difficult decisions. Developing a domestic capital market is complex and requires a consistent 
effort over a medium- to long-term horizon. Success depends on several interrelated factors, 
including (i) sound macroeconomic policies (a market-based monetary framework) and debt 
management strategies; (ii) a diversified investor base; (iii) a sound legal framework; and  
(iv) modern, reliable, and efficient infrastructure. 4  As the government implements its reform 
agenda, it must be decided whether to follow an over-the-counter or an exchange traded model, 
and the appropriate method of supervision must be chosen. For example, the government can 
assume primary responsibility for market conduct or delegate this to a self-regulatory organization. 
Primary dealer mechanisms typically utilize a system of responsibilities and privileges, although 
there is wide variety in the balance between the two. The market will also likely move away from 
the singular reliance on the Philippine and Dealing and Exchange Corporation. Thus, questions 
have arisen regarding how clearing and settlement will interface with new trade matching and 
reporting engines and transition arrangements during the launch of the BTr’s new scripless 
registry.  
 
6. To ensure that development efforts continue, the government and ADB have entered a 
post-program partnership framework (P3F) as part of the EICMR. However, the government faces 
several key challenges. Given the sequential nature of capital market development, coordination 
and planning is critical. Unfortunately, efforts to develop the Philippine capital markets have 
historically been undermined in part by insufficient comprehensive planning and direction, and by 
a lack of consensus. When the SEC drew up the capital market development blueprint for 2005–
2010, the private sector contributed little to the plan, which turned out to be overly prescriptive 
and product oriented. Only about 60% of its initiatives were completed. A second capital market 
development blueprint covering 2011–2016 was drafted, again by the SEC, and its content was 
broader and touched on critical development constraints. Nevertheless, the development process 
was again centered in the SEC, implementation was left largely to the private sector, and it again 
became product-centric. To address cross-agency development constraints effectively—including 
taxation, a poorly developed primary and secondary market for government debt securities, the 
absence of a risk-free yield curve, and a lack of long-term savings—development efforts must be 
highly coordinated across the primary regulators. Moreover, the blueprint’s content should not be 
product-centric, but instead focused on providing an enabling environment within which the 
private sector can develop the capital market through ongoing fundraising and investment 
activities.  
 
7. In addition, many of the reforms completed under and initiated by the EICMR are 
technically complex and will require continuing support. The P3F provides a medium-term 
framework to address this issue but will require substantial government inputs, including 
implementation, supervision, and surveillance. For example, the government is installing a 
modern treasury management system and scripless registry. This registry will interface with the 
clearing and settlement system, potentially creating significant efficiencies, and will enable the 
completion of several ongoing enhancements currently supported by workarounds. The new 

                                                
4 International Monetary Framework. 2013. Local Currency Bond Markets, A Diagnostic Framework. Washington, DC. 
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single-price convention to facilitate trading between taxable and tax-exempt entities is one such 
reform that the new registry could effectively support.5 However, BTr staff are currently over-
stretched and lack the necessary technical skills to customize the registry and properly tune its 
interface with current systems. The government must also improve transparency and information 
exchange with market participants as the wholesale government bond market is opened to the 
competitive provision of trade matching and reporting. Finally, the government must determine 
how market conduct will be supervised across the primary and secondary markets, as well as in 
the money market. A thorough analysis of the costs and benefits of supervisory methods will be 
needed to support the government’s decision regarding the mix of responsibilities between the 
proposed self-regulatory organization structure and the government. Market conduct standards, 
and in particular, surveillance protocols and an escalating supervisory regime will be needed to 
ensure that new activities do not create financial stability concerns.  
 
B. Outputs and Activities  

8. The TA supports the full and continuing completion of reforms under the EICMR and will 
have the same impact and outcome. The TA will have two outputs that will ensure that capital 
market development efforts are comprehensive and coordinated across the government, and that 
initiatives critical to the success of development efforts are completed in a timely manner.  
 
9. Output 1: Coordinated market development achieved. This output will support the 
government’s efforts to continue developing the domestic bond market after the completion of the 
EICMR through the associated P3F. Specifically, the TA will provide support to complete and 
publish the Philippines’ first fully coordinated, government-issued, capital market development 
blueprint. In a departure from past efforts, this blueprint will focus on the government’s actions to 
provide an enabling environment for the private sector, and will not be product specific. 
International experts will be engaged to evaluate progress against the 2011–2016 capital market 
development blueprint and prepare the lessons learned. In addition, international experts will 
assess and evaluate progress achieved under the EICMR and then identify the next set of 
sequenced reforms necessary to complete the development of a short-term money market and a 
liquid government bond market with the intent of providing a solid development base for the 
corporate debt market. The experts will: (i) provide research, case studies and technical inputs;  
(ii) support stakeholder consensus building; and (iii) assist the government’s public outreach 
efforts. The final published blueprint covering 2017–2022 will provide an enabling environment 
for the private sector to develop complementary business plans.   
 
10. Output 2: Key market development reforms completed. This output will provide 
focused support to complete critical development reforms under the P3F. Specifically, the TA will 
provide expert assistance to customize the Montran scripless registry. The expert will develop 
data feeds and analytics to strengthen the BTr’s capacity to manage the debt portfolio, and will 
ensure seamless connectivity to the clearing and settlement system. The TA will also provide 
expert advice to support the efforts of the BTr and SEC to transition the wholesale government 
securities market to over-the-counter with competition among trading platforms. Complementary 
support will be provided to encourage the establishment of pricing conventions and benchmarks. 
To ensure an efficient, effective, and appropriate supervisory structure, the TA will also help the 
SEC develop market standards for the government bond market and the newly launched 
repurchase market. Furthermore, the TA will directly support the development, evaluation, and 

                                                
5 This initiative has been completed but has not yet been effectively implemented as the current registry cannot 

differentiate between tax-exempt and taxable holders of government securities. 
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approval of industry self-regulatory structures along with effective governmental oversight 
mechanisms.  
 
C. Cost and Financing 

11. The TA is estimated to cost $550,000, of which $500,000 will be financed on a grant basis 
by ADB’s Technical Assistance Special Fund (TASF-Others). The key expenditure items are listed 
in Appendix 1. The government will provide counterpart support in the form of counterpart staff, 
office supplies, assistance, and other in-kind contributions.  
 
D. Implementation Arrangements 

12. ADB will administer the TA, including preparation of the terms of reference, consultant 
recruitment and selection, and interim and final evaluation of consultant performance. ADB will 
engage the consultants in accordance with ADB Procurement Policy and Procurement 
Regulations for ADB Borrowers (2017). 

 
Table 1: Implementation Arrangements 

Aspects  Arrangements 

Indicative implementation period November 2017–November 2020  

Executing agency Department of Finance—Bureau of the Treasury 

Implementing agencies Department of Finance—Bureau of the Treasury 
Securities and Exchange Commission 

Consultants To be selected and engaged by ADB 

Quality- and cost-
based selection  

11 person-months $279,000 

Individual consultant 
selection 

9 person-months $194,000 

Disbursement The technical assistance resources will be disbursed following ADB's 
Technical Assistance Disbursement Handbook (2010, as amended from 
time to time). 

    Source: Asian Development Bank. 

 
13. Consulting services. The activities under the TA will be delivered by one consulting firm, 
three international individual consultants, and one national consultant. A total of  
11 person-months of consulting will be allocated to the consulting firm, which will be hired through 
quality- and cost-based selection. The contract package will be an output-based, lump-sum 
contract. For the firm, a total of 8 person-months of international consulting inputs will be allocated 
to three international consultants, and 3 person-months will be allocated to one national 
consultant. The balance of the TA will be allocated to individual consultants recruited using 
individual consultant selection. Five person-months will be allocated among three individual 
international consultants, and 4 person-months will be allocated to one individual national 
consultant. Individual consultant contracts will be input-based due to the consultative nature of 
the assignments.  
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COST ESTIMATES AND FINANCING PLAN 
($’000) 

Item Amount 

A. Asian Development Banka  
1. Consultants  

a. Remuneration and per diem  
i. International consultants 243.0 
ii. National consultants 54.0 

b. Out-of-pocket expenditures  
i. International and local travel 168.0 
ii. Reports and communications 4.0 

2. Training, seminars, and conferences  
a. Venue rental and related facilities 4.0 

3. Contingencies 27.0 
Total 500.0 

Note: The technical assistance is estimated to cost $550,000, of which contributions from the Asian Development Bank 
(ADB) are presented in the table above. The Government of the Philippines will provide counterpart support in the form 
of office space, counterpart staff time, and other in-kind contributions. The value of the government contribution is 
estimated to account for 10% of the total technical assistance cost. 
a Financed by ADB’s Technical Assistance Special Fund (TASF-Others).  
Source: ADB estimates. 
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