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Gov'tto
repay CARS
participants
by 2027

THE government is expected to re-
pay car manufacturers participating
in the Comprehensive Automotive
Resurgence Strategy (CARS) pro-
gram by next year, the Department
of Trade and Industry (DTT) said.

“T have already resumed sign-
ing the TPCs (tax payment cer-
tificates),” Trade Undersecretary
Ceferino S. Rodolfo told reporters

on the sidelines of the Manila In-
ternational Auto Show last week.

“(Payments) will be completed
in 2027,” he said.

In January, the government
said obligations incurred due to
the CARS program will be funded
with savings from the Depart-
ment of Public Works and High-
ways’ (DPWH) 2025 budget.

President Ferdinand R. Mar-
cos, Jr. had vetoed P4.32 billion in
unprogrammed appropriations
in the 2026 budget meant for the
CARS program.

CARS participants awaiting
payments are Toyota Motor Phil-
ippines Corp. (TMP), Mitsubishi
Motors Philippines Corp. (MMPC),
and several auto parts markers.

Any remaining validated re-
quirements that have not yet been
issued TPCs and are not funded by
the 2026 General Appropriations
Actmaybe included in the proposed
2027 budget, according to the joint
statement issued earlier this year by
the DTI, the Department of Finance
(DoF) , and the Department of Bud-
get and Management (DBM).

Ifincluded in the 2027 Nation-
al Expenditure Program, CARS
funding will be subject to cash
programming to ensure these are
settled, the agencies said.

Launched in 2015 through Ex-
ecutive Order No. 182, the CARS
program sought to incentivize
domestic vehicle manufacturing.
— Beatriz Marie D. Cruz

Prolong

PHILIPPINE growth could slow
to 3.79% in 2026 if the war in
the Middle East is prolonged and
becomes a routine feature of the
economy, De La Salle University
(DLSU) said in a report.

In their Report of the Philip-
pine Economy for April, DLSU
economists said their prolonged-
war growth scenario represents a
downgrade from a 4.19% estimate
in March.

“If it materializes, it would
represent a significant decelera-
tion with respect to the already
low growth rate of 2025 (4.4%),”
the report said.

“We insist that if the war con-
tinues, the Philippine economy
(already beset by corruption
induced pessimism and weak
capital formation) will remain
sluggish— even with Iran guaran-
teeing safe passage for Philippine
vessels along the Strait of Hor-
muz,” it added.

If the forecast is realized,
growth will fall below the gov-
ernment’s 5-6% gross domestic
product growth target for 2026.

“Medium-term growth is pre-
dicted to improve slightly. We
forecast growth to hit 4.23% in

ed-war scenario seen
cutting PHL growth to 3.79%

2027 and 4.17% in 2028. Both fig-
ures remain substantially below
the government’s growth targets
of 5.5-6.5%,” the report said.

“This estimate seems to point
to a prolonged period of subdued
capital formation that constrains
potential growth well beyond the
immediate crisis,” it added.

The government declared a
one-year national energy emer-
gency last month in response
to the war that broke out in the
Middle East.

Meanwhile, the economists
said inflation is expected to hover
near or above the upper bound
of the 2-4% target band through
the end of the year, citing “a set
of risks unlikely to disappear any
time soon.”

“Any further disruptions to the
supply of oil would push global
energy prices higher and domes-
tic prices would likely follow
suit,” it said.

“In other words, even if global
conditions calm down, inflation
could remain elevated well into
the second half of the year. The
Philippine economy may start
showing symptoms of stagfla-
tion,” it added.

Philippine inflation acceler-
ated to a nearly two-year high
of 4.1% in March, breaching the
Bangko Sentral ng Pilipinas’
(BSP) 2-4% target.

The report said fiscal and
monetary authorities face a set
of critical decisions as the crisis
unfolds.

“Repeated supply shocks are
complicating interest rate deci-
sions, while elevated financial
vulnerabilities are making policy
transmission less predictable,”
it said.

“Clear communication, effec-
tive macro-prudential measures,
and stronger coordination with
fiscal policy are essential to an-
chor expectations and safeguard
growth and stability,” it added.

The BSP kept its policy rate
unchanged at 4.25% during a sur-
prise off-cycle meeting last month,
ahead of the Monetary Board’s
regular policy meeting on April 23.

“Fiscal policy must balance
targeted protection with macro-
economic stability,” the report
said.

“Consistent with the princi-
ples of sound finance, the govern-
ment’s initial response reflects

two main objectives: providing
targeted relief to economically
vulnerable groups and maintain-
ing fiscal discipline to safeguard
the state’s financial position,” it
added.

It said that “well-designed,
temporary, and targeted mea-
sures can shield vulnerable
groups and sustain social cohe-
sion, while credible fiscal trajec-
tories and coherent coordination
with monetary policy are essen-
tial to contain inflationary risks.”

It added that the government
should address structural bottle-
necks in food, energy, transport,
and logistics.

“This will require adopting a
more structural perspective —
one that allows for a substantial
reorientation of fiscal policy,” it
said.

“Such an approach would move
beyond selective relief and fiscal
preservation toward actively sup-
porting the productive sectors of
the economy, sustaining employ-
ment, and building the material
capacity needed for a more effec-
tive collective response to future
crises,” it added. — Justine Irish
D. Tabile

More EDSA Busway
stations seen next year

THE Department of Trans-
portation (DoTr) said it ex-
pects to open additional Bus-
way stations along Epifanio
de los Santos Avenue (EDSA)
next year.

“By the first quarter, we are
going to add three more sta-
tions,” Transportation Acting
Secretary Giovanni Z. Lopez
said at an event last week.

The DoTr said additional
stations will open in Cubao,
Magallanes, and the Para-
flaque Integrated Terminal
Exchange (PITX).

Separately, Undersecretary
for Road Transport and In-
frastructure Mark Steven C.
Pastor said the DoTr will be
focusing on upgrading EDSA
Busway stations rather than
working on the planned priva-
tization for its operations and
maintenance.

“(Privatization) is not our
priority at this point due to
the fuel price increases. The
agency wants to focus on
ensuring that there is public
transportation available, but
we are looking at solicited bids
after completing the station
upgrades,” Mr. Pastor told re-

porters on the sidelines of a
briefing.

The DoTr has said that it
hopes to privatize the EDSA
Busway system by 2026 or
2027.

The EDSA Busway Project
initially involved the financ-
ing, design, construction,
procurement of low-carbon
buses, route planning, and op-
erations and maintenance of
the busway, according to the
Public-Private Partnership
(PPP) Center.

For this year, the DoTr is
projecting 70 million passen-
gers for EDSA Busway, citing
greater efficiencies due to
modernization.

In a notice of award dated
Dec. 29, 2025, the DoTr an-
nounced that the P251.06-mil-
lion contract for the design and
construction of the new bus-
way stations and footbridges
was awarded to Unimasters
Conglomeration, Inc.

The EDSA Busway, a ded-
icated bus lane along Metro
Manila’s main ring road, cur-
rently has 23 stations operat-
ing round-the-clock. — Ashley
Erika O. Jose

OPINION

Balancing growth, innovation, and trust in PHL banking

IN BRIEF:

¢ Philippine and Asia-Pacific banks
are prioritizing growth and upside risk
management while adapting to rapid
digital transformation amid rising regu-
latory, technological, and competitive
pressures.

¢ Banks must balance innovation
with trust by strengthening governance,
cybersecurity, operational resilience,
and legacy systems, while adopting
technologies such as AT and blockchain.

¢ Long-term success depends on
future-ready skills, adaptive leadership,
and a mindset that embraces continu-
ous change while maintaining confi-
dence among customers, regulators, and
stakeholders.

sia-Pacific (APAC) and Philip-
Apine narratives continue to be

about growth and dealing with
upside or growth risks, as opposed to
downside risks that would correctly
describe economies that went through
crises. Banks continue to update their
decision-support, compliance, and risk
management models in parallel with
their transformation and innovation
initiatives while meeting heightened
expectations from regulators, custom-
ers, and investors. To navigate this
complexity effectively, a focused and
balanced portfolio will enable banks to
drive synergies across the organization
and unlock value from upside risk op-
portunities. This requires a shift from
merely mitigating risks to actively em-
bracing upside potential, grounded in a
strong foundation of trust.

This is the second article of the
Financial Regulatory Outlook series,
which builds on insights from the SGV
Knowledge Institute event, “Global
Shifts, Local Impact: Navigating the
Next Wave of Banking Regulation.”

The previous article presented
insights from the EY Global Regula-
tory Outlook, which was issued against
a backdrop of increasingly rapid tech-
nological innovation and a changing
competitive landscape that is becoming
more ecosystem-based and ‘friendlier’
to nontraditional players. This environ-
ment presents new risks for banks, par-
ticularly in relation to the digital world,
with big-tech companies and nimbler
entrants threatening profitability and
making the regulatory direction less
clear.

This underscores the need to cre-
ate both regulatory and management
frameworks that strike a balance be-
tween allowing for change and inno-
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By adopting adaptive operating
models, innovation-friendly risk
frameworks, and a mindset that
treats change as constant, banks
can unlock upside opportunities
while reinforcing long-term trust
from stakeholders.

vation while ensuring financial sector
stability and protecting customers and
the public.

However, innovation in banking is
inherently challenging. Banks operate
within complex business models, rely
heavily on legacy core systems, and are
subject to intense regulatory scrutiny.
These challenges can be understood
through recurring paradoxes that banks
must continuously manage. The result-
ing tensions drive the need for banks
to have more adaptive and resilient
models.

MANAGING TECHNOLOGY RISK
IN A DIGITAL-FIRST ENVIRONMENT
Digital transformation efforts will ac-
celerate on multiple fronts during the
next five years as banks continue to
embrace widespread transformation
programs to meet shifting customer
needs, stay ahead of new competitors
and achieve operational excellence.
These efforts are closely aligned with
the BSP’s overarching digital trans-
formation strategy, which encourages
financial institutions to shift toward
digital-first banking to improve con-
venience, inclusion, and efficiency. At
present, major banking institutions
are actively integrating artificial intel-
ligence (AI) for fraud detection and
credit scoring, as well as blockchain
payment rails to streamline operations
and expand access to financial services.
Despite the significant opportunities
presented by digital innovation, cyber-
security and technology risks — includ-
ing risks associated with the design,
development, and deployment of digital
systems and infrastructure — remain
a top priority for banks. Bank leaders
continue to be confronted with the risk-
vs. opportunity paradox, particularly
around Al adoption: assessing whether
Al will introduce new and complex risks
or strengthen the bank’s ability to iden-

tify, manage, and mitigate risk more
effectively.

Recognizing both the promise and
the risks of innovation, regulators have
introduced measures such as the Fi-
nancial Services Cyber Resilience Plan
(2024-2029) to promote industry-wide
coordination, enhance defenses against
evolving cyberthreats, and safeguard
stakeholder trust.

Balancing innovation and growth
with trust, resilience, and regulatory
compliance is critical to long-term suc-
cess. Achieving this balance requires
banks to design and adopt innovation-
friendly governance frameworks, with
clearly defined risk limits, accountabili-
ties, and decision rights embedded di-
rectly into business-as-usual operations.

DUAL-TRACK TECHNOLOGY
TRANSFORMATION

Robust and reliable technology is es-
sential to enable successful banking
transformation and sustain continuous
innovation and growth. However, while
the adoption of new technologies is crit-
ical, core banking system disruptions
are unacceptable, given the “always
on, always available” nature of bank-
ing services and the sector’s reliance on
uninterrupted operations to maintain
customer trust, financial stability, and
regulatory compliance.

Banks operate within highly com-
plex and interconnected environments,
often reinforced by legacy core bank-
ing systems that are deeply embedded
in critical business processes. Beyond
managing vast volumes of sensitive
customer and transaction data, impor-
tant business services depend on legacy
platforms, layered architectures, and
extensive policy frameworks. These
interdependencies heighten the risk
that system changes, upgrades, or mi-
grations may disrupt critical services,
making transformation initiatives par-
ticularly challenging.

Philippine banks are increasingly
adopting a dual-track approach to tech-
nology transformation, balancing the
need to protect mission-critical legacy
systems while simultaneously deploy-
ing new digital capabilities.

Under this model, banks deploy
new digital tools to enhance existing
systems through familiar channels and
interfaces, minimizing disruptions to
day-to-day operations and reducing
change risks for both customers and
employees. Similarly, legacy technology
can be “wrapped” with new features,
functionality, and AI-based user experi-

ences without exposing the institution
to the operational and regulatory risks
of full system replacement — a key con-
sideration in the Philippine regulatory
environment.

BUILDING FUTURE-READY TALENT

As technologies continue to evolve at
pace, banks must ensure their talent
keeps up to sustain transformation mo-
mentum. People are at the core of suc-
cessful transformation; hence, banks
need to continuously upskill their work-
force to adopt emerging technologies.

According to the Global Bank Risk
Management Survey 2024, the APAC
region faces the most significant chal-
lenges in attracting and retaining
cybersecurity talent. Digital growth
across the region is accelerating faster
than talent development, resulting in a
widening skills gap. In the Philippines
and other emerging markets, there is a
strong foundation of technical talent,
but capability gaps remain due to limit-
ed exposure to advanced cybersecurity
roles, enterprise-scale environments,
and governance, risk, and regulatory
frameworks.

Over the next five years, risk profes-
sionals anticipate the need for more
specialized skill sets across both the first
and second lines of defense to address
increasingly complex and fast-evolving
risks. Bank leaders must therefore pro-
actively define the skills required for
the future and implement a deliberate
strategy to develop and acquire these
capabilities while continuing to retain
and strengthen expert talent in core
areas.

Workforce shifts are inevitable. As Al
tools increasingly meet basic analytical
needs and automate routine tasks asso-
ciated with traditional risks, teams are
expected to move from today’s pyramid
(with more workers in junior roles) to
tomorrow’s diamond shapes (with more
senior-level specialists with stronger
judgment, domain expertise, and deci-
sion-making capabilities).

As this transition accelerates, leaders
must also address widespread concerns
about AI’s potential to replace jobs.
Successfully navigating this shift will
require clear communication, targeted
upskilling, and a strong focus on re-
deploying talent toward higher-value
activities.

DRIVING ORGANIZATIONAL
ADAPTABILITY

While technology enables transforma-
tion, its success in financial institutions

ultimately depends on people and effec-
tive leadership. While investments in
digital platforms, cybersecurity tools,
Al, and data analytics are critical, their
impact will remain limited unless or-
ganizational culture, leadership be-
haviors, and ways of working evolve in
parallel. Transformation success ulti-
mately lies in how people think, act, and
collaborate.

As Philippine regulations increasing-
ly focus on technology risk, cyber resil-
ience, data governance, ESG, and Al, the
ability of banks to adapt is being tested
beyond traditional compliance capabili-
ties. Meeting these demands requires
not only new tools and frameworks,
but also greater agility, judgment, and
cross-functional collaboration across
the organization.

To succeed, leaders must enable
people to work adaptively, experiment
creatively and think differently. People
and teams may need convincing that
continuous improvement is a require-
ment for long-term success and that
while change is difficult, its long-term
benefits far outweigh the short-term
disruption it creates.

SUSTAINABLE GROWTH THROUGH
TRUSTED INNOVATION

As banks continue to pursue growth
through rapid digital innovation, main-
taining trust and resilience is more
critical than ever. The industry’s path
forward will be shaped by how effective-
ly it manages the inherent paradoxes
of innovation: adopting new technolo-
gies while protecting mission-critical
systems, building future-ready skills
while retaining core expertise, and driv-
ing continuous change without eroding
confidence among customers, regula-
tors, and stakeholders.

By adopting adaptive operating
models, innovation-friendly risk frame-
works, and a mindset that treats change
as constant, banks can unlock upside
opportunities while reinforcing long-
term trust from stakeholders.

This article is for general information
only and is not a substitute for profes-
sional advice where the facts and circum-
stances warrant. The views and opinions
expressed above are those of the authors
and do not necessarily represent the views
of SGV & Co.
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