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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

National Risks    

1. Macroeconomic 
conditions deteriorate. 

L Macroeconomic risks are low. GDP growth 
moderated to 5.9% in 2015, but rose to 
6.8% in 2016 underpinned by broad-based 
domestic demand. However, GDP growth is 
expected to slow to 6.4% in 2017. 
Maintaining high growth rates over the 
medium-term will require sustaining and 
deepening structural reforms in key areas 
such as infrastructure and investment. In 
response, the Government of the 
Philippines has doubled outlays on 
infrastructure since 2006 to 5% of GDP in 
2016. Additional increases are expected to 
boost public expenditure on infrastructure to 
7.4% of GDP by 2022. The government has 
also acted to encourage investment by 
passing the Competition Law and amending 
the Cabotage Law. The proposed program 
supports investment, especially in 
infrastructure and capital-intensive projects, 
by enhancing the capacity of capital 
markets.  

All economic 
agencies 

2. PFM weakens. S PFM is exposed to several significant risks, 
including (i) the dispersion of 
responsibilities among oversight agencies; 
(ii) weak budget execution, including the 
excessive use of in-year budget 
reallocations; and (iii) a lack of 
transparency that makes it difficult for civil 
society to hold government accountable. 
However, these risks are being mitigated 
steadily over time. The 2016 PEFA noted 
improvements in transparency, policy-
based budgeting, and accounting and 
record keeping. The government has also 
strengthened the budget review process, 
reduced the number and size of special 
purpose funds, and institutionalized 
transparency as a pre-condition to 
accessing public funds. ADB is providing 
direct support to strengthen PFM through 
the Philippine Development Forum  
sub-working group on PFM.  
 

DBM, DOF 

3. Procurement is 
inefficient. 

L Procurement in the Philippines poses 
several challenges that require sequenced 
corrective actions over time to address. 
Restrictions on competition (nationality 
requirements for corporations, partnerships, 
and joint ventures), cumbersome 

DBM, DOF 
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  procurement requirements, frequent 
litigation, and the lack of an independent 
dispute resolution mechanism deter broad 
participation in procurement. Pending 
legislation (e.g., the PPP Act) will provide 
some relief, especially by curtailing 
nuisance litigation. Meanwhile, the DBM is 
integrating local procurement with the 
procedures and business standards for 
processing and releasing payments in the 
Philippine Government Financial Manual. 
The DBM has also implemented routine 
internal audit procedures using the new 
internal audit manuals developed with the 
support of ADB. The GPPB is currently 
reviewing the roles of the various 
enforcement bodies and will strengthen 
their capacity. The Civil Service 
Commission is implementing a career 
stream for public procurement personnel, 
and ADB will monitor the progress of 
dispute resolution cases.  

 

4. Corruption may affect 
implementation. 

S Past efforts to reduce and eliminate 
corruption have been constrained by 
political interference, inefficient coordination 
mechanisms, and a lack of enforcement 
capacity. To address these risks, the Good 
Governance and Anti-Corruption Cabinet 
Cluster of the Philippines implemented a 
comprehensive and results-based 
anticorruption action plan, drawing on a 
review of the National Anti-Corruption Plan 
of Action. Initiatives are being supported by 
various development partners (e.g., the 
United States Agency for International 
Development) to strengthen the capacity of 
the Office of the Ombudsman and the 
justice sector. ADB has supported and will 
continue to support the government as it 
works to ensure the fiscal autonomy of 
constitutional bodies, and supports the 
enhancement of legislative oversight over 
anticorruption bodies.  

All agencies 

Contextual Risks    

1. Global fiscal and 
regulatory actions 
undermine the 
development of the 
domestic capital market. 

M Global efforts to reduce systemic risks are 
also reducing liquidity in government bond 
markets worldwide. The most immediate 
effect is the withdrawal of global banks from 
local currency bond markets, as well as 
market making and price fixing. Changes in 
capital regimes are driving banks to a more 
universal adoption of international 
standards such as the Global Master 
Repurchase Agreement. To mitigate this 

BTr, BSP, 
Insurance 
Commission, 
SEC  



3 

 

Risk Description Rating Mitigation Measures Responsibility 

risk, the proposed program will support the 
government’s initiatives to upgrade 
systems, standardize processes, and 
incorporate capital market instruments that 
reflect international standards and 
expectations. These efforts should increase 
liquidity, reduce costs, and minimize 
associated capital charges.  

2. Continuity of capital 
market development is 
not maintained. 

M The capital market development blueprint 
ended in 2016. To mitigate this risk, the 
BTr, BSP, and SEC, with ADB support, 
have been conducting closed-door 
workshops to develop and publish the first 
government-centric capital market 
development blueprint to provide an 
enabling environment and direction to the 
private sector. 

BTr, BSP, 
Insurance 
Commission, 
SEC 

3. ASEAN integration is 
disrupted by uneven 
progress or national 
priorities. 

S ASEAN integration is a national priority of 
the government. The recent liberalization of 
foreign entry into the financial services 
sector is indicative of the government’s 
continuing commitment to integration. 
However, given the uneven progress and 
different stages of economic development 
across ASEAN member states, it will be 
difficult to mitigate this risk effectively.   

BTr, BSP, 
Insurance 
Commission, 
SEC 

4. Regulators’ technical 
capacity is insufficient 
to support the reform 
agenda. 

M The government, with support from 
development partners including ADB, has 
been working to increase capacity. 
Specifically, ADB, the International 
Monetary Fund, the United States Treasury, 
and the World Bank provided a highly 
focused diagnostic on constraints on the 
development of the government bond 
market. ADB and the United States 
Treasury are supporting the resultant action 
plan through their resident advisor program. 
ADB is also providing complementary 
assistance to support ASEAN integration, 
and to help the Insurance Commission 
implement the revised insurance law. 

BTr, BSP, 
Insurance 
Commission, 
SEC  

5. The budget is 
inadequate to fund 
capital market 
infrastructure upgrades 
and regulatory action 
plans. 

S Several measures to mitigate this risk are 
noted. For example, the SEC, with ADB’s 
support under the Financial Market 
Regulation and Integration Program, has 
increased its budget through a 
congressional appropriation. This brought 
the government into compliance with the 
Securities Regulation Code, which 
exempted the SEC from the salary 
stabilization framework. To provide a more 
long-lasting and institutional solution, The 
SEC has proposed revising its funding 

BTr, BSP, 
Insurance 
Commission, 
SEC 
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formula through the proposed Corporation 
Code. This revision will enable the agency 
to retain all registration fees, payments, and 
fines, thus granting the agency a measure 
of financial independence.   
 

6. The government is 
unable to meet the 
prerequisites for 
ASEAN integration. 

M The government’s primary impediment to 
joining the cross-border investment 
initiatives of the ASEAN Capital Markets 
Forum is its failure to sign IOSCO’s MMOU. 
To mitigate this risk, the SEC, with ADB 
support, has identified a specific legislative 
agenda to amend the Bank Secrecy Act to 
allow the exchange of information 
necessary for the government to join the 
MMOU’s Annex A.  

SEC 

7. Market development 
efforts outstrip financial 
inclusion and education 
programs. 

M The program is supported by a proposed 
financial literacy program administered by 
the BSP and built on a three-pronged 
framework, including (i) access to financial 
products and services, (ii) financial 
education and literacy, and (iii) financial 
consumer protection. Since the start of the 
program in 2000, the BSP has conducted 
briefings in 54% of 81 provinces 
nationwide.  

BSP 

H = high, S = substantial, M = moderate, L = low. 
ADB = Asian Development Bank, ASEAN = Association of Southeast Asian Nations, BSP = Bangko Sentral ng Pilipinas, 
BTr = Bureau of the Treasury, DBM = Department of Budget and Management, DOF = Department of Finance,  
GDP = gross domestic product, GPPB = Government Procurement Policy Board, IOSCO = International Organization 
of Securities Commissions, MMOU = multilateral memorandum of understanding, PCF = Performance Challenge Fund, 
PEFA = public expenditure and financial accountability, PFM = public financial management, PPP = public–private 
partnership, SEC = Securities and Exchange Commission. 
Source: ADB. 
 


