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Consumption ‘not enough’ to push
GDP growth past 5-6%, BPI says

THE ECONOMY requires stronger in-
dustry spending if gross domestic prod-
uct (GDP) is to move beyond its current
growth track, the Bank of the Philippine
Islands (BPI) said.

“Recent growth in the 5-6% range
suggests that consumption alone is no
longer enough to drive the economy for-
ward. While domestic demand remains
robust, the economy doesn’t produce a
significant portion of what it consumes,
reflecting its weakness in production. The
industry sector must take a bigger role in
supporting growth,” BPI Lead Economist
Emilio S. Neri, Jr. said in a report.

The economy expanded by an annual
5.5% in the second quarter, hitting the
lower end of the government’s 5.5-6.5%
target for the year.

For the first half, GDP growth aver-
aged 5.4%, against 6.2% a year earlier.

Household final consumption, which
accounts for over 70% of the economy,
grew 5.5% in the three months to June,
exceeding the 4.8% posted in the second
quarter of 2024.

Mr. Neri noted household consump-
tion still has not recovered to pre-pan-
demic levels.

“It is possible that recent weakness
in consumption data partly reflects
the challenges in capturing purchases
made through e-commerce. The grow-
ing access to foreign goods that can
be shipped directly to consumers has
made tracking certain transactions
more difficult, as some low value items
may be exempt from monitoring,” he
added.

Mr. Neri said GDP growth could re-
main in the 5-6% range in the coming
years if the government is unable to ad-
dress the structural challenges holding
back construction, manufacturing, and
investment.

“The economy must shift from be-
ing consumption-driven to production-
driven, with policies that promote
long-term investment and industrial
development,” he said.

Construction growth was also weak
in the second quarter at 2%, well below

the pre-pandemic average 0f10.8%, due
to the election spending ban. Private-
sector construction grew in the double
digits but remained below pre-pan-
demic levels.

He added that real estate developers
have taken a cautious approach to new
projects due to weak demand in the mid-
tier markets.

“Hybrid work arrangements have re-
duced the appetite for residential units
near business districts and have contrib-
uted to elevated office vacancy rates,”
Mr. Neri said.

While public housing demand re-
mains high, household income needs
to catch up with faster-rising property
prices for the construction recovery to
pick up.

Manufacturing growth likewise re-
mained below pre-pandemic levels at
2.7% from the average of 5.8% before the
pandemic as key industries such as food,
chemicals, and electronics struggled due
to rising input costs and global supply
chain disruptions.

Weaker consumption growth has also
affected demand for manufactured goods.

“With capital-intensive industries
like construction and manufacturing
underperforming, investment spend-
ing has been sluggish as well. Sustained
public-sector spending on infrastruc-
ture has not been enough to offset the
weakness in private-sector capital ex-
penditures,” Mr. Neri said.

He added that while the economy
shifts to more industry spending, in-
flation must remain low and stable to
continue supporting consumption.

The services sector, especially in
outsourcing and tourism, also needs
to remain competitive during the shift
towards more industrial activity.

“The ideal outcome is for the economy
to have several drivers of growth, with
consumption serving as the foundation
rather than an end in itself. Sustaining
growth above 6% will be difficult if the
industry sector fails to improve and if the
services sector loses its competitive edge,”
Mr. Neri said. — Aaron Michael C. Sy

Prime Infra Laguna pumped
storage hydro project on track
for completion by 2030

PRIME INFRASTRUCTURE Capi-
tal, Inc. said it is on track to finish its
1,400-megawatt (MW) pumped storage
hydroelectric power project in Pakil, La-
guna within the next five years.

The $5.03-million Pakil Pumped
Storage Project developed by group
company Ahunan Power, Inc. is ex-
pected to provide electricity to approxi-
mately 2.3 million households, Prime
Infra, controlled by ports and gaming
businessman Enrique K. Razon, Jr. said
in a statement on Wednesday.

The project was auctioned during the
third round of the green energy auction,
which attracted bids for over 6,600 MW
of capacity.

Prime Infra recently issued a notice
to proceed for the project, allowing it to
begin developing access roads to build
the upper reservoir, as well as the power
waterway, powerhouse, and lower inlet/
outlet.

The developer will build connection
facilities to the 500-kilovolt grid of the
National Grid Corp. of the Philippines.

The project was certified as an en-
ergy project of national significance by
the Department of Energy and received
green lane endorsement from the Board
of Investments, qualifying it for expe-
dited permit processing.

To address potential vulnerabilities
around the project site, Ahunan Power
developed an P80-million integrated
management plan for watershed and
forest conservation, watershed protec-
tion and water management.

The plan was prepared following
stakeholder consultations, meetings
with the provincial office of the Depart-
ment of Environment and Natural Re-
sources (DENR) and local government
officials, surveys, community mapping,
and other supporting activities.

It obtained signoff from the DENR,
Laguna Lake Development Authority,
and the local governments of Pakil and
Paete.

The company said the assessment
found that the two subwatersheds are
“highly susceptible to rain-induced
landslide and soil erosion, while the
low-lying areas within the Pakil River
Watershed (a portion of Pasig-Marikina-
Laguna de Bay River Basin) close to La-
guna de Bay are susceptible to flooding.”

To address these vulnerabilities,
Ahunan Power said its watershed man-
agement plan incorporated a range of
strategies “aimed at enhancing ecologi-
cal resilience and supporting upland and
community development.”

These include reforestation, agrofor-
estry development, nursery establish-
ment and operation, establishment of
an arboretum, and watershed protection
measures, among others.

“Ahunan approaches renewable en-
ergy development with a commitment
to protect and preserve the vital eco-
systems surrounding the Pakil River
and Malaking Ilog-Tibag watersheds
to ensure a sustainable future for the
communities we serve,” the company
said. — Sheldeen Joy Talavera

HIGHER TRANSMISSION charges for
July will be reflected in power bills for
August, after the National Grid Corp. of
the Philippines (NGCP) moved to collect
its maximum allowable revenue (MAR).

In a briefing on Wednesday, Julius
Ryan D. Datingaling, NGCP head of busi-
ness and regulatory development, said
overall transmission rates increased by
9.25% month on month to P1.3233 per
kilowatt-hour (kWh).

“The increase of the transmission
rates is due to the new revenue of P58
billion and the under-recoveries of P28
billion, plus the decrease in energy con-
sumption,” he said.

Transmission wheeling rates, or what
NGCP charges for its primary service
of delivering electricity, rose 28.5% to
P0.5923 per kWh.

Ancillary service (AS) charges de-
clined 5% to P0.5872 per kWh.

Other charges include the universal
charge, Feed-in-Tariff Allowance, and
the value-added tax on transmission and
AS charges.

The Energy Regulatory Commission
(ERC) authorized the NGCP to recover its
MAR this year of P58.1 billion, translating
to an anticipated increase of P0.0629 per
kWh. MAR is the maximum amount the
NGCEP is allowed to take in annually to
recover its operational expenses.

The decision also allows the NGCP to
collect P0.0384 per kWh over 84 months,
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or until the P28 billion in under-recov-
eries is fully collected.

The ERC approval forms part of
NGCP’s fourth regulatory period reset,
spanning the 2016 to 2022 period.

In a 155-page decision, the ERC ap-
proved a MAR of P335.79 billion for the
NGCP for the period, against the P552.19
billion the company had been seeking.

The rate reset process is usually a
forward-looking exercise that requires
the regulated entity to submit forecast
expenditures and proposed projects
over a five-year regulatory period. The
ERC assesses the actual performance of
the entity and adjusts rates as needed.

“The approved increase will help
finance NGCP’s efforts to further
strengthen the power grid,” the com-
pany said.

NGCP Spokesperson Cynthia P. Ala-
banza said the company is considering
filing an appeal with the ERC, hoping that
some other expenses could be considered
which it deemed necessary for the proper
operation of the transmission system.

“If that’s what we go by, our request of
P500 (billion) is reasonable. But again,
we will follow the process,” she said.

“The ERC released a decision, and
NGCP has the opportunity to explain
its request, and will wait for the resolu-
tion. We will comply once the decision
is final,” she added. — Sheldeen Joy
Talavera

Samsung hoping
to start work on
Laguna expansion
by January 2026

THE Philippine Economic Zone Au-
thority (PEZA) said Samsung Elec-
tronics’ $1-billion expansion project
in Laguna is targeted to begin con-
struction by early next year.

“The latest on Samsung is that their
fiscal incentives have been approved,
and we are now working on the power
subsidy,” PEZA Director General
Tereso O. Panga said on the sidelines
of the PEZA Water Forum 2025.

“We are about to resolve it. There
is already a mechanism and formula,
which we will endorse to the Fiscal
Incentives Review Board (FIRB) for
their approval this week,” he added.

Although he did not disclose the
exact figures, he said the two sides
have agreed on the rates to be charged
the project, which operates at the
Calamba Premiere International
Park in Laguna, where its unit Sam-
sung Electro-Mechanics Corp. is cur-
rently based.

“We also talked about this in India
(during the President’s state visit)
with the Department of Finance. In
fact, we were able to rationalize (the
subsidy); we lowered the exposure of
the government further,” he said.

After approval from the FIRB, the
project will be endorsed to the Office
of the President.

“Once we get the Office of the Pres-
ident’s approval, it will be endorsed to
PEZA for the signing of the registra-
tion agreement,” he said.

“I think this can be done in the cur-
rent quarter. I think what is critical
for Samsung is for them to start con-
struction by early January,” he added.

Separately, he said PEZA has not
been notified of plans by investors to
exit the country as a result of the US
reciprocal tariffs, which took effect
on Aug. 7.

“For the most part, we are not a
big exporter to the US. Although our
biggest exports like electronics go to
the US, some are really exported to
other Association of Southeast Asian
Nations countries, Japan, and China,”
he said.

He said that the Philippines is the
least affected of the ASEAN countries.

Philippine goods entering the
US market, as well as goods from
Indonesia, Cambodia, Malaysia, and
Thailand, were imposed a 19% tariff
starting last week.

Despite losing its tariff advantage
in the region, he said the Philippines
continues to be acompetitive destina-
tion due to its large domestic market.

“It will be difficult to go up against
Vietnam and Thailand in targeting
products that are strictly for export,”
he said.

“But if we offer the Philippines as
a huge domestic market, then that
would be a compelling reason for
them to locate here... and use us as a
hub to export to ASEAN,” he added. —
Justine Irish D. Tabile

n July 28, the 20" Congress of-
O ficially convened for its first

regular session, marking the fi-
nal half of the current administration’s
term. Interestingly, even prior to this
formal opening of session, we saw sever-
al Senators who proactively introduced
and filed priority bills.

Among the notable bills filed was the
formal introduction of a new General
Tax Amnesty (GTA) Act through Senate
Bill No. 60. At first glance, the current
version of the draft bill generally adopt-
ed the GTA mechanism under Republic
Act No. 11213 or the 2018 Tax Amnesty
Act, which was vetoed.

Former President Rodrigo Duterte
vetoed the GTA portion of the 2018 Tax
Amnesty Act due to the absence of pro-
visions lifting bank secrecy rules and
the failure to include Exchange of In-
formation (Eol) clauses, both of which
are essential for the Bureau of Internal
Revenue (BIR) to validate tax amnesty
applications effectively. Furthermore,
the 2018 GTA was deemed inadequate
because it lacked sufficient safeguards
against untruthful declaration of assets
and net worth. In his veto message, Mr.
Duterte explained that the objective of
a tax amnesty law cannot be achieved
if there are no necessary measures in
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place to prevent its misuse for tax eva-
sion purposes.

In response to the previous admin-
istration’s veto message, Senate Bill No.
60 proposes several key provisions to
enhance the GTA framework:

1. Upon the filing of a sworn
GTA return, the Commissioner
of Internal Revenue will have a
one-year window to inquire into
and receive information on the
taxpayer’s bank deposits and oth-
er related data held by local and
foreign financial institutions. The
Commissioner is also authorized
to conduct an Eol during this pe-
riod with the applicable foreign
tax authority under an existing
international agreement, conven-
tion, or treaty that the Philippines
is a signatory of.

2. The Statement of Total As-
sets (STA) and the Statement
of Assets, Liabilities, and Net
Worth (SALN) submitted during
the GTA application are initially
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presumed to be true and correct.
However, if the Commissioner
determines within a year from
the filing of the GTA return that
these statements are understated
by at least 30%, the associated
immunities and privileges grant-
ed after payment of the amnesty
tax will be revoked.

3. All tax returns and state-
ments required for the GTA must
contain a written affirmation
that these are submitted under
the penalties of perjury, ensuring
legal accountability.

4. Information and data
concerning the STA and SALN
(including all supporting docu-
ments submitted during the GTA
application) are confidential and
cannot be used in any investiga-
tion or prosecution before any
judicial, quasi-judicial, or admin-
istrative body.

5.The BIR, in cooperation with
other relevant government agen-
cies, will establish an “Informa-
tion Management Program” to
effectively utilize data obtained
from the GTA Returns, STA, and
SALN. These documents will be
processed separately from other

BIR records to enhance data

management.

6. Penalties will be imposed for
unlawful divulgence of informa-
tion onthe GTAreturn and related
documents, thereby maintaining
taxpayer confidentiality.

Inits present form, Senate Bill No. 60
presents a more balanced tax amnesty
mechanism compared to its 2018 pre-
decessor. By clearly defining the period
of the BIR’s access to bank information
and introducing measurable safeguards
against under-declaration, along with
the provisions on data confidentiality
and penalties for unauthorized disclo-
sure, the bill directly addresses the criti-
cal reasons for the previous administra-
tion’s veto.

However, while this new iteration of
the GTA bill aims to overcome the defi-
ciencies of the 2018 version, it remains
to be seen whether this new bill will
gain traction and become law within
the remaining three years of the cur-
rent administration. As the bill is still
in its preliminary stages, it will have to
endure the rigorous legislative process
and approval of both houses of Congress
before it reaches the President’s desk.

What is clear, however, is that tax
amnesty programs have historically
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been proven to generate significant
immediate revenue, which can be
used to fund programs to address the
pressing social and economic issues
of the country — as demonstrated in
the collection of P7.2 billion during
the 2006 Tax Amnesty Program. More
importantly, these programs also offer
taxpayers an opportunity to rectify
past mistakes without penalties. When
implemented with strong safeguards,
tax amnesty programs are not merely
about revenue recovery, they also play
a pivotal role in rebuilding trust and
fostering cooperation between the tax-
payers and the government.

The views or opinions expressed in
this article are solely those of the author
and do not necessarily represent those
of Isla Lipana & Co. The content is for
general information purposes only, and
should not be used as a substitute for
specific advice.
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