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Analysts divided on rate hike move
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THE BANGKO SENTRAL ng Pilipinas (BSP) could still 
keep rates steady on Thursday as it waits for more proof 
of a robust economic recovery, although some analysts 
said a rate hike is likely after the strong first-quarter print. 

A BusinessWorld poll of 17 analysts conducted 
last week showed they are divided on the BSP’s next 
move, with nine betting rates will remain unchanged, 
while eight are expecting a 25-basis-point (bp) hike.

The Monetary Board will hold its third rate-setting 
meeting for the year on Thursday. The key policy rate 
has been at a record low 2% since November 2020, 
when the BSP cut rates by 25 bps. 

Some analysts believe that interest rates will re-
main untouched on Thursday to buy more time for 
the BSP to sift through data and ascertain if economic 
recovery has become entrenched. 

“We believe that the BSP will not change the policy 
rate during its May 19 Monetary Board meeting as it 
is too close to the recent elections and they would 
likely want to digest the first-quarter gross domestic 
product (GDP) data in more detail,” Philippine Na-
tional Bank economist Alvin Joseph A. Arogo said. 

The Philippine economy expanded by 8.3% in the 
January to March period, a turnaround from the 3.8% 
contraction in the same period of 2021. The first-
quarter GDP growth was faster than the 7.8% growth 
in the October to December period.  

Despite the stronger-than-expected GDP growth 
in the first quarter, China Banking Corp. Chief Econo-
mist Domini S. Velasquez said there are still some 
economic indicators that showed some sectors have 
yet to recover from the pandemic.

THE NATIONAL GOVERNMENT 
paid P67.39 billion in debt in March, 
plummeting from a year ago, due to 
huge amortization payments made 
during that period, the Bureau of 
the Treasury (BTr) reported. 

Data from the BTr showed the 
March debt service bill declined by 
75% from P268.41 billion in March 
2021, and increased by 121% from 
P30.42 billion seen in February 2022. 

Of the total debt service bill for 
March, 82% went to interest pay-
ments, and the rest to actual princi-
pal repayments. 

Interest payment rose by 16.5% 
to P55.5 billion in March from 
P47.67 billion in the same month a 
year ago. 

Of the amount, interest on local 
borrowings jumped by 20% year on 
year to P47.4 billion, while interest 
on foreign obligations dipped by 2% 
to P8.22 billion. 

Domestic interest payments 
consisted of P28.68 billion in fixed-
rate Treasury bonds, P16.95 billion 
in retail Treasury bonds, and P1.60 
billion in Treasury bills. 

Meanwhile, principal payments 
for March slumped by 95% to 
P11.84 billion from P220.74 billion 
a year ago. 

Payments to foreign obligations 
made up the bulk at P7.53 billion, 
representing 63.5% of the total, 
while payments for domestic debt 
reached P4.31 billion.

For the first quarter, the National 
Government’s debt service bill stood 
at P313.65 billion, falling by 40% 
from P521.50 billion a year ago. 

Principal repayments made up 
roughly half of the total debt service 
bill at P164.32 billion in the first 
three months of 2022. This was 
58% lower than the P395.65 billion 
in the first quarter of 2021. 

Meanwhile, total interest pay-
ments for the first quarter reached 
P149.32 billion, declining by nearly 
16% from the same period last year. 

The government borrows from 
foreign and local sources to plug its 
budget deficit as it spends more than 
it makes to support programs that 
will stimulate economic growth. 

The Philippines logged a debt-to-
gross domestic product (GDP) ratio 
of 63.5% as of the first quarter. This is 
higher than the 60% debt-to-GDP ratio 
considered manageable by multilateral 
lenders for developing economies. 

This year, the government expects 
the economy to grow by 7-9%. Philip-
pine GDP expanded by a faster-than-
expected 8.3% in the first quarter. 

Fitch Ratings earlier this year 
affirmed the Philippines’ debt rat-
ing at “BBB,” the second-lowest 
investment grade, with a negative 
outlook. — Tobias Jared Tomas

Debt service payments plunge in March 
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MICRO, SMALL AND MEDIUM enterprises 
(MSMEs) may face difficulty in complying with 
the recently approved wage hikes in Metro Ma-
nila and Western Visayas as many businesses 
have yet to fully recover from the pandemic, in-
dustry groups said.

Analysts, on the other hand, said the wage 
hike may cause faster inflation. 

“My concern is many MSMEs are having 
challenges with the present legislated wage, 
this increase will add burden to their precari-
ous financial condition,” Philippine Chamber 
of Commerce and Industry (PCCI) President 
George T. Barcelon said via Viber.

He said this may lead more MSMEs to trim 
their workforce and raise prices of goods and 
services. 

Many MSMEs, who represent 99% of enter-
prises in the Philippines, are still struggling to 
recover from the pandemic. 

The Department of Labor and Employment 
on Saturday approved a P33 increase for the 

daily minimum wage in Metro Manila and by 
P55 to P110 for the Western Visayas Region. 

The wage hike in Metro Manila will bring the 
new minimum wage in the capital region to P570 
and P533 for workers in non-agricultural and 
agricultural sectors, respectively. It is expected to 
cover around one million minimum wage earners. 

Meanwhile, P55 and P110 increases in West-
ern Visayas bring the daily minimum wage in 
the region to P450 for businesses employing 
more than 10 workers, and P420 for establish-
ments employing 10 or less workers.

Employers Confederation of the Philippines 
(ECoP) President Sergio R. Ortiz-Luis, Jr. said in a 
phone call that he hoped micro industries, which 
are businesses made up of less than 10 employees, 
would be exempt from the wage hike.

“Many businesses are not opening because 
of the expected wage increase,” Mr. Ortiz-Luis, 
Jr. said in mixed Filipino and English. “Larger 
companies might be able to afford it (wage 
increase), but micro companies might not.”

Management Association of the Philippines 
(MAP) President Alfredo E. Pascual said he recog-
nizes the need to raise the minimum wage as prices 
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MSMEs may struggle to raise wages


