
Encouraging Investment through Capital Market Reforms Program, SP2 (RRP PHI: 48427-002) 
 

SUMMARY ASSESSMENT OF POLICY ACTIONS UNDER SUBPROGRAM 2 
 

1. At the inception of the EICMR program in 2015, the Government agreed to accomplish  
22 measures – 9 prior expected actions (or triggers for loan disbursement) and 13 policy 
milestones (supporting measures and activities) – as the basis for Subprogram (SP2). The policy 
matrix for subprogram 2 now comprises of 21 measures – 10 fully accomplished prior actions and 
11 accomplished policy milestones. Based on fact-finding mission and concurrence by 
Government, the following is the status of progress with subprogram 2 original policy actions:  

 
i. All 9 policy triggers were fully accomplished. A new prior action (policy action #16) 

has been added to reflect the government’s sustained and demonstrated 
commitment to liberalize entry into the financial sector. 
 

ii. Eight out of original 13 policy milestones were fully accomplished. The status of 
the other five policy milestones is as follows: 

 
a. Policy milestone # 13 called for the SEC to issue regulations to improve the 

liquidity of Exchange Traded Funds. Upon validation, this policy milestone 
was actually completed within the implementation period of subprogram 1. 
The milestone was dropped as no follow-on actions are required. 
 

b. Policy milestone #14 called for the SEC to authorize the use of unregistered 
bonds utilizing the US Securities Act of 1933 as a guide. This milestone 
has not yet been accomplished but the action is ongoing. Therefore, the 
activity was shifted to the post-program partnership framework. However, 
the policy milestone has been replaced with a similar reform, focusing on 
the equity market, which has a similar effect of increasing long term finance 
to support infrastructure (New #13 - SEC publishes listing rules for PPP 
companies). 

 
c. Policy milestone #15 called on the government to establish an inter-agency 

MOU and to begin promoting tax neutrality between financial subsectors. 
This milestone is partially accomplished and ongoing. Tax packages 1 and 
2 have been socialized and are under consideration in congress. Tax 
package 4, which covers financial sector taxation, has been accelerated 
and is undergoing stakeholder consultations. ADB is providing TA support 
to this reform, which has been moved to the P3F. 
 

d. Policy milestone #16 called on SEC to adopt XBRL based electronic 
submission of financial statements. This milestone is partially 
accomplished and ongoing.  SEC is currently procuring the XBRL system. 
The policy action (now #14) was reformulated to reflect progress. 

 
e. Policy milestone #19 called on the government to join IOSCO’s Annex A 

as a signatory, which allows for greater participation in ASEAN capital 
market integration. This policy milestone is partially accomplished and 
ongoing. The country’s bank secrecy laws have impeded progress 
Therefore, the SEC and IOSCO have identified and agreed on specific 
legislative reforms that would support IOSCO membership. The policy 
milestone and the associated DMF performance target were reformulated 
(now #18) to reflect this progress.  

http://www.adb.org/Documents/RRPs/?id=48427-002-3
http://www.adb.org/Documents/RRPs/?id=48427-002-3


2 

Original Indicative Policy 
Action (prior actions or 

triggers in bold and policy 
milestones non-bold) 

Status of Accomplishments 

Formulation of Policy 
Actions/Accomplishments for Subprogram 2 
(prior actions in bold and policy milestones 

non-bold) 

Output 1: Government Bond Market Depth and Liquidity Enhanced  

1. The BTr establishes a cash 
management committee to 
improve the reliability of cash 
management and forecasts, 
enabling more efficient fund 
raising. 

 Prior action fully accomplished  
 
Utilizing ADB TA, the BTr issued a department staffing 
order to reconstitute the division, which had become 
inactive, and completed the supporting policies, 
procedures and reporting formats to formalize the 
operations of the unit.  

Prior action formulated as: 
 
1. The BTr reconstituted and formalized a 
formal cash flow committee, and improved 
the reliability of cash management and 
forecasts which enabled more efficient fund 
raising. 

2. The BTr continues to improve 
cash and investment 
management processes. 

Milestone fully accomplished. 
 
Utilizing ADB TA, the BTr completed the supporting 
policies, procedures and reporting formats to formalize 
the operations of the unit. In addition, focused training 
was delivered to staff. 

Policy milestone formulated as: 
 
2. To institutionalize improved cash 
management, the BTr operationalized the 
investment committee by adopting a formal 
investment policy manual and risk limits and a 
regular reporting protocol. 

3. The BTr continues to 
restructure the BSF to further 
reduce cost of carry. 

Prior action fully accomplished 
 
The BTr simply continued prior reforms under 
subprogram 1 as agreed and further reduced the size 
of the bond sinking fund.  

Prior action formulated as: 
 
3. The BTr continued to restructure and 
reduce the size of the BSF to cover the larger 
of a rolling 2 years of debt service or 10% of 
outstanding debt, yielding additional savings 
of P2 to P3 billion a year in associated 
negative cost of carry, and lowering the 
government’s overall debt financing 
requirements by P252 billion over 3 years. 

4. The BTr increases trading 
volumes by further consolidating 
outstanding issues by 20%. 

Milestone fully accomplished. 
 
As noted, Btr has continued to defragment the debt 
stock through buy-backs and debt swaps. 

Policy milestone formulated as: 
 
4. The BTr encouraged increased trading 
volumes by further reducing and consolidating 
outstanding government bond issues to 85 from 
118 in subprogram 1. 

5. The BTr implements a basis 
set of responsibilities and 
privileges or government 
eligible securities dealers and 
market makers. 

 Prior action fully accomplished 
 
The reform was modified slightly to recognize the 
increased borrowing requirements of the national 
government. The primary dealer system will now focus 

Prior action formulated as: 
 
5. To encourage significant and sustained 
participation in primary auctions, the BTr 
designed an evaluation system for top-
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 more on privileges and incentives over responsibilities. 
However, the desired outcome, which is significant and 
regular participation in primary auctions, remains the 
same. 

ranked dealers with a set of responsibilities 
and privileges, including market soundings, 
participation in a web-based auction system 
and the ability to administer sponsor 
accounts. 

6. The BTr sponsors Specials 
Repo Program for selected 
market makers, who will 
provide firm two-way quotes 
(prices) for eligible 
government securities. 

Prior action fully accomplished 
 
The original policy action was structured to address 
concerns on financial stability and to ensure the 
instrument did not compete with the central bank’s 
interest rate corridor. During the implementation of 
SP2, the central bank has successfully established the 
interest rate corridor and the new government has 
decided to open participation beyond the original 
narrow set of dealer banks. Thus, accomplishments 
now encompass increased administrative requirements 
with launch planned by year-end 2017.  

Prior action formulated as: 
 
6. To improve liquidity in the government 
bond market, support market-making, and 
encourage alternative trading strategies, the 
Money market Association of the Philippines 
applied to the SEC to form a self-regulatory 
organization to support the introduction of a 
GMRA based repo market for the inter-dealer 
market. 

7. The BTr institutionalizes 
middle office risk 
management, and establishes 
performance management, 
and exception reporting.  

Prior action fully accomplished 
 
Utilizing ADB TA, the BTr completed the supporting 
policies, procedures and reporting formats to formalize 
the operations of the unit. In addition, focused training 
was delivered to staff. 

Prior action formulated as: 
 
7. The BTr institutionalized risk management 
by operationalizing four divisions (e.g. risk 
management division, fund management 
division, capital market strategy and 
planning division, and debt strategy and 
planning division) by completing and 
distributing operations manuals, risk limits 
and structures, and exception reporting.   

8. The BTr completes 
installation of the new treasury 
management system. 

Policy milestone fully accomplished 
 
The BTr has completed installation of a modern, 
treasury management system.  

Policy milestone formulated as: 
 
8. The BTr further strengthened middle office 
risk management by installing a modern, vendor 
supplied treasury management system (Trasset 
International). 
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9. The BTr prepares the 
modernize the registry of 
scripless securities (ROSS).  

Prior action fully accomplished 
 
With TA support from ADB, the BTr has completed 
installation of a modern, scripless registry. User 
acceptance testing is ongoing with launch expected in 
October 2017. 

Prior action formulated as: 
 
9. The BTr increased market efficiency by 
replacing its Windows 95-based ROSS with a 
modern, off-the-shelf Montran registry of 
scripless securities (NRoss). 

10. The BTr identifies capacity 
development needs utilizing 
training and diagnostics. 

Policy milestone fully accomplished. 
 
The BTr has formalized the use of the Bankers 
Association of the Philippines’ Treasury Certification 
Program for new staff to provide a structured 
introduction to treasury operations. In addition, 
supplemental training is continuing through the CFA 
institute.  

The policy milestone is formulated as: 
 
10. To strengthen capacity, the BTr has 
formalized the use of the Treasury Certification 
Program for new staff to provide a structured 
introduction to treasury operations. 

Output 2: Long Term Savings and Long Term Investment Products Encouraged  

11. The Insurance Commission 
(IC) creates an Investment 
Advisory Council to explore 
unique investment schemes and 
encourages insurance 
companies to channel funds to 
public-private partnership 
projects. 

Policy milestone fully accomplished. 
 
The Investment Advisory Council was established 
before SP2 implementation period. In a departure from 
the past, it has been approving requests from insurance 
companies to channel funds to PPP projects. A major 
accomplishment has been IC authorizing insurance 
companies to purchase infrastructure bonds, with four 
deals to date covering schools, a toll road and power 
plants. The policy milestone is formulated to reflect 
these tangible accomplishments and the deals 
authorized within the SP2 program period. 
 

The policy milestone is formulated as: 
 
11. To increase the supply of long-term 
financing, the Insurance Commission (IC) has 
authorized insurance companies to purchase 
infrastructure bonds with two deals approved to 
date covering a school project (PPP) and a 
power plant. 

12. The government launches 
PERA. 
 

Prior action fully accomplished Prior action formulated as: 
 
12. To encourage long-term savings, the 
government launched PERA supported by 
vetted and licensed account administrators. 
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13. The SEC, in conjunction with 
PSE, issues regulatory 
standards to govern market-
making activities for ETFs to 
improve liquidity. 

Policy milestone fully accomplished prior to SP 2 
program period - dropped. 
 
The policy measure is fully accomplished. Based on 
fact finding, it was observed that this measure was 
completed prior to SP 2 implementation period. 
Furthermore, no further actions are necessary for this 
reform. It was therefore agreed with government to 
drop this action.  

Accomplished and dropped from the SP 2 policy 
matrix. No further action required. 

14. The SEC authorizes 
unregistered bond utilizing 
Section 144A of the United 
States’ Securities Act of 1933 as 
a guide. 

The original policy milestone was not accomplished but 
was replaced with a complementary measure. 
 
ADB has been supporting the government’s efforts to 
develop a project bond market. Implementation is 
taking longer than anticipated (e.g. lack of familiarity, 
regulatory and tax issues) so the milestone was 
replaced with a complementary reform in the equity 
market (SEC published listing rules for PPP companies 
to allow for raising funds through the equity market). 
Both measures (allowing for unregistered bonds and 
equity listings) have the effect of increasing the variety 
and amount of long-term finance to fund infrastructure. 

In subprogram 2, the original policy milestone is 
replaced by new policy action 13:  
 
13. To encourage additional financing of 
infrastructure projects, the SEC published listing 
rules for PPP companies and extended the 
effectivity of financial statements to 180 days in 
line with the harmonized ASEAN disclosure 
standards.  
 
The original policy milestone has been shifted to 
the post-program partnership framework as it 
remains a high propriety of the government. ADB 
and the US treasury will continue providing 
support to this effort. 
 

15. The government, through 
the Capital Market Development 
Tax Group, establishes an 
interagency MOU and begins to 
promote neutrality in capital 
market taxation. 

Policy milestone partially accomplished and moved to 
the P3F. 
 
Tax package 4, which deals with taxation of financial 
products and services, has been accelerated and is 
undergoing stakeholder consultations. However, 
compliance documents were not available during the 
SP2 implementation period. 
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16. The SEC adopts XBRL 
based electronic submission of 
financial statements and other 
corporate disclosures. 

Policy milestone partially accomplished 
 
Funding gaps delayed the procurement of the XBRL. 
The SEC has addressed this and has begun 
procurement of the system.  

Policy milestone is formulated as:  
 
14. The SEC commenced procurement of the 
XBRL based electronic submission of financial 
statements and other corporate disclosures. 
 

17. SEC submits the revised 
Corporation Code to 
Congress, and explores the 
potential to abolish the 
preferential broker allocation. 

 Prior action fully accomplished Prior action formulated as: 
 
15. SEC submitted the revised Corporation 
Code to Congress with provisions to reduce 
friction costs, strengthen supervision and 
improve the SEC’s funding. 
 

Output 3: Market depth and diversity increased 

 Prior action fully accomplished 
 
This represents a new prior action that illustrated the 
government’s commitment to liberalize ownership 
restrictions in the financial sector. Under SP1, the 
government enacted the enabling legislation. Under 
SP2, the government followed through by approving 
applications to establish domestic subsidiaries of 
foreign banks.   

16. The government implements Republic Act 
10641, and BSP Circular No.858 by 
authorizing private foreign financial 
institutions to enter the domestic market. 

18. The government encourages 
consolidation of the insurance 
sector through increased 
capitalization and the 
introduction of risk based capital 
standards. 
 

Policy milestone fully accomplished and exceeded 
expectations. 
 
The SEC has introduced risk based capital standards, 
which is expected to lead to consolidation in the 
insurance sector. This reform will also result in an 
increased demand for long-tenor bonds such as infra or 
project bonds.  
 

Policy milestone formulated as:  
 
17. The government encouraged the 
consolidation in the insurance sector by 
increasing the required minimum capitalization 
and introduced the risk based capital standards. 
 
 

19. The government is approved 
as a signatory to IOSCO’s 
Annex A and begins to 
participate more fully in ASEAN 

Policy milestone partially accomplished 
 
Restrictions arising out of the Philippines bank secrecy 
law have constrained efforts to join Annex A. 

Policy milestone formulated as:  
 
18. SEC and IOSCO identified and agreed on 
the specific legislative provisions needed to 
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Capital Market Forum initiatives 
covering collective investment 
schemes and cross-border 
public offerings of debt and 
equity. 

Nevertheless, Philippines SEC has participated in 
ACMF initiatives to harmonize and promote collective 
investment scheme and cross border public offerings of 
debt and equity. The revised milestone reflects 
progress to date on IOSCO. The milestone associated 
with ACMF initiatives was moved to action number 13 
to reflect progress to date.  
 

become a signatory of the IOSCO MMOU 
Concerning Consultation and cooperation and 
the Exchange of Information. 

20. The SEC strengthens 
corporate governance 
standards by promulgating a 
new Code of Corporate 
Governance and, in 
conjunction with the PSE, 
issues a corporate 
governance roadmap. 

Prior action fully accomplished Prior action formulated as: 
 
19. The SEC strengthened corporate 
governance standards and encouraged 
foreign investment by issuing, in conjunction 
with the PSE, a corporate governance 
roadmap covering 2016–2020 and 
subsequently issuing a Code of Corporate 
Governance for publicly listed companies. 

21. The SEC through the ICD 
completes the ASEAN corporate 
governance scorecard 
assessment for 2014-2015. 

 Policy milestone fully accomplished 
 

Policy milestone formulated as: 
 
20. The SEC through the ICD completed the 
ASEAN corporate governance scorecard 
assessment for 2014-2015. 

22. The SEC establishes 
surveillance of the fixed income 
market. 

 Policy milestone fully accomplished Policy milestone formulated as: 
 
21. To build market confidence, the SEC 
established surveillance of the fixed income 
market. 

ADB = Asian Development Bank, ACMF = ASEAN Capital Markets Forum,  ASEAN = Association of Southeast Nations, BSF = BTr =  Bureau of 

the Treasury,  CFA =  chartered financial analyst, DST = documentary stamp tax , ETF = exchange traded fund,  GMRA = Global Master 

Repurchase Agreement, GSEDs = Government Eligible Securities Dealers, IC = Insurance Commission, ICD  = Institute of Corporate Directors, 

ICD = Institute of Corporate Directors,  IOSCO = International Organization of Securities Commissions, MOU = memorandum of understanding, 

PERA = Personal Equity and Retirement Account,  PPP = public-private partnership, PSE = Philippine Stock Exchange,  SEC = Securities and 

Exchange Commission,  SP = subprogram, SRO = self-regulatory organization, TA = technical assistance, XBRL = eXtensible Business Reporting 

Language. 


