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BSP resumes easing with 25-bp cut

By Luisa Maria Jacinta C. Jocson
Senior Reporter

THE BANGKO SENTRAL ng Pilipinas
(BSP) cut borrowing costs by 25 basis
points (bps) on Thursday and signaled
further easing amid a “more challenging
external environment.”

The Monetary Board on Thursday
reduced the target reverse repurchase
rate by 25 bps to 5.5% from 5.75%. All 17

economists in a BusinessWorld poll last
week predicted a 25-bp cut.

Rates on the overnight deposit and
lending facilities were also lowered to 5%
and 6%, respectively.

“The Monetary Board noted the more
challenging external environment, which
would dampen global gross domestic
product (GDP) growth and pose a down-
side risk to domestic economic activity,”
BSP Governor Eli M. Remolona, Jr. said.

“On balance, the more manage-
able inflation outlook and the risks

to growth allow for a shift toward a
more accommodative monetary policy
stance,” he added.

Mr. Remolona noted the risks to the
inflation outlook have also eased and
remained “broadly balanced” until 2027.

The central bank slashed its risk-
adjusted inflation forecasts to 2.3% in
2025 from 3.5% previously; and to 3.3%
in 2026 from 3.7% previously. It also now
expects inflation to average 3.2% in 2027.

“Like the rest of the world, we’re look-
ing at slower growth, but unlike the rest

of the world, we’re looking at lower infla-
tion,” Mr. Remolona said.

“The rest of the world is looking at
higher inflation. The lower inflation
rates that we’re looking at give us more
degrees of freedom,” he added.

Latest data from the local statistics
authority showed inflation slowed to
1.8% in March from 2.1% in February, its
slowest rate in nearly five years.

This brought average inflation to 2.2%
in the first quarter, well within the cen-
tral bank’s 2-4% target.

“Upside pressures come from possible
increases in transport charges, meat pric-
es, and utility rates,” Mr. Remolona said.

On the other hand, downside risks
could come from “continuing effects of
lower tariffs on rice imports and the ex-
pected impact of weaker global demand.”

US TARIFFS
Mr. Remolona said the US’ new tariff an-
nouncement had already been factored
into its policy decision.
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Moody’s Analytics trims PHL growth forecast on US taritts

MOODY’S ANALYTICS trimmed its
gross domestic product (GDP) fore-
cast for the Philippines amid “weak-
er growth prospects” due to the
impact of the US reciprocal tariffs.

“The US dealt the Philippines
a harder blow than we expected,
declaring a 17% tariff, so we have
trimmed our GDP growth forecast
to 5.8% from 5.9% in our March
baseline,” it said in a report.

“Again, we’ll have to wait and
see whether the diluted 10% tariff
will lastlong term or revert to 17%.”

Moody’s Analytics’ forecast
is below the government’s 6-8%
target this year.

A chart from Moody’s Analyt-
ics showed the Philippines’ 17%
tariff could have a direct hit of
-0.4% on GDP.

“Although US President Don-
ald J. Trump has just declared
a 90-day freeze on most of the
harsh tariffs announced a week
ago and applied a 10% blanket
tariff in their place, the April
baseline represents the economic
toll they’ll have should they even-
tually go ahead in full.”

“Even if a 10% tariff on most
trading partners becomes aperma-
nent US policy, many Asia-Pacific
economies will suffer direct and
indirect bruising as intraregional
trade diminishes,” it added.

The tariffs are expected to
weaken the country’s goods ex-
ports to the US, as it is the largest
buyer of Philippine-made goods.

The Philippines’ top destina-
tion for exports is the United

States, accounting for about 17%
of the total in 2024.

“Further, slowing growth in Chi-
nawill hitservice exports, especially
in tourism-related sectors. Prior to
the COVID-19 (coronavirus disease
2019) pandemic, Chinese tourists
were the country’s largest group of
visitors,” it added.

Moody’s Analytics flagged the
uncertainties from countries’ tar-
iff negotiations with the Trump
administration.

“The big unknown is how nego-
tiations might alter the extent and
duration of tariffsin all directions and
whether the USwill extend its 90-day
pause on tariffs for 75 countries.”

Mr. Trump’s tariffs have shown
the steepest increases since the
1930s, it added.

“Uncertainty is palpable, with
tumbling and volatile equity mar-
kets headlining financial market
turbulence.”

“The negative and pervasive
impact of a sustained rise in un-
certainty cannot be understated.
Household and business sentiment
is crumbling, and if the calamity
continues, monetary policy easing
that was supposed to characterize
2025 will lose some of its potency.”

Consumers are also expected to
spend less amid the economic un-
certainty. Businesses are also seen to
hold back on investments, it added.

The slew of tariffs also “in-
crease the odds of a global reces-
sion,” Moody’s Analytics said.

“Under those tariffs, inflation
across Asia would stay subdued

amid weaker trade and growth
dynamics. Inflation in the US,
however, would rise as tariffs in-
creased prices of producer and
consumer goods.”

Meanwhile, Moody’s Analyt-
ics said Philippine inflation will
likely remain within the 2-4% tar-
get band for the rest of the year.

It also expects the central bank
to deliver another 25-basis-point
(bp) rate cut in the second half,
following its April policy decision.

‘TOO0 EARLY’
Meanwhile, Fitch Solutions unit
BMI said the Philippine GDP may
grow by 5.2% this year if the US
implements a 17% tariff on the
Philippines.

Moody’s, S1/7

ing,” Mr. Go said.

“The best possible outcome
is a free trade agreement [be-
tween the Philippines and the
US] — a free trade agreement
means zero tariffs on their side
and zero tariffs on our side —
that’s probably the best pos-
sible outcome of that meeting,
but again it’s open communica-
tion, dialogue, cooperation and
let’s see what we can negotiate,”
he added.

Citing the National Economic
and Development Authority,
Mr. Go estimated the 17% tariffs
on Philippine goods will have a
“small” 0.1% effect on the coun-
try’s gross domestic product
(GDP) over the next two years.

“First of all, what we can
clearly see in the reciprocal
tariffs imposed by America on
the world is that the Philip-
pines has a slight advantage,”
he added.
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PHL urged to ramp up

By Justine Irish D. Tabile

Reporter

THE PHILIPPINES should
boost efforts to improve its
competitiveness in attracting
investments amid the 90-day
pause on US President Donald
J. Trump’s higher reciprocal
tariffs.

“It is difficult to read Trump’s
mind. Who knows, there might be
another ‘shocker’ after the 90-day
recess,” said Robert M. Young,
president of the Foreign Buyers
Association of the Philippines,
in a Viber message on Thursday.

“In the meantime, let’s all get
back to work and sharpen our pen-
cils to re-evaluate and shape up to
be able to compete globally. As it s,
the Philippines is considered the

competitiveness amid Trump tariff reprieve

last option due to the higher cost of
doing business,” he added.

Mr. Young said it is high time
for the Philippines to ramp up its
capabilities as competition heats
up with other markets.

“The Philippines’ focus should
be on the major categories like
agricultural products, electron-
ics, minerals, and manufactured
items like garments and apparel,”
he added.

Mr. Trump on Wednesday an-
nounced a 90-day pause on the
higher reciprocal tariffs on most
of the US’ trading partners, in-
cluding members of the Associa-
tion of Southeast Asian Nations
(ASEAN).

The US slapped ASEAN coun-
tries with some of the highest
tariffs. Cambodia is facing a 49%
tariff, followed by Laos (48%),
Vietnam (46%), Myanmar (44%),

Thailand (36%), Indonesia (32%),
Malaysia (24%), and Brunei (24%).

The Philippines was slapped
with a17% tariff, which is among the
lowest in the region, only second to
Singapore’s baseline rate of 10%.

With the 90-day pause now
in place, all countries including
the Philippines will face a blanket
10% duty until July.

Meanwhile, Philippine Cham-
ber of Commerce and Industry

Chairman George T. Barcelon
said that the business sector is
still adopting a wait-and-see
stance.

“[This pause] is a good develop-
ment ... This period would give us
some time to clarify the matter of
if and when they will reimpose,
whether it is across-the-board
coverage or select goods still,” said
Mr. Barcelon in a phone interview.
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