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Fed cuts to bolster BSP easing cycle

Value
P6.200 A

By Luisa Maria Jacinta C.
Jocson Rreporter

THE US Federal Reserve’s latest
signals of policy easing may give
the Bangko Sentral ng Pilipinas
(BSP) more confidence to contin-
ue its own rate cut cycle, analysts
said.

Jonathan L. Ravelas, senior
adviser at professional service
firm Reyes Tacandong & Co. said
that the start of the Fed’s easing

cycle would “open doors” for the
BSP to continue cutting rates.

“If Philippine inflation con-
tinues to trend lower, a cut in De-
cember is likely,” Mr. Ravelas said
in a Viber message.

Federal Reserve Chair Jerome
H. Powell on Friday endorsed an
imminent start to interest rate
cuts, saying further cooling in the
job market would be unwelcome
and expressing confidence that
inflation is within reach of the US
central bank’s 2% target, Reuters
reported.

“The time has come for policy
to adjust,” Mr. Powell said in a
highly anticipated speech to the
Kansas City Fed’s annual eco-
nomic conference in Jackson
Hole, Wyoming. “The direction
of travel is clear, and the timing
and pace of rate cuts will depend
on incoming data, the evolving
outlook, and the balance of risks.”

Analysts and financial markets
anticipate the Fed to deliver its first
rate cutatits Sept.17-18 policy meet-
ing, aview that was cemented after a
readout of the central bank’s July

meeting said a “vast majority” of
policy makers agreed the policy eas-
ing likely would begin next month.

Leonardo A. Lanzona, an eco-
nomics professor at the Ateneo de
Manila University, said that Fed rate
cuts have already been widely ex-
pected as US inflation has stabilized.

“The delay has resulted in a
slowdown in the US economy.
Thus, the BSP anticipated this
eventual decline in rates and
proceeded to reduce its policy
rates before the Fed in order to
avoid any negative effects on the

Philippines,” he said in an e-mail.

“Considering these factors, the
eventual decrease in Fed rates
will no longer have any impact on
the Philippine economy.”

The Monetary Board this
month reduced the target reverse
repurchase rate by 25 basis points
(bps) to 6.25% from the over 17-
year high of 6.5%.

Mr. Lanzona said that markets
likely already took into account
the Fed’s projected moves as the
BSP had already cut ahead of the
US central bank.

“Whatever its consequences
it could have made were already
incorporated into business deci-
sions, and thus whatever we are ex-
periencing now is going to continue
since the lower rates have already
been enforced by the BSP,” he said.

“While short-term invest-
ments might slightly be affected,
the long-term investments are
not going to change since the
lower rates in both countries have
already been rationally incorpo-
rated in their forecasts.”
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NEDA says PHL needs

to benchmark number ot
holidays against neighbors

By Beatriz Marie D. Cruz

Reporter

THE PHILIPPINES may have
to benchmark its number of
holidays against other Southeast
Asian countries, as having “too
much” holidays may discourage
foreign investors, National Eco-
nomic and Development Author-
ity (NEDA) Secretary Arsenio M.
Balisacan said.

“We are a country that is com-
peting with other countries for
investment. So of course, inves-
tors will look at productivity as a
factor,” he told BusinessWorld in
an Aug. 15 interview.

“We have to benchmark our
holidays with the norm... You can’t
go... far away from it because that
will introduce disincentives for
our investors.”

The Philippine Chamber of
Commerce and Industry (PCCI)
claimed the country has “too
many holidays” with an average
of 27 holidays a year, saying it was
not healthy for businesses and the
economy.

The PCCI tally includes spe-
cial holidays declared by the
Palace, but excludes other pro-
vincial and municipal holidays,
as well as work suspension due
to calamities.

In comparison, Malaysia has
21 holidays, Indonesia has 17, Sin-
gapore with 11, Thailand has 20,
and Vietnam has six.

“Look at the entire year and if
you have much, many more holi-
days than the alternative (coun-
tries) for them, of course, you
don’t attract (foreign investors),”
Mr. Balisacan said.

Earlier this month, Senate
President Francis Joseph G. Es-
cudero said the Senate plans on
limiting the approval of bills on
local holidays to boost the coun-
try’s competitiveness. He earlier
received backlash for floating the
possibility of combining or cut-
ting the number of holidays.

Mr. Balisacan also noted that
not all workers stand to benefit
from the so-called “holiday eco-
nomics.”

“The poor will suffer more
from too many holidays,” he said.
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Gov’t urged to hike
selling price for palay

THE GOVERNMENT needs to
hike the selling price for locally
produced palay or unmilled rice
to increase local rice production,
an analyst said.

“The farmer needs to earn...
They would no longer aspire to
yield five metric tons (MT) per
hectare if palay prices were at P15
to P16 per kilogram,” Teodoro C.
Mendoza, an agronomist and are-
tired professor at the University
of the Philippines Los Bafios, told
BusinessWorld in a phone call.

In April, the National Food Au-
thority (NFA) had set a price of P23
to P30 per kilo for dry and clean
palay, and P17 to P23 per kilo for
fresh palay. Agriculture Secretary
Francisco P. Tiu Laurel, Jr. has said
the selling price for the NFA during
the wet season harvest would be
set at P23 per kilo for dry palay and
P20 per kilo for wet palay.

In July, the farmgate price
for palay was at P24.47 per Kkilo,
19.07% higher than the P22.08 per
kilo price in the same month last
year, according to the Philippine
Statistics Authority (PSA).

Mr. Mendoza said palay prices
may further decline during the
harvest months of November and
December.

He noted farmers yielding five
MT per hectare need to make
about P50,000 per hectare to keep
profit up amid higher input costs.

The current national average
yield for palay is 4.17 MT per hect-
are, equivalent to 84 bags weigh-
ing 50 kilograms, according to the
Department of Agriculture (DA).

“What we want is to raise the
selling price of rice which is es-
sentially the price received by the
farmers. But this is a function of
the market. The government is
not supposed to intervene unless
there is a market failure,” Ateneo
de Manila University economics
professor Leonardo A. Lanzona
said in a Facebook Messenger chat.

Philippine Rice Research
Institute (PhilRice) Deputy Ex-
ecutive Director Flordeliza H.
Bordey said the seeds distributed
by the government to farmers
are not fully resistant to adverse
weather conditions.

“Nothing is really resistant to
typhoons. As much as possible, we
are trying to improve varieties that
have a better probability of surviv-
ing if they are flooded, or droughts
during El Nifio,” she said in an in-
terview with reporters last week.
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ALMOST 5 IN 10 FILIPINOS
EXPERIENCE MODERATE OR
SEVERE FOOD INSECURITY

According to The State of Food Security and Nutrition in the World 2024
by the Food and Agriculture Organization, about 51 million Filipinos
experienced moderate or severe food insecurity between 2021 and

2023. This was equivalent to 44.1% of the total population — the lowest

share since 43.8% in 2019-2021. It was also the third-highest share in
Southeast Asia. It was almost three times higher than the regional
average and 1.5 times higher than the global average.
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Prevalence of Moderate or Severe Food Insecurity in the Total Population* of Select Southeast Asian Countries (2021-2023)
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Source: Food and Agriculture Organization’s The State of Food Security and Nutrition in the World 2024 (https.//doi.org/10.4060/cd1254en)
BusinessWorld Research: Charles Worren E. Laureta
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Notes:

* The estimate referring to the middle of the
projected ranges for the years 2020 to 2022
was used to calculate the three-year averages.

— Moderate food insecurity - refers to a lack
of consistent access to food, which diminishes
dietary quality, disrupts normal eating
patterns, and can have negative consequences
for nutrition, health, and well-being.

— Severe food insecurity - the level of severity
of food insecurity at which people have likely
run out of food, experienced hunger and, at
the most extreme, gone for days without
eating, putting their health and well-being at
grave risk.
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Philippines’ 3-Year Average

Prevalence of Moderate or
Severe Food Insecurity in
Year the Total Population (in %)

2017-2019 41.2%

2018-2020 42.7%
2019-2021 43.8%
2020-2022 44.7%
2021-2023 44.1%
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PHL economy
‘will not lag far
behind Vietnam’ —
Moody’s Analytics

ECONOMIC GROWTH in the Philippines and the
rest of Southeast Asia is seen to continue on an ex-
pansionary path until 2025, Moody’s Analytics said.

“Growth will accelerate in Southeast Asia, sup-
ported by trade, investment, consumption, gener-
ally stimulatory fiscal policy, and, by early next
year, easing monetary policy,” Moody’s Analytics
Chief Asia-Pacific Economist Steven Cochrane
said in a commentary.

“The Philippines and Indonesia will not lag far
behind Vietnam, but their economies are not as
closely tied to the global economy,” he added.

Moody’s Analytics expects Philippine gross
domestic product (GDP) to expand by 5.9% this
year, 6% next year, and 6.1% in 2026. This would
fall short of the government’s 6-7% growth target
for 2024, 6.5-7.5% for 2025, and 6.5-8% for 2026.

The Philippine economy expanded by 6.3% in
the second quarter, faster than 5.8% in the first
quarter and 4.3% in the same period a year ago.
This was also the fastest growth since 6.4% in the
first quarter of 2023.

In order to meet the lower end of the govern-
ment’s 6-7% target band this year, GDP would need
to expand by at least 6% in the second semester.

Moody’s Analytics said it is optimistic about the
growth in the overall Asia-Pacific (APAC) region.

“The outlook for the APAC economy in 2025 is
good, even though economic growth in China and
India will likely slow over the coming year,” Mr.
Cochrane said.

“A slow improvement in global trade, robust
investment spending, and continued consumer
spending will drive economic expansion in the
region,” he added.

For the Philippines, Mr. Cochrane said that
there must be an “aggressive push” to ramp up
infrastructure in order to support growth.

The Marcos administration plans to spend
5-6% of GDP on infrastructure annually.

The latest data from the Budget department
showed that infrastructure spending jumped by
20.6% year on year to P611.8 billion in the first
half of the year.

The Philippines “must stick to its plans and
execute well,” Mr. Cochrane said.

“Fiscal policy in the Philippines is strongly fo-
cused on infrastructure development, but actual
execution of this policy has been uneven this past
year,” he added.

The government has approved 186 flagship
infrastructure projects worth P9.6 trillion so far.

Meanwhile, Moody’s expects Philippine
headline inflation to settle at 3.5% this year, a
tad higher than the Bangko Sentral ng Pilipinas’
(BSP) 3.4% full-year forecast.

Inflation accelerated to 4.4% in July, though
the central bank said that inflation is seen to trend
downward to settle within the 2-4% target band in
the coming months.

For 2025, inflation is seen to settle at 3.2%, also
slightly higher than the BSP’s 3.1% forecast.

On the other hand, Mr. Cochrane flagged risks
to the growth outlook for the region, such as
weaker consumer sentiment in China, geopoliti-
cal risks, and the upcoming US elections.

“Should Donald Trump win the presidency, it
would lead to higher tariffs on goods imported
by the US from China and much of the rest of the
world,” he said.
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