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PHL debt is still manageable — WB
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F O L L O W  U S  O N :

THE COUNTRY’S dollar reserves declined 
as of end-May amid higher foreign currency 
withdrawals to repay debt and the lower valu-
ation of the central bank’s gold reserves.

Gross international reserves (GIR) — which 
shield the country from liquidity shocks — 
stood at $103.53 billion as of end-May, data 
from the Bangko Sentral ng Pilipinas (BSP) 
showed on Tuesday. 

The end-May GIR fell by 1.7% from the 
$105.4 billion as of end-April, and by 3.4% 
from $107.25 billion in May 2021.

“The month-on-month decrease in the GIR 
level reflected mainly the National Govern-
ment’s (NG) foreign currency withdrawals 
from its deposits with the BSP to settle its 
foreign currency debt obligations and pay for 
its various expenditures,” the BSP said in a 
statement on Tuesday evening.

Ample foreign exchange buffers protect 
the country from market volatility and ensure 
that it is capable of paying its debts in the 
event of an economic downturn.

The level of dollar reserves as of end-May is 
enough to cover about 6.6 times the country’s 
short-term external debt based on original 
maturity and 4.5 times based on residual ma-
turity.

It is also equivalent to 9.1 months’ worth of 
imports of goods and payments of services and 
primary income.

“At 9.1 import cover, international re-
serves remain more than adequate to cover 

the dollar needs of the economy; and it 
is very much above the 3-month rule of 
thumb where reserves will be considered 
worrisome,” China Banking Corp. Chief 
Economist Domini S. Velasquez said in a 
Viber message.

The BSP also attributed the drop in the 
dollar reserves to the downward adjustment 
in the value of the BSP’s gold holdings as the 
price of gold declined in the global market.

The BSP’s gold holdings were valued at 
$9.02 billion as of end-May, a 2.7% decline 
from the $9.27 billion as of end-April. This was 
also 8.8% lower than the $9.90-billion level a 
year earlier.

The central bank’s reserve assets also in-
clude foreign investments, foreign exchange, 
reserve position in the International Mon-
etary Fund (IMF) and special drawing rights 
(SDR).

The BSP’s foreign investments amounted 
to $87.874 billion as of end-May, 1.8% down 
from $89.562 billion in the prior month and 
5% down from $92.835 billion in 2021.

Meanwhile, the level of foreign exchange 
reserves rose by 3% to $2.074 billion as of 
end-May from $2.012 billion in April, but 
15% lower than the $2.464 billion seen last 
year.

Reserves with the IMF tripled to $3.783 
billion as of end-May, from the $1.235 billion 
in May 2021.

Dollar reserves drop to $103B 

THE PHILIPPINES may need at 
least 10 years before its debt-to-
gross domestic product (GDP) ratio 
will return to its pre-pandemic level 
of 40%, Finance Secretary Carlos G. 
Dominguez III said.

“Assuming that a debt-to- GDP 
ratio of 40% is the ideal health...
It could take us a minimum of 10 
years to get back [on track]. That is 
the effect of COVID-19 (coronavi-
rus disease 2019),” he said during a 
briefing on Wednesday.  

The Philippines’ debt pile bal-
looned to a record P12.76 trillion 
as of the end of April, reflecting the 
surge in borrowings to finance its 
pandemic response. 

The country’s debt-to-GDP ratio 
stood at 63.5% as of the end of the 
first quarter, which surpasses the 
60% threshold considered as man-
ageable by multilateral lenders for 
developing economies.

This is also much higher than 
the 39.6% debt-to- GDP ratio seen 
as of end-2019 or before the pan-
demic.

The Philippine Institute for 
Development Studies (PIDS) es-
timated the debt-to- GDP ratio 
will peak as high as 66.8% by 2023 
and 2024, before falling to 65.7% 
by 2026.

The PIDS presented to the De-
partment of Finance on Wednesday 
its report on the fiscal effect of the 
COVID-19 on the country.

PIDS Research Specialist John 
Paul C. Corpus outlined three sce-
narios and dates when the govern-
ment could achieve the ideal debt-
to-GDP ratio of 40%.  

In order to reach this ratio 
by 2031,  a median annual pri-
mary balance (revenues minus 
non-interest expenditures) in-
crease of 2.42% of GDP would 
be needed,  based on the most 
optimistic scenario that assumes 
a GDP growth rate of 7% and a 
real interest rate of 2%. 

To reach the 40% debt-to-GDP 
ratio by 2041 and 2051, a median 
annual increase of primary balance 
of 0.86% of GDP and 0.35% of GDP 

respectively are needed, under opti-
mistic conditions.

“So, the longer the terminal 
date, the easier it becomes. So, the 
long COVID could be 20 years,” Mr. 
Dominguez said. 

PIDS fellow Justine Diokno-
Sicat, who co-authored the report, 
told reporters it will not be easy to 
return to pre-pandemic debt-to-
GDP ratio.

If the government does not im-
mediately return to a pre-pandemic 
debt-to-GDP ratio, she said the only 
real risk is a credit rating downgrade. 

Fitch Ratings in February af-
firmed the Philippines’ investment 
grade rating but also maintained the 
“negative” outlook amid “possible 
challenges in unwinding the policy 
response to the health crisis and 
bringing government debt on a firm 
downward path.” 

A negative outlook means Fitch 
could downgrade the Philippines’ 
credit rating in the next 12 to 18 
months. 

Philippines may need ten years to 
bring debt-to-GDP ratio down to 40%

THE PHILIPPINES’ outstanding 
debt remains manageable despite 
breaching the internationally 
accepted sustainable threshold, 
the World Bank (WB) said, but 
stressed the need for a solid fiscal 
consolidation plan and high eco-
nomic growth.

“ We think the debt is still 
manageable. Most of our debt is 
long term, domestic and peso-
denominated,” Kevin C. Chua, 
World Bank senior economist in 

Manila, said during a briefing on 
Wednesday.

The Philippines’ debt-to-gross 
domestic product (GDP) ratio 
reached 63.5% as of the end of 
the first quarter of 2022. This was 
above the 60% threshold con-
sidered as manageable by mul-
tilateral lenders for developing 
economies, and much higher than 
the 39.6% seen as of end-2019.

As of end-April, the National 
Government’s outstanding debt 

stood at a record-high P12.76 tril-
lion. The bulk or 70% of the debt 
was obtained domestically. 

However, Mr. Chua said the 
debt will remain a drag to the 
country ’s economic growth, 
which the World Bank sees at 
5.7% GDP for 2022 and 5.6% on 
average in 2023-2024.

“We are recommending fiscal 
consolidation. The way to ad-
dress the high debt ratio would be 
higher economic growth and the 

pursuit of fiscal consolidation,” 
he said. 

The Department of Finance 
(DoF) last month unveiled a fis-
cal consolidation plan which aims 
to raise an average of P284 billion 
every year for the next 10 years to 
repay the P3.2-trillion additional 
debt incurred during the pandemic.

“Some of the recommenda-
tions would be improved revenue 
collection, digitalization, mak-
ing it easier for businesses and 

individuals to pay. Also making 
spending more efficient to avoid 
leakages and wastage. Third will 
be to increase the value of money 
in procurements,” Mr. Chua said.

 
GROWTH FORECAST
Despite the strong 8.3% growth in 
the first quarter, the World Bank 
retained its 5.7% GDP growth 
forecast for the Philippines this 
year due to the “very weak exter-
nal environment,” Mr. Chua said.

The multilateral lender in 
April cut the GDP outlook from 
the 5.8% forecast given in Decem-
ber 2021.  

“The trend in the recent quarters 
reflects our optimism the coun-
try can maintain robust growth 
this year. Continuing growth in 
2022 will be driven and supported 
by greater mobility of people, 
wider resumption of face-to-face 
economic and social activities
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NOTES: 
- The index contains 62 indicators organized into four categories. Each category receives a score, 
calculated from a weighted average of the underlying indicator scores. These scores are scaled 
from 0 to 100, where 100 represents strongest environment for the adoption and productive use of 
the internet. A country’s overall score is a weighted average of the four main categories:
1. Availability (40%) - quality and breadth of available infrastructure required for access
2. A�ordability (30%) - cost of accessing the internet and considers initiatives, whether private or 
public, to bring down costs or other ways to promote acccess
3. Relevance (20%) - the value of being connected in terms of useful services and the availability 
of locally relevant content
4. Readiness (10%) - capacity among internet users to take advantage of being online
- Economist Impact has backscored a number of indicators in this year’s index to account for 
revisions to previously reported data.
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The Philippines placed 53rd out of 100 countries in the 2022 Inclusive 
Internet Index, commissioned by Meta and developed by Economist 
Impact. The index assessed national-level internet inclusion in 100 
countries across four categories: availability, a�ordability, relevance, 
and readiness. With an overall score of 72.3 out of the possible 100, the 
Philippines was the eighth least inclusive internet environment in Asia. 
It improved in the relevance pillar, led by gains in e-entertainment 
usage and value of e-finance and e-commerce. However, the Philippines 
declined in a�ordability due to increasing postpaid tari� and fixed-line 
monthly broadband costs. Availability slightly improved but gender gap 
in internet and mobile phone access widened from a year ago.

Asia’s Overall Inclusive Internet Index Scores 2022
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FUTURES PRICE ON NEAREST
MONTH OF DELIVERY
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US$/UK poUnd 1.2525 1.2499
US$/EUro 1.0680 1.0684
$/AUSt dollAr 0.7184 0.7189
CAnAdA dollAr/US$ 1.2550 1.2594
SwiSS FrAnC/US$ 0.9784 0.9758
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 CLOSE PREVIOUS

WO R L D  C U R R E N C I E SSTO C K  M A R K E T A S I A N  M A R K E T S WO R L D  M A R K E T S P E S O - D O L L A R  R AT E S A S I A N  M O N I E S - U S $  R AT E
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dow JonES 33,180.140 264.360
nASdAQ  12,175.232 113.862
S&p 500  4,160.680 39.250
FtSE 100 7,598.930 -9.290
EUro Stoxx50 3,669.190 -9.000

JApAn (niKKEi 225) 28,234.29 290.34 1.04
Hong Kong (HAng SEng) 22,014.59 482.92 2.24
tAiwAn (wEigHtEd) 16,670.51 157.63 0.95
tHAilAnd (SEt indEx)  1,637.46 5.54 0.34
S.KorEA (KSE CompoSitE) 2,626.15 -0.19 -0.01
SingAporE (StrAitS timES) 3,225.23 -6.31 -0.20
SydnEy (All ordinAriES) 7,121.10 25.40 0.36
mAlAySiA (KlSE CompoSitE) 1,523.86 -2.07 -0.14

JApAn (yEn) 133.690 132.640
Hong Kong (HK dollAr) 7.848 7.846
tAiwAn (nt dollAr) 29.520 29.526
tHAilAnd (bAHt) 34.500 34.450
S. KorEA (won) 1,257.520 1,257.550
SingAporE (dollAr) 1.376 1.376
indonESiA (rUpiAH) 14,490 14,454
mAlAySiA (ringgit) 4.393 4.394

PSEi
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Vol.: 0.745 b
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FX
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CloSE p52.915
w.AVE. p52.899
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