FREQUENTLY ASKED QUESTIONS:

1. What is the Capital Markets Efficiency Promotion Act (CMEPA)

The CMEPA was enacted into law on May 29, 2025, and takes effect on July 1, 2025. The law aims to
simplify the taxation in the Philippines and to enhance access to capital for corporate entities while
making the financial markets more accessible to both retail and institutional investors.

2. What are the key features of the CMEPA?

The CMEPA introduces key taxation reforms, including:
e Reduced stock transaction taxes, making the Philippines regionally competitive with its peers
e Lower taxes for investment in shares of Philippine companies, encouraging greater capital
inflow
e UITF Transactions
o Exemption from Document Stamp Tax (DST) on the original issuance, redemption and
disposition of Unit Investment Trust Funds (UITFs)
o Exemption from Gross Income Tax on gains from UITF redemptions

3. What Bank products and services affected by CMEPA?

Deposit Products:

The interest earned by clients on their long term deposit is now subject to a final tax to 20% final
withholding tax.

While the interest earned by resident clients on their FCDU account will increase from 15% to 20%.

UITF Transactions:

For UITF transactions, the client's experience remains unchanged, as transactions are based on the Net
Asset Value per Unit (NAVPU). However, the underlying transactions of each UITF will be affected by
CMEPA, depending on the fund’s composition. Whether it is invested in fixed income instruments,
equities, or a combination of both. Below is a summary of the UITF related transactions impacted by the
new tax provisions.

Transactions Prior to CMEPA Upon CMEPA Effectivity
Stock Transaction Tax (STT) on 0.6% 0.1%
the sale of listed shares
Foreign Currency Deposit 15% 20%
taxation
Bank-issued Peso Long-term Exempt 20%
deposits taxation
UITF subscription, redemption, Subject to DST Exempt from DST
or other disposition of units
UITF gains from redemption of Subject to DST Exempt from DST
units




IMA Transactions

The tax treatment will depend on the specific investment instructions of the IMA client. The impact of
CMEPA will vary based on the asset classes selected. A summary of the affected IMA transactions is

provided below.

deposits taxation

Transactions Prior to CMEPA Upon CMEPA Effectivity
Stock Transaction Tax (STT) on 0.6% 0.1%
the sale of listed shares
Foreign Currency Deposit 15% 20%
taxation
Bank-issued Peso Long-term Exempt 20%

4. What will happen to my existing products and services that will be affected by the implementation of

CMEPA?

As stated in the transitory provision “any tax exemption and preferential rate on financial

instruments issued or transacted prior to July I, 2025 shall be subject to the prevailing tax rate

at the time of issuance for the remaining maturity of relevant agreement”




