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EXECUTIVE SUMMARY1 

1. This technical note, prepared based on the Financial Sector Assessment Program (FSAP) 

mission to the Philippines, presents the overview of retail payments in the country and assesses 

its various aspects against relevant international standards and guidance.  The assessment covers 

twelve thematic areas, which include (1) public and private sector commitment; (2) legal and regulatory 

framework; (3) governance arrangements; (4) market competitiveness; (5) financial and ICT 

infrastructures; (6) risk management; (7) access points; (8) product design; (9) awareness and financial 

literacy; (10) leveraging large-volume recurrent payment streams; (11) payment systems oversight; and 

(12) cooperation and information sharing. 

2. The annual value of retail payments in the country could reach, depending on the 

estimation methodology, PHP 100tn; the majority of payments is made in cash and cheques. 

The share of cheques in the overall payment volumes and values is higher than in all other ASEAN 

countries for which data is available. According to the 2017 Global Findex, only 25% of the adult 

population made or received at least one digital payment in the preceding year; this share barely grew 

in comparison with the previous survey conducted in 2014. At the same time, rapidly growing mobile 

phone ownership coupled with the growth of e-money wallets and e-commerce platforms present an 

opportunity to overcome the past stagnation to boost financial inclusion and digitize the payments 

market. 

3. The authorities, including the BSP and government agencies, are committed to 

modernizing retail payments. On the other hand, those efforts at times lack coordination. There is 

no overarching strategy for the development of retail payments that would be endorsed by all 

significant public and private sector stakeholders. As a result, the government and businesses miss 

opportunities for creating synergies. Duplicate efforts and missed opportunities range from multiple 

disparate systems for handling various government payments and social security contributions, 

through the inactivity of the anti-trust authority in the area of excessive electronic payment charges, 

to the lack of coordination and strategic planning on leveraging public transportation payments to 

boost cashless economy. 

4. The legal and regulatory framework applicable to retail payments has seen substantial 

changes over the past year. The adoption of the National Payment Systems Act (NPSA; R.A. 11127) 

and the New Central Bank Act (R.A. 11211) has been a milestone for the BSP, formalizing its regulatory 

and oversight powers over payment system. However, the Implementing Rules and Regulations (IRR) 

enacted pursuant to the NPSA include only the Circular No. 1049 dated 9 September 2019 pertaining to 

the registration of operators of payment systems. As a result, many issues including fit and proper 

 

 
1 This was a two-step full FSAP with the WB mission and the joint IMF-WB Basel Core Principles (BCP) for Effective 

Banking Supervision assessment mission taking place during June-July, 2019, prior to the IMF missions. In addition, 

the WB mission and the joint IMF-WB BCP assessment mission predated the outbreak of the global COVID-19 

pandemic. The WB Technical Notes and the BCP Detailed Assessment of Observance have not been updated, but the 

FSA reflects the relevant policy reforms undertaken since the WB mission, and the findings and recommendations 

remain pertinent in light of the COVID-19 developments. 
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requirements, designation criteria and oversight standards are not codified. In addition to that, the e-

money regulations lack clarity on the treatment of customers’ funds in the event of issuer’s bankruptcy. 

5. With the issuance of the National Retail Payment System (NRPS) framework, as 

described by the BSP Circular No. 980, the Philippines has changed its retail payment systems 

governance structure. Some regulatory powers have been delegated to the Philippine Payments 

Management, Inc. (PPMI), as self-regulatory organization (SRO). On top of that, the framework assumes 

that for each retail payment system, rule-making and system design will be separated from the actual 

system operation; the former will be the responsibility of “Automated Clearinghouses” (ACH), while 

“Clearing Switch Operators” (CSO) will be in charge of the latter. ACHs will sign service level agreements 

(SLAs) with CSOs. The framework also requires that only one ACH is created for each “payment stream”. 

Although the adoption of the NRPS has indeed demonstrated the BSP’s focus on retail payment 

systems and has provided a stimulus towards their modernization, some open questions on the 

governance arrangements remain. It is unclear whether the SRO model will result in greater market 

competition, or whether it will entrench the oligopoly of the largest institutions. The division of 

responsibilities between ACHs and CSOs is not clear and such a separation may not be appropriate for 

all types of retail payments. There is also little clarity on how the process of procuring the services of 

CSOs by ACHs will be managed, and whether the ACHs will have sufficient capacity to steer it.  

6. Compared to other ASEAN countries, the retail payments market of the Philippines is 

less competitive. Prices of interbank credit transfers are one of the highest in the region. The market 

is concentrated; employees typically stick with the same bank that is used by their employers, which 

tends to be one of the largest institutions. In addition to that, unlike elsewhere in ASEAN, domestic 

funds transfers are typically more expensive than handling cheques or cash withdrawals. 

7. The lack of universal participation of financial institutions in the main domestic credit 

transfer systems (InstaPay and PESONet) is one of the most pressing challenges in the area of 

financial and ICT infrastructures. A number of commercial banks do not participate in InstaPay or 

PESONet; some of them, at this stage, allow their customers only to receive—but not yet to send—

payments. There is also limited participation among thrift and rural banks. Gaps in the ICT and 

telecommunications infrastructure of smaller banks are partially to blame—many rural banks lack 

reliable connectivity and have not implemented modern core banking systems. Know-Your-Customer 

(KYC) and onboarding processes in the financial sector will be streamlined and improved thanks to the 

establishment and rollout of the new National ID system (PhilSys); however, with the progressive 

attitude of the BSP to technological innovation, remote KYC has already been the reality for clients of 

a few banks and e-money issuers. 

8. Because of the lack of relevant IRR to the NPSA describing risk management standards 

applicable to payment systems operators, there is no uniform risk framework applied to retail 

payment systems. Operators so far have themselves determined the standards applicable to their 

systems, in some cases (e.g., BancNet), moving towards more stringent rules on participants’ liquidity 

risks and credit exposure. Overall, some risks persists, including the unavailability of intraday credit for 

the settlement of cheque clearing file; in some instances, not transmitting the full name of payments’ 

originator or recipient; the lack of coordinated business continuity testing (across multiple systems and 

participants) and the lack of a coordinated approach to the management of public key infrastructures.  
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9. Given its extensive networks of rural and thrift banks, the Philippines has managed to 

create a robust skeleton of access points around the country. It is complemented by rapidly 

growing numbers of e-money agents. However, a third of municipalities are still considered 

“unbanked”. The gap between the Philippines and the leading ASEAN economies is much more 

pronounced with respect to digital access points, such as point-of-sale (POS) terminals. Most banks 

have not launched mobile banking products, and online banking channels of many commercial banks 

are of restricted functionality. Finally, the uptime and reliability statistics for many of those access 

points remain unknown, although Bancnet has been monitoring the uptime of ATMs and POS 

terminals belonging to its network and shared the data with the BSP. 

10. Recent months have seen the launch of several innovative e-money and digital banking 

products. The leading payment service providers have launched several innovations, ranging from 

fully remote KYC and onboarding to QR-code P2P payments and lightweight merchant acceptance 

systems. However, some gaps to be filled remain, especially with respect to the products that target 

financially excluded populations. “Basic deposit accounts” are offered only by a limited number of 

banks; not all of them offer access to advanced digital payment products. The international remittance 

market is large and competitive, but still predominantly cash-based: it is often cheaper and faster to 

receive remittances in cash than to get them deposited to accounts or wallets. 

11. According to a 2014 survey, many Filipinos had only limited knowledge and 

understanding key financial concepts. The BSP and other authorities have therefore launched 

several financial literacy initiatives (Economic and Financial Literacy Week, financial literacy curricula 

for schools), although their effectiveness is yet to be measured. The BSP has issued a robust Financial 

Consumer Protection Framework and an accompanying alternative dispute resolution scheme. 

12. Many of government payment streams have been digitized. Civil servants, government 

contractors and pensioners receive their payments into bank accounts, while an increasing number of 

agencies can collect their fees, taxes or duties through online payment services. However, the 

government payments landscape remains complex and uncoordinated. Many entities enter into 

agreements with “Authorized Agent Banks” (AAB), precluding other institutions and their customers 

from making or receiving digital payments. The leading social safety net program disburses nearly half 

of its payments to ATM cards; however, these lack the full-fledged functionality of a transaction 

account. 

13. The BSP is in the process of building up a modern framework for retail payment system 

oversight. While the Payment Systems Oversight Department (PSOD) was established in 2018, 

detailed oversight regulations are yet to be enacted and published. Unavailability of timely and 

detailed data on payment systems’ operations is a challenge that will need addressing to ensure the 

high quality of off-site oversight. 

14. Retail payment systems are considered to be an issue that warrants multi-stakeholder 

collaboration, and several cooperative bodies have been involved with the issue. Retail payments 

are within the remit of banking associations, the Financial Inclusion Steering Committee and the 

Financial Sector Forum. However, the country lacks a body akin to a National Payments Council that 

could be a forum that gathers together payment system stakeholders belonging to different 
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categories: financial sector regulators, banks, non-bank financial institutions, payment system 

operators, government agencies and representatives of consumers and businesses. 

15. Based on the findings of the FSAP mission, this technical note recommends that the BSP 

and other stakeholder consider undertaking 48 actions. The most important of them are presented 

in the following table, while the complete set of recommendations can be found at the end of this 

note.
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Table of Key Recommendation (see Annex for full recommendations) 

# Recommendation By I/ST/MT2 

Public and Private Sector Commitment 

1.  BSP should consider drafting and adopting a formal strategy for the 

development of the retail payments market in the Philippines. 

BSP MT 

Legal and Regulatory Framework 

2.  BSP should enact remaining implementing rules and regulations 

(IRR) giving effect to the NPSA. 

BSP I 

3.  BSP should review the regulations on electronic money in 

MORB/MORNBFI to clarify the issues related to bankruptcy 

remoteness of consumers’ funds and their separation from 

operational funds of the issuer. 

BSP I 

Governance Arrangements 

4.  BSP may consider simplifying the NRPS framework by merging the 

roles of the “ACH” and the “CSO”. 

BSP ST 

5.  BSP should evaluate the long-term effects of the “one payment 

stream – one ACH” rule and provide a more detailed definition of 

what constitutes a payment stream. 

BSP ST 

Market Competitiveness  

6.  BSP should closely cooperate with the Philippine Competition 

Commission on facilitating competition in the sector and curbing 

anti-competitive behavior. 

BSP, PCC ST 

Financial and ICT Infrastructures 

7.  DICT, BSP and financial institutions should develop a strategy for 

extending broadband access to remote access points—agents and 

branches. 

DICT, BSP 

Financial 

institutions 

MT 

8.  BSP, PPMI and financial institutions should work together to ensure 

that all banks and e-money issuer have joined the major retail 

payment systems (PESONet and InstaPay). 

BSP, PPMI 

Financial 

institutions 

ST 

9.  BSP and PCHC should adjust the timing of the settlement of the 

CICS to enable member banks to avail of intraday liquidity support. 

BSP, PPMI ST 

10.  BSP and PPMI should implement a direct debit system, a request-

to-pay service, or both. 

BSP MT 

Risk Management 

11.  BSP should expediently develop regulations concerning risk 

management standards applicable to operators of retail payment 

systems, including those covering operational risk, business 

continuity and cybersecurity. 

BSP I 

12.  BSP should intensify monitoring numbers and rates of erroneous, 

rejected or returned payments in each of the designated retail 

payment systems. 

BSP ST 

13.  BSP should establish the sectoral CERT for Philippine financial 

institutions. 

 

BSP ST 

 

 
2 I: Immediately; ST: Short term = less than 1 year; MT: medium term = 1-5 years 
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Access Points 

14.  BSP should encourage thrift and rural banks to make better use of 

its access point networks to promote digital payments. 

BSP MT 

15.  BSP and financial institutions should promote low-cost acceptance 

solutions and agent-based models. 

BSP 

Financial 

institutions 

MT 

Product Design 

16.  BSP should encourage migration of high-value cheque payments 

to PhilPaSS and PESONet. 

BSP ST 

17.  BSP should review the impact of its regulations on basic deposit 

accounts. 

BSP ST 

Consumer Awareness and Financial Literacy 

18.  BSP should continue to use moral suasion to put pressure on 

financial institutions to decrease prices of payment services 

BSP MT 

Leveraging Large-Volume Recurrent Payment Streams 

19.  Government agencies and departments, the SSS and the GSIS 

should allow G2P payments to be sent to all duly licensed banks 

that participate in PESONet. 

BSP, SSS, GSIS, 

government 

departments 

MT 

20.  DSWD should implement its plans to provide P4 beneficiaries with 

a full-fledged transaction account, including facilities to receive, 

transfer and store funds from and to any source. 

DSWD MT 

Payment Systems Oversight 

21.  BSP should expediently enact the payment systems oversight 

framework. 

BSP 
I 

22.  BSP should extend the scope and frequency of data collection from 

payment systems and their participants. 

BSP I 

Cooperation and Information Sharing 

23.  BSP and other stakeholders should consider the establishment of a 

National Payments Council or a similar cooperation body 

BSP ST 
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I. INTRODUCTION AND METHODOLOGY 

1. This paper aims to present a succinct but comprehensive assessment of the most 

important aspects of the retail payments market in the Philippines. The scope of the assessment 

also includes an examination of the nascent fintech ecosystem, insofar as it relates to the provision of 

payment services or using retail payment services and accompanying infrastructure to build other 

value-added products. 

2. The assessment is a result of the Financial Sector Assessment Program (FSAP) mission to 

the Philippines, undertaken by a World Bank team3 between June 3 and June 18, 2019. The 

mission team has met a wide range of the national payment system stakeholders, which included the 

Bangko Sentral ng Pilipinas (BSP), universal, commercial and rural banks, non-bank financial 

institutions, representatives of payment schemes, remittance service providers, operators of clearing 

and switching infrastructures, industry associations and individual businesses. Beyond the information 

gathered in those meetings, this report also builds upon the analysis of industry data provided by the 

BSP and other ASEAN central banks, as well as the World Bank and IMF data sets, including the Global 

Findex, the Global Payment Systems Survey (GPSS) and the Financial Access Survey. Its conclusion 

should be interpreted in conjunction with the finding of the parallel technical note focusing on the 

assessment of PhilPaSS—the BSP-operated Real-Time Gross Settlement (RTGS) system. 

3. The methodology of this assessment builds upon the global standards and best practices 

adopted by international bodies with a payment system remit. In particular, three documents have 

guided our work: (1) the World Bank’s Guide to Developing a Comprehensive National Retail Payments 

Strategy; (2) the Payment Aspects of Financial Inclusion (PAFI) framework, jointly developed by the 

World Bank and the Committee on Payments and Market Infrastructures (CPMI), as well as (3) the Bali 

Fintech Agenda of the World Bank Group and the International Monetary Fund. 

4. The Developing a Comprehensive National Retail Payments Strategy document 

describes the key principles that a modern, competitive retail payments market should follow. 

They include (1) market transparency, adequate protection of payers’ and payees’ interests and cost-

effectiveness; (2) reliable underlying financial, communications and other types of infrastructure; (3) 

sound, predictable, non-discriminatory and proportionate legal and regulatory framework; (4) 

 

 
3 This was a two-step full FSAP with the WB mission and the joint IMF-WB Basel Core Principles (BCP) for Effective 

Banking Supervision assessment mission taking place during June-July, 2019, prior to the IMF missions. In addition, 

the WB mission and the joint IMF-WB BCP assessment mission predated the outbreak of the global COVID-19 

pandemic. The WB Technical Notes and the BCP Detailed Assessment of Observance have not been updated, but the 

FSA reflects the relevant policy reforms undertaken since the WB mission, and the findings and recommendations 

remain pertinent in light of the COVID-19 developments. The FSAP team covering payment systems and financial 

market infrastructures comprised Nilima Ramteke (Senior Financial Sector Specialist, World Bank) and Karol Karpinski 

(Financial Sector Specialist, World Bank), working under the guidance of the mission chief, Ilias Skamnelos (Lead 

Financial Sector Specialist, World Bank), and the deputy mission chief, Valeriya Goffe (Senior Financial Sector 

Specialist, World Bank). 
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competitive market conditions, with balance between competition and cooperation; (5) appropriate 

governance and risk management practices; and (6) effective oversight by public authorities. 

5. The PAFI framework describes “foundations” of a national payment system that fosters 

financial inclusion, as well as the “catalytic pillars”, which drive access and usage of digital 

payments products. The foundations comprise (1) public and private sector commitment; (2) legal 

and regulatory framework; and (3) financial and ICT infrastructure. The catalytic pillars include, in turn: 

(4) transaction account and payment product design; (5) readily available access points; (6) awareness 

and financial literacy; and (7) leveraging high-volume recurrent payment streams. 

6. The Bali Fintech Agenda, being the most recent of the guidelines referenced in this 

document, focuses on the role of new technologies and disruptive business models in stable and 

inclusive financial systems. At its core are twelve elements that should guide policymakers, regulators 

and standard-setting bodies in approaching fintech: (1) embrace the promise of fintech; (2) enable 

new technologies to enhance financial service provision; (3) reinforce competition and commitment to 

open, free and contestable markets; (4) foster fintech to promote financial inclusion and develop 

financial markets; (5) monitor developments closely to deepen understanding of evolving financial 

systems; (6) adapt regulatory framework and supervisory policies for orderly development and stability 

of the financial system; (7) safeguard the integrity of financial systems; (8) modernize legal frameworks 

to provide an enabling legal landscape; (9) ensure the stability of domestic monetary and financial 

systems; (10) develop robust financial and data infrastructure to sustain fintech benefits; (11) 

encourage international cooperation and information sharing; and (12) enhance collective surveillance 

of the international monetary and financial system. 

7. Despite their partial overlap, all three sets of guidelines are highly relevant to the retail 

payments market in the Philippines. While the Developing a Comprehensive National Retail 

Payments Strategy guide covers the most important aspects of creating competitive retail payments 

markets, the Philippines’ need to foster financial inclusion necessitates the reference to PAFI. The 

entrance of fintech companies into the retail payments space—as payment service providers, 

infrastructure operators or system participants—makes the Bali Fintech Agenda timely and topical. 

8. This technical note, therefore, will examine diverse aspects of the retail payments market 

in the country and assess alignment with the high-level guidance presented in the 

aforementioned publications. It is organized thematically, with this introductory chapter followed by 

the second chapter, comprising the high-level overview of retail payments in the Philippines. The third 

chapter contains the assessment of the retail payments landscape in the areas of (1) public and private 

sector commitment; (2) legal and regulatory framework; (3) governance arrangements; (4) market 

competitiveness; (5) financial and ICT infrastructures; (6) risk management; (7) access points; (8) 

product design; (9) awareness and financial literacy; (10) leveraging large-volume recurrent payment 

streams; (11) payment systems oversight; and (12) cooperation and information sharing. 
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II. OVERVIEW OF RETAIL PAYMENTS IN THE 

PHILIPPINES 

9. The BSP, following international standards and practices, considers the term “retail 

payments” to denote all payments: (1) which are not directly related to a financial market 

transaction; (2) where settlement is not time-critical; (3) where at least one party is not a 

financial institution; and (4) at least one party—payer or payee—is not a direct participant of 

the payment system that processes the payment. In practical terms, this translates into cash and 

non-cash payments of the following types, based on the classification of the payer and payee: 

o Person-to-Person (P2P). Those payments to a large extent comprise of domestic and 

international remittances. However, they also include occasional purchases of goods and 

services (e.g. purchase of a second-hand car), as well as settlement of informal obligations (e.g. 

friends splitting a bill after dining out). 

o Person-to-Business (P2B). This stream of payments primarily consists of purchases of goods 

and services, either at a physical point of sale or remotely, for example through e-commerce 

platforms. Payments to financial institutions form a special case and could include installments, 

loan repayments or deposits into saving accounts or electronic wallets.  

o Person-to-Government (P2G). Much of the P2G stream consists of tax payments. However, 

there will be also cases of non-tax obligations such as customs duties, social security 

contributions, fines and penalties. Moreover, the government may also be a provider of goods 

and services such as housing, health and education and collect service charges (e.g. fees for 

motor vehicle registration or driver’s licenses) in a manner similar to P2B payments. 

o Business-to-Person (B2P). This category comprises salaries, wages and other benefits. It may 

also include other types of payments such as insurance payouts, refunds and payments for 

second-hand goods, property or rights purchased by businesses from individual. 

o Business-to-Business (B2B). The B2B stream of payments generally involves payments of 

invoices covering purchase of supplies, business services or capital goods. 

o Business-to-Government (B2G). Payments from businesses to the government include—just 

as in the case of individuals—taxes and fees, customs duties, fines, as well as payments for 

goods and services purchased from government agencies, such as commercial property. 

o Government-to-Person (G2P). Payments of the salaries of civil servants, as well as other 

persons remaining in government employment, are one of the main categories of this stream 

of payments. Equally important are payouts of social protection allowances and benefits. Some 

of the other types of payments of this type include tax refunds, court settlements and other 

benefits and allowances, such as scholarships. 
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o Government-to-Business (G2B). Payments from the government to businesses are mostly 

related to the procurement of goods and services needed by government agencies to perform 

their functions. In addition to that, they may involve tax or customs duties refunds, targeted 

subsidies or court-mandated payments. 

o Government-to-Government (G2G). Payments between different government entities may 

involve subsidies (for example, from the central government to local government units), as well 

as remittance of taxes and fees collected by one agency to the general revenue account. 

10. Because of the scarcity of data, the precise size of the retail payments market in the 

Philippines remains unknown. However, several data sources can at least enable us to put a lower 

bound at the aggregate value of different streams of retail payments. 

11. According to a conservative estimate, based on the combination of 2015 and 2017 data, 

the annual value of retail payments in the Philippines exceeds PHP 23.7 trillion (178% of the 

2015 GDP in current prices; see Table 1). Business-to-business payments account for nearly half of 

that amount, with the person-to-business stream occupying the second place at 19%. Unfortunately, 

even indicative data on the volumes for each of the payment streams are not available; based on the 

experiences from other markets, one can estimate that P2B and G2P payments—typically of relatively 

low value per payment—may be generating the largest volumes. 

12. The actual value, however, is much higher, although still likely to remain below PHP 100 

trillion. The main streams of payments that have remained unrecorded by official statistics (or 

recorded, but not published) are: 

o Reorganization of own funds by individuals or businesses (transfers between different 

accounts held in the name of the same owner—either within the same institution, such as 

from current to savings accounts, or across different institutions). This may be particularly 

pertinent for the Philippines because many individuals and businesses tend to have multiple 

accounts. 

o Transfers between individuals within the same household. This involves, for example, payments 

between spouses or parents and children—none of those are captured by the Family Income 

and Expenditure Survey. With the average household size exceeding four persons, the 

aggregate volume and value of such payments may be significant. 

o Intra-enterprise and intra-government transfers. Similar to reorganization of own funds, those 

payments may relate to transactions between different organizational units of the government 

and businesses, and as such are not visible in public finance statistics or the Annual Survey of 

Philippine Business and Industry. 

o Payments made and received by high earners. While household surveys and other demand-side 

research are meant to capture data representative of the entire population, richest residents 

often refuse to respond to surveys or do not disclose all of their expenses.  
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o Payments made and received in connection with unregulated activities. While national accounts 

statistics are meant to cover the entirety of the economy, including unregistered businesses, 

lower response rates are expected from informal business, their employees and owners. 

Table 1: Approximate values of the main streams of retail payments in the Philippines 

Stream 
Estimated annual 

value 
Data source Year 

P2P4 PHP 1,090,913m Family Income and Expenditure Survey5 2015 

P2B PHP 4,486,954m Family Income and Expenditure Survey 2015 

P2G PHP 27,041m 
Detailed Report on Bureau of Internal Revenue 

Collections6 
2015 

B2P PHP 1,526,805m Annual Survey of Philippine Business and Industry7 2015 

B2B PHP 11,420,779m Annual Survey of Philippine Business and Industry8 2015 

B2G PHP 1,777,326m 
Detailed Report on Bureau of Internal Revenue 

Collections 
2015 

G2P PHP 1,274,870m 

2018 Budget 

 

Social Protection Review 

and Assessment 

2017 

G2B PHP 1,748,871m 2018 Budget 2017 

G2G PHP 387,559m 
Detailed Report on Bureau of Internal Revenue 

Collections 
2015 

Total PHP 23,741,118m   

 

  

 

 
4 Including inward cross-border remittances 

5 Cash Receipts Support etc. from Abroad, Cash Receipts Support etc. from Domestic Source, Rentals Received from 

Non-Agri Lands etc., Total Received as Gifts 

6 Individual Taxes on Net Income and Profits, excluding the sub-items Withholding on Wages and Withholding at 

Source 

7 Compensation 

8 Other Expense 
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Figure 1: Share of different payment streams (by value) in the Philippine retail payments 

market 

13. Data on the payment instruments and channels used by consumers and businesses in the 

Philippines is far from complete, allowing to draw only limited conclusions about market trends. 

The authorities so far only collected information about interbank credit transfers cleared through the 

two deferred net settlement (DNS) systems (InstaPay and PESONet); off-us credit card transactions and 

off-us ATM withdrawals with debit cards. Currently, reporting templates are being updated to account 

for all electronic transactions, including on-us payments. 

14. According to the BSP supply-side data, the sum of the annual values of cheque 

payments, interbank credit transfers and card payments in 2018 exceeded PHP 43 trillion. The 

discrepancy between this sum and the demand-side estimates described earlier can be sourced to the 

lack of data on a number of payment streams, but also to the possibility that cheques are frequently 

used for non-retail transactions (including payments between financial institutions, especially rural and 

thrift banks). The average value of a cleared cheque is PHP 235,199 ($4,582), which suggests significant 

usage of high-value cheques. 

15. Despite the introduction of PESONet and InstaPay—interbank credit transfer systems—

cheques dominate the payments landscape. In 2018, they made up 35% of all processed retail 

payments by volume and 96% of them by value.9 According to either criterion, the Philippines are the 

most cheque-dependent economy among ASEAN countries for which data are available (see Figures 

 

 
9 Source: BSP response to the FSAP questionnaire. 
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2 and 3). The value of processed cheques grew by over 10% between 2016 and 2017, and by over 12% 

between 2017 and 2018—in both cases exceeding the nominal GDP growth rate. This contrasts with 

countries such as Malaysia or Singapore, where the volume and value of cheque payments have been 

actually falling. One can thus tentatively conclude that so far electronic credit transfers, card or e-

money payments have been more often treated as substitutes of cash, or each other, rather than of 

cheques. 

16. Demand side data demonstrates that the penetration of digital payments is far from 

universal. According to the 2017 Global Findex data, only 25% of adult Filipinos have made or received 

a digital payment in the twelve months preceding the survey (Figure 4). Not only was it one of the 

lower shares among ASEAN countries, but also the growth of between 2014 and 2017 was rather slow 

– as compared to, for example, Thailand, where the share doubled over the same period.  

17. The low adoption of digital payments is largely the consequence of low account 

ownership — only 34% of adults are account owners. Despite an extensive network of branches of 

rural and thrift banks, 41% of the unbanked reported financial institutions being too far away as one 

of the reasons for their lack of accounts, which is the largest percentage in ASEAN. 53% quoted the 

high cost of financial services as another reason. While formal employment remains one of the chief 

motivators for account opening, only 28% of wage recipients receive them into their accounts. The 

same is valid for government benefits and transfers: only 26% of their recipients use financial institution 

account for this purpose. 

18. Despite growing popularity of e-commerce, cash on delivery remains the most 

prominent payment method—according to the 2017 Global Findex data. Just 3% of adults—as 

compared to 25% in Malaysia and 50% in Singapore—have used the internet to pay bills. 95% of payers 

of utility bills pay them in cash only. Although 21% of adult Filipinos own a debit card, only 4% used it 

to make any purchase. Despite large volumes of domestic and international remittances, most of them 

are sent and received over the counter. 
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Figure 4: Percentage of adults that made or received at least one digital payment. Source: 

2017 Global Findex 
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III. ASSESSMENT OF THE RETAIL PAYMENTS 

LANDSCAPE IN THE PHILIPPINES 

A. Public and Private Sector Commitment 

19. The Philippine authorities are highly committed to advancing the digital payments 

agenda. Recognizing the importance of retail payments for financial inclusion and fostering of a digital 

economy, the BSP committed to bringing the share of electronic retail payments in the total payments 

volume to 20% by 2020. To that end, the central bank has issued numerous regulations, circulars and 

other communications, which will be further analyzed in subsequent parts of this paper. The BSP, 

however, has also been exercising moral suasion, emphasizing the importance of modernizing 

payment services to all entities it supervises through a variety of formal and informal channels. In 

general, payments market participants unequivocally praise the BSP’s favorable approach to retail 

payments, demonstrated through progressive and proportional regulatory actions. 

20. Retail payments occupy a prominent place in the 2015 National Strategy for Financial 

Inclusion10, endorsed—beyond the BSP—by multiple ministries, government agencies and other 

public bodies. The strategy in particular commits to promoting “an inclusive and efficient retail 

payment system that will catalyze the use of electronic payments”. It also vows to “promote 

interoperability in technology-based solutions taking into account applicable standards and 

international good practices”. 

21. With the respect to the e-commerce industry, the Philippines Department of Trade and 

Industry has developed and published the 2016-2020 Philippine E-Commerce Roadmap. The 

Roadmap aims at achieving the target of the e-commerce sector contributing 25% of the GDP by 2020 

and identifying the existence of safe, efficient and accessible digital payments as one of the key 

prerequisites for the growth of the industry. 

22. The commitment is shared by the private sector. Representatives of commercial banks, 

payment service providers and industry associations have agreed on the criticality of boosting the 

retail payments market and have been undertaking their own outreach and awareness efforts. A 

number of technically advanced market participants have organized into more specialized entities, 

such as the Fintech Alliance.  

23. On the other hand, the development of the National Payment System has not been 

guided by a single strategy document agreed between the BSP and other stakeholders. While 

the National Retail Payment System (NRPS) framework has been treated as a de facto strategy as far 

as retail payments are concerned, it has not specified a long-term vision of the system, responsibilities 

 

 
10 BSP. 2015. "National Strategy for Financial Inclusion" 

http://www.bsp.gov.ph/downloads/Publications/2015/PhilippinesNSFIBooklet.pdf 
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of a wider array of stakeholders and the main investment needs, as well as the sources of financing for 

such infrastructural investments. 

B. Legal and Regulatory Framework 

24. The legal framework for retail payments in the Philippines is underpinned by two main 

legal acts: the National Payment Systems Act (R.A. 11127) and the New Central Bank Act (R.A. 

11211). Both were enacted very recently: the former in October 2018 and the latter in February 2019, 

becoming effective, respectively, in December 2018 and in the early 2019. 

25. The New Central Bank Act (NCBA) formalized the role of the BSP as the payment systems 

regulator and overseer. The modified Section 3 of the NCBA speaks of exercising “regulatory and 

examination powers over … payment system operators” and specifies that the BSP “shall oversee the 

payment and settlement systems in the Philippines, including critical financial market infrastructures”. 

Moreover, the Act introduces bankruptcy remoteness of collateral on all loans and advances extended 

by the BSP. 

26. The National Payment Systems Act (NPSA) codifies the key definitions pertaining to 

payment systems and the powers of the BSP in relation to the market and its participants. It 

clarifies the right of the BSP to operate its own payment systems, introduces the concept of 

designation, as well as the notion of “Payment System Management Body”—the self-regulatory 

organization (SRO) charged with creating and enforcing payments industry standards. 

27. In addition to the NCBA and the NPSA, a separate law—the Philippine Credit Card 

Industry Regulation Law (R.A. 10870)—governs the issuance of credit cards. The provisions of the 

Act, however, are mostly related to the consumer credit aspects of credit card business, rather than 

the issues related to payment processing. 

28. The two Republic Acts are complemented by implementing rules and regulations 

including: memoranda and circulars of the BSP. BSP rules and regulations are generally organized 

and codified in two “manuals”: the Manual of Regulations for Banks (MORB) and the Manual of 

Regulations for Non-Bank Financial Institutions (NORNBFI). Typically, issuance of BSP circulars results 

in the insertion of new sections into either manual, or in amendment of existing ones. The most 

significant regulations so far adopted include: 

o Circular No. 649 on the Issuance of Electronic Money 

o Circular No. 808 on the Guidelines on Information Technology Risk Management for All Banks 

and Other BSP Supervised Institutions 

o Circular No. 900 on Operational Risk Management 

o Circular No. 942 on Money Service Business Operations 

o Circular No. 980 on the Adoption of National Retail Payment System Framework 
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o Circular No. 1000 on the Guidelines on the Settlement of Instant Retail Payments 

o Circular No. 1033 on the Amendments to Regulations on Electronic Banking Services and Other 

Electronic Operations 

o Memorandum No. M-2018-012 on the Guidelines on the National Retail Payment System 

(NRPS) Key Principles and Specific Rules Applicable thereto 

o Memorandum No. M-2018-026 on the Availability of InstaPay and PESONet in all existing 

electronic delivery channels 

o Circular Letter No. CL-2018-005 on the Philippine Payments Management, Inc. 

29. In essence, entities or institutions that are offering payment services include banks, non-

bank financial institutions (NBFIs)11 and other electronic money issuers12.  Each of them may 

register as e-money issuers (EMIs). However, the EMI registration is separate from the obtaining of the 

primary license and the BSP has the right to refuse its approval, even if the primary license remains 

valid. Beyond e-money issuance, regulated activities include other “money or value transfer services”, 

defined by the Circular No. 942 as “financial services that involve the acceptance of cash, cheques, 

other monetary instruments or other stores of value and the payment of a corresponding sum in cash 

or other form to a beneficiary by means of a communication, message, transfer, or through a clearing 

network”. Importantly, the “money or value transfer services” also include “Remittance Platform 

Providers”, defined as “any entity that provides a shared or common platform/IT infrastructure and 

maintains settlement accounts in order to provide funds for remittance transactions within its 

network.” 

30. However, banks and EMIs must obtain a separate permission to offer “Electronic 

Payment and Financial Services” (EPFS). In accordance with Circular No. 1033, these are defined as 

“products or services offered … to enable customers to receive payments or initiate financial 

transactions and other related services through an electronic device such as a computer, mobile phone, 

ATM or other devices”. The regulations distinguish between “basic EPFS”, allowing merely “receipt of 

funds or access to information” and “advanced EPFS”, which involve initiation of transactions. 

31. The BSP Circular No. 1049, issued in September 2019, mandates that all “operators of 

payment system” obtain a Certificate of Registration from the BSP. The circular includes a very wide-

ranging definition of an operator of payment systems, which includes entities that: 

a. “Maintain the platform that enables payments or fund transfers, regardless of whether the 

source and destination accounts are maintained with the same or different institutions”; 

 

 
11 Including Money Service Businesses 

12 EMI-Other, which refers to non-bank non-financial institutions authorized to issue e-money. 
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b. “Operate the system or network that enables payments or fund transfers to be made through 

the use of a payment instrument”; 

c. “Provide a system that processes payments on behalf of any person or the government”; 

d. and [perform] “such other activities similar to the foregoing, as may be determined by the 

Monetary Board”. 

32. Regulations do not limit the access to retail payment systems to banks only. Direct access 

to clearinghouses and switches is granted on the basis of objective criteria rather than institutional 

standing. While currently only banks (including thrift and rural banks) have been granted access to 

settlement accounts (Demand Deposit Accounts—DDA) with the central bank, the New Central Bank 

Act extended the possibility of offering this service to non-banks, subject to the BSP’s decision and 

requirements. 

33. Since 2017, the BSP has permitted agent banking arrangements. The Circular No. 940 

(Guidelines on Deposit and Cash Servicing Outside of Bank Premises) permits third parties appointed 

by banks to perform cash-in and cash-out transactions, as well as to accept account opening forms, 

receive loan application and perform KYC checks. Non-bank remittance businesses and EMIs are 

similarly permitted to appoint agents by Circular No. 942. The principal remains fully liable for agents’ 

acts and omissions. 

34. Electronic and remote customer onboarding is permitted by regulations. A number of 

market participants have been permitted to perform the onboarding process without the need for any 

physical presence at branch or agent locations. In this case, the KYC process consists of the 

combination of the verification of uploaded scans or photographs of identification documents, and of 

further confirmation through live video chats. This is in accordance with the Circular No. 1022 of 26 

November 2018, which allows the use of ICT in onboarding as long as measures are in place to mitigate 

the risk of money laundering and financing of terrorism, and the entire procedure is documented. 

35. The BSP oversight powers over payment systems have been made explicit in the NPSA, 

and the NCBA bestowed upon it the power to subpoena any documents, data, electronic 

evidence or other relevant records. Nonetheless, the BSP has not yet issued more detailed 

regulations specifying the instruments of oversight and oversight expectations applicable to different 

classes of payment systems. The work on developing the formal oversight framework has commenced 

and the document is expected to be finalized later in 2019. 

36. While there are no specific regulations pertaining to fintech issues, both the BSP and the 

industry consider the existing legal framework sufficient to support innovation in financial 

services. Compared to other ASEAN jurisdictions, the regulatory regime in the Philippines is 

comparatively light-touch, and the central bank operates what amounts to a de facto sandbox regime, 

where certain innovative products and services are first approved by the regulator individually on a 

case-by-case basis.  
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37. Overall, the legislation and regulations have established sound fundamentals for a 

modern national payment system, while at the same time refraining from imposing rules and 

obligations that would stiffen innovation, reduce competition or impose protectionist 

measures. Nonetheless, some challenges remain; these can be organized into three broad categories: 

(i) the lack of coverage of certain issues by laws and regulations in effect; (ii) provisions that appear 

redundant, overly complex or unnecessarily burdensome; and (iii) restrictions that may be lacking a 

sufficient public policy justification, especially with respect to some detailed provisions of the NRPS 

framework. The following paragraphs will highlight some of the concerns. 

38. Definitions used in the NPSA do not differentiate between payment systems performing 

clearing and settlement functions, and payment services offered directly to end users. The 

regulatory framework refers to both as “payment systems”. While this is not in itself problematic, it 

may create further hurdles in regulation and oversight, as different risk profiles of each of those 

activities will necessitate applying different rules and standards. Moreover, the definition of 

“participant” used in the law (“the operator, issuer, service provider, or any person involved in the 

payment system other than the end-user”) differs from the usual practice, where operators or third-

party service providers are not deemed system’s “participants”. 

39. The first part of the Implementing Rules and Regulations (IRR) to the NPSA, the Circular 

No. 1049 on the Rules and Regulations on the Registration of Operators of Payment Systems, 

was issued in September 2019. It should be noted that the definition of the operator of a payment 

system applied in the circular is very extensive. According to its Appendix 1, “operators of payment 

systems” would include payment schemes (“sets rules by which payments can be made”), bill 

presentment services (“receives payment for or on behalf of sellers of goods”) or messaging services 

akin to SWIFT. This seems to be more far-reaching than the NPSA definition of the operator as “any 

person who provides clearing or settlement services in a payment system or defines, prescribes or 

maintains the operational framework for the system”. More importantly, covering activities that are so 

different under the umbrella of a single regulatory category may be not conducive to effective licensing 

and supervision. In other jurisdictions, payment service providers (such as online payment gateways or 

bill presentment services) and service providers to payment systems and financial market 

infrastructures (such as messaging providers) are clearly distinguished from payment system 

operators, as their risk profiles are significantly different. Finally, further regulations are yet to be 

drafted, including those covering: 

o Criteria for payment system designation and, if applicable, different classes of designated 

payment systems. 

o Oversight expectations applicable to designated and non-designated payment systems. 

o Risk management framework to be applied. 

o Consumer protection and dispute resolution guidelines. 

According to the BSP, the work on the above will be finalized once the inventory of the existing 

payment systems in operation, as prescribed by the Circular No. 1049, is completed. 
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40. The regulations on electronic money issuance (as laid down in the Circular No. 649) are 

not clear on the bankruptcy remoteness of e-money float. The circular merely specifies that liquid 

assets shall be kept in one of the following forms: (i) bank deposits; (ii) government securities; and (iii) 

“such other liquid assets as the BSP may allow”. It also requires the relevant records to be made 

available for the inspection by the BSP. It does not force the issuer, however, to create a trust or any 

other legal form that would prevent the loss of funds in the event of the issuer’s insolvency. While the 

circular states that the bank deposits should be “separately maintained” and the government securities 

should be “set aside”, it does not offer further guidance on what arrangements are exactly considered 

to constitute such separation. 

41. E-money regulations also do not differentiate between limits for different types of 

wallets (such as personal, merchant or agent wallets), although custom limits may be applied as 

per individual decisions of the BSP. While market participants have so far not indicated that it poses 

a problem, transaction limits, such as the maximal aggregate monthly load of PHP 100,000 ($1952)—

as prescribed by the regulations—may be insufficient for some agent and merchant activities. Although 

ad-hoc decisions on different limits for qualified e-money issuers solve the problem, the lack of a more 

comprehensive framework may make the supervision and oversight by the BSP more time- and 

resource-consuming. 

C. Governance Arrangements 

42. Governance of retail payment systems in the Philippines has been significantly 

overhauled. The old system, characterized by light-touch regulation from the central bank’s side, has 

been replaced by the National Retail Payment System (NRPS) framework, which puts some constraints 

on the development of retail payment systems and intends to build on the idea of “coopetition”—the 

balance between cooperation and competition between market participants. 

43. The NRPS framework, established by the BSP Circular No. 980, is built on two basic 

premises: (i) self-regulation of the payment industry and (ii) separation of payment schemes 

and payments processing. The first is achieved by creating the legal concept of a “Payment System 

Management Body”, a self-regulatory organization (SRO) bestowed with powers of enacting industry 

regulation (subject to the BSP approval) and enforcing compliance with them. In accordance with the 

Circular Letter No. CL-2018-005, Philippine Payments Management, Inc. (PPMI) has been recognized 

as the payment system management body. The latter—separation of scheme and processing—would 

consist of splitting the management of each payment system into two parts: rule-making, performed 

by “automated clearinghouses” (ACH), and operations, performed by “clearing switch operators” 

(CSO). 

44. The key concept of the NRPS—automated clearinghouse (ACH)—has been assigned a 

meaning that differs from the common international understanding of that term. The Committee 

on Payments and Market Infrastructures (CPMI) defines “clearinghouse” as “a central location or central 

processing mechanism through which financial institutions agree to exchange payment instructions or 

other financial obligations”—and most countries tend to apply the name “ACH” to payment systems 

that handle account-to-account credit transfers or direct debits. On the other hand, the NRPS uses the 
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term “ACH” to refer to the legal agreement between participants in a multilateral clearing arrangement, 

but not to the underlying IT and messaging infrastructure that makes clearing and settlement possible. 

In many countries, the latter meaning would be conveyed by the term “payment scheme”, which this 

paper will use interchangeably with “ACH”. 

45. In the NRPS framework, two or more banks or other financial institutions may form an 

“ACH” (a payment scheme). Subsequently, the “ACH” would appoint a CSO to provide clearing and 

settlement services on behalf of the members. Some restrictions apply: each “payment stream” can be 

covered by only one “ACH”, and each “ACH” can only sign an agreement with a single CSO (although 

one CSO can service multiple “ACHs”). Formation of an “ACH” would have to be approved by the PPMI. 

The framework requires that all “ACHs” settle in central bank money through the RTGS system 

operated by the BSP (PhilPaSS).  

46. With the introduction of the NRPS, the BSP intended to make the retail payments market 

more competitive and to amplify the voices of smaller market participants and non-bank 

payment service providers within the governance framework. The Circular No. 980 names other 

objectives such as: (i) enabling interoperability; (ii) fostering innovation and new business models; (iii) 

promoting fair access to payment systems; (iv) facilitating the provision of a wide range of payment 

products; and (v) making relevant information on retail payment system available to concerned 

stakeholders. 

47. The NRPS framework is still evolving, and a number of questions remain open-ended. 

Firstly, the framework has so far been made operational only with respect to the credit transfer 

(PESONet) and instant credit transfer (InstaPay) schemes. Secondly, the arrangement between the 

“ACHs” and the clearing operators is of temporary nature—the Philippine Clearing House Corporation 

(PCHC) has been retained as the CSO for PESONet and BancNet named as the CSO for Instapay for the 

interim period of two years, while the PPMI and market participants decide on the criteria for CSO 

choice and contracting modalities. 

48. The aims of the NRPS are commendable and the introduction of the framework has been 

a significant milestone in modernizing the Philippine payments market; on the other hand, some 

of the arrangements that have been put in place might not succeed in advancing those 

objectives. The most salient challenges are: 

o The definition of “payment stream” is ambiguous. The Circular No. 980 defines them simply 

as payments “of similar nature or which create similar risk profiles”, but the understanding of 

this definition, as the FSAP mission has found, differs between across stakeholders. Based on 

the statements from the BSP and the PPMI, it seems that the authorities contemplate founding 

new “ACHs” for e.g. government collections, QR-code-based payments or cross-border 

payments.13 Consequently, it seems that—depending on the context—“ACHs” may be defined 

 

 
13 According to a response from the BSP, such new use cases will only warrant the creation of a new “ACH” if “the 

clearing and settlement processes supporting these services will differ in nature from the existing processes for either 
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based on characteristics as diverse as payment senders/recipients or the form factor of the 

payment instrument. This is, to some extent, the result of the heterogeneity inherent to the 

retail payments market. However, the consequences are more severe because of the “one 

stream – one ACH” principle: in essence, it means that for newly emerging payment 

instruments and channels, the registration of one “ACH” by one group of financial institutions 

will put a stop to the development of similar arrangements by other participants. It should thus 

be expected that many incumbents, especially those with a strong position within the PPMI 

and its committees, may seize this opportunity to engage in anticompetitive behavior. 

o The framework lacked clarity with respect to the division of labor between “ACHs” and 

CSOs. According to the BSP, such delineation of the responsibilities between the ACH-

Participant Group (PG) and the CSO has now been established. As the FSAP mission team was 

not able to review it, it remains to be seen whether the risks relating to overlapping (or 

abandoned) responsibilities have been fully mitigated. 

o The framework covers mostly questions related to clearing and settlement 

infrastructures, leaving open the question of regulation and management of ancillary 

infrastructures. At this point, an increasing share of payments-related infrastructure does not 

play a direct role in the clearing and settlement process. Token service providers for card 

number tokenization and token lifecycle management, name-check services, systems for the 

management of payment mandates and requests-to-pay, aliasing directories or services—all 

of them are examples of such infrastructural services whose role in the NRPS framework is 

ambiguous, as it is not clear whether they would comprise the responsibility of the “ACHs”, the 

CSOs or would remain entirely outside the scope of the framework. 

o The lack of clarity on the arrangement for selecting and contracting CSOs for the “ACHs” 

may have an adverse effect on the investment in the sector. Switching operators will be 

reluctant to invest in software, network infrastructure or research and development if they are 

not certain of long-term commitment (since because of the “one “ACH” – one CSO” principle, 

they essentially face being driven out of business if they fail to secure an SLA contract with at 

least one “ACH”).  

o The multiplicity of payment system management entities, policies and regulations may 

in itself create a barrier for smaller or less capable market participants. According to the 

current regulatory framework, a new entrant would have to perform the following activities to 

be able to offer modern payment services: 

▪ Obtain the primary license (bank, NBFI or money service business) from the BSP 

▪ Obtain the license/approval to become an e-money issuer (if applicable) from the BSP 

 

 
PESONet or InstaPay”. However, the process for determining such “material differences”, and the criteria to be used, 

are still not clear across stakeholders. 
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▪ Obtain the permission to offer electronic payment and financial services from the BSP 

▪ Become a member of the PPMI 

▪ Become a member of the applicable “ACHs” 

▪ Sign a Service Level Agreement (SLA) with the CSO servicing the applicable “ACHs”. 

Each of those activities involves license or membership fees and an application process. While 

large payment service providers will have knowledge and resources to quickly conclude each 

of those steps, this may not be the case for small institutions such as rural or thrift banks. While 

the PPMI has made numerous concessions to smaller institutions, such as lower fees or 

simplified documentary requirements, the administrative burden caused by a large number of 

entities payment systems’ participants have to engage with is still substantial. 

49. As the experiences of other jurisdictions show, setting up a governance structure based 

on an SRO may conserve the market status quo rather than disrupt it. SRO-style arrangements 

have been put in place in countries such as South Africa and Australia—and in both cases the retail 

payments market, even though highly-developed and innovative, remained concentrated in the hands 

of a few large banks. On the other hand, jurisdictions that have seen major upheavals by non-bank 

payment service providers or challenger banks—such as India or the United Kingdom—left the 

regulation of the market to an assertive public authority, such as the central bank or an independent 

anti-trust agency. The NRPS framework can be seen as a step in the right direction with respect to 

giving voice to previously unrepresented stakeholders.14 At the same time, the institutions with the 

largest clearing volumes represent the biggest constituency on the PPMI board (seven out of fifteen 

seats), while there are only two BSP-nominated independent directors. One may therefore expect that 

the largest institutions and their representatives will use their power to ringfence the status quo. 

50. The model adopted by the Philippines is probably most similar to the arrangement from 

the Republic of South Africa, but there are significant differences. Both countries have opted for 

an SRO-led model and the separation of rule-making from system operations (the South African 

equivalent of “ACH” was named “Payment Clearing House” – PCH). However, the limitation of “one 

payment stream – one ACH” is not present in South Africa; in effect, South African affiliates of Visa, 

Mastercard, American Express and Diners Club each maintain their own PCHs for their respective card 

schemes. Participants in a single South African PCH can also use multiple clearing operators to clear 

transactions (though each of them still must be preapproved by the SRO). In the European Union, the 

arrangements for credit transfers, instant credit transfers and direct debits processed within the Single 

Euro Payments Area (SEPA) are somewhat similar. The European Payments Council, as an SRO, has 

been charged with the development of “scheme rulebooks” for each of the payment instruments. 

However, each financial institution is free to choose their own “clearing and settlement mechanism” 

 

 
14 According to the PPMI bylaws, two members of the board will be nominated by the BSP, three by 

universal/commercial banks, one by thrift banks, one by rural banks and one by a non-bank e-money issuer, while 

seven will be distributed on the basis of clearing volumes across payment streams. 
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(CSM), such as participation in an automated clearinghouse, a decentralized bi- or multilateral clearing 

and settlement arrangement or an intra-group clearing and settlement arrangement. 

D. Market Competitiveness 

51. Payments in the Philippines are relatively expensive, as compared to global and ASEAN 

levels. Despite that, the costs of access to infrastructure are very low15, which suggests that the 

monopoly premium or cartel-like arrangements may be the reasons for the current pricing levels. 

Moreover, compared to neighbors such as Singapore, Malaysia or Thailand, the Philippines is marked 

by delays in adopting a number of payment service innovations or new technologies.16 

52. Interbank domestic fund transfer fees in the Philippines are the highest in ASEAN, at 

least among the countries for which the data is available. Table 2 presents the average prices for 

interbank credit transfers, using the fastest retail payment system available and for payment 

instructions initiated through online or mobile banking, collected from the three largest banks of each 

country. Not only are Philippine institutions the most expensive ones in absolute terms; they also make 

payment by cheques most advantageous in relative terms (the cost per one cheque is 6% of the cost 

of a single InstaPay or PESONet transfer).  

Table 2: Average pricing of payment services by largest financial institutions in selected 

ASEAN countries. Source: World Bank research 

 Domestic funds transfer Cheque book issuance and cheque processing 

Philippines $2 $0.12 

Indonesia $0.36 $0.14 

Lao PDR $1.72 Nav 

Malaysia $0 $0.21 

Singapore $0 $0.15 

Thailand $0 $0.49 

Vietnam $0.86 $0.43 

 

53. On the other hand, the pricing of inward international remittance services is 

comparatively inexpensive; in Q2 2019 the cost of sending the equivalent of $200 to the 

Philippines decreased below 3% for most of the large-volume remittances corridors. Thanks to 

a highly competitive market with a large number of participants, sending money to the Philippines 

from countries such as the United Arab Emirates, Singapore or Australia is significantly cheaper than 

transferring funds from those same countries to ASEAN neighbors such as Indonesia, Malaysia or 

Vietnam (see Table 3). 

 

 
15 As evidenced by the charge of PHP 1 ($0.019) per transaction levied by InstaPay and PESONet 

16 For example, card tokenization, third-party payment initiation through APIs or more widespread contactless 

payments. 
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Table 3: Cost of sending the equivalent of $200 to ASEAN countries across the main 

remittance corridors in Q2 2019. Source: Remittance Prices Worldwide, World Bank 

 From Singapore From the UAE From Australia From the US 

Philippines 2.94% 2.98% 5.02% 4.68% 

Indonesia 3.32% 4.86% 6.58% 7.06% 

Malaysia 4.75% - 10.28% - 

Thailand 5.16% - 8.94% - 

Vietnam - - 6.99% 4.48% 

 

54. High prices of domestic credit transfers are unlikely to be justified by high costs incurred 

by banks and other payment service providers. While it is true that smaller institutions may have to 

commit to sizeable technology investments in order to integrate with the PESONet and InstaPay 

systems, this is unlikely to be the case for large institutions, which are originators and recipients of the 

largest share of payments. It may be more likely that the high fees are of more punitive character, 

aiming at discouraging transferring funds outside the financial institution and thus depriving it from 

the potential float revenue. As interest rates and their spreads are considerably higher in the 

Philippines than in neighboring countries (see Table 4). 

Table 4: Interest rates and spreads in ASEAN countries, 2018. Source: International Monetary 

Fund 

 Deposit interest rate Interest rate spread 

Philippines 3.1 3.0 

Indonesia 6.1 4.4 

Malaysia 3.1 1.8 

Myanmar 8.0 5.0 

Singapore 0.2 5.2 

Thailand 1.3 2.9 

Vietnam 4.7 2.7 

 

55. The current pricing of payment services creates direct incentives for the use of cash. Most 

banks offer free ATM cash withdrawals and deposits, at least for in-network ATMs. Consequently, for 

many transfers—such as P2P payments between individuals living or working close to one another—

withdrawing cash, handing it over in person and having it deposited by the recipient with their own 

bank will be the cheapest method—slightly less expensive than dealing with cheques and much less 

expensive than credit transfers. 

56. The payments market is highly concentrated. Half of the cheque payments by volume are 

received by the four largest banks. PESONet and InstaPay payments are even more concentrated, with 

top three institutions responsible for over 50% payments. In addition to that, the state-owned Land 

Bank of the Philippines is responsible for the majority of government disbursements and collections. 
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57. Overall, competition on the individual retail banking market is rather limited. Most 

Filipinos bank with the institution chosen by their employer for corporate banking; payroll 

disbursement is considered to be part of the corporate package, and so far salaries have been paid 

out mostly through on-us transfers within a single institution rather than through PESONet.17 As a 

result, e-money issuers and challenger banks position themselves as a “second relationship bank” that 

retail customers would retain in addition to their primary account in one of the “Big Three”. 

58. The market for merchant acquisition is similarly concentrated. However, many merchants 

prefer to maintain agreements with multiple institutions at the same time, motivated by the need to 

tap into “installment deals” that large banks offer. In essence, commercial banks market consumer 

credit products that allow their customers to pay for the purchase of consumer goods in installments 

with low or zero interest rates; however, such arrangements can only be processed if the purchase was 

registered as an on-us transaction using the bank’s own POS terminal.  

59. While merchant discount rates remain at a level that is significantly higher than in North 

America, Europe or Singapore, card-accepting businesses so far have not indicated it as a barrier 

for their growth. It is likely that this stance is related to the fact that it is still mostly higher-margin 

businesses located in urban areas and catering to more affluent clientele that accept card payments, 

either through POS terminals or online. While no systematic data has been collected on the level of 

MDRs and interchange fees, the market seems to be dominated by blended rates ranging from 2.5% 

to 4.5%, depending on the acquirer and the merchant’s profile and size. While all transactions (POS 

and ATM) with domestically-issued debit cards can be routed through the BancNet network and 

processed at a very low service fee and no interchange, the market has not been active in promoting 

this option and passing the savings on to the merchants. 

60. Low-cost acceptance of electronic payments is mostly limited to e-money (digital wallet) 

providers. Particularly the two largest providers—PayMaya and GCash—have invested in the 

expansion of their merchant networks, in some cases significantly decreasing merchant fees. On the 

other hand, commercial, universal, rural and thrift banks do not seem to be interested in dramatically 

expanding their acquirer businesses to smaller, price-sensitive merchants. 

61. The growth in the number of non-bank e-money issuers (from 7 in 2017 to 14 in 2019), 

such as wallet providers, has highlighted other competition concerns. While they have been 

permitted to join the two payment systems within the NRPS framework (PESONet and InstaPay), they 

still have to rely on commercial banks to hold their customers’ float and to conduct settlements in 

PhilPaSS. Only a limited number of commercial banks have the capacity to act as a sponsor bank for 

such EMIs; there have been concerns that competition on this market is insufficient and charges levied 

by banks on EMIs are higher as compared to neighboring jurisdictions. Direct access to settlement 

accounts in PhilPaSS, which is now permitted by the NPSA and may be offered by the BSP in the near 

future, could be a remedy for some of the EMIs. 

 

 
17 Even if we were to assume that every single PESONet transfer were a payroll transaction, the total would barely 

exceed 20-25% of the estimated economy-wide total payroll expenditure. 
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62. The Philippines has only recently enacted modern competition legislation and 

established an anti-trust authority. The country was one of the last ASEAN jurisdictions to have done 

so. The Philippine Competition Act (R.A. 10667), passed in 2015, legally defined concepts such as 

“dominant position” and provided a catalogue of forbidden acts, such as anti-competitive agreements 

or abuse of dominant position. It has also created the Philippine Competition Commission (PCC), a 

quasi-judicial body with enforcement powers, which could impose fines of up to PHP 250m ($4.9m) 

for violations of the law. 

63. The Philippine Competition Commission has signed numerous memoranda of agreement 

(MOA) with other public bodies, including the BSP. The MOA with the central bank, effective since 

December 2017, included the commitment by both parties to monitor “pricing, mergers, acquisitions 

and other competition-related issues … [including] payment system arrangements”. Each party has 

also committed to promptly notifying the other of emerging anti-competitive behavior in the sector. 

64. The MOA is notable for including the payment system arrangements under its purview; 

nonetheless, it has not yet resulted in any enforcement action. The PCC has dealt almost 

exclusively with approving mergers and acquisitions (M&A) that meet statutory thresholds for 

notification, rather than investigating anti-competitive practices. Only five M&A decisions since the 

PCC’s founding have been related to the financial sector. All mergers and acquisitions have been 

approved, and in none of them has the commission made its analysis of the market or detailed decision 

rationales publicly available.  

65. The BSP generally does not consider competition regulation to be at the forefront of its 

regulatory mandate. While individual cases may be considered on their own merits, the central bank 

generally displays preference towards light-touch regulation and leaving the final outcomes to the 

market. Where relevant, it leans towards moral suasion—“naming and shaming”, rather than making 

use of its enforcement powers. For example, the issue of high pricing of domestic credit transfers has 

so far been addressed by instructing banks to set prices through a “reasonable market-based and 

transparent pricing mechanism” and collecting pricing information from each market participant and 

publishing it on the BSP website to provide consumer with comparison information and recognize 

good performers.  

66. The Philippines has not enacted any policies on net neutrality. Mobile network operators 

(MNO) are free to offer bundles of services, such as access to selected apps or websites, for free or at 

deeply discounted prices. Currently, none of the financial services providers enjoys such preferential 

treatment, as bundles marketed by the MNOs cover mostly messaging and social media apps 

(Whatsapp, Facebook, Instagram). 

E. Financial and ICT Infrastructures 

ICT and telecommunications 

67. Gaps in IT and telecommunications infrastructure are one of the most significant barriers 

to boosting digital payments and fintech in the Philippines. Much of it stems from natural 

conditions: the Philippines is an archipelago of over 7,000 islands, which presents unique challenges 

with respect to developing data transmission networks. Laying down underwater cables is expensive, 
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while difficult terrain may limit the propagation of wireless signal. As a result, the country lags behind 

its neighbors in the coverage and speed of the internet—fixed and mobile. According to OpenSignal 

May 2019 data, the average mobile download speed experience speed in the Philippines equaled 7 

Mbps. The availability of 4G network was observed 72.4% of the time, which was the lowest score out 

of all ASEAN countries for which data was available. However, fixed connections were even scarcer.          

68. Various efforts have been made to tackle the connectivity issue.  For example, UBX—the 

financial technology unit of the Union Bank of the Philippines—has been offering rural and cooperative 

banks the “i2i” cloud-based lightweight banking platform allowing out-of-the-box access to the basic 

retail payment systems (subject to the institutions clearing legal requirements and signing appropriate 

MOAs); twenty banks have so far been onboarded on the platform. However, gaps in network access 

mean that cloud-based infrastructures can only be an option for some of smaller banks and their 

branches. On the other hand, rural banks’ small sizes and their lack of IT capacity render the option of 

deploying sophisticated on-premise systems impracticable.  

Payment systems 

69. Retail payment systems in the Philippines comprise two local currency credit transfer 

systems (batch and instant payment), a cheque clearinghouse, card and ATM switch, as well as 

a local USD credit transfer system. There is no interbank direct debit system, although the BSP, 

together with market participants, is considering establishing one.  

Table 5: Transaction volumes and values across the main payment systems (off-us transactions 

only). Source: BSP 

Payment system Volume Value (PHP) 

2017 2018 2017 2018 

CICS 172,593,734 176,227,906 

(+2.1%) 

37,140,362,747,558 41,448,662,212,367 

(+11%) 

PESONet 707,839  6,064,846 

(+756%) 

105,358,555,870  805,635,152,371 

(+665%) 

InstaPay - 2,517,678  - 24,553,397,702  

EFTPOS payments 

(credit cards) 

161,212,355 173,031,373 

(+7.3%) 

637,205,762,372 720,494,613,158 

(+13%) 

Online payments 

(credit cards) 

44,016,450 47,424,439 

(+7.7%) 

114,830,567,523 147,923,789,603 

(+29%) 

ATM withdrawals 

(off-us) 

278,094,065 292,324,163 

(+5.1%) 

1,233,947,226,302 1,342,023,747,165 

(+8.8%) 

 

Check Image Clearing System (CICS) 

70. The cheque clearinghouse (Check Image Clearing System—CICS) is the most widely 

utilized retail payment system in the Philippines, processing cheques denominated in PHP. It is 

operated by the Philippine Clearing House Corporation (PCHC), which is incorporated as a private 

corporation whose shares are owned by commercial banks that are members of the Bankers 
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Association of the Philippines (BAP) in equal proportions. PCHC in 2015 finished the implementation 

of cheque truncation. Since then, all commercial and universal banks have deployed scanning 

equipment across their branches. So far, the “ACH-CSO” model has not been extended to the CICS 

and the PCHC is responsible for most of the material aspects of system operation and design. However, 

the BSP has indicated that an “ACH” for the CICS may be established later. 

71. Only banks—including thrift, rural and cooperative banks—can participate in the 

scheme. Membership of commercial or universal banks requires the purchase of corporation’s shares, 

which are currently valued at PHP 18.5m ($361,292). Membership by thrift banks generally requires a 

one-time fee of PHP 10m, whole smaller institutions such as rural and cooperative banks pay PHP 

500,000 and submit a PHP 1m security deposit. There are no tiered arrangements, and thus every 

participant, before joining the PCHC, must ensure that they have opened a Demand Deposit Account 

(DDA) with the BSP and participate in the RTGS system (PhilPaSS). Participation among commercial 

banks is nearly universal (93% of them are members of CICS; the only three that are not include two 

branches of foreign banks without significant retail operations and one bank—CIMB—that only offers 

digital channels and expressed preference for digital credit transfer systems). On the other hand, only 

68% thrift banks and 2% of rural and cooperative banks participate in the system. Technological and 

connectivity issues, as well as the cost of scanning equipment (estimated at $1000 per scanner) may 

be the most significant factors causing low adoption rates in the latter group. So far, three banks have 

experimented with allowing customers to scan cheques through the mobile app; all other banks 

require the physical check to be presented at the branch). 

72. Net clearing positions are calculated once a day and settled in the BSP-operated RTGS—

PhilPaSS. The clearing file is posted between 4.30pm and 4.45pm.  If the net obligation of a participant 

exceeds the balance available on the DDA account, the BSP advises the PCHC so that the process of 

manual unwinding can be started; there has been no case of unwinding since the launch of the new 

(truncation-based) clearing system in 2015. Participants cannot avail of intraday loan to cover their 

liquidity needs associated with cheque clearing, as the ILF window closes before the cheque clearing 

file is posted. Participants can still avail of collateralized overnight loans (“Overdraft Credit Line” – OCL), 

which subsequently may be converted into an “emergency loan”. 

73. Processing of cheque returns is distinct from the regular clearing process and involves 

back valuation of the settlement. Cheques can be returned daily between 2am and 8am on T+1. 

Subsequently, PCHC submits another “returns” clearing file to the RTGS, which is processed between 

8.01am and 8.15am, but back valued to T+0, in accordance with Section 802 of the MORB (“Settlement 

of both inward and outward items shall be value dated on the day the checks are originally presented 

to PCHC.”). The settlement arrangements and PCHC’s access to the RTGS are regulated by a MOA 

signed between the PCHC and the BSP. 

74. CICS does not require any member to post collateral to guarantee settlement. However, 

the regulations of the BSP (MORB Section 802) require that institutions that do not meet certain criteria 

(CAMELS rating of 3 or above; capital adequacy ratio of 10% or above; “no chronic reserve deficiencies” 

in the past year) in advance pledge collateral and obtain the “Overdraft Clearing Line” from the BSP in 
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the amount equal to at least 10% of their demand deposit liabilities, which can be drawn upon in the 

event of clearing losses. Failing that, their access to the system will be rescinded. 

75. Transaction statistics confirm the role of the cheque as the prominent retail payment 

instrument in the Philippines. Despite the emergence of new payment channels and instruments, 

neither volume nor value of processed cheques has decreased, both enjoying modest year-on-year 

growth (in the range of 2-3%).  On average, every day CICS processes 740,000 cheques valued at PHP 

174m. The payment flows are, however, concentrated, with the three largest participants responsible 

for 44% of incoming or outgoing payments by value. Cheque returns typically amount to 1.5-2.5% of 

the total by both volume and value. The main reasons for returns include insufficient funds on the 

account (52%) and the account being closed (34%). According to the PCHC, currently no patterns in 

returns have been observed that would suggest that any particular institutions are disproportionally 

affected.   

76. Regional distribution of processed cheques shows the domination of the Metro Manila 

region in the financial system. The capital accounts for 52% of originated cheques by volume and 

74% by value. This also demonstrates that the persistent popularity of cheques cannot be explained 

merely by the unavailability of financial access points or digital access channels, as Metro Manila is the 

area of the country with the highest saturation of both.  

77. Pricing of cheque processing may contribute to the dominant position of this payment 

instrument. While the PCHC fee—PHP 1—is equal to the processing fee charged by other electronic 

retail payment systems, the amounts charged to end users range between PHP 5 and PHP 50, which is 

lower than the prices charged for electronic transfers. Not only are there few economic incentives to 

use electronic payments, but in fact often there are strong incentives not to do so and to keep using 

paper-based instruments. 

PESONet 

78. PESONet is a PHP batch credit transfer system, with once-a-day clearing and settlement 

window. Relaunched as an “ACH” within the new NRPS framework, it originally operated as the 

“Electronic Peso Clearing System” (EPCS). As the CICS, it is operated by the PCHC, although—unlike 

the cheque clearing system—it permits the participation of non-banks.  

79. All types of banks and e-money issuers can become members of PESONet. However, e-

money issuers, who do not have access to DDAs with the BSP and cannot directly settle in PhilPaSS, 

have to conclude an agreement with a sponsor bank that will settle on their behalf. Further 

requirements include the membership in the PCHC, membership in the PPMI, obtaining a Bank 

Identification Code (BIC) from SWIFT, certificate of eligibility issued under the BSP Circular No. 1033, 

as well as the payment of a one-time fee of PHP 100,000 paid to the PCHC. Beyond the one-time fee 

and PPMI annual membership fees, there are no financial obligations imposed on participant other 

than the service charge of PHP 1 per payment. Participating institutions are also prohibited from 

levying any charges on incoming payments (“sender pays”). 

80. Participation in PESONet is not yet universal. There are 51 participants, among them 87% 

of universal and commercial banks (non-participants comprise exclusively Philippine branches of a 
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number of foreign banks); 24% of thrift banks and a non-bank e-money issuer (Coins.PH). No rural or 

cooperative bank has joined the system so far. According to the operator, onboarding of further 30 

institutions is to be expected later in the year. Unfortunately, the overall participation numbers do not 

fully reflect the availability of service to end users. For example, according to the January 2019 data, 

five banks—including many large institutions—merely allow their customers to receive PESONet 

payments, but not to send them. A substantial number allow only corporate banking users to initiate 

payments, with the service unavailable to individuals.18 Only 14 institutions (27%) allows individual 

customers to initiate PESONet transfers from the online banking application, while only ten (20%) 

include that functionality in the mobile app.  

81. PESONet clears once a day and settles in central bank money in PhilPaSS. The system is 

open and can accept incoming payment instructions 24/7. The cutoff time for incoming messages is 

4pm on every working day, at which point the clearing file is transferred to PhilPaSS and settled before 

5.45pm. Upon receiving settlement confirmation from the BSP, system participants should credit 

beneficiaries’ accounts within two hours and advise the system operator by 11pm on the status of 

transactions and potential payments to be returned (e.g. because of an error in account number). 

Unlike cheque clearing, there is no separate window for the settlement of returned items; reversed 

payments are simply cleared and settled in the subsequent clearing session (usually next day). PCHC 

and participants are considering the introduction of more clearing windows during the day.  

82. PCHC offers different methods for connecting to the system. Participants may avail of a 

web interface too over VPN or integrate directly with PESONet’s Web Services API, based upon the 

ISO 20022 messaging standard. The SWIFT network is not used (beyond following BIC codes as the 

addressing mechanism). 

83. There is no collateral requirement imposed on participants to guarantee settlement. If 

the balances on participants’ DDAs with the BSP are not sufficient to cover their net obligations, the 

unwinding procedure is introduced. For that reason, the system rules assume that no payment should 

be credited to the beneficiary account until the receipt of the settlement confirmation from the BSP. 

84. Some participants have experienced operational issues, mostly related to system 

endpoints. For example, in some instances participants were reported not to comply with the 11pm 

deadline on providing the status feedback on the payment and would only do so on the following day, 

or later. In other cases, error codes reported by institutions rejecting incoming payments did not 

conform to the specifications provided in the system rules.  

85. Transaction statistics demonstrate the rapidly increasing popularity of the system. 

Transaction volume grew by 54% between 2017 and 2018, while values increased over the same period 

by 46%. Payment traffic is concentrated; top three banks are responsible for 50% of outgoing payments 

 

 
18 Although many of those banks cater primarily to corporates, which explains why the service is not available to 

individuals, the access to PESONet through online banking is also limited to corporate customers of such large 

universal banks as BDO or RCBC. 
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volume, although the top senders in PESONet are not the same institutions that dominate cheque 

clearing.  

InstaPay 

86. InstaPay is the instant payments system launched in April 2018. It supports credit transfers 

up to an amount of PHP 50,000, which are supposed to be debited from and credited to customer 

accounts in real time, but are settled on deferred net basis. The system is the other of the two “ACHs” 

launched within the NRPS framework. It is operated by BancNet and requires prefunding in central 

bank money—participants are expected to deposit the amount of money equal to their net debit cap 

on a designated account with the BSP; transactions will be rejected if the cap is exceeded. Just as in 

the case of PESONet, InstaPay allows the participation of non-banks, which have to appoint a 

settlement bank to settle on their behalf in the RTGS. 

87. 42 financial institutions currently participate in InstaPay—more than double the number 

at launch in April 2018. Among those, 28 allows their customers to send and receive payments, while 

14 only support receiving payments. Out of universal and commercial banks, only 35% can send and 

receive InstaPay transfers, while further 11% can only receive them. For thrift banks, the participation 

shares equal, respectively, 24% and 14%. InstaPay has fully enrolled only one rural bank, while another 

two can receive incoming payments. The system currently includes three non-banks, one as a sender 

(GCash) and two as receivers only (OmniPay, PayMaya).  

88. Settlement in the system happens on prefunded basis, minimizing risks. Each participant 

needs to deposit an amount equal to its net debit cap on a separate settlement account (DDA2) 

maintained with the BSP. If an outgoing payment will cause the participant to exceed the limit, it will 

be rejected by the system. However, during the operating hours of the RTGS participant can freely 

move funds between their main PhilPaSS settlement account and the account designated for InstaPay 

settlement. During each working day, there are three designated settlement windows for clearing and 

settlement of transactions that occurred within each of the three designated period (8am – 12pm; 

12pm – 3pm; 3pm – 8am). The settlement of payments initiated during weekends or bank holidays 

occurs during the morning settlement window of the next working day. 

89. Participants connect to the switch through BancNet’s proprietary interbank network. 

InstaPay uses the ISO 20022 messaging standard. At this point, the operator has embarked on a 

modernization program for the clearing infrastructure, with the new software that will be implemented 

by April 2020 and has been delivered by Vocalink. The new switch will support, among other features, 

proxy addresses. Before that, InstaPay is planning to introduce a QR code standard for P2P payments 

(by August 2019) and follow up, at a later date, with merchant-presented QR codes and request-to-

pay (R2P) functionality. 

90. Since InstaPay was only launched in April 2018, it is not possible yet to analyze long- and 

medium-term trends in transactions values and volumes. While it experiences a very rapid growth, 

the absence of many financial institutions from the network means that payment volumes are still not 

significant as compared to cheque or card payments. 
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Philippines Domestic Dollar Transfer System (PDDTS) 

91. PCHC also operates and end-of-day netting clearing system for domestic credit transfers 

denominated in US dollars. The settlement occurs in commercial bank money at Citibank Philippines, 

where all system participants have opened settlement accounts. While USD-denominated payments 

remain important for some industries, PDDTS overall is not as significant as other retail payment 

systems due to low payments volume. On average, it processes 504 payments a day; out of 35 

participants (all commercial banks), four did not send—and 16 did not receive—any payment 

throughout 2018. 

Payment Application Secure System Version 5 (PASS5) 

92. The exclusive purpose of PASS5 is facilitating the collection of customs duties. Because 

of legacy architecture issues—the Bureau of Customs required additional information to be passed 

alongside payment messages in a particular format—those payments were not handled by any of the 

general-purpose retail payments systems.  

93. Only Authorized Agent Banks (AAB) designated by the Bureau of Customs participate in 

the system. The Bureau maintains an account with the BSP, which is considered to be one of the sub-

accounts of the Treasury Single Account (TSA) and operationally managed by the Bureau of Treasury. 

BancNet and ATM networks 

94. BancNet is the local ATM switch, which also processes POS debit card transactions. Nearly 

all issuers and acquirers of debit cards are connected to the system, which merged with or acquired 

the operations of two other domestic networks, thus becoming the nation’s only ATM and debit card 

network. BancNet logo is displayed on most debit cards issued in the country, although most are co-

badged with an international card scheme. 

95. The network has 122 member institutions, which include universal and commercial 

banks, thrift banks, rural and cooperative banks, as well as electronic money issuers. As a 

corporation, it is owned by 24 shareholder banks, each of them in possession of an equal number of 

shares. For its issuers and acquirers, it offers two basic membership arrangements: either the use of 

BancNet’s hosted card management and switching infrastructure, or connection of banks’ own on-

premise infrastructure to the network. All transactions processed by BancNet—both EFTPOS and 

ATM—are authorized online and confirmed by PIN entry. The switch is PCI-DSS-certified, and nearly 

all issuers and acquirers have completed the migration to the EMV standard.  

96. The system has one transaction cut-off per day; the clearing file is settled in central bank 

money in PhilPaSS. To minimize settlement risk, BancNet has enacted settlement risk framework, 

which require participants to provide collateral in the form of a security deposit (up to PHP 2m), a 

stand-by letter of credit from a highly-rated bank, as well as—in the case of BancNet shareholder 

institutions—their equity in the network. Transactions are monitored 24/7 and authorizations are 

automatically denied if the negative net position of a participant has exceeded the sum of pledged 

collateral. All types of collateral are considered based upon their face value. The network is considering 

expanding the types of permitted collateral to include bank guarantees and government securities; as 

part of this, it may introduce a collateral management system and haircut methodologies. While 



PHILIPPINES 

41 

members can prefund settlement by depositing additional funds when their net debit cap is exceeded, 

this is only possible during the operating hours of PhilPaSS, which increases the risk of disruption in 

payment processing on weekends, when the RTGS is closed but the volume of ATM withdrawals and 

POS transactions peaks. 

International card schemes 

97. Most credit and debit cards in the Philippines are issued with Visa or Mastercard 

branding. Nearly every universal or commercial bank is a member of either network. International card 

schemes were not directly licensed by the BSP, although the central bank now requires them to register 

as payment system operators under the Circular No. 1049. In addition to banks, non-bank e-money 

issuers have joined international schemes as both issuers and acquirers.  

Beep 

98. A closed-loop contactless card system—Beep—has been in operation on the basis of a 

public-private partnership to facilitate payments for public transport around Metro Manila. 

While initially limited to working with MRT and LRT trains, the scheme expanded to city buses, as well 

as FamilyMart convenience stores. Beep is planning on acquiring more merchants within the 

transportation sector and ancillary services (such as convenience stores at stations). Moreover, some 

issuers of payment cards have integrated Beep chip with their debit or pre-paid cards, allowing the 

card to serve dual purpose. 

99. Limited participation by financial institutions is one of the most pressing challenges 

facing payment systems in the country. Not a single of the retail payment systems has managed to 

secure participation—as both senders and receivers—of all commercial and universal banks, whereas 

the coverage of thrift, rural and cooperative banks remains minimal. This situation diminishes potential 

network effects, boosts the comparative advantage of cash and cheques, and makes closed-loop 

systems more appealing. Moreover, some commercial banks either have not made it possible to initiate 

PESONet and InstaPay transfers through all access channels (branch, online, mobile). 

100. Another challenge is posed by differences in operational reliability across different 

endpoints of the system. Notwithstanding the need for securing broad participation from various 

financial institutions, it is important that all participants commit to high quality of service and ensure 

that system downtime and transaction errors are minimized.  

101. The range of payment systems operated in the Philippine does not fully address the bill 

payments use case. While some providers have been using tokenized card-on-file arrangements for 

payments related to, for example, subscriptions, there is no system supporting direct debits or a 

“request to pay”. Consequently, bill payments are still relatively dominated by cheques or on-us credit 

transfers; to support the latter, many billers (such as landlords) maintain cash accounts with the largest 

3-4 commercial banks. The BSP is working on establishing an “ACH” in the NRPS structure that will 

cater for the direct debit and/or request to pay use case. 

National ID system (PhilSys) 

102. For many years, legal challenges had prevented successive governments from 

establishing a universal National ID scheme. Consequently, financial institutions had to rely on a 
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multitude of identification mechanisms to adequately perform the customer due diligence (CDD) 

process. The Unified Multi-Purpose ID (UMID—a card used by several government agencies for 

identification of users of their services), the Tax Identification Number card (TIN), PhilHealth card 

(public health insurance ID), driver’s licenses or barangay (local council) ID are examples of means of 

identification commonly used by financial services providers. However, the authenticity of 

identification documents is established exclusively through visual inspection—financial institutions 

have not been given access to systems and databases underpinning them. 

103. A single national identification system was finally established in August 2018 by the 

Philippine Identification System Act (R.A. 11055). The Philippine Statistics Authority (PSA) has been 

designated as the lead agency responsible for the implementation of the system known as PhilSys. 

PhilSys database will store biographical and biometric information of all citizens and resident aliens, 

who will be issued with a random ID number and a simple plastic card. In addition to that, the system 

is expected to support other form factors of the credential, such as a mobile ID stored on a smartphone, 

as well as the generation of ID tokens to be stored in other databases. According to government plans, 

PhilSys databases and business processes should be ready to commence registration by the end of 

2019, and universal ID coverage is expected by 2022. Unlike previous databases, the design of PhilSys 

takes into account the needs of third parties that would like to use its infrastructure in their CDD 

processes; the use of PhilSys’s online authentication functionality for onboarding of customers of 

financial institutions is expected to become one of the first use cases for the platform. PhilSys will be 

issued free of charge to Philippine citizens and is going to replace other government-issued credentials 

such as the UMID card. 

104. As the national ID system has not been yet implemented, payment service providers have 

relied on backstop measures. All major non-bank e-money issuers, as well as a few digitally-enabled 

banks, have launched remote onboarding service, where prospective customers are verified through 

scans of identification documents and video chat with a customer representative. Facial recognition 

technologies are used to flag and remove duplicates. 

105. In a separate development, the Bankers Association of the Philippines (BAP) is planning 

to launch a shared KYC registry. The inauguration of the database is planned for 2019; its aim is to 

allow customers that have passed the CDD with one institution to seamlessly transfer their KYC profile 

to another institution. Its utility with respect to individual customers may be limited if and when the 

coverage of PhilSys becomes close to universal, although the scope for information sharing on 

corporate KYC profiles may remain.  

F. Risk Management 

106. In the absence of a documented oversight framework—which is currently under 

development—there is no uniform risk typology and risk management standard that is applied 

to retail payment systems. While a number of directives on operational, legal or credit risk have 

become a part of the MORB/MORNBFI, it should be noted that neither manual directly applies to 

payment systems or payment system operators as such; the manuals’ provisions, therefore, contribute 
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to the management of risk at endpoints of systems, but are not a substitute for risk management at 

the system-as-a-whole level. 

107. The MORB/MORNBFI requires all banks and NBFIs (including e-money issuers) to enact 

a Risk Governance Framework. The BSP may declare institutions to be “simple” or “complex”, 

depending on their risk profile and dependency on IT infrastructure; institutions designed as “complex” 

are required to create a separate risk management function in its structure, whereas “simple” 

institutions may designate one of the existing departments as performing the risk management 

function. The framework should include, among others, plans for the management of IT, operational, 

credit, liquidity, AML/CFT, consumer protection and social media risks.  

Legal and compliance risk 

108. The main source of legal risks at the system level is the incompleteness of the 

implementing rules and regulations for the NPSA. The issue has been described in greater detail 

in previous parts of this paper; ultimately, the uncertainty about the licensing framework (beyond the 

operators registration under the Circular No. 1049), scope of permissible activities and reporting 

requirements may create the risk of litigation against existing payment systems operators or 

participants, as well as against the BSP itself. 

109. Risks associated with privacy and personal data protection are likely to emerge as the 

payments industry becomes more data-intensive. The country passed the Data Privacy Act (R.A.  

10173) in 2012, which led to the creation of the National Privacy Commission—an executive agency 

with the power to issue circulars, advisories and binding orders. The Act and its implementing rules 

and regulations apply to all sectors, although it does not apply to the collection and processing of data 

“to the extent necessary to comply with the Credit Information System Act and the Anti-Money 

Laundering Act. However, according to the Commission, the law needs to be followed for all other 

activities performed by banks and other financial institutions, which includes most payment services. 

While the largest institutions tend to comply with all provisions of the Data Privacy Act, including the 

appointment of a Data Protection Officer, conducting privacy impact assessments or developing a 

privacy manual, compliance has not been systematically tracked across the entire financial sector and 

it is possible that some institutions have lagged behind in applying those measures. 

AML/CFT risk 

110. The Philippines has embraced a risk-based approach to AML/CFT issues. While in general 

the regulations require that proper, preferably government-issued, identification documents are 

collected at account opening, this is not enforced with respect to financial inclusion products (basic 

accounts with limited balance and transaction limits). In this case, bank officers are given leeway to use 

any other methods they deem appropriate to establish the identity of the applicant.  

111. The practice of not passing—or checking—the name of the sender or beneficiary of a 

credit transfer may, however, pose AML or fraud risk. MORB/MORNBFI, while indicating that—as 

a normal practice—the personal information of the sender and recipient of payment should be 

included in the payment message, they permit it to be omitted, provided that the sending institution 

can furnish that information when enquired within three working days. According to another BSP 
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instruction, PESONet and Instapay participants are to process payments based on account number 

matching only. As a result, some financial institutions have reported receiving payment messages with 

missing originator details, especially with respect to over-the-counter bill payments made in cash in 

branches and subsequently forwarded to interbank retail payment systems. Importantly, central bank 

regulations treat domestic legs of international payments as purely domestic with respect to the name 

check requirements. 

Credit risk 

112. Most retail payment systems in the Philippines face limited credit risk, as systems do not 

extend any kind of credit to participants. InstaPay works on a pre-funded basis, where participants 

make ringfenced deposits in central bank money that form their net debit caps. PESONet and cheque 

clearing system rules stipulate that funds be only credited to accounts after settlement in central bank 

money has been effected; if any of the participants does not have the funds in the RTGS to cover its 

obligations, the unwinding procedure is activated. Credit risk remains a potential issue for Bancnet 

ATM and POS transactions, although it has been minimized by the introduction of debit caps and an 

ongoing implementation of a collateral management system.  

Liquidity risk 

113. With an increasing payment traffic, retail payment systems in the Philippines may face 

an increasing liquidity risk. Currently, all systems settle in central bank money in the RTGS, and banks 

have so far accumulated substantial reserves due to statutory requirements and their own preferences; 

they also have the access to intraday and overnight liquidity support. Liquidity risk management 

standards at the level of individual institutions are governed by the BSP Circular No. 981, which requires 

institutions to “effectively manage their intraday liquidity positions and risks in order to meet 

obligations on a timely basis under both normal and stressed conditions and contribute to the smooth 

functioning of payment and settlement systems”. However, liquidity exposures may be evolving as 

greater numbers of institutions, including non-banks, become participants of InstaPay and PESONet. 

In this context, it should be mentioned that the pre-funded operating model of InstaPay coupled with 

the constraint of operating hours of PhilPaSS may lead to transactions being rejected due to the lack 

of sufficient balance in the ringfenced RTGS account. With respect to PESONet, the fact that only one 

clearing session is scheduled during each day may lead to suboptimal use of liquidity as compared to 

multiple clearing and settlement windows. Finally, liquidity risk is increased by the settlement timing 

that bars the intraday liquidity facility in the RTGS from being used for transactions associated with 

cheque clearing—although participants requiring additional liquidity may still avail of overnight credit. 

General business risk 

114. The new NRPS framework may create the need for further mitigation and management 

of general business risk of retail payment systems. As payment system functions get split between 

“ACHs” and CSOs, the former will have to clarify responsibilities for identification and assessment of 

general business risk faced by the latter and its impact on operations and services, keeping in mind 

the possibility that pricing and other requirements of the “ACH” will adversely affect financial 

sustainability of the CSO. The detailed modalities of the ACH-CSO arrangements, which at this point 

remain unknown, will determine levels of general business risk stemming from ownership structure, 

investments and contractual obligations. 
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Currency risk 

115. Currency risk may become more significant for payment service providers as new cross-

border services earn their market share. This relates, for example, to Philippine acquirers of Chinese 

mobile wallets, who remit funds to merchants at T+0 and in local currency but receive funds from the 

wallet issuer offshore and in RMB. As a result, they will be exposed to currency risk, which will have to 

be adequately managed, in compliance with the provision of the BSP Circular No. 981 on foreign 

currency liquidity management.  

Operational risk and business continuity 

116. Endpoint IT security and applicable standards are included in the Appendix Q-59a-f of 

the MORB/MORNBFI; however, as stated before, these apply to participants and not directly to 

system operators.19 The rules require that supervised institutions include IT audit as part of their 

internal audit plans and secure “professional and organizational” independence of the staff charged 

with such duties. The IT audit program is required to contain (i) an audit plan, which covers at least 

twelve months; (ii) the risk assessment process followed; (iii) requirements for documentation and 

reporting, as well as (iv) mechanisms for follow-up actions in the wake of audit results. The BSP 

recommends that the standards of the Standards Board of the Information Systems Audit and Control 

Association (ISACA) should be followed, although it is not a strict requirement. With respect to IT 

security, the rules require the implementation of access controls (both physical and virtual) in 

accordance with the “least privilege” principle. Encryption should make use of “industry-accepted 

cryptographic solutions and implement sound key management practices”. A separate document 

describes the procedures that need to be followed while developing or acquiring new systems. 

117. Banks and NBFIs are allowed to make use of private or “community” (shared with a 

limited number of entities, such as other banks) cloud computing services after obtaining 

permission from the BSP. However, institutions adopting cloud-based infrastructure solutions are to 

implement more robust risk management systems and controls, which are individually specified in the 

permit issued by the central bank. 

118. Each financial institution should develop a business continuity management framework 

and conduct business continuity testing at least once a year. Any “operational risk events” that 

may result of have resulted in “significant losses or exposures, activation of the business continuity 

plan or any material change in business and operating environment should be reported to the BSP 

within ten calendar days from the discovery date. Reporting is similarly required for IT security 

incidents. The regulations require banks and NBFIs to set a recovery time objective (RTO) and a 

recovery point objective (RPO). For systematically important institutions, the BSP requires an RTO of 

no more than four hours from the point of disruption; for other institutions, the RTO should be driven 

by their business impact analysis as prescribed by the Circular No. 951. 

 

 
19 According to the BSP, operational risk policies that will apply to operators of payment systems will be addressed in 

the “second phase” of the NPSA IRR. 
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119. Specific IT security and operational risks related to payment products, as well as the 

guidelines with respect to their mitigations, are listed in the Appendix Q-59f of the 

MORB/MORNBFI. As with respect to other risk management guidelines, the rules are directly 

applicable only to banks and NBFIs, but not to system operators; the latter will be covered by the 

“second phase” of the NPSA IRR. Institutions have been directed to employ a number of anti-fraud 

measures, such as the requirement for the use of two-factor authentications for (i) enrollment in 

transactional e-services; (ii) payments and transfers to third parties; (iii) online remittance services; (iv) 

changes of personal information and contact details; and (v) e-commerce transactions. At the same 

time, the BSP waived this requirement with respect to low-risk transactions in accordance with an 

approved risk measurement methodology, transfers to predefined recipients and merchants, as well 

as transfers between different accounts with the same institution belonging to the same holder. 

Regulations also require ATMs to be equipped with anti-fraud features, such as anti-skimming devices 

and tamper-resistant keypads. Migration of card issuance, ATMs and POS to the EMV standard was 

required as of late 2017, and according to the authorities has now been largely completed. 

120. While the MORB contains some general principles that should be followed in managing 

institutions’ Public Key Infrastructure (PKI), the specifics are left to individual market 

participants. As a result, there are differences between institutions, and between payment systems, in 

their approach to certification. The BSP, for example, acts as a Certification Authority (CA) for PhilPaSS 

participants, and as a Root CA for the whole system (effectively meaning that the BSP self-certifies for 

RTGS purposes). There are also no instructions with respect to the standards that need to be followed 

in enabling access to account information or payment initiation services through Application 

Programming Interfaces (APIs). 

121. The Philippine government has boosted its capabilities in the area of cybersecurity by 

establishing a national CERT, managed by the Department of Information and Communications 

Technology (DICT). In the line with its operational plans, it is anticipated that sectoral CERTs would 

follow, including one for the Philippine financial sector, with the BSP as the lead party. The central bank 

has already held initial discussions on the topic with the banking industry; currently the Bankers 

Association of the Philippines is studying the issue further to delineate roles and responsibilities and 

draw the terms of reference for the industry’s involvement in the sectoral CERT. 

G. Access Points 

122. Access points coverage in the Philippines is limited by geography and access to 

connectivity, as well as by commercial considerations of payment service providers, many of 

which concentrate on more profitable urban markets. This is one of the reasons behind the 

Philippines trailing the leading ASEAN economies on some of access points indicators. 
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Figure 5: Number of branches of deposit-taking institutions and ATMs per 100,000 adults 

(2018). Source: IMF Financial Access Survey, national central banks 

123. Thanks to the large network of thrift and rural banks, the Philippines has seen an 

extensive coverage of the country with bank branches. As a matter of fact, measured by the 

number of branches per 100,000 adults, the country is covered more densely than Singapore, Malaysia 

or Thailand (Figure 5). While those branches are still concentrated in the Metro Manila region (Figure 

6), most communities nonetheless tend to be still within a commuting distance of a nearest rural bank 

branch. This is a major advantage that the country possesses, which can be leveraged as a stepping 

stone for financial inclusion. However, their effectiveness is limited by the limited range of payment 

services they offer and their limited participation in retail payment systems; in some cases, customers 

can only avail of cash-in, cash-out and loan origination services as their rural bank does not issue cards 

nor acquire merchants, does not issue nor accept cheques, and does not offer credit transfer services. 

124. Agent banking is emerging as an important complement of the branch network. Since 

the issuance of the BSP’s Circular No. 940 (Guidelines on Deposit and Cash Servicing Outside of Bank 

Premises), banks have been allowed to appoint cash agents that could perform deposits, withdrawals, 

assist with transfers and bill payments, as well as conduct KYC checks of new customers opening 

accounts. Based on preliminary data shared by the BSP, there are at least 7,000 cash agents across the 
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country. Agent banking will be particularly critical to the 533 cities and municipalities (out of 1634; 

33%) that, according to the BSP data, do not have any bank branch within their limits. Financial services 

are also provided by entities such as money service businesses, cooperatives and pawnshops, which 

may eventually become cash agents or agents of e-money issuers. Thanks to their reach, only 68 cities 

and municipalities currently do not have any financial access point (4.3%; down from 11.8% in 2015). 

125. The role of agents of e-money issuers is even more prominent. With over 60,000 agents 

nationwide (as of 2017), they have already surpassed branches and ATMs as the most widespread 

access point that allows cash-in and cash-out transactions. The numbers are estimated to have rapidly 

grown since then, driven by contracting large chains of convenience stores and other neighborhood 

locations. However, the availability of cash at agents’ locations varies; some of the wallet providers 

have implemented systems forecasting cash availability, allowing users of their mobile apps to find 

agents that could process their cash-out requests immediately or those that could fulfill it within a few 

hours or on the next day. 

 
Figure 6: Number of branches per 100,000 adults across regions of the Philippines (June 2018). 

Source: BSP 
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Figure 7: Number of ATMs per 100,000 adults across the regions of the Philippines (June 

2018). Source: BSP 

126. ATM coverage has been systematically improving, with the number of machines annually 

growing by about 5%. In 2018, the Philippines recorded 31 ATMs per 100,000 adults, which puts the 

country on par with Vietnam but significantly behind Malaysia, Indonesia, Thailand and Singapore. 

ATMs are also very concentrated within the metropolitan areas (Figure 6). While Metro Manila records 

88 ATMs per 100,000 adults, only two per 100,000 have been installed in the Autonomous Region of 

Muslim Mindanao (ARMM). Rural banks and e-money issuers, who could bridge the gap between 

regions, generally shy away from ATMs, which are considered too expensive, requiring too much 

energy, and being too cumbersome in servicing. Instead of them, those providers are planning to 

experiment with agents or POS-equipped “lite” branches. 

127. The ATM market—as the entire financial sector in the Philippines—is highly 

concentrated. Three largest ATM operators account for more than 40% of active ATMs, and 

consequently it is estimated that the majority of cash withdrawals and deposits constitute on-us 

transactions. Nonetheless, there is still some scope for market competition in urban areas, and nimble 

rural or thrift banks at times have managed to place their ATMs at high-traffic locations and create 

revenue streams from service charges for off-us transactions. 
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Figure 8: Number of POS terminals per 100,000 adults (2018). Source: BancNet, national 

central banks, World Bank 

128. The Philippines’ distance to ASEAN leaders is much larger with respect to EFTPOS 

terminal coverage. In relation to its adult population, the country has nearly six times fewer terminals 

than Malaysia, and more than ten times fewer than Singapore. As discussed in the previous chapters, 

the relationship between the number of terminals and the number of merchants may be more skewed 

for the Philippines than for neighboring countries, as a great share of merchants have signed acquiring 

contracts with two, three or more banks, and accordingly have installed multiple terminals. Nearly all 

of the terminals are full-sized devices, and more portable low-cost card acceptance devices, such as 

smartphone apps with or without an add-on EMV chip reader, have not yet gained popularity. 

Merchants that would be potentially interested in low-cost acceptance tend to be acquired by e-money 

issuers. However, because of the lack of an interoperable standard of QR-code or contactless payments 

and the accompanying clearing and settlement infrastructure, most of them need to sign agreements 

with each of the major providers separately and use separate mobile apps to handle payments with 

each of the major wallet brands.20 

 

 
20 Major acquirers tend to offer aggregation services that include wallet payments, but they concentrate on acquiring 

larger merchants such as supermarkets or restaurant chains. 
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Figure 9: Availability of electronic access channels across different categories of banks in the 

Philippines (2018). Source: BSP 

129. The availability of electronic and remote access channels is still not universal. As seen in 

Figure 9, although over 90% of universal and commercial banks offer internet banking services, this is 

the case for only 31% thrift banks and 1% of rural and cooperative banks. Mobile banking is not offered 

by most banks in every category. This statistic, already pointing to a serious technology gap in the 

banking sector, does not take into account the fact that many institutions offer only a limited range of 

services through their remote platforms (for example, only balance enquiry and on-us credit transfers). 

This contrasts with the mobile-first approach of the leading non-bank e-money issuers. 

130. Data on operational reliability and uptime of various access points and channels has not 

been systematically collected. For that reason, it is not possible to determine whether this presents 

a significant problem for users and an obstacle for embracing cashless means of payment. Similarly, 

research on payment behavior of the population has been limited. 

H. Product Design 

131. Product innovation in payments has been driven by the entry of new service providers, 

transformation and revamping of the offering of existing commercial banks, and by regulatory 

changes. This resulted in the emergence of popular e-money and mobile wallets, digital-first and 

digital-only banks, as well as “basic deposit accounts”—a product specifically geared towards meeting 

the needs of financially excluded populations. 

E-money 

132. Successful e-money products in the Philippines have emerged from the mobile industry. 

The market has been split between the two leaders, GCash and PayMaya, trailed by challengers that 

include Coins.PH and Grab. For all of them, the smartphone app is the primary access channel, and the 

mobile phone number is the primary method of identifying individual accounts. The apps allow P2P 

transfers, merchant and bill payments, requesting payments from other users, as well as transfers to 
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other institutions using PESONet and InstaPay (for participating institutions). Users can also seamlessly 

purchase airtime credit, which remains one of the more popular services, as well as apply for credit 

with partner institutions. It should be pointed out, however, that the user experience associated with 

making on-us transfers (between wallets of the same issuer) is much more seamless compared to using 

PESONet or InstaPay. P2P payments can be quickly made using QR codes or the phone’s address book, 

while PESONet and InstaPay transfers involve a multi-step process of choosing a bank, typing in the 

account number and confirming the transaction with a second factor. Many users perceive it as 

cumbersome and error-prone, as the account number format varies from bank to bank and most of 

the institutions have not employed any checksum/check digit format.  

Table 6: Number of account and payment instruments active in the Philippines. Source: BSP 

 2016 2017 2018 

Number of demand deposit accounts 3,954,774 3,836,826 

 

4,160,234 

 

Number of e-money wallets 18,088,516 19,550,740 50,814,944 

Number of debit cards in circulation 52,918,218 

 

37,556,397 

 

39,478,156 

 

Number of credit cards in circulation 8,223,020 

 

8,624,249 

 

9,337,620 

 

Number of prepaid cards in circulation 18,088,516 

 

19,550,740 

 

29,233,845 

 

 

133. In 2018, the number of opened e-money wallets exceeded 50 million. This is more than 

ten times the number of demand deposits with banks. Consequently, e-money is well-positioned to 

become the most dominant payment instrument, although the number of actively used wallet is likely 

to be lower. Since mobile wallets are perceived as offering better user experience than banks’ products, 

many—if not the majority of—banked customers have opened and use a wallet in parallel with their 

demand deposit account. The typical usage pattern involves using accounts with commercial banks 

for receiving salaries and wages, and for issuing cheques for payments to payees that only accept this 

instrument. At the same time, a smaller amount is transferred from that account to the wallet (although 

a number of e-money issuers have joined PESONet or InstaPay, most users cash-in using the agent 

network, debit cards or bilateral arrangements between the issuer and largest commercial banks), 

which will be used for retail purchases and P2P transfers. E-money issuers also offer Visa- and 

Mastercard-branded companion prepaid cards, which allow ATM withdrawals, POS merchant 

payments and e-commerce purchases using the wallet balance. 
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Figure 10: Structure of e-money transactions by value and volume. Source: BSP 

134. Despite the expansion in merchant acquisition and incentives for merchant payments 

extended by payment service providers, e-money has still been used predominantly for P2P 

payments. According to the BSP data from 2017, collected from 40 e-money issuers, P2P transfer 

constituted 84% of all e-money transactions by volume. However, its share fell by 6 percentage points 

in comparison with 2016 and the absolute number of merchant e-money transactions grew three-fold 

over the same time. This trend of increasing merchant adoption and usage is expected to continue in 

the coming years. 

Digital banking 

135. Universal and commercial banks have been slower in embracing digital payment 

products. While 35% of them offers mobile banking services, those, as stated before, often do not 

offer the full range of payment services. However, digital-only challenger banks, such as ING or CIMB 

have emerged, creating full-fledged demand deposit account products that could nonetheless 

compete with e-money wallets with respect to mobile-first user experiences. Nonetheless, in a way 

similar to e-money wallets, their products have so far been most often used as a “secondary” banking 

account: account holders would still receive their payroll into a “primary” account with one of the larger 

banks, and transfer some sum of money to a digital bank to use its payment services or savings 

products. 

Basic deposit accounts 

136. Basic deposit account is a financial inclusion product that can be offered by any bank in 

the Philippines. Its features are specified by the Circular No. 992 of the BSP (Framework for Basic 

Accounts) and include simplified KYC requirements (a barangay certificate is sufficient to open the 

account) and no account maintenance or dormancy charges; the bank may require an initial deposit, 

but the required amount must not exceed PHP 100. Banks are free to decide which other services 

should be available to holders of basic accounts and may freely determine their pricing. However, the 
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balance on any basic account should not at any point exceed PHP 50,000—if it does, the bank should 

convert the account to a “regular” checking or saving account. 

137. Banks are not mandated to offer basic deposit accounts, although they are encouraged 

to do so. The main incentive consists of adjusted reserve requirements: banks do not need to take the 

balance on basic accounts into consideration when calculating their reserve requirement (in other 

words, the reserve requirement on basic deposit account liabilities is equal to 0%). While initial 

discussions suggested the possibility of additional reductions on deposit insurance premiums, this has 

not yet been implemented. 

138. Unfortunately, basic deposit accounts are yet to gain popularity. According to the Q4 2018 

data from the BSP, there were only 339,633 depositors that opened basic deposit accounts, which 

means that less than 1% of bank account holders opened a basic account. This is partially explained 

by the fact that the largest commercial banks of the country have not started offering the product, 

which is currently more willingly marketed by medium-sized commercial banks (e.g. the Rizal 

Commercial Banking Corporation and the Robinsons Bank) or by smaller thrift and rural banks. There 

are also concerns that the current limit on BDA balances may make them not fit for overseas remittance 

recipients, who would often receive large one-time transfers into the account. 

Remittance products 

139. Inflow of international remittances has critical importance for the economy of the 

Philippines. According to World Bank estimates the country is the fourth largest recipient of 

remittances worldwide; the BSP estimated the value of inward transfers in 2018 at the equivalent of 

$28bn. The United States, Saudi Arabia, the United Arab Emirates, Singapore and Japan are the top 

five countries of origin. 

140. Unfortunately, more granular data on the overseas remittance market is not easily 

available. The BSP estimates the total value of transactions across corridors, but does not disaggregate 

it by the method of transfer. An alternative source of data—the survey of the Overseas Filipino Workers 

(OFW) conducted by the Philippine Statistics Authority—has shown that in 2018, by value, 23.4% of 

remittances have been physically brought into the country in cash by migrants themselves, while 71.8% 

of remittances were sent from abroad using one of the transfer methods. With respect to the latter, 

52.8% of the total amount was transmitted through banks and 45% was sent via money transfer 

services. The average value of a remittance transaction was PHP 83,000 ($1,585). It differed, however, 

across modes of transfer, with the average remittance sent through banks (PHP 110,000; $2101) nearly 

two times larger than the average remittance sent though money transfer services (PHP 64,000; $1223). 

141. The largest Philippine commercial banks have established branches or subsidiary 

exchange houses in foreign countries with large OFW populations. Most of them have also 

developed account and card products that specifically target migrants and their families, consisting of 

demand deposit accounts, debit and credit cards, as well as insurance products. Fees are typically 

waived if the account receives enough inward remittance transactions.  

142. Nonetheless, the opportunity to use inward overseas remittances to boost cashless 

economy has not been fully realized. Despite the number of e-money wallets exceeding the number 
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of bank accounts, OFWs generally do not have the option to seamlessly send their remittances to a 

wallet. Some providers offer workarounds—for example, PayMaya allows recipients of Western Union 

money transfers who received a transaction code from the sender to type it in the app to have the 

amount credited to the wallet, while GCash users can receive real-time transfers from AlipayHK wallet 

holders in Hong Kong. However, beyond those pilot cases in most remittance corridors cash or 

traditional bank account remain the only options. Receiving remittances in cash is generally faster: 

while most of the international money transfer operators (MTO) makes money available for pick-up 

from an agent location within minutes, account transfers are credited, at the earliest, on the next 

working day. Despite the introduction of the “sender pays” rule in the NRPS, some banks still charge 

recipients for crediting the money they have received from their partner MTOs. Finally, some recipients 

prefer to receive their transfers in US dollars. While the major MTOs offer the USD pick-up option for 

remittances paid out in cash, in most cases they can only be credited to PHP-denominated accounts, 

which pushes migrant families that prefer to receive dollars to remain in the cash-based ecosystem. 

Fintech in payments  

143. E-money issuers are the most successful examples of what broadly can be characterized 

as applications of fintech in retail payments in the Philippines. Philippine companies have also 

been innovating in payments acceptance, particularly in e-commerce. Several have launched mPOS 

products or marketed other low-cost acceptance devices. Other participants in the fintech sector, on 

the other hand, focused on backend solutions or offering white-label technology and infrastructure to 

licensed entities, without launching consumer-facing services on their own. 

144. The sector is still nascent, and despite the relative concentration of the e-money market 

in the hands of the largest providers, new entrants still prefer launching their own wallet services 

to attempting collaboration with the established institutions. This is partially caused by the fact 

that third-party access to account information and payment initiation through application 

programming interfaces (APIs) is not standardized nor regulated. Banks and e-money issuers are not 

obliged to offer access to data of their customers to third parties; many of them are not technologically 

ready to do so, and there is no common API standard that could minimize cost of integrating each 

institution with the services of third-party providers. This results in a certain paradox: while banks have 

not opened their APIs and thus are not complemented by third-party value-added services (such as 

apps that allow users to plan their budgets, track and categorize their spending or find offers of 

financial products based on their past financial behavior), banks themselves have not offered such 

services either. As a result, the overall value proposition of retail banking in the Philippines remains 

more limited compared to Singapore, Malaysia or Europe. 

145. While a number of banks and remittance service providers have experimented with the 

use of blockchain or cryptocurrencies for international money transfers, those initiatives remain 

in the pilot stage. Ripple has been the most active service provider, as multiple financial institutions 

have tested their xCurrent and xVia products. The BSP has also issued, as the Circular No. 944, its 

Guidelines for Virtual Currency Exchanges to manage and contain various risks associated with virtual 

currencies.  
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146. The fintech sector is also attempting to enable small rural and cooperative banks with a 

deficit of technology and skills to fully participate in the national payment system. For example, 

UBX—a fintech subsidiary of the Union Bank of the Philippines—has launched a “bank-in-a-box” 

product, i2i, which allows rural banks to run a cloud-based core banking system with agency banking 

and remittance modules, seamlessly integrating with payment systems operating within the National 

Retail Payment System framework. Similar initiatives are being developed by other technology 

companies. 

Islamic banking 

147. Unfortunately, consumers who limit themselves to Shariah-compliant financial 

institutions do not have access to state-of-the-art payment infrastructures. The only Islamic bank 

operating in the country is the government-owned Al-Amanah Islamic Investment Bank of the 

Philippines (AAIIBP), operating on the basis of a specialized law (R.A. 6848). While it offers current 

account, it does not generally specialize in retail banking and does not provide modern internet or 

mobile banking and payment services. A new law—"An Act Providing for the Regulation and 

Organization of Islamic Banks”—has been passed by the Senate and, pending presidential approval 

and signature, will offer a regulatory framework for the foundation of new Islamic banks. This may be 

critical for boosting financial inclusion in the Muslim-majority provinces, where account ownership and 

the use of digital payments is at the lowest level nationwide. 

I. Consumer Awareness and Financial Literacy 

148. The BSP and other authorities are active in the field of raising consumer awareness and 

boosting financial literacy in the Philippines. The National Strategy for Financial Inclusion (NSFI), 

launched in 2015, serves as the blueprint for activities to be undertaken by various financial sector 

stakeholders in this area. 

149. Almost uniquely in the world, financial literacy activities are mandated by an act of 

Parliament. R.A. 10922 (“An Act Declaring the Second Week of November of Every Year as Economic 

and Financial Literacy Week”) mandated the central bank and several government agencies, as well as 

all state schools and public and private college and universities, to conduct every year a series of 

awareness-raising and knowledge-building activities in the area of financial and economic literacy. For 

example, 2018 has seen the first Financial Education Stakeholders Expo—a fair organized by the BSP 

in Manila and involving about 1,000 participants from across public and private sectors. Together with 

the Department of Education and the BDO foundation (a charitable arm of one of the commercial 

banks), the central bank has also developed the Financial Literacy Program for Schools, comprising 

video lessons on savings and money management. The Philippine Deposit Insurance Corporation has 

published a financial literacy guide in the form of a comic book.  

150. In 2014 the BSP adopted its Financial Consumer Protection Framework, as well as 

accompanying, legally-binding Regulations on Consumer Financial Protection, which cover all 

institutions supervised by the central bank. They cover disclosure and transparency requirements 

(although they do not prescribe a standard disclosure format), forbid including false, misleading or 

deceptive statements in advertising and promotional materials, require ensuring confidentiality and 
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security of client information, as well as obtaining customer’s consent before sharing their data. The 

principles of fair treatment included in the regulations require that financial institutions only 

recommend products and services that will be affordable and suitable for the individual customer, and 

that they prevent over-indebtedness of their clients. Banks and other financial services providers 

should also offer customers a “cooling-off period” of no less than two working days, in which they 

could reverse their purchase of a financial product without penalty. Commissions and other 

remuneration offered to employees and agents should not encourage them to irresponsibly oversell 

their products. Institutions should also ensure effective recourse for resolving complaints and invest in 

financial education of their customers. 

151. BSP, on the bases of its periodic on-site assessments, assigns a consumer protection 

rating (CPR) to each financial institution it supervises. The CPR ranges from 1 (worst) to 4 (best). 

The regulations prescribe enforcement actions that are to be undertaken with respect to the 

institutions whose score is lower than four, which may include written reminders or the requirement 

to present an action plan with the view to ameliorating consumer protection shortcomings within a 

specified time period. However, the scores—even anonymized—are not currently made public. 

152. In addition to the internal mechanisms of complaint handling that financial institutions 

are obliged to create, the BSP manages its own alternative dispute resolution (ADR) scheme—

the Consumer Assistance Mechanism. The mechanism can be used by customers of any of the 

licensed financial institutions, who feel that their complaints made using institutions’ own channels 

have not led to a satisfactory resolution. In this case, complaints can be escalated to the Financial 

Consumer Protection Department of the BSP, who will directly follow up with the institution concerned. 

While the mechanism is not binding on financial institutions, in 2018 it managed to resolve 83% of 

nearly 10,000 complaints received. 

153. The most recent financial capability research, involving a World Bank survey conducted 

in 2014, showed gaps in Filipinos’ understanding of financial concepts. On average, Filipino adults 

were only able to correctly answer less than half of seven financial literacy-related questions. 

Worryingly, a fifth of the population were only able to correctly answer one question. The scores of 

the younger generation lagged behind those of older participants. However, since the survey was 

conducted before most of the financial literacy and consumer protection initiatives of the BSP were 

launched, it did not capture their impact. 

154. The BSP is interested in making better use of technological innovations in boosting 

consumer protection. For example, the central bank is planning to develop a chatbot that could 

automatize and streamline the collection of complaints. The launch of the service is tentatively planned 

for late 2019. 

J. Leveraging Large-Volume Recurrent Payment Streams 

155. Large-volume payments in the Philippines predominantly involve the central 

government and local governments, either as the sender or as the recipient. They include 

government salaries, pensions, social safety net pensions, as well as collections: of taxes, customs 

duties, social security contributions, penalties and fees.  
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Government-to-Person (G2P) payments 

156. Although the government has been planning a centralized payroll system, individual 

agencies are currently in charge of their salary payment modalities. In most cases, bulk funds are 

transferred from the Treasury Single Account held with the central bank to agencies’ cash accounts 

maintained with one of the state-owned commercial banks, predominantly the Land Bank of the 

Philippines or the Development Bank of the Philippines (DBP), which are collectively known as the 

“government-servicing banks”. The banks subsequently credit the accounts of individual civil servants. 

Although the introduction of PESONet should have, in theory, allow seamless transfers to accounts in 

any bank, in most agencies civil servants keep holding their personal account with the same institution 

that services their employer. 

157. The Government Service Insurance System (GSIS), managing the disbursement of 

government pensions and related benefits, has signed agreements with two commercial banks. 

Pensioners can apply for a Visa debit card issued by either the state-owned Land Bank of the 

Philippines, or by the private21 Union Bank. The card allows holders to withdraw cash from ATMs and 

pay for purchases at EFTPOS terminals; it also gives access to the internet banking portal of either 

banks, which offers bill payment and credit transfer services.  

158. Different rules govern payments by the Social Security System (SSS). The SSS is a 

government-run social insurance program, covering most of the employees with formal employment 

in the private sector, as well as their dependents. Membership also includes self-employed Filipinos 

earning at least PHP 1,000 a month. Non-working spouses and overseas Filipino workers can join on 

voluntary basis. Pensions, disability benefits and other allowances paid out by the SSS are credited to 

members’ bank accounts. The retirement pension application form asks for the name of the bank and 

the account number, which have to be confirmed by the copy of a bank pass book or an ATM card. 

Accordingly, members must open a current or savings account before the disbursement of their 

pension starts. Such an account, however, can only be opened with one of the 25 banks designated as 

“partner banks” by the SSS. As of 2019, no criteria for designating financial institution as “partner 

banks” have been published by the agency. 

159. Social pension, which is paid to the poorest senior citizens, continues being disbursed in 

cash. The Social Pension Program for Indigent Senior Citizens (SPISC) is managed by the government 

Department for Social Welfare and Development (DSWD). The quarterly benefit of PHP 1500 is paid 

out in cash at locations designated by local DSWD offices. Pensioners are informed in advance about 

the location and timing of disbursements and are expected to collect money within 15 days of the 

specified date. The DSWD considered piloting the use of electronic payments (ATM cards issued by 

the Land Bank) for SPISC, which could address the difficulties posed by the narrow time window and 

long queues at disbursement points. However, the department, based on the feedback from recipients, 

 

 
21 While the majority of the Union Bank stock is controlled by private businesses, the state-run Social Security System 

(SSS) is a minority shareholder in the institution. 
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is concerned that pensioners will experience difficulties in remembering their card PINs and with using 

cash machines in general. 

160. While the payment of social safety net program benefits has been partially digitized, the 

current modalities have not sufficiently contributed to financial inclusion and development of 

the retail payments ecosystem. The Pantawid Pamilyang Pilipino Program (4P), also managed by the 

DSWD, is one of the largest conditional cash transfer (CCT) programs in the world, disbursing cash 

benefits to 4.4m poor households that comprise 20m Filipinos, or about 20% of the population of the 

country. About 50% of them is paid through a prepaid card issued by the Land Bank. The card, however, 

offers limited functionality: it is not a full-fledged bank account and can only be used for cash 

withdrawals from ATMs. Cardholders cannot receive deposits from other sources (such as employment 

or remittances); they cannot cash in their savings; they cannot use online or mobile banking, make 

credit transfers (on-us, through PESONet or Instapay), or utilize the balance on the card for bill 

payment or merchant purchases. This represents lost opportunities for leveraging the program for 

greater financial inclusion, while the use of a single bank limits competition and may impose additional 

costs on beneficiaries that cannot conveniently access Land Bank’s branches or ATMs.  

Government procurement 

161. While cheques used to be the traditional method of vendor payments for National 

Government Agencies (NGAs), currently most payments are settled through direct credit 

transfers to creditors’ or vendors’ accounts, in accordance with the Modified Direct Payment 

Scheme (MDPS). However, the guidelines released by the Department of Budget and Management 

(DBM) require the NGAs to encourage their vendors to open accounts with “government-servicing 

banks”: the Land Bank, the Development Bank of the Philippines or the Philippine Veterans Bank. 

Payments are still possible to accounts with other institutions, although transfer to the same bank that 

maintains the cash account of the NGA concerned is preferred. Data on the breakdown of government 

vendor payments according to sending and receiving banks are not available. 

Government collections 

162. The choice of payment instrument and channels for government collections is similarly 

heterogenous, reflecting individual arrangements between commercial banks and responsible 

government agencies. This imposes additional burdens on both payers, who are required to follow 

different procedure for each type of liability, but also on payees, who have to allocate resources to 

negotiating with financial institutions, integrating with their systems and troubleshooting emerging 

issues. 

163. Taxes assessed and paid at the central level (income, VAT, excise) are handled by the 

Bureau of Internal Revenue (BIR). The BIR has developed a web application—Electronic Filing and 

Payment System (eFPS)—allowing taxpayers to complete their tax returns online. Following that, they 

can make the required payment at the branch or through the online banking application of one of the 

Authorized Agent Banks (AAB), the list of which is available on the bureau’s website. Not all commercial 

banks are registered as AABs. 
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164. Employer contributions to the SSS can be paid through the systems of eight banks and 

six non-banks. Depending on the institutions, credit transfer, cash, cheque or card payments may be 

accepted. Some institutions will only process SSS payments from their own customers, while other 

ones will serve the broader public. In addition to that, BancNet debit card holders with an account at 

one of the 20 banks supporting the BancNet Online service can pay their contributions on the BancNet 

website. It is important to note that the list of institutions eligible for collecting contributions is 

different from the list of banks where pension accounts can be opened—many institutions support 

payments of contributions but not receipt of pensions. Citizens and businesses that cannot avail of the 

services of any accredited financial institution can also make their payments in person at one of the 

SSS offices. 

165. Contributions to the Philippine Health Insurance Corporation (PhilHealth) are paid 

similarly to the SSS contributions. However, each institution maintains its own billing system and a 

different list of banks and non-banks authorized to collect payments. In the case of PhilHealth, 32 

banks and bill payment companies accept payments over the counter, while five banks also support 

payments through their online banking platforms. Additionally, payments can be processed through 

the BancNet online gateway (accessible to customers of 20 banks) and accepted over the counter by 

selected local government offices around the Philippines. 

166. Local taxes, such as the real property tax (RPT), are collected in the manner determined 

by individual Local Government Units (LGU). Consequently, payment methods vary across localities. 

Some LGUs accept only cash or cheque payments at their own collection offices. Other have launched 

electronic payment facilities, but there is no comprehensive list of accepted instruments and channels. 

All payment service providers have to negotiate agreements one local government at a time. For 

example, Taguig City and Valenzuela City accept payments through the consortium of the 

Development Bank of the Philippines and Metrobank, while Quezon City accepts GCash. The 

fragmentation results in an inconsistent user experience for the taxpayer—particularly for individuals 

and businesses that have to pay taxes and fees in different jurisdictions, while LGUs forgo economies 

of scale and are likely to end up paying more in commissions and system development costs. 

K. Payment Systems Oversight 

167. Prior to 2018, the oversight over systematically important financial market 

infrastructures was handled by the BSP (then) Core Information Technology Specialist Group. 

However, oversight processes—especially over retail payment systems—were not highly formalized. 

The oversight powers had not been included in the central bank’s charter, and there were no 

specialized oversight staff or regulatory frameworks. Operators of payment systems such as the PCHC 

or BancNet consulted with relevant departments of the BSP on an ad-hoc basis and risks associated 

with payment systems were occasionally addressed in the course of supervision of banks and non-

banks that participated in those systems. Nonetheless, none of those activities were of systematic 

character, and the assessment and containment of system-level credit, liquidity or operational risks 

were ultimately left to the system operators themselves. Greater scrutiny had been attached to e-

money systems, since their operators (e-money issuers) had been subject to the supervision of the BSP 

as licensed banks, NBFIs or money service businesses. Consequently, by 2019 all major e-money issuers 
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have been subjected to at least one on-site visit (audit), accompanied by the issuance of specific 

recommendations.  

168. The situation changed with the establishment of the Payment Systems Oversight 

Department (PSOD) (in March 2018) and the subsequent enactment of the NPSA (in October 

2018). New legal provisions have made the BSP’s powers of oversight over payment systems and their 

operators explicit. The launch of a new department, which became part of the Financial Technology 

Sub-Sector (FTSS) within the Financial Supervision Sector, ensured that sufficient resources to support 

oversight activities are allocated. 

169. Nonetheless, the development of the oversight function at the BSP is not yet completed. 

While the work on finalizing a payment systems oversight framework document is ongoing, it has not 

yet been finalized. The PSOD has recognized the criticality of this step and is investing in human and 

technological resources required to finalize and implement the framework.  

170. Based on the past instances of supervision and audit of e-money issuers and commercial 

banks, it appears that greater emphasis was placed on on-site audits as compared to off-site 

monitoring. On-site visits were long (lasting up to six weeks), thorough and comprehensive. Audited 

institutions recall that BSP staff have put significant effort in understanding their business models and 

processes; resulting recommendations have been perceived as evidence-based, fair and helpful. 

However, it is not clear whether it is feasible to adopt this model to payment systems oversight. 

Considering the growth in the number of payment systems and their participants, larger transaction 

values and volumes, as well as the need to quickly react to emergence of new risks, better utilization 

of off-site methods may be needed. 

171. Scarcity of collected data may pose a problem in effective off-site oversight. For instance, 

the BSP has not collected data on values and volumes of on-us credit transfers or cheque processing; 

EFTPOS and e-commerce transactions with debit cards, or on-us ATM withdrawals. In other cases, the 

flow of the information within the BSP seemed to be an issue: data on e-money P2P and merchant 

transaction volumes were not available to the PSOD, but ultimately turned out to have been collected 

by the central bank’s Center for Learning and Inclusion Advocacy (CLIA). According to the BSP, the 

issuance of the Circular No. 1033 on the Amendments to Regulations on Electronic Banking Services 

and Other Electronic Operations in February 2019 should result in the greater availability of data. 

Nonetheless, some critical market information (e.g. volumes and values of on-us cheques), not falling 

under the “electronic banking services” umbrella, may still be missing. 

L. Cooperation and Information Sharing 

172. Various coordination and cooperation bodies have been established around the 

Philippine financial sector. Commercial and universal bank are organized into the Bankers 

Association of the Philippines. Thrift and rural banks participate in, respectively, the Chamber of Thrift 

Banks and the Rural Bankers Association of the Philippines. The Financial Sector Forum (FSF) is a 

consultative body comprising the four regulatory agencies with a financial sector remit: the BSP, the 

Securities and Exchange Commission (SEC), the Insurance Commission (IC) and the Philippine Deposit 
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Insurance Corporation (PDIC). Each of those bodies would, on occasion, be involved with issues related 

to retail payments, but they would normally remain on the margins of their agendas. 

173. Other bodies have been established in connection with the BSP financial inclusion 

mandate. These comprise the Financial Inclusion Steering Committee (FISC), which is an interagency 

body charged with overseeing the implementation of the National Strategy for Financial Inclusion 

(NSFI), comprising the heads of the Department of Finance, Department of Education, Department of 

Trade and Industry, Department of Social Welfare and  Development, Department of Budget and 

Management, National Economic and Development Authority, Insurance Commission, Commission on 

Filipinos Overseas, Securities and Exchange Commission, Philippine Statistics Authority, Philippine 

Deposit Insurance Corporation, and Cooperative Development Authority. 

174. However, there is no formal cooperation mechanism akin to a National Payments 

Council, which would engage a broad representation of stakeholders from public and private 

sectors to foster development of the national payments system. The PPMI, as well as the individual 

“ACHs”, have convened several committees with mandates relating to various aspects of retail 

payments. However, participation in those bodies is limited to the PPMI membership. This curtail 

effectiveness of strategic actions on the part of the BSP and financial institutions: for example, 

participation in such a body by the Department of Transportation could make the digitization of public 

transportation payments more aligned with the central bank’s framework, while inviting 

representatives of merchant businesses could offer valuable insight into the costs of payments 

acceptance. 

175. At the international level, the BSP very actively participates in the work of global and 

regional bodies. Within the ASEAN Working Committee on Payment and Settlement Systems (WC-

PSS), it has contributed to the work on the regional retail payment systems design and to the 

standardization of the ISO 20022 specifications used across the member states. It has also engaged 

bilaterally, signing in 2017 an agreement with the Monetary Authority of Singapore on cooperation in 

the area of fintech. Additionally, letters of intent have been exchanged between the governors of the 

central banks of Indonesia, Malaysia, Thailand and the Philippines on developing local currency 

settlement frameworks. 
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IV. RECOMMENDATIONS 

A. Public and Private Sector Commitment 

176. Recommendation 1: BSP should consider drafting and adopting a formal strategy for the 

development of the retail payments market in the Philippines. While the NRPS framework and the 

“20% by 2020” target have formed a broad vision of the central bank’s objectives in its role as a market 

catalyst, a more detailed examination of the sector and a plan for capital investments, legislative 

changes or regulatory actions, connected to well-defined targets and indicators, could facilitate greater 

accountability and commitment of various stakeholders. Such a strategy could also be instrumental in 

effective management of international development assistance in the payments sphere. The strategy 

could be a standalone document or form a part of a broader National Payment System development 

strategy. In this context, it is important that the strategy be aligned with other commitments of the 

central bank and the government, such as the National Strategy for Financial Inclusion and the 

Philippine E-Commerce Roadmap. 

B. Legal and Regulatory Framework 

177. Recommendation 2: BSP should enact remaining implementing rules and regulations 

(IRR) giving effect to the NPSA. While the adoption of the Circular No. 1049 is an important step, 

other pending regulations should be issued to avoid legal uncertainty. The areas that should be 

covered include: 

o Definitions of the key concepts, such as payment system operator, payment service, payment 

service provider and payment scheme, which should ideally be consistent across BSP 

regulations, but also aligned with prevailing global practices and CPMI standards. 

o Risk management standards applicable to retail payment systems, including legal, credit, 

liquidity, general business and operational risks and based, if possible, on a subset of the 

Principles for Financial Market Infrastructures with appropriate modifications where warranted. 

o Criteria and procedures for designation of retail payment systems and, if applicable, different 

categories of designation. 

o Oversight expectations and tools used in the oversight process. 

o Reporting obligations for operators of and participants in retail payment systems. 

Issuing comprehensive implementing regulations will be a significant step towards reducing risk, 

minimizing legal and regulatory uncertainty and aligning Philippine regulations with global standards. 

178. Recommendation 3: BSP should review the regulations on electronic money in 

MORB/MORNBFI to clarify the issues related to bankruptcy remoteness of consumers’ funds 

and their separation from operational funds of the issuer. If the BSP concludes that holders of e-

money do not benefit from protection from the issuer’s bankruptcy, the higher risk of retaining 
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balances in e-money should be clearly communicated to the public, so that customers can take 

informed decisions on their scope of use of e-money products. 

179. Recommendation 4: BSP should consider formally distinguishing between transaction 

and balance limits available to individual holders of e-money wallets, and those applicable to 

merchants and agents. While differentiating limits has already been approved by the BSP for 

individual EMIs, adopting a more general rule/regulation could make supervision and oversight easier 

while ensuring equal treatment of various EMIs. 

180. Recommendation 5: BSP should clarify regulations applicable to closed-loop systems 

such as Beep, which may fall within the definition of e-money. This will reduce uncertainty faced 

by the schemes’ operators and ensure the confidence of the public as public transportation payment 

cards become accepted outside the railway network. Generally, such systems tend to be licensed by 

authorities: for example, the operator of the Octopus card scheme holds a Stored Value Facility license 

from the Hong Kong Monetary Authority, while the Touch 'n Go scheme, used for retail, public 

transportation and road tolls, obtained an e-money issuer license from Bank Negara Malaysia. 

181. Recommendation 6: BSP should consider issuing regulations concerning access to 

account information by third parties using open banking/APIs. While the MORB contains 

provisions related to outsourcing, the “open banking” or third-party API services are materially 

different, as the consumer themselves is the entity that initiates data sharing. Developing a robust 

regulatory framework for such activities should create more opportunities for the Philippine fintech 

sector while preserving citizens’ data security and trust in the financial system. 

182. Recommendation 7: BSP may consider aligning the terminology used by the National 

Retail Payment System (NRPS) framework with international practice. This may necessitate the 

replacement of the term “Automated Clearinghouse” with “scheme” or another phrasing that is well-

understood internationally. Alignment across different jurisdictions with respect to the terminology is 

not strictly necessary and the Philippines indeed has every right to choose the names that are suitable 

for the context of its market. However, significant divergence—such as the difference in the usage of 

the term “ACH”—may create frictions for cross-border collaboration, reporting to international bodies, 

as well as for the operation of international payment service providers in the country. 

C. Governance Arrangements 

183. Recommendation 8: BSP may consider simplifying the NRPS framework by merging the 

roles of the “ACH” and the “CSO”. In practice, they still have not been separated, with PCHC 

effectively discharging both roles with respect to PESONet and BancNet doing the same with InstaPay. 

While separation of processing and scheme could indeed yield positive results, it would require 

comprehensive advance preparation, development of regulatory technical standards, dramatic boost 

to ACHs’ capacity in procurement, contracting, strategic planning and oversight. It would also require 

a more detailed regulatory guidance on the division of responsibilities between the two entities. Finally, 

it would not be a good fit for certain kinds of payments (e.g. contactless schemes restricted from 

sharing their intellectual property) where processing technology and rule-making are much more 

intimately intertwined.  
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184. Recommendation 9: BSP should reconsider governance arrangements of the PPMI and 

ACHs/CSOs, bearing the need to foster fairness and competition. Inclusion of various categories 

of financial institutions, including non-bank e-money issuers, on the PPMI’s board and within various 

advisory committees has been a welcome step. The Philippines should also be commended for the 

inclusion of BSP-nominated independent directors. However, it is still the case that the plurality of 

board-level representation is based on payment volumes and values—the largest institutions are 

invited. This should be compensated by the appointment of a greater number of independent directors 

of high levels of skills and integrity. The SRO, as well as individual schemes, should also create 

governance structures that give voice to end users of payment services: consumers, businesses, 

advocacy and civil society organizations, public bodies. This could take the form of an “End User 

Advisory Council”, such as the one established in the United Kingdom by Pay.UK. 

185. Recommendation 10: BSP should evaluate the long-term effects of the “one payment 

stream – one ACH” rule and provide a more detailed definition of what constitutes a payment 

stream. Currently, “payment streams” have been variously defined based on the categorization of 

payer or payee, form factor of the payment instrument, payment speed, value and volume. This 

ambiguity may enable anti-competitive behavior, where emergence of new payment products may be 

blocked by an assertion by an existing ACH that it has already covered the payment stream in question. 

It is understood that the BSP’s reasoning behind the arrangement aimed to prevent the fragmentation 

of the NPS, where no system commands universal acceptance. It is a valid concern; payments systems 

are first and foremost networks, whose utility is derived from universal or near-universal acceptance. 

However, universal participation in core systems may be secured by regulatory instructions22 that will 

force financial institutions to join systems the BSP deems necessary, without prohibiting them from 

innovating with new payment products and technologies—even if it results in “encroaching” on any of 

the existing “payment streams”. 

D. Market Competitiveness 

186. Recommendation 11: BSP should closely cooperate with the Philippine Competition 

Commission on facilitating competition in the sector and curbing anti-competitive behavior. In 

this area, attention should be given not only to the prices and conditions of service faced by end users 

(individuals and businesses), but also to the services rendered by financial institutions between 

themselves, such as fees and requirements for trust accounts opened by e-money issuers with 

commercial banks, or commercial banks’ procedures and pricing for sponsoring non-banks’ 

 

 
22 The Singapore Payment Services Act 2019 in its s. 25 contains a good example of using regulatory direction powers 

to that effect: (1)  The Authority may, by notice in writing, direct a payment service provider (being a major payment 

institution, an exempt payment service provider or a person exempt under section 100) to do either or both of the 

following in order to ensure interoperability between any payment account or class of payment accounts issued by the 

payment service provider and a payment system: (a) to be a participant of the payment system, on such terms and 

conditions as the Authority may consider appropriate; (b) to enter into an arrangement with the operator of the payment 

system. (2)  In considering whether to issue a notice in writing under subsection (1), the Authority must have regard to 

the following matters: (a) whether ensuring interoperability between those payment accounts and that payment system 

would be in the interests of the public; (b) the interests of the current participants and operator of that payment system; 

(c) the interests of persons who, in the future, may be required, or may desire, to be participants of the payment system; 

(d) such other matters as the Authority may consider to be relevant. 
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participation in PESONet and InstaPay. If moral suasion does not succeed in persuading financial 

institutions to lower the prices of payment services, BSP may need to impose other regulatory 

measures, including price caps. 

187. Recommendation 12: BSP, after a careful risk assessment, may consider offering selected 

non-banks direct access to its settlement account and the RTGS. Access to central bank DDAs, 

which has been in principle permitted by the NPSA, would protect challenger non-banks from 

excessive fees imposed on some of them by the institutions sponsoring their access to PESONet and 

InstaPay through tiered arrangements. In parallel, the central bank may use the possibility of extending 

direct settlement access to non-bank e-money issuers in exercising moral suasion aimed at achieving 

more competitive pricing for tiered access to retail payment systems. 

E. Financial and ICT Infrastructures 

188. Recommendation 13: DICT, BSP and financial institutions should develop a strategy for 

extending broadband access to remote access points—agents and branches. The central bank and 

concerned financial institutions should examine the possibilities for utilizing a combination of market 

incentives, new technologies and public subsidies to ensure that no financial institution or its branch 

remains disconnected from the internet or interbank networks by 2025. 

189. Recommendation 14: BSP, PPMI and financial institutions should work together to 

ensure that all banks and e-money issuers have joined the major retail payment systems 

(PESONet and InstaPay). This can be achieved by promoting tiered arrangements, educating smaller 

institutions about business opportunities that can be seized in connection with retail payments, as well 

as informing them about low-cost technologies (e.g. cloud-based/software-as-a-service core banking 

suites) that can be leveraged to modernize their IT systems and enable their participation in the 

nation’s retail payment systems. 

190. Recommendation 15: BSP and all payment system operators should offer tiered access 

arrangements for retail payment systems. Tiered access should allow smaller financial institutions, 

including thrift and rural banks, to participate even if their capacity is insufficient for direct access. To 

ensure that the risks associated with tiered participation are adequately managed, the BSP should issue 

appropriate regulations concerning indirect access and include relevant provisions in its oversight 

framework. 

191. Recommendation 16: BSP and PCHC should adjust the timing of the settlement of the 

CICS to enable member banks to avail of intraday liquidity support. This will enable the central 

bank to terminate the practice of cheque settlement value-dating and potential cases of unwinding.  

192. Recommendation 17: BSP and operators of retail payment systems should consider 

increasing the number of clearing and settlement sessions per day in CICS, PESONet, Instapay 

and BancNet. This should result in a smoother flow of funds in systems and reduce the instances of 

participants running excessing net positions; it will also contribute to a better consumer experience, 

with recipients of payments benefitting from faster access to expected funds. Since the current RTGS 

system (PhilPaSS) is, according to BSP staff, not technically capable of supporting the increased 
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number of sessions, this recommendation should inform the terms of reference for the planned RTGS 

upgrade. Finally, following the lead of other central banks, BSP may want to examine the possibility of 

extending the operating hours of the RTGS and of operating it on weekends and public holidays. 

193. Recommendation 18: BSP and PPMI should monitor the adoption of the EMVCo QR-code 

standard by banks and EMIs in line with the Circular No. 1055. As the EMVCo standard has been 

officially endorsed by the PPMI, and the BSP circular has formally enshrined this in the Manual of 

Regulations for Payment Systems, it will be important to ensure that market participants migrate from 

their proprietary formats to the national standard. 

194. Recommendation 19: BSP and PPMI should commence work on developing standardized 

APIs and accompanying regulations for third-party access to account information and payment 

initiation. This could be connected to the ongoing work on ISO 20022 standardization in the country, 

considering how ISO 20022 field definitions have generally been used as the basis for the development 

of API specifications by, for example, the Berlin Group or Open Banking UK.  

195. Recommendation 20: BSP and PPMI should consider establishing an aliasing service, 

allowing payment recipient identifiers other than account numbers and branch codes. Enabling 

interoperable credit transfers using a mobile phone number as the addressee identifier could be the 

first test use case of the new infrastructure.  

196. Recommendation 21: BSP should study the possibility of developing a standardized 

format for account numbers, including check digits or other forms of verification preventing 

simple clerical errors. This should be connected with the unification of the format of BIC numbers 

and branch codes across different payment systems, ending the discrepancy between the practice of 

PESONet and that of InstaPay. 

197. Recommendation 22: BSP and PPMI should implement a direct debit system, a request-

to-pay service, or both. Such infrastructure could contribute to creating a viable alternative to 

cheques and proprietary systems in recurrent bill payments.  

F. Risk Management 

198. Recommendation 23: BSP should expediently develop regulations concerning risk 

management standards applicable to operators of retail payment systems, including those 

covering operational risk, business continuity and cybersecurity. The central bank should 

subsequently take stock of existing arrangements applied by the operators and use its oversight 

powers to monitor compliance. 

199. Recommendation 24: Operators of retail payment systems that employ net debit caps 

should review their liquidity management tools. Ideally, participants should be able to define their 

own thresholds that should warrant an automated alert, which could be delivered through SWIFT 

advice, push notifications and any other suitable means. 
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200. Recommendation 25: BSP should continue monitoring the timing of crediting of received 

payments to the account of the final beneficiary through on-site and off-site checks and other 

measures such as mystery shopping. It may consider whether its monitoring should not be 

intensified. Banks that fail to credit accounts in a timely manner should be identified and followed up 

with, while further sanctions may be imposed on repeat offenders. 

201. Recommendation 26: BSP should intensify monitoring numbers and rates of erroneous, 

rejected or returned payments in each of the designated retail payment systems. Further 

enquiries should follow with respect to financial institutions with significantly high error or downtime 

rates. The central bank should also record and monitor data on the availability and downtime of access 

channels such as internet or mobile banking, as well as access points, such as POS terminals and ATMs. 

202. Recommendation 27: BSP and PPMI should consider the establishment of a “name check 

service”, allowing senders of credit transfers to check whether the account number that has 

been entered into the system corresponds with the recipient name. Moreover, it should enforce 

the requirement to transmit the full name of the sender and recipient of a credit transfer payment to 

all institutions participating in the transfer, including with respect to over-the-counter cash deposits 

and bill payments. Compliance should be monitored through spot checks. 

203. Recommendation 28: BSP should examine clearing and settlement practices of foreign 

e-money and card schemes operating in the Philippines with respect to currency risk 

management. It should also consider whether the compliance with the Circular No. 981 could be 

monitored through off-site oversight.  

204. Recommendation 29: BSP, PPMI and financial institutions should examine the possibility 

of setting up a shared Public Key Infrastructure (PKI) service, unified across different payment 

systems. This would improve security and streamline implementation of connection of financial 

institutions with PhilPaSS and retail payment systems, which have so far employed various practices 

with respect to certification, key generation and storage. 

205. Recommendation 30: BSP should establish the sectoral CERT for Philippine financial 

institutions. Once established, the CERT should engage in cooperation with foreign jurisdictions and 

international bodies to ensure effective information exchange and the constant skills development of 

its staff. 

G. Access Points 

206. Recommendation 31: BSP should encourage thrift and rural banks to make better use of 

its access point networks to promote digital payments. It will be crucial to ensure their full 

participation in retail payment systems and the possibility of them acting as agents of other payment 

service providers for cash-in and cash-out services. 

207. Recommendation 32: BSP and financial institutions should promote low-cost acceptance 

solutions and agent-based models. It could also cooperate with the relevant government agencies 

on piloting of targeted fiscal incentives for digital payments acceptance. 
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H. Product Design 

208. Recommendation 33: BSP should encourage migration of high-value cheque payments 

to PhilPaSS and PESONet. To that end, it could research the possibility of applying financial 

incentives, such as: 

o Gradual increase of fees for the settlement of the cheque clearing file in PhilPaSS, in relation 

to other PhilPaSS fees. 

o Considering reliance on high-value cheques to have an adverse impact on risk when 

conducting banking supervision activities and assigning CAMELS ratings.  

o Considering cooperating with the Department of Finance on introducing additional taxes or 

levies on processed cheques. The proceeds from such a revenue-neutral tax could be spent in 

their entirety on subsidizing acceptance of digital payments.  

209. Recommendation 34: BSP should review the impact of its regulations on basic deposit 

accounts. While the product has allowed hundreds of thousands of unbanked Filipinos to open their 

first bank accounts, the take-up has been quite limited compared to other banking products. The 

central bank may consider amending the regulations so that: 

o There are more regulatory incentives to offer basic deposit accounts. 

o The basic deposit account bundle includes access to free or deeply discounted digital payment 

services (e.g. two free credit transfers a month). 

210. Recommendation 35: BSP and remittance service providers should cooperate to improve 

the value proposition of receiving inward remittances into bank accounts or e-money wallets. 

Receiving remittances digitally must be as fast and as convenient as receiving them in cash. BSP, banks 

and remittance service providers (RSP) should therefore: 

o Ensure that all RSPs have integrated their systems, through their Philippine banking partners, 

with InstaPay. 

o Promote the implementation of global standards aimed at reducing errors and improving 

payment status tracking across correspondent banking networks.  

211. Recommendation 36: Pending the adoption of the new Islamic banking law, BSP should 

encourage existing and prospective interest-free banking institutions to offer digital payment 

services to businesses and the public. Even before the law takes effect, the central bank may want 

to engage with the leadership of the Al Amanah Islamic Bank to explore whether it could start playing 

a more significant role in providing basic deposit accounts, acquiring merchants, offering instant 

payments and remittance product—alone or in cooperation with other payment service providers.  

I. Consumer Awareness and Financial Literacy 
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212. Recommendation 37: BSP should continue to use moral suasion to put pressure on 

financial institutions to decrease prices of payment services. It may consider—in addition to 

placing pricing comparison information on its own website—to mandate banks and other financial 

institutions to provide this information in their own marketing materials. Financial institutions could 

be also mandated to show how their prices compare to those on the market on account opening 

forms, in online banking or on transaction receipt slips issued by remittance services.  

J. Leveraging Large-Volume Recurrent Payment Streams 

213. Recommendation 38: Government agencies and departments, the SSS and the GSIS 

should allow G2P payments to be sent to all duly licensed banks that participate in PESONet. 

The signing of the MOA between the SSS and the DBP on the use of PESONet, which is expected in 

the near future, will be an important first step. The monopoly for servicing pension accounts weakens 

competition between providers, while the fact that the list of authorized banks differs between the 

government salaries, the SSS and the GSIS creates unnecessary confusion and hardship (for example 

when each spouse is forced to bank with a different institution). Finally, new pensioners could simply 

continue receiving funds into the same account that was used by them before retirement, provided 

that employers, the SSS and the GSIS ensure seamless data exchange. 

214. Recommendation 39: DSWD should implement its plans to provide P4 beneficiaries with 

a full-fledged transaction account, including facilities to receive, transfer and store funds from 

and to any source. Subject to resolution of any operational constraints, the program should plan to 

allow recipients to open accounts in any bank connected to PESONet—also including non-bank e-

money issuers such as GCash, PayMay and Coins.PH. 

215. Recommendation 40: Department of Budget and Management (DBM) should review its 

rules regarding the management of  cash accounts with state-owned commercial banks. In most 

cases, the money is transferred from the Treasury Single Account (TSA) to the accounts with the 

Development Bank of the Philippines or the Land Bank a few days in advance of the actual 

disbursement to vendors or employees, granting the state-owned commercial banks substantial float 

income as a form of implicit subsidy. While the fact that the BSP is not a participant in PESONet or 

InstaPay rules out, for the time being, direct disbursements from the TSA, the DBM and the Technical 

Working Group on E-Payments and E-Receipts should work towards (i) centralizing cash management 

and (ii) procuring transaction banking services from commercial banks in a competitive manner. 

216. Recommendation 41: DBM, in cooperation with the Technical Working Group on E-

Payments and E-Receipts, should amend the rules to stop encouraging government vendors to 

open accounts with state-owned commercial banks. The government should be responsible for 

covering PESONet fees for all outgoing transactions, without discrimination between recipients 

holding accounts with the DBP or the Land Bank and other employees. 

217. Recommendation 42: BSP, DBM, GSIS, SSS, PhilHealth, BIR and the Bureau of Customs 

should work on a unified government bill presentment and collection system, with APIs allowing 

easy integration with various current and future payment methods. This can build upon the 

existing pilots utilizing the PCHC’s Paygate and the Land Bank’s LinkBiz systems. The practice of each 
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institution designating its own Authorized Agent Banks (AAB) should be phased out. Agencies 

collecting taxes, customs duties and social security contributions should be able—as many countries 

do—to process incoming payments simply based on transaction reference numbers quoted in the 

“memo” field of the payment. For online transactions, a single, streamlined gateway that can be utilized 

by various agencies for their collections should be developed (see Box 1). 

218. Recommendation 43: A centralized government collections system (cf. Recommendation 

41) should be extended to taxes and fees collected by Local Government Units. This will create 

efficiencies for the public sector as a whole, benefiting LGUs through economies of scale and simplify 

the experience of persons and businesses that need to deal with payments sent to various LGUs around 

the country—each of them currently maintaining their unique arrangements with financial institutions 

that determine supported payment instruments and channels. 

Box 1: Central processing of government payments 

 
A whole-of-government approach to payments processing can increase safety, boost efficiency 

and save money. In any payments market merchants generating largest transaction volumes can 

negotiate better deals with acquirers, and because of its role as a collector of fees, taxes and fines, 

and as provider of public services, any government is likely to be one of the largest payment 

recipients of the country. However, economies of scale disappear when every agency, department 

and local authority negotiates their own payment arrangements. 

That is why the Government Digital Service in the UK launched the “GOV.UK Pay” platform, 

providing a simple, PCI-DSS-certified platform for departments, agencies and local councils to 

accept payments: from driving license charges to visa fees assessed by embassies and consulates.  

GOV.UK Pay can work in two modes. “Payment links” can be used by agencies that process 

payments manually or do not have an IT team that could integrate the payment service with their 

backend applications. GOV.UK Pay API, on the other hand, allows for end-to-end backend 

integration.  

More importantly, GOV.UK Pay negotiated a framework agreement with Stripe, a payment service 

provider. Because of that, any organization that implements GOV.UK Pay does not need to 

negotiate their own agreement, has access to centralized support services and can minimize their 

transaction charges. 

A similar program is run in the United States. The Card Acquiring Service (CAS) by the Bureau of 

the Fiscal Service at the US Department of the Treasury maintains a single acquiring contract with 

a commercial bank and offers more than 60 federal agencies the opportunity to accept payments 

through POS terminals, online portals (Pay.gov) and mobile apps. 
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K. Payment Systems Oversight 

219. Recommendation 44: BSP should expediently enact the payment systems oversight 

framework. The framework should codify the scope of oversight, designation criteria and standards 

applicable to overseen systems. It should be periodically updated to reflect market development and 

lessons learn from the framework application in the work of the PSOD. 

220. Recommendation 45: BSP should boost the capacity of the PSOD staff through training, 

twinning with partner institutions and developmental assignments. It is particularly important that 

overseers develop their skills in assessing and managing payment systems risks beyond IT issues and 

operational risk, as well as understand well linkages between the operation of payment systems and 

broader financial stability issues. 

221. Recommendation 46: BSP should boost the role of off-site oversight in the payment 

systems oversight toolbox. To that end, it should invest in its data processing capabilities and 

consider piloting regtech/suptech tools to automate some of the oversight tasks. 

222. Recommendation 47: BSP should extend the scope and frequency of data collection from 

payment systems and their participants. It is important to collect volume and value data about all 

kinds of payments, including on-us transactions, and to disaggregate them according to the channel 

through which they were initiated (branch, online banking, mobile apps). The central bank should also 

collect timely data on operational reliability of payment systems, channels and instruments from each 

of the participants.  

L. Cooperation and Information Sharing 

223. Recommendation 48: BSP and other stakeholders should consider the establishment of 

a National Payments Council or a similar cooperation body. It is important that, in addition to 

representatives of financial institutions, such a body includes other stakeholders, such as government 

agencies, businesses, industry bodies, advocacy organizations and NGOs. The inclusion of non-

financial stakeholders is the most important difference between a payments council and SROs or cross-

government initiatives such as the FSF. Terms of reference for the council and issues tackled during its 

meetings may include (see Table 7 for membership): 

▪ “encourage[ing] collaboration within the payments industry, promot[ing] interoperability 

among e-payments solutions, develop[ing] strategies to drive the pervasive adoption of e-

payments, and advis[ing] and mak[ing] recommendations to [the monetary authority] on 

payments related policies” (Singapore); 

▪ “a comprehensive examination of central issues from the producer, consumer and 

authority perspectives” (Sweden)”; 

▪ “ensuring that the views of payment service users and providers as well as of the authorities 

are taken into account in discussions on future payment solutions” (Finland). 
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Table 7: Composition of national payment councils in Singapore, Sweden and Finland 

Singapore Sweden Finland 

Monetary Authority of 
Singapore 

Citibank 

DBS Bank 

OCBC Bank 

Standard Chartered Bank 
(Singapore) 

United Overseas Bank 

Mastercard 

NETS 

PayPal 

Visa 

Grab 

Lazada 

Sea 

Sheng Siong Group 

YCH Group 

Association of Small and 
Medium Enterprises 

Federation of Merchants’ 
Associations 

Restaurant Association of 
Singapore 

Singapore Business 
Federation 

Singapore Retailers 
Association 

Singapore Clearing House 
Association 

Swedish Bankers' Association 

Pan-Nordic Card Association 

Confederation of Swedish 

Enterprise 

Swedish Trade Federation 

Swedish Consumers' 

Association 

Bankgirot 

Swedish FinTech Association 

Swedish Post and Telecom 

Authority (PTS) 

Dalarna County Administrative 

Board 

Ministry of Finance (observer) 

Finansinspektionen (observer) 

Swedish Competition Authority 

The Riksbank 

Swedish Fintech Association 

 

Confederation of Finnish 

Industries 

Finnish Federation for 

Communications and 

Teleinformatics (FiCom) 

Finance Finland 

Social Insurance Institution of 

Finland (Kela) 

Finnish Commerce Federation 

Finnish Competition and 

Consumer Authority 

Consumers' Union of Finland 

Nordea Bank 

OP Financial Group 

Federation of Finnish 

Enterprises 

Ministry of Employment and 

the Economy 

Prime Minister's Office 

Ministry of Finance  

Bank of Finland 
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V. FULL RECOMMENDATIONS TABLE 

# Recommendation By I/ST/MT23 

Public and Private Sector Commitment 

1.  BSP should consider drafting and adopting a formal strategy for the 

development of the retail payments market in the Philippines. 

BSP MT 

Legal and Regulatory Framework 

2.  BSP should enact remaining implementing rules and regulations (IRR) 

giving effect to the NPSA. 

BSP I 

3.  BSP should review the regulations on electronic money in 

MORB/MORNBFI to clarify the issues related to bankruptcy 

remoteness of consumers’ funds and their separation from operational 

funds of the issuer. 

BSP I 

4.  BSP should consider formally distinguishing between transaction and 

balance limits available to individual holders of e-money wallets, and 

those applicable to merchants and agents. 

BSP ST 

5.  BSP should clarify regulations applicable to closed-loop systems such 

as Beep, which may fall within the definition of e-money. 

BSP ST 

6.  BSP should consider issuing regulations concerning access to account 

information by third parties using open banking/APIs. 

BSP MT 

7.  BSP may consider aligning the terminology used by the National Retail 

Payment System (NRPS) framework with international practice. 

BSP ST 

Governance Arrangements 

8.  BSP may consider simplifying the NRPS framework by merging the 

roles of the “ACH” and the “CSO”. 

BSP ST 

9.  BSP should reconsider governance arrangements of the PPMI and 

ACHs/CSOs, bearing the need to foster fairness and competition. 

BSP ST 

10.  BSP should evaluate the long-term effects of the “one payment stream 

– one ACH” rule and provide a more detailed definition of what 

constitutes a payment stream. 

BSP ST 

Market Competitiveness  

11. BSP should closely cooperate with the Philippine Competition 

Commission on facilitating competition in the sector and curbing anti-

competitive behavior. 

BSP, PCC ST 

12. BSP, after a careful risk assessment, may consider offering selected 

non-banks direct access to its settlement account and the RTGS. 

BSP MT 

Financial and ICT Infrastructures 

13. DICT, BSP and financial institutions should develop a strategy for 

extending broadband access to remote access points—agents and 

branches. 

DICT, BSP, 

Fin. 

institutions 

MT 

14. BSP, PPMI and financial institutions should work together to ensure 

that all banks and e-money issuer have joined the major retail payment 

systems (PESONet and InstaPay). 

BSP, PPMI, 

Fin. 

institutions 

ST 

 

 
23 I: Immediately; ST: Short term = less than 1 year; MT: medium term = 1-5 years 
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15. BSP and all payment system operators should offer tiered access 

arrangements for retail payment systems. 

BSP, PCHC, 

BancNet 

MT 

16. BSP and PCHC should adjust the timing of the settlement of the CICS 

to enable member banks to avail of intraday liquidity support. 

BSP, PPMI ST 

17. BSP and operators of retail payment systems should consider 

increasing the number of clearing and settlement sessions per day in 

CICS, PESONet, Instapay and BancNet. 

BSP, PCHC, 

BancNet 

MT 

18. BSP and PPMI should monitor the adoption of the EMVCo QR-code 

standard by banks and EMIs in line with the Circular No. 1055. 

BSP, PPMI MT 

19. BSP and PPMI should commence work on developing standardized 

APIs and accompanying regulations for third-party access to account 

information and payment initiation. 

BSP, PPMI MT 

20. BSP and PPMI should consider establishing an aliasing service, 

allowing payment recipient identifiers other than account numbers 

and branch codes. 

BSP, PPMI MT 

21. BSP should study the possibility of developing a standardized format 

for account numbers, including check digits or other forms of 

verification preventing simple clerical errors. 

BSP MT 

22. BSP and PPMI should implement a direct debit system, a request-to-

pay service, or both. 

BSP, PPMI MT 

Risk Management 

23. BSP should expediently develop regulations concerning risk 

management standards applicable to operators of retail payment 

systems, including those covering operational risk, business continuity 

and cybersecurity. 

BSP I 

24. Operators of retail payment systems that employ net debit caps 

should review their liquidity management tools. 

BancNet, 

other PSOs 

ST 

25. BSP should continue monitoring the timing of crediting of received 

payments to the account of the final beneficiary through on-site and 

off-site checks and other measures such as mystery shopping. 

BSP MT 

26. BSP should intensify monitoring numbers and rates of erroneous, 

rejected or returned payments in each of the designated retail 

payment systems. 

BSP ST 

27. BSP and PPMI should consider the establishment of a “name check 

service”, allowing senders of credit transfers to check whether the 

account number that has been entered into the system corresponds 

with the recipient name. 

BSP, PPMI MT 

28. BSP should examine clearing and settlement practices of foreign e-

money and card schemes operating in the Philippines with respect to 

currency risk management. 

BSP ST 

29. BSP, PPMI and financial institutions should examine the possibility of 

setting up a shared Public Key Infrastructure (PKI) service, unified 

across different payment systems. 

BSP, PPMI, 

Fin. 

institutions 

MT 

30. BSP should establish the sectoral CERT for Philippine financial 

institutions. 

BSP ST 

Access Points 

31. BSP should encourage thrift and rural banks to make better use of its 

access point networks to promote digital payments. 

BSP MT 
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32. BSP and financial institutions should promote low-cost acceptance 

solutions and agent-based models. 

BSP, Fin. 

institutions 

MT 

Product Design 

33. BSP should encourage migration of high-value cheque payments to 

PhilPaSS and PESONet. 

BSP ST 

34. BSP should review the impact of its regulations on basic deposit 

accounts. 

BSP ST 

35. BSP and remittance service providers should cooperate to improve the 

value proposition of receiving inward remittances into bank accounts 

or e-money wallets. 

BSP, Remit. 

service 

providers 

MT 

36. Pending the adoption of the new Islamic banking law, BSP should 

encourage existing and prospective interest-free banking institutions 

to offer digital payment services to businesses and the public. 

BSP MT 

Consumer Awareness and Financial Literacy 

37. BSP should continue to use moral suasion to put pressure on financial 

institutions to decrease prices of payment services 

BSP MT 

Leveraging Large-Volume Recurrent Payment Streams 

38. Government agencies and departments, the SSS and the GSIS should 

allow G2P payments to be sent to all duly licensed banks that 

participate in PESONet. 

BSP, SSS, 

GSIS, gov. 

departments 

MT 

39. DSWD should implement its plans to provide P4 beneficiaries with a 

full-fledged transaction account, including facilities to receive, transfer 

and store funds from and to any source. 

DSWD MT 

40. Department of Budget and Management (DBM) should review its rules 

regarding the management of  cash accounts with state-owned 

commercial banks. 

DBM MT 

41. DBM, in cooperation with the Technical Working Group on E-

Payments and E-Receipts, should amend the rules to stop encouraging 

gov. vendors to open accounts with state-owned commercial banks 

DBM ST 

42. BSP, DBM, GSIS, SSS, PhilHealth, BIR and the Bureau of Customs 

should work on a unified government bill presentment and collection 

system, with APIs allowing easy integration with various current and 

future payment methods. 

BSP, DBM, 

GSIS, SSS, 

PhilHealth, 

BIR 

MT 

43. A centralized government collections system should be extended to 

taxes and fees collected by Local Government Units. 

BSP, LGUs MT 

Payment Systems Oversight 

44. BSP should expediently enact the payment systems oversight 

framework. 

BSP 
I 

45. BSP should boost the capacity of the PSOD staff through training, 

twinning with partner institutions and developmental assignments. 

BSP MT 

46. BSP should boost the role of off-site oversight in the payment systems 

oversight toolbox. 

BSP ST 

47. BSP should extend the scope and frequency of data collection from 

payment systems and their participants. 

BSP I 

Cooperation and Information Sharing 

48. BSP and other stakeholders should consider the establishment of a 

National Payments Council or a similar cooperation body 

BSP ST 

 


