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No new taxes this year, says Recto

Economic czar, S1/9

By Keisha B. Ta-asan
Reporter

By Luisa Maria Jacinta C.
Jocson Reporter

FINANCE SECRETARY Ralph 
G. Recto said on Wednesday that 
he does not plan to introduce 
new taxes as elevated inflation 
remains a “most urgent concern.” 

At a press briefing, the new 
Finance chief said he will not 
pursue his predecessor’s pro-
posals to tax junk food and 
increase excise taxes on sweet-
ened beverages.

“There are no plans of impos-
ing additional new taxes. I think 
our first job is to collect what 
is on the table. That’s why we 
are planning with the Bureau 
of Internal Revenue (BIR) and 
the Bureau of Customs (BoC) 
commissioners to improve ef-
ficiency,” Mr. Recto said.

Amid the current economic 
challenges, he said the government 
should not rely solely on imple-
menting new or additional taxes.

“Inflation is high. When you 
impose taxes, that is also infla-
tionary. So, I don’t think that now 

is the time to impose very high 
taxes,” Mr. Recto added. 

Inflation remains elevated 
amid rising food and energy costs. 
In 2023, full-year inflation stood 
at a 14-year high of 6%. The Bang-
ko Sentral ng Pilipinas (BSP) sees 
inflation easing to 3.7% this year. 

Mr. Recto said the Department 
of Finance (DoF) is currently in the 
process of “tweaking” the current 
tax proposals to take into account 
these inflationary pressures. These 
fine-tuned tax proposals will be 
presented before the Legislative-
Executive Development Advisory 

Council by Thursday, and to sena-
tors by next week. 

“The fine-tuning (of these 
tax proposals) will be on what is 
fairer, number one. What is easy 
to collect, number two. What is 
practical. That’s how we’re look-
ing at it,” the Finance chief said.  

Mr. Recto said there are no plans 
to impose any new consumption-
based taxes for at least this year. 

He is not keen on pushing for a 
tax on junk food and an increase in 
excise taxes on sugary drinks, which 
were proposed by then-Finance 
Secretary Benjamin E. Diokno.

“I don’t think that’s on the ta-
ble… Those two proposals were in 
one proposal which was scrapped 
by the DoF and I don’t intend to 
put it back,” he said. 

Mr. Recto also said the DoF is 
tempering the proposed hike in 
motor vehicle user charges, which 
was approved on third reading at 
the House of Representatives in 
December. 

“Today, 50% or thereabouts of 
vehicles are unregistered. If you 
impose higher taxes, maybe more 
vehicles will not register. I think we 
have to temper some of these in-

creases because like I said, they’re 
also inflationary,” he added. 

Meanwhile, Mr. Recto also 
said that he supports the current 
version of the military and uni-
formed personnel (MUP) reform, 
which requires only new entrants 
to contribute to the pension fund. 

“The government has a social 
contract with our MUPs. And 
based on the law, we promised 
them a certain pension. So, I think 
the government should respect 
that,” he said, noting the Senate 
version reflects that stance.

THE PHILIPPINES’ first Islamic 
banking unit will soon be op-
erational this month in Cotabato 
City, an official from the Bangko 
Sentral ng Pilipinas (BSP) said.  

BSP Deputy Governor Chuchi 
G. Fonacier said there are a lot of 
players, both foreign and domes-
tic, that are interested in setting 
up an Islamic bank or an Islamic 
banking unit (IBU) in the Philip-
pines.  

“(The BSP) already granted 
an Islamic banking license to a 
particular branch that will open 
soon in Cotabato. I think, within 
this month, it will open,” she said, 
adding that the bank will be re-
leasing more details soon.  

In July last year, Ms. Fonacier 
said one traditional lender has 
been given license to do Islamic 
banking for a particular branch in 
Mindanao. 

Before the Monetary Board 
gave its first IBU license, the 
Philippines only had one Islamic 
bank. This is the state-owned 
Al Amanah Islamic Investment 
Bank, which is a subsidiary of the 
Development Bank of the Philip-
pines and created by a presiden-
tial decree in 1973. 

At the same time, Ms. Fona-
cier said a branch of a foreign 
bank is also interested in doing 
Islamic banking in the Philip-
pines to cater to the unserved 
Muslim market in Mindanao. 

The central bank has been 
encouraging lenders to get into 
Islamic banking after the sector 
was opened to new players. 

In April 2022, the BSP issued 
Circular No. 1173, which ap-
proved the modified minimum 
capitalization requirement for 
conventional banks with an 
IBU. 

The goal of the circular was 
to provide flexibility in licensing 
an IBU of qualified traditional 
banks and give more Filipinos 
access to Shari’ah-compliant 
banking products and services. 

Under the guidelines, con-
ventional commercial banks or 
subsidiary banks of a universal 
bank that meet the minimum 
capital requirement for their 
respective banking category are 
allowed to operate an IBU within 
a transitory period not exceeding 
five years. 

First Islamic 
banking unit  
in Philippines 
set to open

Islamic bank, S1/9

THE BANGKO SENTRAL ng 
Pilipinas (BSP) is targeting to 
complete a blueprint for instant 
cross-border payments this year, 
which is expected to be one of the 
more affordable multinational 
remittance services in the mar-
ket, according to an official. 

“The BSP is working on cross-
border payments. We will be com-
pleting the blueprint of this scheme 
this year,” BSP Deputy Governor 
Mamerto E. Tangonan said.   

The central bank is targeting 
to implement cross-border pay-
ment connectivity in the next two 
years as it seeks to keep up with 
its Association of Southeast Asian 
Nations (ASEAN) peers.   

In March last year, the BSP and 
four other central banks in the re-
gion announced they will connect 
their domestic instant payment 
systems (IPS) through the Bank 
for International Settlements’ 
(BIS) Nexus Project.  

The Nexus, a prototype devel-
oped by the BIS Innovation Hub 
Singapore Centre, connects pay-
ment system operators with the 
Eurosystem’s TARGET Instant 
Payment Settlement 
(TIPS), Malaysia’s Real-
time Retail Payments 
Platform (RPP) and Sin-
gapore’s Fast and Secure 
Transfers (FAST).  

In November 2022, 
the BSP signed a memo-
randum of understand-
ing (MoU) with other 
central banks in the 

PRESIDENTIAL INVESTMENT 
adviser Frederick D. Go said he 
is making it a priority to address 
investor concerns by implement-
ing reforms such as restoring the 
power of the investment promo-
tion agencies (IPAs) to grant in-
centives and simplifying value-
added tax (VAT) rules for locators 
in economic zones.  

The head of the Office of the Spe-
cial Assistant to the President for 
Investment and Economic Affairs 
(OSAPIEA) on Wednesday said he 
is spearheading reforms and pro-
grams to make sure the Philippines 
becomes globally competitive. 

In particular, Mr. Go said his 
office is working with Congress to 
tweak provisions of the Corporate 
Recovery and Tax Incentives for 
Enterprises (CREATE) law and 
Tax Reform for Acceleration and 
Inclusion law. 

ASEAN region to strengthen col-
laboration on regional payment 
connectivity (RPC).

The RPC is expected to con-
tribute to accelerating economic 
recovery and promoting growth as 
it aims to foster a more inclusive 
financial ecosystem by enabling 
fast, seamless, and cheaper cross-
border payments across the region.   

The cooperation will include a 
number of modalities, including 
quick response (QR) code and fast 
payments.  

According to Mr. Tangonan, 
Filipinos who have their own 
domestic e-wallet accounts or 
bank accounts, will be able to 
send money in local currency to 
a counterparty in Malaysia, Sin-
gapore, Thailand, and Indonesia.  

“We have a large Filipino com-
munity based in Singapore. We 
anticipate that this will bring a lot 
of benefits for them because we’re 
working to make this one of the least 
expensive cross-border remittance 
service in the market,” he said. 

He also said cross-border fund 
transfers may start first with 
person-to-person (P2P) transac-

tions, before the BSP can 
do merchant payments.   

For merchant pay-
ments, Mr. Tangonan 
said that if a Filipino 
goes to another country 
in the ASEAN region, 
there would be no need 
to convert pesos into 
other currencies.  — 
Keisha B. Ta-asan

“Both laws have generated seri-
ous concerns for foreign direct in-
vestors, particularly exporters, and I 
have put this on top of our to-do list. 
So, we are working with Congress 
to bring back certainty in our laws, 
providing confidence to investors of 
predictability and firm implemen-
tation of policies that protect their 
investments,” he said at the Ease of 
Doing Business Briefing organized 
by the Anti-Red Tape Authority.

Mr. Go said he wants to give 
back IPAs their “powers” over 
locators in their economic zones, 
in order to “protect companies 
from regulatory inconsistencies 
and ambiguities and excessive 
bureaucracy and red tape.”

“This will reduce the process-
ing time for incentive applica-
tions and revert us back to the 
pre-CREATE regime,” he added.

Taxes, S1/5

BSP targets to complete a blueprint
for cross-border payments this year
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Economic czar backs 
move to return to
pre-CREATE regime

Note: *The first index in 
2019 surveyed 33 countries; 
the second index (2020), 
57 countries; the third 
(2021), 80 countries; and 
the fourth (2023), 90 
countries.
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PHILIPPINES SLIPS IN TOBACCO
INDUSTRY INFLUENCE RANKINGS
The Philippines slipped four places to 50th out of 90 countries 
with a score of 60 (out of a possible 100) in the 2023 edition of 
the Global Tobacco Industry Interference Index (GTIII) by Global 
Center for Good Governance in Tobacco Control. The index
ranks how governments in each countries are responding
to tobacco industry interference and protecting their 
public health policies from commercial and vested 
interests. This was the country’s lowest ranking
since the index started in 2019.

Source: Global Center for Good Governance in Tobacco Control’s Global Tobacco Industry Interference Index 2023 (https://globaltobaccoindex.org/)
BusinessWorld Research: Bernadette Therese M. Gadon       BusinessWorld Graphics: Bong R. Fortin
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