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Corruption scandal to slow PHL growth

P2400 A

THE PHILIPPINE ECONOMY
may see a slowdown until early
2026 as the controversy over
anomalous infrastructure proj-
ects dampens government spend-
ing, Finance Secretary Ralph G.
Recto said on Tuesday.

At a Senate hearing for the De-
partment of Finance budget, Mr.
Recto said growth likely slowed
in the third quarter as President
Ferdinand R. Marcos, Jr. imple-

mented reforms amid the corrup-
tion scandal.

“This (slowdown) could
stretch until the first quarter of
next year,” he said. “The recent
flood control controversy may
have cast a shadow on public
spending, but this is the start of
a cleanup, and we only see upside
over the next few months.”

In July, Mr. Marcos flagged
irregularities in flood control

projects and launched the
sumbongsapangulo.ph website,
which lets citizens report substan-
dard or nonexistent public works.

“The President himself is the
whistleblower of this contro-
versy. And his message is clear:
We will never turn a blind eye to
corruption,” Mr. Recto said.

The corruption scandal sparked
investigations by the Senate, the
House of Representatives, Justice

department, and the newly formed
Independent Commission for In-
frastructure. It also renewed scru-
tiny over the Department of Public
Works and Highways (DPWH),
slowed infrastructure spending, and
triggered a P255-billion cut in the
DPWH’s budget for 2026.

“If part of the budget hadn’t
been lost to corruption, the econ-
omy might’ve been growing by
around 6% to 6.2%, and revenue

collections from the BIR (Bureau
of Internal Revenue) and BoC
(Bureau of Customs) would’ve
been higher,” Mr. Recto said.
Despite this, he remained
confident that the economy
would still meet the lower end of
the government’s 5.5% to 6.5%
growth goal this year.
Inthefirstsixmonthsofthe year,
the country’s gross domestic prod-
uct (GDP) growth averaged 5.4%.

The Finance chief also noted
that weather-related disruptions
affected economic activity in the
third quarter.

“Our approach is anticipatory
and strategic, ensuring that avail-
able fiscal space is directed toward
high-impact, fast-disbursing proj-
ects to counteract the potential
growth slowdown and help keep
full-year GDP growth within the
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MISERY INDEX DIPS TO 6-MONTH LOW IN AUGUST

The Philippines’ adjusted misery index fell to 15.7% in August, the lowest in six months or since the 15.6%

logged in Februa ry. It reflected easinglin une mplyme t and

- aion .MHH.HMM%%MM&%E%MM i Origially

Aug. Sept.

2024

Unemployment
Rate

18.4%
Q

10.5%

Oct. Nov.

Underemployment Rate*

juted ndere mplyme t rates that overtook

Inflation

19.9%
Q

Dec. Jan. Feb.

2025

———— MAdjusted
Rate Misery Index

NOTE:
*Adjusted

-Illll‘l llil"!dtu'-

March April

Source: Philippine Statistics Authority

May June

BusinessWorld Research: Heather Caitlin P. Mafiago

July Aug.

BusinessWorld Graphics: Bong R. Fortin

Central Luzon garment
factory faces closure amid
US taritfs, rising wages

By Justine Irish D. Tabile

Reporter

A GARMENT FACTORY in
Central Luzon is facing clo-
sure, as rising labor costs and
increasing pressure from US
tariffs weigh on its operations,
an industry group said.

“Due to the unfavorable busi-
ness environment, the latest
wage increases, the reciprocal
tariff issue, and related circum-
stances, the company investor
is considering closure of a fac-
tory in Region 3,” Confederation
of Wearables Exporters of the
Philippines (CONWEP) Execu-
tive Director Maritess Jocson-
Agoncillo told Business World.

“We are trying our best to
minimize job loss as of now.
We are trying our best to retain
jobs,” she added.

At the Department of Trade
and Industry’s budget hear-
ing at the Senate on Monday,
Senator Maria Imelda “Imee” R.
Marcos revealed that a factory
producing high-end garments
and travel goods is set to close.

“That is 3,000 jobs... I think
they are closing... We certainly
do not want them to close,” she
said, adding that the factory had
employed around 10,000 at the
height of its business.

In response to this, Trade
Secretary Ma. Cristina A. Roque
said that the Department of
Trade and Industry is trying to
help the company address its
issues.

“We are still resolving their
issues. In fact, I am meeting
with them on the 16%... We don’t
want them to close; we will re-
ally help them as best as we can,”
she added.

Foreign Buyers Association
of the Philippines (FOBAP)
President Robert M. Young said
that many factories are consid-
ering closure because of the US
tariffs.

“There is no significant wide-
spread closure in Region III,
however, all the factories are
now contemplating layoffs, tem-
porary closure, and suspended
work — all kinds of this reduced
productivity,” he said in a phone
interview.
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Flood control scam deralls credlt rating upgrade for PHL

By Adrian H. Halili reporter

THE FINANCE CHIEF on Tuesday said the
multibillion-peso flood control scandal pre-
vented the Philippines from getting a credit
rating upgrade from S&P Global Ratings.

“If [only] we did not have the flood control
issue,” Finance Secretary Ralph G. Recto told
reporters on the sidelines of a Senate budget
hearing, “We met with S&P, and they were ready
to give us a credit rating upgrade this year.”

The controversy, which involves “ghost”

remains unfinished.

projects and fund misuse in government flood

control programs, has triggered investigations
by Congress, the Commission on Audit, the
Ombudsman, and the Independent Commis-

sion for Infrastructure.
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PEOPLE cross a bridge along Juan Luna Street in
Divisoria, Manila, where a flood control project

The Marcos administration is facing increas-
ing scrutiny over flood control projects, where
billions of pesos in public funds were diverted

The scandal highlighted spending in-
efficiencies and governance lapses that
credit agencies closely monitor when
evaluating institutional credibility and
fiscal management.

Asked whether the Philippines can
achieve an “A” credit rating in the next two
years, Mr. Recto said: “I hope so.”

He said the government wants to main-
tain its current credit rating, despite the
multibillion-peso corruption scandal.

“There is a big chance they will maintain
it, but there was a bigger chance for a credit

rating upgrade,” he added.
In November 2024, S&P affirmed its

through padded contracts and shell companies.

“BBB+” long-term credit rating for the Phil-
ippines, which is a notch below the “A” level
grade targeted by the government.
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Bank secrecy reform needed to curb corruption — BSP

FISCAL TRANSPARENCY reforms,
starting with the easing of the
bank secrecy law, may help curb
corruption more effectively than
demonetizing large-value peso
bills, the Bangko Sentral ng Pili-
pinas (BSP) said.

In a research blog posted on
Tuesday, BSP officials said the
proposed demonetization of
P1,000 and P500 bills is a “blunt,
high-cost instrument against cor-
ruption.”

“If the objective is to combat
corruption, financial transpar-
ency reforms offer far greater
promise. Chief among them is
reforming the bank secrecy law
(Republic Act No. 1405), still one
of the strictest in the world,” they
said.

The blog post was authored by
BSP Assistant Governor Maria
Margarita Debuque-Gonzales,
BSP Deputy Governor Mam-
erto E. Tangonan and Eloisa T.

Glindro, director at the BSP’s
Currency Policy and Integrity
Department (CPID).

“Easing bank secrecy — with
appropriate safeguards — would
empower investigators to trace
illicit funds, match deposits to as-
set declarations, and build pros-
ecutable cases,” the BSP officials
said. “Unlike demonetization,
which imposes broad costs on
the public, transparency reform
targets corruption at its source.”

Former Finance Secretary Ce-
sar V. Purisima earlier suggested
the demonetization of P1,000 and
P500 bills to curb corruption, as
it would make it more difficult to
transport large sums of cash.

His proposal came after a Sen-
ate probe revealed that several
Public Works officials delivered
around P1 billion in cash packed
in multiple suitcases to a law-
maker.
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