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Current account gap
further widens in Q1

THE PHILIPPINES’ current ac-
count deficit (CAD) ballooned to
$4.25 billion in the first quarter
amid a larger trade gap, the cen-
tral bank said.

Data from the Bangko Sen-
tral ng Pilipinas (BSP) showed
that the current account deficit
surged by 105% to $4.25 billion
in the first quarter from $2.07 bil-
lion in the same period a year ago.

This brought the CAD as a
share of gross domestic product
(GDP) to 3.7% in the January-
to-March period, larger than the
1.9% in the same quarter in 2024.

“This development reflected
the widening merchandise trade
gap, as import spending grew
faster than export earnings,” the
BSP said in a statement dated
June 13.

“The increase in the current
account deficit also resulted from
the contraction of net revenues
from trade in services due to
lower transport services receipts
and increased outbound travel
spending,” the central bank said.

However, this was partly tem-
pered by higher remittances from
overseas Filipino workers.

Cash remittances rose by 2.7%
to $8.44 billion in the January-

to-March period, while personal
remittances went up by 2.7% to
$9.4 billion in the first quarter.

The central bank expects the
current account deficit — which
covers transactions involving
goods, services, and income — to
reach $19.8 billion or -3.9% of eco-
nomic output in 2025.

TRADE IN SERVICES

Data from the BSP showed net
receipts from trade in services
stood at $3.3 billion in the first
quarter, down 9.3% from $3.7 bil-
lion in the same period last year.

This came as service exports
slipped by 1.5% annually to
$12.56 billion in the first quar-
ter, while imports rose by 1.7% to
$8.92 billion.

“The decline in receipts was
mainly due to lower earnings
from transport services (from $1.1
billion to $755 million), and tech-
nical, trade-related, and other
business services (from $5.5 bil-
lion to $5.4 billion),” the BSP said.

Earnings from insurance and
pension services dropped by 9.8%
to $16 million, while those from
construction fell by 25.7% to $14
million.
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Capital req’ts under SEC
crypto guidelines may
discourage small players

By Revin Mikhael D. Ochave

Reporter

THE NEW GUIDELINES of the
Securities and Exchange Com-
mission (SEC) on crypto-asset
service providers (CASPs) might
discourage smaller players due to
steep capitalization requirements.

Corporations interested in be-
coming CASPs should register with
the corporate regulator and must
have a minimum paid-up capital
of at least P100 million in cash or
property, excluding crypto-assets,
based on SEC Memorandum Circu-
lar No. 5 that contained guidelines
on the operations of CASPs.

Under the rules, a corporation
is required to show proof that
it has met the minimum capital
requirement and that it has suf-
ficient financial resources to “en-
sure that the business is resilient.”

A corporation also needs to ap-
ply for a license with the SEC to
operate as a CASP.

“Since the CASP rules cover
any CASP, this could technically
mean that anyone who wants to
build a homegrown Pinoy Web3
product would need to meet the
P100 million,” he added.

Mr. Reyes said the high
capitalization requirement
might push smaller Filipino
companies to consider estab-
lishing their platform in other
countries.

“This would probably mean
that Filipino builders would
just choose different markets or
countries to launch in, resulting
in less innovation for us,” he said.

“Larger players will have an
easier time penetrating the mar-
ket — there are clearer rules now,
which work in their favor. But for
smaller players and communi-
ties, it feels like a loss. There’s
not much upside for them at this
stage,” he added.

Arlone P. Abello, found-
ing chairman of the Innovative
Movement of the Philippine
Association of Crypto Traders,
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THE BANGKO SENTRAL ng Pilipinas (BSP) is expected
to cut rates by 25 basis points (bps) this week amid easing
price pressures and slowing economic growth.

A BusinessWorld poll conducted last week showed that
15 out of 16 analysts expect the Monetary Board to reduce
the target reverse repurchase rate by 25 bps at its policy
meeting on June 19.

Ifrealized, this would bring the benchmark rate to 5.25%
from the current 5.5%.

Only one analyst, Ateneo Center for Economic Research
and Development Director Ser Percival K. Pefia-Reyes,
expects the BSP to keep rates unchanged.

Analysts said the inflation downtrend and weaker-than-
expected growth in the first quarter gives the central bank
room to continue its easing cycle.

“A lower-than-expected Philippine inflation trajectory,
a stronger local currency, high real rates, and uncertainty
over global growth reinforce our view that monetary policy
easing is far from over,” ING Bank said.

HSBC economist for ASEAN Aris D. Dacanay said he
previously forecasted a pause in June “to be mindful of the
Fed’s preference of taking its time,” but now expects a 25-bp
rate cut on Thursday.

“Due to low inflation over the past two months and slow
growth in 1Q 2025, we now expect the BSP to cut its policy
rate by 25 bps to 5.25% (on June 19),” he said.

Inflation cooled to an over five-year low of 1.3% in May,
as utility costs rose at a slower pace. This brought the five-
month average to 1.9%, slightly below the BSP’s 2-4% target
band.

“Easing inflation offers relief to consumers and busi-
nesses that grappled with elevated prices from 2022 until
the first half of last year,” Moody’s Analytics economist
Sarah Tan said.

ANZ Research said the outlook for inflation “remains
benign amid softer global commodity prices.”

“Given how retail rice prices haven’t plunged as low as
global rice prices did, there is still room for food and overall
inflation to remain subdued throughout the rest of 2025,”
Mr. Dacanay said.

In May, rice inflation continued its downtrend, falling to
12.8% from the 10.9% decline in April.

Metropolitan Bank & Trust Co. Chief Economist Nicholas
Antonio T. Mapa said he expects inflation to be “target
consistent” for this year, 2025 and 2026.

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

BELOW-TARGET GROWTH

Angelo B. Taningco, chief economist of Security Bank, said
below-target gross domestic product (GDP) growth in the
first quarter, as well as the strong peso, are some of the factors
the BSP will take into consideration for this week’s decision.

Pantheon Macroeconomics Chief Emerging Asia Econo-
mist Miguel Chanco said he expects a rate cut this week
“with GDP growth still struggling to engineer a material
pickup.”

The Philippine economy expanded by an annual 5.4% in
the first quarter, slightly faster than the 5.3% growth in the
fourth quarter of 2024 but slower than the 5.9% pace in the
same quarter last year.
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