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‘Too soon’ to cut policy rate — BSP

By Beatriz Marie D. Cruz

Reporter

THE PHILIPPINE central bank
governor on Wednesday said it is
too early to cut benchmark inter-
est rates absent an assurance that
prices are really on a downtrend.
Even as February inflation
stayed within the 2-4% target,
the risk-adjusted forecast of the
Bangko Sentral ng Pilipinas (BSP)

is still at 3.9%, BSP Governor Eli
M. Remolona, Jr. said.

“It’s on the edge, so I can’t say
that we’re going to ease soon,” he
told a news briefing. “It’s unlikely
that we will tighten some more.
But we’ll see what the data say.”

The BSP faces a delicate
balancing act to maintain price
stability and support economic
growth. Central banks all over the
world have tightened monetary
policy since 2022 to quell infla-
tion.

Inflation accelerated to 3.4%
in February from 2.8% in January,
due to higher food and transport
costs. However, it slowed from
the 8.6% print a year ago.

This was the first time in five
months that inflation quickened
but marked the third straight
month it settled within the
BSP’s 2-4% target.

Mr. Remolona said the Feb-
ruary data showed it is still “too
soon to declare victory” over in-
flation.

“We seem to be on our way, but
there’s not enough data to assure us
that we will settle comfortably within
our target range of 2-4%,” he said.

The BSP has kept its bench-
mark rate steady at a near 17-year
high of 6.5% in February for a
third straight meeting. The cen-
tral bank has raised borrowing
costs by 450 basis points (bps)
from May 2022 to October 2023
to tame inflation.

Mr. Remolona noted that
elevated rice prices and higher-

than-expected minimum wages
are still upside risks to the infla-
tion outlook.

“People tend to notice rice
prices more than other prices.
It has an outsized effect on ex-
pectations, so we’re struggling
with this. For now, we seem
to be able to manage expecta-
tions, but rice is a big factor in
that,” he said.

Rice was a major contributor
to overall inflation and inflation
of the bottom 30% income house-

holds in February, the statistics
agency said on Tuesday.

Rice inflation quickened to
23.7% in February from 22.6% in
January and 2.2% in the same month
a year ago. It also marked the fast-
est print for rice inflation since the
24.6% recorded in February 20009.

Mr. Remolona said the Mon-
etary Board will also keep a close
eye on the proposed legislated
wage hike at its next policy meet-
ing on April 4.
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Industry group says inconsistent LGU rules driving away I'T-BPM investors

INCONSISTENCY in local gov-
ernment rules may drive away
investors in the information
technology and business process
management (IT-BPM) sector, an
industry group said.

IT and Business Process Asso-
ciation of the Philippines (IBPAP)
President Jack Madrid said inves-
tors are still facing constraints, par-
ticularly at the local government
unit (LGU) level, when setting up
shop in the country.

“What is damaging is when
these rules, which are mostly
well written, are interpreted
in different ways by different
cities. And this is where it gets
challenging because I think we
have perfectly fine laws and
regulations, and where the
problems come from is in dif-
fering and inconsistent inter-
pretations,” he told reporters at
the IBPAP’s Industry Rebrand
Launch on Tuesday night.

Mr. Madrid said investors in
the IT-BPM industry are “very
compliant corporate citizens.”

“They want everything in writ-
ing. And when they did their due
diligence in deciding to invest,
they accepted the rules as written
and will comply with them,” he
said.

However, Mr. Madrid said
LGUs sometimes have different
processes for the renewal of local
business permits, with some even

connected to the health certifi-
cates of employees.

Due to the different inter-
pretation of the rules, he noted
some IT-BPM companies are
even meted penalties for failing
to comply. He said these inci-
dents are reported back to the
companies’ head offices, which
in turn affects the image of the
country.

“It’s really quite complicated,
but it’s unfortunate that we have

to deal with this. The good news
is that it doesn’t happen in many,
many, many cities; it only hap-
pens in one or two,” Mr. Madrid
added.

The National Government
finds it hard to address this issue,
as it cannot do much at the LGU
level, he said.

“So, you know, we will not
stop trying to intervene. We
will not stop talking to our
senators and congressmen

who are willing to listen,” Mr.
Madrid said.

The IBPAP on Tuesday un-
veiled the IT-BPM industry’s
rebranding strategy, as it seeks to
change public perception about
IT-BPM jobs and to show that the
industry offers viable careers.

Mr. Madrid said the rebrand-
ing stems from the industry’s
need to address existing issues
such as the lack of talent.
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