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The Philippine Statistics Au-
thority (PSA) is scheduled to release 
July inflation data on Aug. 5, and 
second-quarter gross domestic 
product  (GDP) data on Aug. 9.  

 
GROWTH OUTLOOK  
Sanjay Mathur, chief economist 
for Southeast Asia and India of 
ANZ research, said the BSP has 
room to hike rates without hurt-
ing economic recovery amid glob-
al uncertainties. 

“The 75-bp rate hike, though 
unexpected and unexpectedly 
large, is unlikely to impact growth. 
Nonetheless, further tightening is 
also on the cards to reduce infla-
tion,” Mr. Mathur said in an e-mail.  

“Now the critical point to bear 
in mind is that the way a monetary 
tightening cycle works is that it 
reduces aggregate demand and 
that in turn, stabilizes or reduces 
inflation. The same transmission 
will evolve in the Philippines — 
aggregate demand ease and that is 
a prerequisite for lower inflation.” 

The economy expanded by a fast-
er-than-expected 8.3% in the first 
quarter. The Development Budget 
Coordination Committee (DBCC) 
is targeting 6.5-7.5% GDP growth 
this year. 

“On the external develop-
ments, we should bear in mind 
that the Philippines is not a major 
exporting economy. Nonetheless, 
even a marginal impact on ex-
ports when domestic demand is 
easing (as discussed above), the 
overall impact on growth would 
be apparent,” Mr. Mathur said.  

The global economic outlook 
for this year and 2023 is expected 
to be further downgraded when 
the International Monetary Fund 
(IMF) releases its World Economic 
Outlook Update later this month.

“The war in Ukraine has inten-
sified, exerting added pressures on 
commodity and food prices. Global 
financial conditions are tightening 
more than previously anticipated. 
And continuing pandemic-related 
disruptions and renewed bottle-
necks in global supply chains are 
weighing on economic activity,” 
IMF Managing Director Kristalina 
Georgieva said in a statement.  

“Moreover, downside risks will 
remain and could deepen — espe-
cially if inflation is more persistent 
— requiring even stronger policy in-
terventions which could potentially 
impact growth and exacerbate spill-
overs particularly to emerging and 
developing countries,” she added.  

Meanwhile, Mr. Muehlen ex-
pects that countries in the South-
east Asian region would continue 
their recovery in contrast with 
the global outlook.  

“This part of the world is set for 
growth, we anticipate that ASEAN 
(Association of Southeast Asian Na-
tions) and large parts of Asia will see 
its GDP grow by two times versus 
the rest of the world, in the foresee-
able future, and for quite a number 
of years,” Mr. Muehlen said.  

“The growth opportunities 
here are over proportional. And 
as a consequence, we continue 
to look very constructively at the 
future here for us,” he added.  

“Reliable rail systems will also posi-
tively disrupt the current transportation 
setup in these areas, as it can compete 
with buses and trucks in transporting 
passengers and cargo,” Mr. Ridon said. 

Rene S. Santiago, a transport expert, 
said in a phone message on Saturday, that 
based on data and assumptions in the fea-
sibility studies for Davao and Subic railways, 
“they are not economically viable.”

“The benefit-cost ratio is less than 1. 
Meaning, a bad investment for the coun-
try… If not viable economically, the more 
it is not financially viable (for PPP). The 
private sector may touch these rail projects 
only with huge subsidies from govern-
ment, or guaranteed returns,” he said.

Before the Marcos administration can 
attract PPPs, Mr. Santiago said the president 
must first “regain the trust of investors.”

According to Mr. Chavez, the contract 
for the P142-billion PNR Bicol was 
awarded to the joint venture of China 
Railway Group Ltd., China Railway 
No. 3 Engineering Group Co. Ltd., and 
China Railway Engineering Consulting 
Group Co. Ltd. in January this year. The 
contract for the construction of the P51-
billion Subic-Clark railway was awarded 
in December 2020 to China Harbour 
Engineering Co.

The DoTr failed to proceed with the 
P83-billion Tagum-Davao-Digos segment 
of the Mindanao Railway project, because 
Beijing did not submit a shortlist of con-
tractors for the design-build contract.

The government may need to shelve 
the three projects for now and focus on 
social agenda, analysts said.

“For projects that are unfeasible to be 
undertaken as PPPs, government has no 
choice but to wait until our fiscal situation 
becomes better, either through improv-
ing tax collection or raising taxes only in 
very specific areas,” Mr. Ridon said.

For his part, Mr. Santiago said: “Cancel 
or defer the three rail projects, because 
they are not economically viable.”

LESSONS
The Marcos administration should learn 
from this “harsh lesson,” particularly in deal-
ing with the Chinese government, Michael 
Henry Ll. Yusingco, a research fellow at the 
Ateneo de Manila University, said in an e-
mailed reply to questions on Saturday.

“The personal relationship of world 
leaders will ultimately bow down to 
national interests. So, no one should 
have been impressed with the purported 
friendship between President Duterte and 
President Xi… Government programs must 
be anchored on contractual commitments 
and not mere promises,” Mr. Yusingco said. 

For his part, InfraWatch’s Mr. Ridon 
said: “Without equivocation, this 
only shows that the former president 
compromised sovereign rights in the 
territorial dispute for nothing.”

“All we got from the Chinese 
infrastructure deals were token bridges 
employing Chinese nationals and proj-
ects that had been subjected to adverse 
findings by the Commission on Audit, 
such as the Kaliwa Dam project.”

The Philippines, under Mr. Duterte, 
received about P12.18-billion loan from 
China for the Kaliwa Dam project as well 
as P5.9-billion grant for the Binondo-In-
tramuros and Estrella-Pantaleon bridges.

The Philippines also secured P4.37-
billion loan for the Chico River Pump 
Irrigation project and P998-million grant 
for the rehabilitation of the war-torn city 
of Marawi.

Mr. Duterte brought home about P1.2 
trillion worth of pledges in loans and grants 
from China as part of his “Build, Build, 
Build” program after his state visit to Beijing 
in October 2016, according to Malacañang.

“For all the bombast of more than a 
hundred Chinese-funded projects in the 
last six years, there was little to show for 
it,” Mr. Ridon said.

“It is time for the new president 
to push harder on Philippines-China 
relations and reassert our victory in the 
Hague tribunal, as Beijing might have 
forgotten about its standing commit-
ments to Manila,” he added.

Mr. Yusingco said Mr. Marcos’ direc-
tive to renegotiate with the Chinese 
government seems to go against the 
promise to vigorously pursue PPP. 

“The viability of the renegotiations 
will depend on the commitment of 
the Marcos, Jr. administration to this 
promise. In a way, this is a litmus test for 
his economic team, as to whether they 
can sway the president to take the more 
prudent and beneficial course of action,” 
he added.

In India, one of the world’s big-
gest oil importers, the rupee has 
tumbled to a record low as the 
nation faces widening current-
a c c o u n t  a n d  f i s c a l 
deficits.  Meanwhile, 
the hands-off approach 
by Thailand’s monetary 
authority has resulted 
in a slump in the baht, 
one of the big decliners 
in emerging market cur-
rencies this year. Further 
currency weakness could 

threaten the resilience their stock 
markets have shown in 2022.

Chinese stocks, which saw a 
slew of bullish calls in June, have 

taken a sharp turn lower 
this month, adding to 
Asia’s woes. A key gauge 
of shares listed in Hong 
Kong is down more than 
9% amid renewed COVID 
concerns, an intensifying 
property crisis and fresh 
regulatory scrutiny of the 
tech sector. — Bloomberg 
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