
	 	 	 	 	 	 	 			
	
 
  

FREQUENTLY ASKED QUESTIONS 
 
 

Utilization of Basel III Capital and Liquidity 
Buffers 
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Q: May a covered bank/quasi bank (Universal and commercial banks 
(U/KBs), and their subsidiary banks and quasi-banks (QBs)) utilize its 
capital conservation buffer and Liquidity Coverage Ratio (LCR) buffer? 

 

A: Yes. A covered bank/QB which has built up its capital conservation buffer and LCR 
buffer is allowed to utilize the same during this state of health emergency, for purposes 
of absorbing losses and supporting the financing requirements of the overall economy. 

 
Q: What are the guidelines that must be followed before capital conservation 

buffer and LCR buffer may be used by covered banks/QBs? 
 

A: The following are the relevant guidelines that must be integrated into a covered 
bank/QBs internal policies and processes to ensure that the buffers are efficiently 
utilized: 

 
1) Capital Conservation Buffer  

a) A covered bank/QB which draws down its 2.5 percent minimum capital 
conservation buffer will not be considered in breach of the Basel III risk-based 
capital adequacy framework.  

b) A covered bank/QB that utilizes its capital conservation buffer is restricted from 
making distributions in the form of dividends, profit remittance, in the case of a 
foreign bank branch, share buybacks, discretionary payments on other Tier 1 
capital instruments, or discretionary bonus payments to staff, consistent with 
the provisions of Appendix 59/Q-45 of the MORB/MORNBFI. 

 
2) Liquidity Coverage Ratio (LCR) 

a) A covered bank/QB may draw on its stock of liquid assets to meet liquidity 
demands to respond to the current circumstances, even if this may cause the 
covered bank/QB to maintain an LCR that is below the 100 percent minimum 
requirement.  

b) A covered bank/QB that has recorded a shortfall in the stock of its High-Quality 
Liquid Assets for three (3) banking days within any two (2) - week rolling 
calendar period, thereby causing the LCR to fall below the 100 percent must 
notify the BSP of such a breach on the banking day immediately following the 
occurrence of the third liquidity shortfall. 
 

Q: Is there a penalty should a covered bank/QB fail to comply with the 
minimum risk-based capital adequacy ratios and the minimum 100 
percent Net Stable Funding Ratio during the COVID 19 Situation? 

 

A: Non-compliance by a covered bank/QB with the minimum risk-based capital 
adequacy ratios and the minimum 100 percent Net Stable Funding Ratio as a result of 
the COVID-19 situation will be handled on a case-by-case basis by the BSP. 
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The BSP will provide the covered bank/QB with enough time to address regulatory 
breaches. 

 
 
Disclaimer: The information in this article is for general information only and is not intended nor 
should be construed as a substitute for legal advice on any specific matter. A professional 
legal advice is still advisable and necessary. 


