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T he 2015 economic forecast for the
Philippines is mixed. The outlook is
no doubt the result of the many

challenges the country has had to face in the
past year. From natural disasters, including
Typhoon Yolanda, to man-made calamities,
such as worsening traffic jams and port
congestion, the Philippines has not had an
easy time. But despite these setbacks, the
country’s growth prospects are generally
positive, and its credit ratings have been
upgraded to investment grade status. 
Government and policy-makers can do a

lot to keep economic indicators in the black,
by re-focusing on improving the transparency
and stability of rules, and getting regulators to
modernise their perspectives.
For many years, the Philippines has been

trying to instill pro-foreign investment
policies. Just this year, Republic Act 10641
was passed to allow foreign banks to acquire
up to 100% of the voting stock of an existing
domestic bank, an increase from the
maximum foreign equity ownership of 60%
set 20 years ago. The country has no choice
but to seek the benefits of opening its
economic doors. With the Asean (Association
of Southeast Asian Nations) integration
deadline drawing near, the Philippines must
continue implementing measures under its
commitments to the Asean Economic
Community and for the country to benefit
fully from economic integration.
But even as the Government tries to

implement a more open and global
imperative, some laws, or their interpretation
and implementation, appear to be heading in
the other direction. In a fairly recent Supreme
Court case, the tribunal’s discussions appear
to question an ownership structure based on
the control test that is provided for in the
implementing rules of the Foreign
Investments Act, favoured in a series of

administrative opinions, and which many
enterprises engaged in partially nationalised
activities have relied on. This Supreme Court
decision has decidedly confused these issues,
and is a cause for concern for existing and
prospective foreign investors.
While there are discussions on amending

the Philippine Constitution to modernise
restrictions on foreign equity ownership, they
are getting embroiled in political issues, such
as the question of a second term for the
President. However, there is clearly a need to
revisit at least some of these restrictions, such
as that on mass media. With internet
borderless transactions, and almost limitless
access to foreign content becoming more
pervasive, the rationale for the decades-old
100% Filipino ownership requirement for
mass media has disappeared. But recent SEC
opinions on the use of websites appear to say
that only 100% Filipino-owned companies
can own and operate websites since these
disseminate information to the public (see,
for instance, SEC-OGC opinion 14-06), a
reading that the agency could not have
meant. It is up to regulators to ensure that
laws remain resilient, practical and useful, as
the country enters a new year. 
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International Financial Law Review
For 30 years IFLR magazine has covered
significant developments in the law of
international finance.  It is essential reading
for banking, corporate and private practice
lawyers.  IFLR partners with local experts
to provide its international readers with
concise briefings on the latest develop-
ments in the jurisdictions they operate in.
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International treaties update M&A annual review Lessons from Detroit bankruptcy

O’Malia on CFTC extraterritoriality
Isda’s new chief says rules must be reassessed  

Will Basel III prevent another crisis?
Opinion is split on the framework’s effectiveness

FEMR cannot prevent misconduct
The limits to regulating wholesale markets

Thirsty for change
Can electronic trading revive secondary market bond liquidity?
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