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In addition to approving the 
half-percentage-point cut on 
Wednesday, Fed policy makers 
projected the benchmark interest 
rate would fall by another half of 
a percentage point by the end of 
this year, a full-percentage point 
next year, and half of a percentage 
point in 2026.

“With the Fed cutting by 50 bps, 
(the BSP) has more than enough 
space to cut the target reverse 
repurchase (RRP) by 25 bps in 
October with September infl ation 
possibly dipping to 2.3%,” Metro-
politan Bank & Trust Co. (Metro-
bank) Chief Economist Nicholas 
Antonio T. Mapa said on X.

Last month, the Monetary 
Board reduced the RRP rate by 
25 bps to 6.25% from the over 
17-year high of 6.5%. This was the 
first time that the BSP reduced 
rates in close to four years.

BSP Governor Eli M. Remolona, 
Jr. has said that the central bank 
can deliver another 25-bp cut in 
the fourth quarter. The Monetary 
Board’s remaining meetings this year 
are scheduled for Oct. 17 and Dec. 19.

Patrick M. Ella, economist at 
Sun Life Investment Manage-
ment and Trust Corp., said the 
BSP would likely cut by at least 
25 bps at its meeting next month.

“I expect another 25-bp cut 
in the next meeting (at least) 
because if the Fed hikes another 
50 bps, the BSP has to match the 
magnitude of the cut in order to 
tame the expected strength in 
Asian currencies due to the Fed’s 
cutting cycle,” he said in an e-mail.

Mr. Ella said that if the Fed con-
tinues its pace of 50-bp sized cuts, 
the BSP may need to follow suit.

The Fed had kept its policy rate 
in the 5.25%-5.5% range since last 
July, when it ended an 18-month 
rate-hike campaign that was 
meant to control a surge in infl a-
tion, which soared in 2022 to a 
40-year high, Reuters reported.

Rate futures traders moved to 
price in even more easing than pro-
jected by the Fed, with the policy 
rate now expected to be in the 4%-
4.25% range by end of this year.

Mr. Mapa said the “door is 
wide open” for the BSP to deploy 
further policy easing in October 
and reserve requirement ratio 
(RRR) cuts in the near term.

He noted that if the BSP would 
keep rates steady in October, the 
Fed would still have two meetings 
in between the Monetary Board’s 

own December meeting. “Makes 
perfect sense for BSP to front load 
cuts,” he added.

The Federal Open Market 
Committee’s (FOMC) last two 
meetings this year are set for Nov. 
6-7 and Dec. 17-18.

Bank of the Philippine Islands 
(BPI) Lead Economist Emilio 
S. Neri, Jr. said that the BSP has 
room to reduce the benchmark 
rate two more times this year, but 
forecasts just one more rate cut.

“Most activity indicators remain 
robust even if policy rates are close 
to 6% and the Monetary Board 
needs to reduce the RRR meaning-
fully and build up its gross interna-
tional reserve (GIR) bu� er while it 
still has the space to do so,” he said.

“Related to GIR accumulation, 
the BSP can probably become as 
aggressive as the FOMC in the cuts 
if our GIR is brought up closer to 
the Philippine economy’s $130-bil-
lion external debt,” he added.

External debt hit a record 
$130.182 billion at the end of 
June, up by 10.4% from  a year ago.

Gross dollar reserves inched 
up by 0.18% to $106.92 billion as 
of end-August from $106.74 bil-
lion as of end-July. This was the 
highest level of dollar reserves 
in 29 months or since the $107.3 
billion in March 2022.

“The BSP hasn’t been able to 
build up its GIR signifi cantly since 
the rate hike cycle in mid-2022. 
The beginning of the US easing 
cycle opens up the window as long 
as we have a comfortable differ-
ential between Philippine and US 
policy rates,” Mr. Neri said.

He also noted that latest macro-
economic data show “robust eco-
nomic activity,” citing easing infl a-
tion, strong employment figures 
and double-digit lending growth.

Headline inflation slowed to 
3.3% in August from a nine-month 
high of 4.4% in July.

“The current Monetary Board 
doesn’t seem to be rushing to cut 
rates as it also needs to proac-
tively give room for the planned 
‘substantial reduction’ in our 
RRR and will need to rebuild a 
bigger GIR bu� er given the rapid 
expansion in the country’s exter-
nal debt,” Mr. Neri added.

Mr. Guinigundo also noted the 
risk of further rate cuts as well as 
RRR reductions.

“The only challenge I could 
foresee is the possible resurgence of 
price pressures from higher liquidity, 
especially when RRR is slashed by a 
few hundred basis points,” he added. 
— with Reuters

The low scores of 15-year Fili-
pino students in the  Programme for 
International Student Assessment 
(PISA) are one of the Philippines’ 
top weaknesses. Filipino students 
were among the world’s weakest in 
math, reading and science, accord-
ing to the 2022 PISA. The Philip-
pines ranked 77th out of 81 countries 
and performed worse than the 
global average in all categories.

Mr. Caballero said that the 
country’s low investment in edu-
cation and the quality of the sys-
tem are fundamental to under-
standing why is it lagging behind 
its regional counterparts.

On appeal, the Philippines 
went up a notch to 54th spot, as it 
performed well in terms of cost-
of-living (20th) and collected per-
sonal income tax (20th). However, 
it ranked low in terms of quality 
of life (57th).

“The Philippines’ appeal is 
also a factor. Although it has a 
relatively strong cost of living, 
its quality of life is lacking, as is 
its performance in measures of 
institutional strength, which are 
crucial for attracting highly quali-
fi ed talent,” Mr. Caballero added.

To improve, he said that the 
country must revisit its overall 
talent development strategy, 
which will help streamline its in-
vestment in the education sector.

“This should be a carefully con-
sidered strategy, not a matter of 
just increasing expenditure, but 
one that aligns investment with 
the outcome of the system, that is, 
the skills and competencies that 
the Philippines’ economy needs 
to perform e�  ciently,” he added.

Jose Enrique “Sonny” A. Africa, 
executive director of think tank 
IBON Foundation, said that the 
country lags in talent competitive-
ness due to its failure to prioritize 
education and public health.

“Asia-Pacific countries like Japan, 
South Korea, Taiwan, Singapore, 
Malaysia, and Thailand have done 
better because they have focused on 
building comprehensive education 
systems, investing in public health, 
and different levels of national indus-
trial policy,” Mr. Africa said via Viber.  

“In contrast, the Philippines 
continues to struggle with reck-
less liberalization, underfunded 
institutions, and shortsighted 
economic strategies,” he added. 

Mr. Africa said the government 
can achieve immediate gains by 
investing more in education, 
health, and social protection, 
which will ensure a more capable 
and productive workforce. 

“The government can build 
more and better public educa-
tional infrastructure, ensure 
universal access to quality educa-
tion, and improve vocational and 
technical training,” he said.  

Me a nw h i l e ,  B e n j a m i n  B. 
Velasco, assistant professor at the 
School of Labor and Industrial 
Relations at the University of the 
Philippines Diliman, said that it 
is not surprising that the country 
ranks very low in the talent index. 

“Many of the indicators for tal-
ent are dependent on education, 
for example, the program for PISA 
rankings, student-teacher ratios, 
and the budget for education,” Mr. 
Velasco said in a Viber message. 

“In this objective set of indica-
tors, we do not do well. Our educa-
tion system is in crisis,” he added. 

To improve its education sys-
tem, Mr. Velasco said that the 
country will have to increase the 
budget for public education, im-
prove pay to attract talent to the 
teaching profession, and provide 
books, gadgets, and classrooms.  
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