I am honored to be with you today as we celebrate the 56th charter anniversary of the Rural Bankers Association of the Philippines. First allow me to congratulate the new board members of the RBAP, may your leadership bring about a brighter future for our Rural Bankers. I would also like to congratulate the men and women of the rural banking industry for your noble work in making bank services available to the rural sector. You are truly a cornerstone of inclusive growth in the Philippines. The RBAP has indeed come a long way, from its humble beginnings of an 18 rural bank membership, now you have more than 600 head offices and a little over 2,000 branches/agencies all over the country. 
In the first quarter of this year, the Philippines posted an impressive 7.8% Gross Domestic Product (GDP) growth and credit rating agencies have elevated our country to an investment grade status.  The rise of economic activity in our country will result in more investments, open more windows of opportunities that could foster technological advancement and increased employment.  All these will need your services- investors will transfer funds thru banks, entrepreneurs will use your credit facilities, employees will start saving in banks.

The role of rural banks in countryside development could never be over-emphasized.  You are strategically located to reach out to the entrepreneurs and other stakeholders in rural communities. 

In the annual convention of the RBAP last June, Bangko Sentral Governor Amando Tetangco, who was awarded in the just concluded IMF-World Bank annual convention as one of the best Central Bank Governors said: “Inclusive growth is possible only if countryside development is given the support it needs. Embedded and part of the communities where they operate, rural banks are in the best position to help spur rural development. Rural banks have a crucial role to play in national development as 40 percent of Filipinos live outside urban areas.” The theme for this symposium is very appropriate to the time… The Rural Banking Sector indeed must reinvent itself. This sector must find ways to make banking services less intimidating to our ordinary citizens. By doing this, the agricultural sector will receive much needed additional capital input and ensure that our goal of countryside development will be attained.

In rural areas, majority of the population still depend on agriculture and fisheries as their main sources of livelihood.  The agriculture and fisheries sectors remain very important contributors to the economy as they provide food and raw materials for the rest of the country.  These sectors contribute significantly to the economy.  During the last three years, the whole agriculture value chain contributed 35% to GDP.  

These are major sectors where rural banks can play a significant role in providing credit access. Based on the 2nd Quarter of 2013 Economic & Financial Report of the BSP, the total resources of rural banks reached P186.8 Billion, as of December 2011.
I know that you are all concerned regarding the presumed higher risks involved in extending credit to these sectors. But may we challenge you to look beyond that.   Further, may we encourage you to actively reach out to the marginalized and unbanked sectors in the rural areas.  There is a big market in the rural communities for microfinance products and services.  It is important that you capture this market and facilitate the mainstreaming of these products in the banking sector.  

Inclusive growth cannot be attained through the efforts of the rural banking sector alone. The government must play an active role as well. As the Chairman of the House Committee on Banks and Financial Intermediaries, allow me to report to RBAP, some measures that Congress had made and will make, which are designed to strengthen and develop the rural banking industry. 
Earlier this year in May, the 15th Congress passed RA 10574 which allows for the first time, foreign equity in rural banks. As all of you know, before the enactment of this law, rural banks must be 100% Filipino owned. Now, foreign equity in rural banks is allowed up to 60% of the voting stock. In contrast, as provided in RA 8791 otherwise known as the General Banking Law of 2000, foreign non-bank individuals may own up to only 40%. By allowing rural banks to seek foreign equity, Congress recognized the need to strengthen rural banks and emphasized your special role in nation building.
Let me take this opportunity to commend the Bangko Sentral for the speedy issuance of Circular No. 809 on August 23rd , 2013 providing the implementing rules and regulations to this law.
We hope that this law will promote capital infusion, especially in distressed or capital-deficient banks. The law is also timely since it complements efforts of the Bangko Sentral to promote mergers and consolidations in the industry.

Rest assured that we in Congress will continue to explore ways to further strengthen the industry. 
Another law worthy of discussion is RA 10000, signed into law on Feb 23, 2010, otherwise known as the Agri-Agra Law. This law requires banks to allocate 25% of their total loanable funds for agriculture and fisheries in general, of which at least 10% should be made available for agrarian reform beneficiaries.
Issues relating to its relevance and practicality, especially for rural banks, have been raised and in this regard, the committee will try to review this specific provision of the law.

There are several options that may be considered in the review:

First, is the gradual reduction of the 25% allocation to a certain percentage that is feasible for rural banks to comply with.

Second, is the possible abolition of the 25% allocation requirement and in turn make the Land Bank of the Philippines solely responsible for the credit allocation, since the LBP was established primarily to provide support to farmers and fisherfolk.

Third, is to require banks to impose normal credit standards on borrowers of agri-agra loans such that if there are no eligible borrowers, the rural bank should be given other options as alternative compliance.

It is worthy to note that the law provides that the 25% credit quota is subject to a joint review by the Department of Agriculture, Department of Agrarian Reform and the Bangko Sentral after three years of implementation, which joint review shall be submitted to Congress. Currently Congress has yet to receive any report on the matter. We will continue following up with the concerned agencies to submit their report.  
Likewise, a provision of RA 9501, otherwise known as the Magna Carta for Micro, Small, Medium Enterprises is worthy of review. Specifically the provision mandating banks to allocate at least 8% of their loanable amount for micro and small enterprises wherein non-compliance will result in a penalty of no less than P500,000.

May I take this opportunity to request the RBAP members to comment on these matters so that Congress may find more ways to assist the Rural Banking Industry.
__________________________________________________________
Allow me also at this point to inform the RBAP of a pending bill before the Committee on Banks. House Bill 276, wherein one of the provisions seeks to establish the Credit Securities Fund. It is a measure that may assist Rural Banks. We believe that there are some Rural Banks that are already engaged in similar programs that provide surety to Micro, Small and Medium Enterprises (MSME’s) and other borrowers who are generally not able to provide collateral to banks.  The program includes capacity building for member MSMEs, cooperatives and non-government organizations in the areas of credit evaluation, loan and risk management and good governance.   We will study this proposal in order to promote further development in the countryside.  I encourage you to actively join us as we deliberate on this legislative proposal.  
Another piece of legislation which might be of interest to the RBAP is RA 9510 otherwise known as the Credit Information System Act.  This law will facilitate the easy access of banks to the credit data of persons that may guide you in evaluating clients’ credit standing.  The Securities and Exchange Commission had already issued the implementing rules and regulations on this law.  The target date for the start of operation of the Credit information Corporation is by November 2014. 
This coming November 19, the committee on Banks and Financial Intermediaries will begin deliberations on the proposed amendments to the New Central Bank Act. The proposed amendments seek to strengthen the prudential regulation and supervision of banks by promoting and instilling discipline in the banking system. Currently there are six pending bills on the matter but I believe that the reference bill will be HB 3112, authored by no less than Speaker SONNY Belmonte and yours truly, SONNY Collantes. Alam nyo naman kaming mga SONNY, wala kaming gusto kundi gawing SUNNY ang buhay ng mga Rural Bankers. 
With the current growth of the Philippine economy, let us not forget that progress and improvement of life must be felt at all levels of society. Inclusive growth must remain a key principle/consideration in all our activities. Rest assured of the continuing efforts of Congress in providing a better business environment for our bankers, and let us continue the partnership of Government and the Rural Banking Sector in our common goal of Nation Building.
Again Congratulations to the RBAP and all its members for 56years of dedication to the development of the Rural Banking Industry.

Mabuhay ang mga Rural Bankers! Mabuhay ang Banking Industry at Mabuhay ang Minamahal nating Pilipinas!
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