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BSP may cut policy rate before Fed
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By Luisa Maria Jacinta C.
Jocson Reporter

THE Bangko Sentral ng Pilipinas
(BSP) can cut its policy rate be-
fore the US central bank despite
a volatile peso, Governor Eli M.
Remolona, Jr. said on Tuesday.
“It’s possible that the Fed can
cut in July,” he told reporters
in mixed English and Filipino.
“There are analyses that say July...

whether their inflation is stub-
born. They may not cut.”

The BSP chief earlier said the
earliest the central bank could cut
the rate is by August.

The Monetary Board last
month kept its key rate steady at a
17-year high of 6.5%. The central
bank raised borrowing costs by
450 basis points (bps) from May
2022 to October 2023 to tame
inflation.

Mr. Remolona said the peso is de-
preciating not because it is weak but

“The story is not about the weak
peso,” he said. “The real story is
about a strong dollar. Anytime
there’s tension, anytime there’s un-
certainty, money goes into the US
dollar and the dollar gets stronger
against other currencies.”

The peso closed three centa-
vos weaker against the dollar at
P58.71 on Tuesday, according to
Bankers Association of the Phil-
ippines data posted on its website.
On May 21, it sank to the P58-a-
dollar level for the first time since

The dollar is also strengthen-
ing due to hawkish signals from
the US Federal Reserve, the BSP
chief said.

“The Fed has been saying that
policy rates in the US will be high
for longer. But the longer part
keeps shifting, so that creates
some uncertainty,” he added.

The BSP does not target a spe-
cific level for the peso, Mr. Re-
molona said.

“We don’t worry too much about
the level itself,” he said. “We worry

going. We try to guide the market
by occasionally expressing our own
view on where it should go.”

The Development Budget Co-
ordination Committee (DBCC)
expects the peso to range from
P55-P57 adollar this year.

The central bank has not been
intervening in the foreign ex-
change market daily, but it does
so from time to time to “express
our own view about where the
peso should be going.”

“We don’t intervene every

intervene when we have to. And
when we say we have to, it’s when
the currency is under stress. Un-
der stress means we find some
dysfunction in the market.”

“Sometimes, the peso goes
sharply in the wrong direction,
and then we might intervene,” he
added.

Diwa C. Guinigundo, country
analyst at GlobalSource Partners,
said comments made by central
bank officials are affecting the
peso’s performance.
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Finance secretary wants to
keep original revenue goals

THE government is still looking at
keeping its revenue goals for the
year, Finance Secretary Ralph G.
Recto said on Tuesday, after the
Development Budget Coordination
Committee (DBCC) cut the targets
for the Tax and Customs bureaus.
“Those are DBCC numbers,”
he told BusinessWorld in a Viber
message. “We haven’t adjusted
revenue targets for the year yet.”
In the DBCC’s latest quar-
terly fiscal program, the Bureau
of Internal Revenue’s full-year
revenue estimate was slashed to
P2.85 trillion from P3.055 tril-
lion, while its estimate for the Bu-
reau of Customs was trimmed to
P939.7 billion from P959 billion.
Mr. Recto said the revisions in
the DBCC program were a “conse-
quence of adjusting growth num-
bers.” “As I mentioned, [this is for
the] DBCC. But [we] have not ad-
justed the Budget of Expenditures
and Sources of Financing target.”
The cuts in the collection goals
“reflect the current economic
climate,” Robert Dan J. Roces,
chief economist at Security Bank
Corp., said in a Viber message,
citing weaker-than-expected
growth and global uncertainties.

The economy grew by 5.7%
in the first quarter. At its April
meeting, the DBCC narrowed this
year’s growth target to 6-7% from
6.5-7.5%.

“It is hardly surprising that
revenues are lower than expect-
ed,” Leonardo A. Lanzona, an eco-
nomics professor at the Ateneo de
Manila University, said in an e-
mailed reply to questions. “Even
if efforts are made to raise these
funds more efficiently, the rev-
enue receipts will not be able to
meet the required amount need-
ed for government purposes.”

Mr. Recto earlier said the
government would not seek to
impose new taxes and would in-
stead boost tax administration
and collection efficiency.

The Finance department is also
working on privatizing govern-
ment assets to boost state coffers.

“While this may necessitate
adjustments to government
spending and could lead to a
wider fiscal deficit, the govern-
ment’s focus on nontax revenue
measures like privatization is a
welcome alternative to introduc-
ing new taxes,” Mr. Roces said.

Revenue goals, S1/5

By Kyle Aristophere T. Atienza

Reporter

THE BOARD of the National Economic and
Development Authority (NEDA) has ap-
proved a medium-term plan to lower tariffs
on agricultural and industrial products, as
the Philippines struggles with rising prices
and declining factory performance.

The NEDA board approved the Compre-
hensive Tariff Program for 2024 to 2028
amid concerns about inflation, which is
widely expected to have quickened further

in May. The expansion in local manufactur-
ing output also slowed in May.

Under the plan, the government would
keep the rates for “more than half of the
tariff lines” for products that have relatively
low tariffs,” NEDA Secretary Arsenio M.
Balisacan told a news briefing at the presi-
dential palace on Tuesday.

He said the program seeks to improve
manufacturers’ access to inputs and boost
their competitiveness.

“This measure will help our domestic indus-
tries by reducing the costs they incur for their
inputs, enabling them to be more competitive,
especially in the global market,” he added.

NEDA board OKs low tariff regime amid rising prices

Mr. Balisacan said the board had approved
a recommendation to reduce the tariff on
certain chemicals and coal briquettes to
“improve energy security and reduce input
costs.”

Chemicals under reduced tariffs include
inputs for antiseptics, detergents and medi-
cal research.

Reduced tariffs on coal are timely as the
country faces “energy constraints,” he said.

Terry L. Ridon, a public investment ana-
lyst, said the decision to further lower coal
tariffs goes against the government’s policy
to phase out coal-fired power plants.
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WB keeps PHL growth projection for 2024, 2025

By Beatriz Marie D. Cruz

Reporter

THE WORLD BANK (WB) kept
Philippine growth forecasts for
2024 and 2025 amid improved
global conditions and better
trade, but said delayed policy eas-
ing and China’s property sector
woes pose risks to the outlook.

In its Philippine Economic
Update report, the lender said it

expects growth at 5.8% this year
and 5.9% next year.

“The Philippines has sustained
its growth momentum into the
first quarter of 2024, supported
by an improvement in global eco-
nomic activity,” World Bank Se-
nior Economist Ralph van Doorn
separately told a news briefing on
Tuesday.

“Growth will increase to an
average of 5.9% between 2024
and 2026, which will be anchored
by a strong domestic demand and

a pickup in global growth,” he
added.

These are below the govern-
ment’s 6-7% target for 2024 and
6.5-7.5% for 2025.

The World Bank expects Phil-
ippine economic growth at 5.9%
for 2026, which is also below
the state’s 6.5-8% estimate until
2028.

“The positive outlook hinges
on successfully containing infla-
tion and transitioning to a more
accommodative monetary policy,

which will support private do-
mestic demand,” according to the
report.

The World Bank forecasts in-
flation to remain within the Phil-
ippine central bank’s 2-4% target
in the next few years.

Inflation quickened for a third
straight month to 3.8% in April as
food and transport costs picked
up. The local statistics agency
will release May inflation data on
Wednesday.
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