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More rate cuts expected in 2" half

(bp) rate cut. This brought the
target reverse repurchase rate
(RRP) to 5.5% from 5.75% previ-
ously.

BSP Governor Eli M. Re-
molona, Jr. signaled further rate
reductions this year as the bench-
mark is still “slightly restrictive.”

However, he noted rate cuts
will still likely be delivered in

rate reduction toward the end
of the year. This is increasingly
becoming our baseline scenario,”
it added.

HSBC Global Research econo-
mist for ASEAN (Association of
Southeast Asian Nations) Aris D.
Dacanay said the central bank has
“swung into dovishness.”

Rate cuts, S1/6

For its part, Metrobank ex-
pects the BSP to deliver one more
25-bp cut this year.

“After today’s 25-bp cut, we
expect one more similar-sized
cut this year, which will bring the
target RRP to 5.25% by yearend.”

“Weak economic growth, how-
ever, could give space for the BSP
to squeeze in an additional 25-bp

“baby steps” or in 25-bp in-
crements. He said the central
bank is also unlikely to lower
rates at every policy meeting
this year.

Mr. Remolona also told
Bloomberg TV on Friday they
would only consider cutting at
every meeting in a “hard-landing
scenario,” which was unlikely.

and Market Strategy Department
said in a report.

It noted that the central bank
will also likely maintain “a cau-
tious approach as markets brace
for the impacts of the trade war
instigated by Donald J. Trump.”

The BSP on Thursday resumed
its rate-cutting cycle, delivering
a widely expected 25-basis-point

THE Bangko Sentral ng Pilipinas
(BSP) is back on its easing track,
analysts said, with rate cuts seen
in the second half of the year.
“Given current projections of
‘target-consistent’ inflation and
the outlook of a fragile global
economy, the BSP will likely
continue easing monetary condi-
tions,” the Metrobank Research
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MANILA CONTINUES TO SLUMP IN IMD’S SMART CITY INDEX

Manila fell four places to 125" out of 146 cities in the latest edition of the Smart City Index.
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This was the Philippine capital’s lowest ranking thus far according to Switzerland-based
International Institute for Management Development (IMD). The Smart City Index measures
and rates each city’s level of technological application to the five key areas: health and safety,

mobility, activities, opportunity, and governance.
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Source: IMD’s Smart City 2025 Report
(https;/www.imd.org/smart-city-
observatory/home/rankings/)
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Top 5
2025 Rank Rank Change(s)
(Qut of 146) CITY, Country from 2024
1 ZURICH, Switzerland 0
2 0SLO, Norway @0
3 GENEVA, Switzerland =
125 4 DUBAIUnted AcbEmintes 8
5 ABU DHABI, United Arab Emirates #r 5
Bottom 5
2025 Rank Rank Change(s)
(Out of 146) (ITY, Country from 2024
146 RIO DE JANEIRO, Brazil L J
145 SANAA, Yemen @4
HANIA 144 GUATEMALACITY, Guatemala @2
Hilges 143 BEIRUT, Lebanon @3
D 12 TN, Tuniss »5

Debt service declines in February

THE NATIONAL GOVERNMENT’S
(NG) debt service slumped year on
year in February as amortization
payments declined, the Bureau of the
Treasury (BTr) said.

Latest data from the BTr showed
payments made by the NG for its debt
plunged by 82.24% to P52.15 billion
in February from P293.62 billion in
the same month last year.

Month on month, debt service
slid by 51.03% from P106.51 billion
in January.

Debt service refers to payments
made by the NG on its domestic and
foreign debt.

In February, interest payments
accounted for the bulk or 92.89% of
total debt service, while the rest went
to amortization.

The government’s repayment of
its loan principal or amortization
declined by 98.49% to P3.71 billion
in February from P245.79 billion a
year ago.

This was mainly due to the 99.95%
drop in amortization on domestic
debt to P121 million in February from
P243.63 billion in the same month
in 2024.

External principal payments, on
the other hand, increased by 65.88% to
P3.59 billion in February from P2.16
billion in the same month last year.

On the other hand, interest pay-
ments inched up by 1.29% to P48.45
billion in February from P47.83 bil-
lion in the same month a year earlier.

Domestic interest payments fell
by 22% to P42.07 billion in Febru-

ary from P34.35 billion a year ago.
Broken down, P20.74 billion went
to interest payments for fixed-rate
Treasury bonds, P16.87 billion for
retail Treasury bonds, and P4.42 bil-
lion for Treasury bills.

Interest payments on external
debt went down by 52.67% to P6.38
billion in February from P13.48 bil-
lion a year ago.

For the first two months of 2025,
the government’s debt service de-
clined by 64.94% to P158.66 billion
from P452.51 billion in the same pe-
riod last year.

Amortization payments for the
January-to-February period plunged
by 98.25% to P5.78 billion from
P330.47 billion a year ago.

Principal payments on domestic
debt slumped by 99.82% to P438 mil-
lion, while those for external debt
declined by 93.83% to P5.35 billion.

On the other hand, interest pay-
ments rose by 25.26% to P152.88 bil-
lion as of end-February from P122.05
billion in the same period a year ago.

Interest payments accounted for
96.35% of the total debt repayments
in the first two months of 2025.

Interest payments on domestic
debt jumped by 37.49% to P114.35
billion, while external debt payments
dipped 0.9% to P38.53 billion.

“The debt service bill for February
declined mainly due to lower obli-
gations on Treasury bonds for the
month,” Oikonomia Advisory and
Research Inc. economist Reinielle
Matt M. Erece said.

“One of the other factors that also
contributed to the lower bill would
be the peso appreciation experienced
since February, which meant lower
foreign payments.”

The peso closed at P57.995 against
the greenback at end-February, ap-
preciating by 37 centavos from its
P58.365-per-dollar finish at end-
January.

Rizal Commercial Banking Corp.
Chief Economist Michael L. Ricafort
said there was a lower amount of ma-
turing debt in February compared with
ayear ago.

Mr. Ricafort noted that lower in-
terest rates also mitigated the rise in
interest payments.

“Further cuts in Fed rates that
could be matched locally could also
help temper the increase in inter-
est payments if there would be ad-
ditional/new borrowings,” he added.

Mr. Ricafort noted the maturing
government securities in April 2025
and from August-September 2025
“could lead to more borrowings to
somewhat pay off or borrow again to
replace the maturing debt.”

In the near term, Mr. Erece ex-
pects the debt service bill to stabilize.

“However, I expect higher debt
servicing obligations in the long term
as a result of higher borrowings this
year,” he added.

The NG’s debt stock rose to a fresh
high of P16.63 trillion as of end-
February but the BTr said this level
“remains manageable.” — Aubrey
Rose A. Inosante
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ANALYSTS have lowered their gross do-
mestic product (GDP) growth forecast for
the Philippines this year, amid the US gov-
ernment’s flip-flopping trade policies.

In a recent report, Nomura Global Mar-
kets Research trimmed its GDP forecast to
5.9% for this year from 6% previously.

“Taking into account the impact of the US
reciprocal tariffs, we now forecast a more
moderate pickup in GDP growth to 5.9%
year on year in 2025 from 5.6% in 2024,”
Nomura analysts Euben Paracuelles and
Nabila Amani said.

This would be a tad below the Develop-
ment Budget Coordination Committee’s
6-8% target band for 2025.

First-quarter GDP data will be released
on May 8.

Nomura said it revised its growth fore-
casts after US President Donald J. Trump
announced the order to impose reciprocal
tariffs on April 2.

Data from Nomura showed the scenarios
by which countries in Asia could be affected
by varying tariffs.

Under a “bad scenario” or if reciprocal
tariffs proceed as planned, including the
125% tariff on China, the export value at risk
for the Philippines is 0.5% of GDP.

In a “good scenario” or if only the base-
line 10% tariffs are implemented, as well as
China’s 125% duty, the Philippines’ export
value at risk from tariffs is at 0.4% of GDP.

On April 9, Mr. Trump suspended the
implementation of the higher reciprocal tar-
iffs for 90 days. The 125% tariff on China as
well as the baseline 10% rate is still in effect.

In a separate report, ANZ Research also
slashed its growth forecast for the Philip-
pines due to the potential impact from tariffs.

If reciprocal tariffs go ahead, ANZ said
GDP could grow as slow as 5.2% this year,
much lower than its current 5.7% forecast.

Tariffpolicy, S1/6




