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Inflation likely within target until ’26

PRIVATE SECTOR economists

expect inflation to remain within
the central bank’s 2-4% target
from this year to 2026, the Bang-
ko Sentral ng Pilipinas (BSP) said.

The BSP’s latest survey of ex-
ternal forecasters in its Monetary
Policy Report showed that ana-
lysts’ mean inflation forecast for
this year stood at 3.1%, lower than
the central bank’s 3.3% baseline
projection.

The survey showed an 82.6%
likelihood that inflation will set-
tle within target this year and an
83.5% probability for 2026.

“Inflation expectations con-
tinue to be well-anchored. Risks
are broadly balanced, with headline
inflation expected to stay low and
manageable over the medium term.”

For 2026, economists expect
inflation to average 3.2%, also be-
low the BSP’s 3.5% forecast.

Headline inflation averaged
3.2% in 2024, well within the tar-
get band. January inflation data
will be released on Feb. 5.

The survey showed the within-
target inflation outlook is mainly
driven by easing rice and oil
prices.

“Downside risks to the infla-
tion outlook are seen to emanate
largely from lower rice prices,
amid the implementation of Ex-

ecutive Order (EO) No. 62 and
lower oil prices,” the BSP said,

President Ferdinand R. Marcos,
Jr. last June signed EO 62, which
slashed rice import tariffs to 15%
from 35% until 2028, citing the
need to curb rice prices.

Rice inflation has slowed to
0.8% in December from 5.1% in
November and 19.6% a year prior.
Rice is typically the biggest con-
tributor to overall inflation.

Global crude oil prices are seen
to ease further, the BSP said.

“Futures prices have declined
due to market expectations of
higher US oil production and
expectations of weaker global
demand as well as the likelihood
of global oversupply.”

“This in turn led to a delay
in the anticipated increase in
oil production by the Organiza-
tion of the Petroleum Exporting

Countries and other partner
countries (OPEC+).”

However, the central bank
warned thatinflation could breach
the 2-4% band if Dubai crude oil
prices average above $90 per bar-
rel from this year to 2026.

The Development Budget Coor-
dination Committee expects Dubai
crude oil to range from $60 to $80
per barrel from 2025 to 2026.

Inflation, S1/8

PHILIPPINES STEADIES IN LABOR RESILIENCE INDEX

The Philippines kept its 62" place out of 118 countries in the latest Global Labor Resilience Index (GLRI) by public policy advisory firm
Whiteshield. The index assesses countries’ resilience in their labor markets and provides policy guidance on enhancing it. With an overall
labor resilience score of 45.13 (out of a possible 100), the country performed below the East Asia & Pacific regional score of 55.94.
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PDEx to launch gov’t
bond forward contracts

THE PHILIPPINE Dealing and
Exchange Corp. (PDEx) will intro-
duce the country’s first peso-de-
nominated interest rate hedge next
week as part of efforts to boost ac-
tivity in the fixed-income market.

PDEx President and Chief
Executive Officer Antonino A.
Nakpil said the bond trading plat-
form will launch a new derivative
product called government bond
forward contracts, which will be
initially available to banks.

“We’re launching that (gov-
ernment bond forward contracts)
next week, Monday (Feb. 3).
We’re excited about that because
that’s the first purely Philippine
peso-denominated interest rate
hedge,” he told reporters on the
sidelines of a recent Financial
Executives Institute of the Philip-
pines event in Makati City.

“It will be available to the
banks first, the inter-dealer first,
and then later on to clients who
may find that useful,” he added.

Mr. Nakpil previously said
that the Securities and Exchange
Commission approved the mar-
ket framework and infrastruc-
ture to offer the trading of gov-
ernment bond forward contracts
on Jan. 2.

According to Mr. Nakpil,
bond forward contracts, which

designate a fixed price for a debt
security on a future date and let
market participants hedge inter-
est rate risks, will help provide
a new dynamic to the country’s
fixed-income markets.

“It’s a derivative, it’s a new
thing. It will be settled in a
way that is unique. We’re not
creating a futures contract like
in the traditional sense. It is a
forward expression of what has
been established as a method
of hedging in the futures mar-
kets. We’re using an over-the-
counter forward expression of
that,” he said.

“It’s a first. We’ll see if it works.
We think it will work. It’s not a
futures contract so there’s no le-
verage on it,” he added.

Mr. Nakpil said the new prod-
uct is not meant for retail inves-
torsdue toits complicated nature.

“We’ll allow only the dealers
and then qualified investors. Ba-
sically, professionals only. This
is not meant for the retail inves-
tors.” Mr. Nakpil said.

“Some contracts are not meant
for retail investors, especially if
there’s leverage involved. Once
you involve leverage like futures
contracts, it becomes complicat-
ed,” he added. — Revin Mikhael
D. Ochave

PHL on track to exit ‘gray list’ by February

By Luisa Maria Jacinta C.
Jocson Rreporter

THE PHILIPPINES is so far on
track to achieve its target of ex-
iting the Financial Action Task
Force’s (FATF) “gray list” by next
month, the central bank’s top of-
ficial said.

Asked about the progress on
the country’s final steps to exiting
the gray list, Bangko Sentral ng
Pilipinas (BSP) Governor Eli M.
Remolona, Jr. told BusinessWorld
thatit has been “so far so good.”

The FATF recently concluded
its onsite visit in the Philippines
this month ahead of its plenary and
meetings in February, which Mr.
Remolonais scheduled to attend.

At its October plenary, the
FATF kept the country on its list
of jurisdictions under increased
monitoring for “dirty money” risks.

The Philippines has been on
the list for over three years now
or since June 2021.

However, the dirty money
watchdog initially determined that
the country had substantially com-
pleted the recommended action
items to improve its anti-money

laundering and counter financing
of terrorism (AML/CFT) regime.

The FATF’s recent onsite
visit and assessment aimed to
verify the country’s progress
and sustainability of AML/
CFT reforms. This is typically
the final step before it grants a
country an exit from the list.

The Anti-Money Laundering
Council earlier said it was posi-
tive that the country will be able
to exit the dirty money list this
year as it has addressed the re-
maining deficiencies.

However, it cited the need to
sustain the progress on these re-

forms to ensure the country stays
out of the list.

Chester B. Cabalza, found-
ing president of Manila-based
International Development and
Security Cooperation, said the
government must fast-track its
financial reforms to exit the list.

“If in case it achieves the
exodus from the gray list, to draw
more investments and be con-
sidered a respectable economy
in the region, the Philippines is
obliged to have a clear-cut moni-
toring and innovative actions on
how to stay buoyant financially

Gray list, S1/8

Recovery in consumption seen to fuel PHL growth

A RECOVERY in household con-
sumption could drive Philippine
gross domestic product (GDP)
growth to the 6% range this year,
HSBC Global Research said.

“We think household con-
sumption in the Philippines
should return, bit by bit, to its
regular levels, bringing overall
gross domestic product growth
back to the range of 6% or more,”
HSBC economist for ASEAN Aris
D. Dacanay said in a report.

The Philippines’ GDP expand-
ed by 5.2% in the third quarter, its

weakest growth in five quarters.
This brought the nine-month
growth average to 5.8%.

The economy likely grew by
5.8% in the fourth quarter and
5.7% for the full-year 2024, ac-
cording to a Business World poll of
18 economists last week. Fourth-
quarter and full-year GDP data
will be released today (Jan. 30).

The government is targeting
6-6.5% growth for 2024 and 6-8%
for 2025 to 2026.

“Consumption should also be
boosted over the near term with

the recent depreciation in the Phil-
ippine peso against the US dollar
boosting the purchasing power of
every US dollar remitted.”

HSBC also cited a stronger recov-
ery in non-durable consumer goods.

“Non-durable spending may
be improving fast, but spending
on big-ticket items, such as cars
and real estate, will need more
time to return to normal.”

“These goods are large expen-
ditures by nature, potentially
requiring households to acquire
credit. To optimize one’sborrowing

costs, households may be waiting
for the central bank’s easing cycle
to end before eventually deciding
whether to borrow money or not.”
Mr. Dacanay said household
consumption is unlikely to be af-
fected by the Trump administra-
tion’s aggressive tariff policy.
“Remittances, demographics,
and services exports — three sec-
tors of the economy that drive
consumption — are subject to
minimal tariff risks, at best. So, to
monitor the Philippine economy
Consumption, S1/8




