Making headway

despite the headwinds



Presenter
Presentation Notes
(Pleasantries)

It is my honor and privilege to be here with you today. Thank you for giving me the opportunity to share the milestones and accomplishments of the Philippine government in the past year and the general economic outlook for this year. 




21.6% » 13-15%

poverty rate reduced
(6 million Filipinos uplifted)

3,500 » 5,000

USD UsD

Increase in Gross
National Income (GNI)

(achieve upper-middle income status
where Thailand and China are today)

Extreme poverty eradicated

at least

3,500 » 11,000

USsD UsD

Increase in Gross
National Income (GNI)

(achieve high income status where
Malaysia and South Korea are today)
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By 2022, we aim to reduce poverty rate from 21 to 14 percent, uplifting around one million Filipinos from poverty every year. We also want our country to graduate from the current low-middle income to upper middle-income country status, where Thailand and China are today. If we stay the course, we strongly believe that, by 2040, we can eradicate extreme poverty and graduate our country to high-income status, where Malaysia and South Korea are today. 



GDP grew at an
average of

6.2%

in 2018
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Notwithstanding the global and domestic headwinds in 2018, the Philippines still managed to grow at an average of 6.5 percent in the first 10 quarters of this Administration.
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D.M. CONSUNJL INC.

The Philippines remains
one of the BEST
PERFORMING
ECONOMIES in the

region and its OUTLOOK
IS STRONG.



Presenter
Presentation Notes
We remain one of the best performing economies in the fastest growing region of the world, next to India, Vietnam, and China. We overtook Indonesia and Thailand in terms of economic performance from the 1st quarter to 3rd quarter of 2018. With this, we are optimistic that our economy will perform better this year. 
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Presenter
Presentation Notes
During the last quarter of 2018, inflation already showed signs of easing due to declining oil prices and the various measures that were put in place by the government to ease inflationary measures in the immediate term. 



Rice tariffication

will tame inflation and
improve the agriculture
sector.
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Presentation Notes
With the enactment of the rice tariffication reform along with other measures, inflation rate is expected to fall within our target range of 2 to 4 percent within this year according to the Bangko Sentral ng Pilipinas (BSP).


RISING INVESTMENTS HIGHLIGHT CONFIDENCE IN

PHILIPPINE GROWTH PROSPECTS

Net Foreign Direct Investment (FDI) Flows (In USD Billion)
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Foreign direct investments (FDI) continue to flow into the economy as a result of improvements in the ease of doing business. In 2017, FDIs reached a record-high of 10 billion US dollars, double the inflows for 2015. In the first 10 months of 2018, FDIs already reached 8.5 billion US dollars, two percent higher than the FDI net inflows received in the same period in 2017. The influx of FDI conveys stronger investor confidence in the Administration’s decisiveness and commitment in pushing ahead with its economic reform agenda. The shift from consumption-led to investments-led growth has fostered a more inclusive economic development.




4 WATER TRANSPORT PROJECTS
ﬂ 31 ROADS AND BRIDGES
am 12 RAILWAY AND URBAN TRANSPORT
wll—
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4 FLOOD MANAGEMENT
PROJECTS

3 OTHER PUBLIC
R R e f O FROECTS & INFRASTRUCTURE PROJECTS1

Build, Build, Build 75 Flagship Projects
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The Duterte Administration is committed to either complete or begin the implementation of the 75 infrastructure flagship projects alongside thousands of ongoing infrastructure and logistics improvement projects all over the country. 


1y RAPID ADMINISTRATIVE RESPONSE FOR
< INFRASTRUCTURE DEVELOPMENT

| Infrastructure Spending (in PHP Billion)

(January to November) Variance Year-on-
2017 1018 year growth

486.5 728.1 241.6

(9.24 USD Billion)  (13.84 USD Billion) (4.6 USD Billion)
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In the first 11 months of 2018, the government’s spending on infrastructure surged to 728 billion pesos (13.84 USD Billion), 50 percent higher than the same period in 2017. This was largely due to the completion of various infrastructure projects such as road concreting, widening and improvement, construction of bypass or diversion roads and flood control structures, and the reconstruction, rehabilitation, and repair of roads and bridges by the Department of Public Works and Highways. 



We are redesigning our tax system to be simpler, fairer,
and more efficient for all, while also raising the resources
needed to invest in our infrastructure and our people.

Our goal is to correct our tax system’s problems to become:
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SIMPLER

=5

FAIRER

/2

We will lessen the overall tax burden of
the poor and the middle class.
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Meanwhile, the Comprehensive Tax Reform Program (CTRP) aims to build a simpler, fairer, and more efficient tax system that will accelerate progress and help attain AmBisyon Natin 2040 – i.e., the collective long-term vision, and aspirations of Filipinos for themselves and for the country in the next 22 years. 


REVENUE COLLECTION IN THE FIRST 9 MONTHS OF
e TRAIN IS 94.7% OF TARGET

TRAIN Revenues for the First Three Quarters of 2018 (in
~ PHP Billion)

(January to September 2018) Actual to target

ratio (%)

Actual Target

41.9 44.3

(794 USD million) (840 USD million)
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Based on the preliminary data in the first three quarters of 2018, revenues from TRAIN reached 41.9 billion pesos ( or 94.7 percent of the target set. Given the overall good performance of our revenue-generating agencies, we expect TRAIN revenue performance to achieve the 63.3 billion peso-target (1.22 USD Billion) for the full year. The highest gains were noted in tobacco excise and documentary stamp tax collections. As a result of better compliance and advanced production, tobacco excise collection exceeded target by 2.6 billion (49.2 USD million) pesos in the first nine months of 2018,. Meanwhile, the documentary stamp tax also exceeded target by 28.1 billion pesos (532 USD million)  due to higher transactions value and better collection efficiency. 


99% of taypayers receive...

PHP 103 billion

(1.98 USD billion)
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More importantly, TRAIN has successfully put more money in people’s pockets which have resulted in stronger demand in our economy. During the first three quarters of 2018, 99% of the country’s individual taxpayers received a total of 103 billion pesos (1.98 billion USD). Accounting for second-round consumption effects from this additional take-home pay, TRAIN revenues have already far exceeded their targets, providing additional public resources for infrastructure and human capital development programs. 

 


Social protection programs under TRAIN

We strongly believe that TRAIN should be fully implemented given its strong positive benefits to the people
and the economy. To protect the poor and vulnerable, we shall implement the social mitigating measures
while ensuring that they are well prepared and targeted so that only intended beneficiaries enjoy them.

« Discounted purchase of rice from
the National Food Authority (NFA)

v EE e « Free skills training from the
‘P' - & =. = Technical Skills and Development
oo E Authority (TESDA)

« Farediscount from public utility
vehicles

Unconditional Pantawid Pasada Social welfare T

cash transfer Program programs thru the
National ID
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To help protect low-income households from the effects of rising prices, social mitigating measures have been put in place in the short-term. Unconditional cash transfers amounting to 2,400 pesos (45.90 USD) each were provided to 8,911,421 Pantawid Pamilya beneficiaries as of December 31, 2018. Meanwhile, a total of 77,366 fuel cards were distributed to legitimate Public Utility Jeepney (PUJ) franchise holders or operators with valid LTFRB franchise as of January 24, 2019. Other social welfare programs include discounted purchase of rice from NFA, free skills training from TESDA, and fare discount from public utility vehicles. 

 


COMPARATIVE CORPORATE INCOME TAX RATES IN ASEAN
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	Having a corporate income tax rate higher than those of our neighboring economies is a big challenge and barrier to investments. We are optimistic that the Congress will pass the second package of the CTRP, otherwise known as the Tax Reform for Attracting Better and High-quality Opportunities (TRABAHO) which generally seeks to help the country become more competitive in the global arena by way of lowering corporate income tax gradually from 30% to 20%, highest among the ASEAN region, and rationalizing fiscal incentives. More importantly, the reform will encourage robust business activity and better tax compliance. This will also benefit almost a hundred thousand micro, small, and medium enterprises (MSMEs) which pay the regular rate of 30%. 
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On rationalizing fiscal incentives, which is being attacked by various critics, we would like to emphasize that we want to keep granting incentives for the right reasons and we want these incentives to be performance-based, time-bound, targeted and fully transparent. 
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During the Sulong Pilipinas 2018: Philippine Development Forum, we were able to consult roughly 1,000 micro, small, and medium enterprise (MSME) owners all over the country. Around 90% of the forum participants said they favorably support the second package of the CTRP. 
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Package 2 plus, on the other hand, includes additional excise taxes on tobacco and alcohol products as well as an increase in the government’s share from mining. 


OTHER TAX REFORM PACKAGES

PACKAGE 1B PACKAGE 3 PACKAGE 4

Tax amnesty program
complemented by tax transparency

measures
Reforms in property

Automatic exchange of valuation to make the Rationalization of capital

information between the system more equitable, income taxation

Philippines and its treaty partners  efficient and transparent

Adjustments to the Motor
Vehicle Users' Charge (MVUC)
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The other tax reform packages include Package 1B, the tax amnesty program complemented by tax transparency measures such as the lifting of bank secrecy laws in tax fraud cases, automatic exchange of information between the Philippines and its treaty partners, and adjustments to the motor vehicle users’ charge (MVUC).

Meanwhile, Package 3 covers reforms in property valuation to make the system more equitable, efficient, and transparent.

Lastly, package 4 proposes the rationalization of capital income taxation to address the multiple rates and different tax treatments and exemptions on capital income and other financial instruments.



The policy reform measures are complemented by

other pieces of legislation.
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Other pieces of legislation such as the establishment of a national identification system, which aims to enhance the delivery of social services, and the enactment of the Ease of Doing Business Law, which aims to help us cut red tape and encourage business startups, also complement the above policy measures.
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