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BSP hikes rural banks’ required capital

 By Diego Gabriel C. Robles
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THE BANGKO SENTRAL ng Pilipinas (BSP) 
raised the minimum capital requirement for 
rural banks to at least P50 million, as it seeks to 
further strengthen the local banking industry. 

BSP Circular No. 1151 amends the minimum 
capitalization of rural banks as part of the 
Rural Bank Strengthening Program (RBSP).

“The RBSP was developed to enhance the 
operations, capacity, and competitiveness of 
rural banks. It is anchored on the principle 
that a safe and sound bank is well-capitalized,” 
BSP Governor Felipe M. Medalla said in the 
circular, which was signed on Aug. 24.

The circular, which amends Section 121 of 
the Manual of Regulations for Banks (MORB), 
sets the minimum capitalization at P50 million 
for rural banks with a head office and up to five 
branches, regardless of location. 

Rural banks with six to 10 branches will 
be required to have a minimum capital of 
P120 million, while those with more than 10 
branches should have capital of at least P200 
million.

Branch-lite units of rural banks are not 
included in the number of branches.

Under previous regulations, rural banks and 
cooperatives must have a minimum capital of 
P10 million to P200 million, depending on the 
location and number of branches.

According to the new BSP circular, rural 
banks that comply with the new capital levels 
need to submit to the central bank a certifica-
tion within 10 banking days from the date of 
effectivity of the circular. 

THE PHILIPPINES’ manufactur-
ing sector continued to expand for 
a seventh straight month in Au-
gust, as production stabilized with 
a softer contraction in new orders, 
S&P Global said on Thursday.

The S&P Global Philippines 
Manufacturing Purchasing Man-
agers’ Index (PMI) reading stood 
at 51.2 in August, improving from 
the six-month low of 50.8 in July.

“August PMI data signaled an 
improvement in operating condi-
tions across the Philippines manu-
facturing sector,” Maryam Baluch, 
economist at S&P Global Market 
Intelligence, said in a statement.

A PMI reading above 50 de-
notes improvement in operating 
conditions compared with the 
preceding month, while a reading 
below 50 signals deterioration.

THE PHILIPPINE Economic 
Zone Authority’s (PEZA) decision 
to extend the work-from-home 
(WFH) arrangement for Infor-
mation Technology and Business 
Processing Management (IT-
BPM) firms does not have any 
legal basis, according to the Fiscal 
Incentives Review Board (FIRB).

“To date, the current and effec-
tive resolution issued by the FIRB 
states that the WFH arrangement 
for the IT-BPM companies within 
the ecozones is only until Sept. 
12, 2022,” Finance Assistant Sec-
retary and FIRB Secretariat Head 
Juvy C. Danofrata said in a state-
ment released by the Department 
of Finance (DoF). 

In a position paper submitted 
to Finance Secretary Benjamin E. 
Diokno, the FIRB Secretariat said 
PEZA’s decision “lacks legal basis.

Ms. Danofrata said the Corpo-
rate Recovery and Tax Incentives 
for Enterprises (CREATE) Act, as 
well as existing FIRB resolutions, 

do not give investment promo-
tion agencies (IPAs) such as the 
PEZA the power to unilaterally 
approve WFH arrangements. 

Under FIRB Resolution No. 
017-22, registered IT-BPO firms 
are allowed to have a 70% on-site 
and 30% WFH arrangement, while 
still enjoying fiscal incentives 
guaranteed by the CREATE Act for 
ecozones, but only until Sept. 12.

Ms. Danofrata said that any 
extension requires the approval 
of the FIRB, which will issue a 
resolution. 

The resolution should comply 
with CREATE’s implementing 
rules, which require the exten-
sion of the state of calamity or a 
declaration by the President of an 
exceptional circumstance such 
as the coronavirus disease 2019 
(COVID-19) pandemic. 

Ms. Danofrata said that the 
FIRB is working with the Board 
of Investments (BoI) to come 
up with options to allow a WFH 

setup for IT-BPM firms in eco-
nomic zones.

The issue will be discussed at 
the FIRB’s next meeting in mid-
September, she added.

Last week, PEZA Officer-in-
Charge and Deputy Director-
General for Policy and Planning 
Tereso O. Panga said the WFH ex-
tension for IT-BPM enterprises 
until March 2023 has been “ap-
proved in principle” but pending 
“further clarification” from the 
DoF and the Board of Invest-
ments (BoI).

IT-BPO industry stakehold-
ers such as the IT and Business 
Process Association of the Philip-
pines have been pushing for the 
WFH arrangement while keeping 
their tax incentives, citing ben-
efits to employees and productiv-
ity.  

Meanwhile, the FIRB recently 
adopted a new set of guidelines 
for the submission of reports by 
IPAs, and approved the rational-

ization of guidelines on fees col-
lected by IPAs. 

The FIRB reduced the number 
of reports to be submitted by IPAs 
to eight, from the current 10.

“This initiative of the FIRB to 
harmonize the fees set by the IPAs 
relating to the business enterpris-
es’ application and availment of 
tax incentives ensures uniformity 
and promotes equity, which in 
turn serves the best interest of 
our stakeholders and potential 
investors,” Mr. Diokno said.

The FIRB will consult with the 
IPAs in the fourth quarter, with 
guidelines such as the final rates 
set to be released before yearend.

The FIRB is chaired by the 
DoF, along with the Depart-
ment of Trade and Industry, and 
also includes the Office of the 
President-Executive Secretary, 
the Department of Budget and 
Management, and the National 
Economic and Development Au-
thority. — D.G.C.Robles 

The headline PMI measures 
m a n u f a c t u r i n g  c o n d i t i o n s 
through the weighted average of 
five indices: new orders (30%), 
output (25%), employment (20%), 
suppliers’ delivery times (15%) 
and stocks of purchases (10%).

Among its Southeast Asian 
neighbors, the Philippines’ PMI 
reading was in the middle of the 
pack, lagging Thailand (53.7) and 
Indonesia (51.7) but better than Ma-
laysia (50.3) and Myanmar (46.5).

S&P Global noted that Philip-
pine manufacturing firms showed 
growth for the seventh month in a 
row in August, although the up-
tick was lower than the average.

Last month’s data “suggested 
some relief as the seasonally 
adjusted output index stabilized 
after contracting for the first 
time in six months during July,” 
it added. 

The pace of contraction in new 
orders eased in August, with com-

panies posting a slight drop in 
overall client demand.

S&P Global said overall sales 
were dragged by the sharp de-
cline in new export orders, “as 
foreign customer demand fell at 
the steepest rate since January.”

This prompted manufactur-
ers to slash purchasing activities, 
marking the first cut in input buy-
ing since January.

Manufacturing firms also 
ramped up hiring in August, with 
the pace of job creation the quick-
est since June 2017.

“Strong gains in workforce num-
bers helped boost the latest headline 
PMI figure during August. Firms 
hired additional staff for the fourth 
consecutive month as firms hoped 
for expansion in production in the 
coming months,” S&P Global said.

Stocks of raw materials and semi-
finished items expanded at their 
softest pace since October 2021, and 
easing for the fourth month in a row.

“However, growing downside 
risks to growth challenge the sector. 
Already we have seen output failing 
to expand during the latest survey 
period, and factory orders falling for 
the second consecutive month. Fur-
thermore, price pressures remained 
persistently high,” Ms. Baluch said.

She said there are concerns 
that persistent inflation, supply 
chain disruption, the peso de-
preciation and rising rates “will 
squeeze demand as clients’ dis-
posable income will take a hit.”

S&P Global also noted there 
were more supply chain disrup-
tions in August, due to shipment 
delays and port congestion.

“While the Filipino economy 
showed strong growth post-CO-
VID, the following months will 
challenge momentum, with the 
PMI data already recording softer 
output expectations for the year 
ahead,” Ms. Baluch said.

ABS -CBN CORP. and TV5 
Network, Inc. of the Pangilinan 
group’s MediaQuest Holdings, 
Inc. on Thursday said they have 
“mutually agreed” to terminate 
their landmark investment deal, 
after some lawmakers raised 
questions over its legality. 

The two media companies 
signed a memorandum of 
agreement on Aug. 31 to scrap 
the investment deal they signed 
on Aug. 10, ABS-CBN told the 
stock exchange on Thursday.

“The parties confirmed that 
they have not implemented 
any of the transactions covered 
by the investment agreement,” 
ABS-CBN said, without giving 
a reason for the termination. 

Under the deal, ABS-CBN 
was supposed to acquire 34.99% 
of TV5 for P2.16 billion. The 
former expected that its invest-
ment in TV5 would “open signif-
icant opportunities for revenue 
enhancement, cost efficiencies, 
and various synergies.” 

At the same time, the Lopez-
led network and MediaQuest 
terminated the deal between 
their subsidiaries, in which 
Cignal Cable Corp. would ac-
quire a minority 38.88% stake in 
Sky Cable Corp. for P2.86 billion.  

Last week, the two com-
panies said they paused the 
closing preparations for their 
partnership to address con-
cerns regarding the deal.

They were referring to the is-
sues raised by some lawmakers 
and the National Telecommuni-
cations Commission (NTC).   

Three resolutions were filed 
at the House of Representa-
tives seeking an investigation 
into the ABS-CBN-TV5 deal.

Among the issues raised 
was the ownership of TV5. Sa-
gip party-list Rep. Rodante D. 
Marcoleta has claimed that it 
is owned by a foreign national. 

According to the PLDT 
group’s statement in 2013, “all 
of the trustees, as well as benefi-
ciaries, of the PLDT Beneficial 
Trust Fund are Filipino citizens.” 

NTC Commissioner Gama-
liel A. Cordoba said during a 
House briefing on ABS-CBN’s 
investment agreement with TV5 
on Aug. 24 that the two media 
companies should first obtain 
clearances from the regulator. 

“The commercial agree-
ments together with such clear-
ances should be submitted by 
the franchise grantee to the NTC 
prior to consummation,” he said. 

 
‘CASUALTY OF POLITICS’  
Lawyer and political analyst 
Michael Henry Ll. Yusingco 
said the investment agreement 
between ABS-CBN and TV5 
“was not defective.” 

“None of the creditors or 
debtors of the parties have 
raised any concern or com-
plaint about it. Hence, it’s hard 
not to see the cancellation of 
the agreement as the casualty 
of power politics,” he said in 
an e-mailed reply to questions. 

“ Whatever positive out-
comes they could have hoped 
for, such as more jobs for 
Filipinos, better quality shows, 
and wider media reach, would 
not compensate for the hassle 
and stress political interven-
tion brings,” he added. 

For her part, Maria Ela L. 
Atienza, a political science pro-
fessor at the University of the 
Philippines-Diliman, said in a 
Facebook Messenger chat, that 
the decision to terminate the 
transactions was “surprising.” 
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