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Economic growth likely faster in Q1

Rate hikes, S1/5
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Q1 2024 GDP GROWTH FORECAST
(Year-on-year % change) Median: 5.9%
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PHILIPPINE economic growth 
likely picked up in the first quar-
ter from the prior three-month 
period amid strong private con-
sumption and government spend-
ing, but elevated inflation and in-
terest rates could have hampered 
expansion, analysts said.

A BusinessWorld poll of 20 
economists and analysts con-
ducted last week yielded a median 
gross domestic product (GDP) 
growth estimate of 5.9% for the 
first three months of 2024.

If realized, this would be faster 
than the preliminary 5.5% growth 
recorded in the previous quarter 
but slower than the 6.4% expansion 
logged in the first quarter of 2023.

However, the median estimate 
is a tad lower than the govern-
ment’s 6-7% GDP growth target 
for the year.

The Philippine Statistics 
Authority (PSA) will release 
first-quarter GDP data on May 9, 
Thursday.

Public and private spending 
likely drove economic expansion 
in the first three months of the 

year, although high inflation, 
which has caused the central bank 
to remain hawkish, continues to 
be a drag on growth, analysts said.

HSBC economist for ASEAN 
(Association of Southeast Asian 
Nations) Aris D. Dacanay said 
that despite the tough global en-
vironment, the Philippines likely 
continued to outperform its peers 
in the region last quarter.

“Leading indicators show that 
consumption, the bulwark of 
Philippine GDP, remained robust. 
The economy continues to be in a 
labor boom, while the household 
saving rate is still lower than pre-
pandemic levels to help make up 
for the higher cost of living,” Mr. 
Dacanay said in an e-mail.

“Government spending rose 
year on year. Learning from last 

year’s low utilization rate, agen-
cies made it a priority to spend 
their budget more efficiently in 
2024,” he added.

Exports also remained resil-
ient, he said.

Data from the Bureau of the 
Treasury showed that govern-
ment spending picked up by 
10.72% to P1.206 trillion in 
the first quarter from P1.09 
trillion in the same period in 
2023.

Meanwhile, merchandise ex-
ports dropped by 15.6% to $10.33 
billion in the first two months 
of 2024, while imports declined 
3.9% to $19.94 billion.

This caused the trade deficit 
to widen to $9.61 billion in the 
period from the $8.5-billion gap 
a year prior.

Infrastructure spending may 
have provided a boost to econom-
ic growth in the period, Colegio 
de San Juan de Letran Gradu-
ate School Associate Professor 
Emmanuel J. Lopez added in an 
e-mail.

For the first two months of 
the year, infrastructure spending 
went up by 6.7% to P120.5 bil-
lion from P113 billion in the same 
period a year ago, data from the 
Budget department showed.

The government is target-
ing to sustain infrastructure 
spending of up to 5-6% of GDP 
annually. The Marcos admin-
i st r a t i o n  h a s  a p p r ov e d  t h e 
implementation of its flagship 
infrastructure program com-
prised of 185 projects worth 
P9.14 trillion.

Meanwhile, Makoto Tsuchiya, 
assistant economist at Oxford 
Economics, said the contribu-
tions of exports and private 
spending to growth in the first 
quarter may have been minimal 
due to a challenging global envi-
ronment.  

“On the annual term, exports 
likely recovered from a contraction 
in the fourth quarter, largely sup-
ported by favorable base effects. 
Bumpy but stronger semiconduc-
tor exports also likely boosted the 
headline figure. Meanwhile, pri-
vate consumption likely remained 
soft as consumers’ outlook turned 
bleak. Private investment also 
likely remained sluggish, ham-
pered by soft external demand,” 
Mr. Tsuchiya said in an e-mail.

By Lourdes O. Pilar
Researcher

GDP, S1/5

FURTHER TIGHTENING by 
the Bangko Sentral ng Pilipinas 
(BSP) is unlikely unless inflation 
expectations take a turn for the 
worse, analysts said.

“More tightening is only 
likely if inflation expectations 
significantly worsen, potentially 
leading to a difficult decision be-
tween controlling inflation and 
economic growth,” Security Bank 
Corp. Chief Economist Robert 

Dan J. Roces said in a Viber mes-
sage.

“Even more important is that 
our inflation problem is supply 
side, which technically means 
that there is only so much that 
monetary policy can do,” he 
added. 

The Monetary Board last 
month kept its policy rate steady 
at a near 17-year high of 6.5% for 
a fourth straight meeting after it 
raised benchmark interest rates 
by a cumulative 450 basis points 
(bps) from May 2022 to October 
2023 to help tame elevated infla-
tion.

BSP Governor Eli M. Remolona, 
Jr. earlier said that their current 
policy rate is “already tight” and 
that they would only consider 
further rate hikes if inflation ex-
pectations  are de-anchored.

Jonathan L. Ravelas, senior ad-
viser at professional service firm 
Reyes Tacandong & Co., said fur-
ther rate increases would “depend 
on how inflation unfolds in the 
coming months, along with climate 
concerns and geopolitical noise.” 

Headline inflation averaged 
3.3% in the first quarter, below 
the BSP’s 3.8% forecast and with-
in its 2-4% target for the year.

A BusinessWorld poll of 16 ana-
lysts yielded a median estimate 
of 4.1% for April inflation, within 
the BSP’s 3.5-4.3% forecast for 
the month.

If realized, this would over-
shoot the central bank’s target 
range for the first time since the 
4.1% print in November 2023.

The Philippine Statistics Au-
thority will release April inflation 
data on May 7, Tuesday.

The BSP earlier said that infla-
tion may temporarily go above 
their 2-4% target over the next 
two quarters due to base effects 
and the impact if the El Niño dry 

THE NATIONAL Government’s 
(NG) debt service bill nearly qua-
drupled in March amid a surge 
in amortization payments, data 
from the Bureau of the Treasury 
(BTr) showed.

BTr data showed that debt 
payments surged by 275.3% to 
P533.523 billion in March from 
P142.171 billion in the same pe-
riod a year ago.

The bulk or 86.7% of the debt 
service bill for the month was 
composed of amortization pay-
ments.

In March,  principal  pay-
ments soared by 469.2% to 
P462.579 billion from P81.273 

billion in the same month in 
2023.

Broken down, amortization on 
domestic debt climbed by 521.5% 
to P455.91 billion in March from 
P73.361 billion a year earlier.

Principal payments on ex-
ternal debt declined by 15.7% 
to P6.669 billion from P7.912 
billion.

On the other hand, inter-
est payments rose by 16.5% to 
P70.944 billion in March from 
P60.898 billion a year prior.

Interest paid on domestic debt 
stood at P55.705 billion, higher by 
19% from P46.754 billion a year 
ago.

I n t e r e s t  p a i d  t o  f o r e i g n 
creditors went up by 7.7% to 
P15.239 billion from P14.144 
billion.

For the first quarter, the NG’s 
debt service bill jumped by 74.3% 
to P986.036 billion from P565.716 
billion in the comparable year-
ago period.

A m o r t i z a t i o n  p a y m e n t s 
shot up by 87.2% to P793.044 
b i l l i o n  i n  t h e  f i r s t  t h r e e 
months from P423.739 billion 
a year ago. Principal payments 
o n  d o m e s t i c  d e b t  s t o o d  a t 
P699.673 billion, while those 
on external debt amounted to 
P93.371 billion.

Meanwhile, interest payments 
likewise increased by 35.9% to 
P192.992 billion in the first three 
months from P141.977 billion a 
year prior. Broken down, interest 
paid on domestic debt reached 
P138.878 billion, while interest 
payments for external debt stood 
at P54.114 billion.

Higher debt servicing in March 
was primarily due to the large 
maturities of previously issued 
retail Treasury bonds (RTBs) 
worth about P700 billion early 
that month, Rizal Commercial 
Banking Corp. Chief Economist 
Michael L. Ricafort said.

Further BSP rate hikes unlikely even if inflation exceeds target anew
By Luisa Maria Jacinta C.
Jocson Reporter

spell on the prices of key com-
modities like rice.

GlobalSource Partners said in 
a report that inflation may have 
quickened further in April amid 
high food prices due to the agri-
cultural damage from the El Niño 
weather event.

“We therefore estimate that 
the April inflation could skew 
closer to 4%. The actual core 
inflation that we will be seeing 
next week will tell us the extent 
of monetary policy bite,” Diwa C. 
Guinigundo, country analyst for 
the Philippines of GlobalSource 
Partners, said.

“Given the unprecedented 
high temperatures, based on of-
ficial government reports, huge 
agricultural damage is expected. 
Water shortage is serious in 
many parts of the country with 
rivers and other bodies of water 
drying up. For this reason, food 
items which comprise more than 
35% of the consumer basket 
could drive the April inflation 
much higher.”

Agricultural damage due to El 
Niño is now valued at P5.9 billion, 
according to the latest bulletin by 
the Department of Agriculture.

Government’s debt service bill balloons in March

Debt service, S1/5
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