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S&P cuts PHL outlook to ‘stable’

By Katherine K. Chan

Reporter

S&P GLOBAL RATINGS revised
the Philippines’ credit outlook
to “stable” from “positive,” cit-
ing risks to the country’s external
and fiscal position from surging
energy prices due to the Middle
East conflict and a slowdown in
infrastructure spending.

“We revised the rating outlook
on the Philippines to stable from
positive because the war in the
Middle East has increased risks
for the trajectory of the country’s
external and fiscal metrics,” the
rating agency said in a report
by analysts YeeFarn Phua and
Andrew Wood released late on
Wednesday.

A stable outlook means the
Philippines’ credit rating will
likely be maintained over the

next two years, reflecting ex-
pectations that the country will
“maintain healthy economic
growth rates that will allow
fiscal performance to improve
gradually while external metrics
deteriorate slightly.”

S&P noted that “elevated en-
ergy prices will widen the Phil-
ippines’ current account deficit
this year, reducing cushion on
its net external asset position.”
Global oil prices have risen to

over $100 per barrel following
the Middle East conflict, up from
about $60-70 per barrel earlier
this year, increasing import costs
for energy-dependent economies
such as the Philippines.

The current account deficit is
projected to widen to 4% of gross
domestic product (GDP) in 2026,
as higher energy import costs
offset reduced capital goods im-
ports following the suspension
of some infrastructure projects.

The energy shock has also
bucked the country’s easing infla-
tion trend.

After inflation cooled to 1.7%
in 2025, S&P said the “trend has
bucked since the outbreak of
the Iran war led to a surge in oil
prices,” with inflation projected
to rise to 3.4% in 2026. Infla-
tion averaged 2.8% in the first
quarter, as back-to-back oil price
hikes pushed March inflation to
a near two-year high of 4.1%, the

first time since July 2024 that it
breached the central bank’s 2%-
4% target.

On the domestic front, the
credit watcher said the “investi-
gations into flood control proj-
ects that commenced in August
2025 have severely hit the Phil-
ippines’ growth momentum,”
leading to a “temporary reduc-
tion in public infrastructure
spending.”

PHL outlook, SI/2

Banks’ bad

loan ratio
hits 6-month

high in Feb.

THE PHILIPPINE BANKING
sector’s gross nonperforming
loan (NPL) ratio rose to a six-
month high in February, prelimi-
nary data from the Bangko Sen-
tral ng Pilipinas (BSP) showed.

Domestic banks’ gross NPL
ratioincreased to 3.33% as of end-
February from 3.31% a month
earlier but eased from 3.38% a
year ago.

This was the highest bad loan
ratio in six months, or since 3.5%
in August last year, and matched
the ratio recorded in October.

Loans are considered nonper-
forming when they remain un-
paid for at least 90 days after the
due date. These are classified as
risk assets since borrowers are
unlikely to pay.

Based on BSP data, banks’
nonperforming loans in Febru-
ary reached P553.678 billion, up
0.52% from P550.812 billion in
January.

Year on year, bad loans rose by
7.86% from P513.348 billion.

The total loan portfolio of
Philippine banks stood at P16.603
trillion at end-February, 0.2%
lower than P16.636 trillion in the
previous month. It was, however,
9.43% higher than the P15.173-
trillion portfolio recorded in Feb-
ruary 2025.

Jonathan L. Ravelas, a senior
adviser at Reyes Tacandong &
Co., said the recent increase in
bad loans mainly reflected “nor-
malization” rather than issues
in the banking system’s lending
activities.

“The slight uptick in NPLs
reflects the lagged impact of last
year’s high interest rates, some
seasonal cash-flow pressure early
in the year, and faster loan growth
where a bit of slippage is normal
at the margins,” he said in a Viber
message.

Bad loan ratio, S1/2
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across regions in March
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Maharlika backs proposal to tap fund for energy diversification

By Justine Irish D. Tabile

Senior Reporter

MAHARLIKA Investment Corp.
(MIC) said it is open to a proposal
raised during a House hearing to
tap the sovereign wealth fund
for energy diversification as fuel
supply risks rise.

“We fully welcome and
support the policy direction
and recommendations raised
during [Wednesday’s] House

Gov’t eyes P60-billion

Committee on Ways and Means
hearing,” MIC President and
Chief Executive Officer Rafael
D. Consing, Jr. said in a Viber
message to BusinessWorld late
on Wednesday.

“Tapping the Maharlika fund
for energy diversification per-
fectly aligns with our mandate to
invest in critical infrastructure
thatdrives sustainable, long-term
national development,” he added.

A lawmaker on Wednesday
asked the Department of Econo-
my, Planning, and Development

(DEPDev) about the possibility
of tapping the Maharlika fund for
energy diversification.

DEPDev Secretary Arsenio M.
Balisacan said the MIC has al-
ready invested in the energy sec-
tor, particularly in transmission.

“I think (yes), of course, if it
meets the objectives of Mahar-
lika, that is, it must be sustainably
profitable,” he said.

“And I think that industry is
quite profitable, so it should be a
good project,” Mr. Balisacan said
during the hearing.

The Philippines remains heav-
ily dependent on fossil fuels, with
renewables accounting for 26% of
the power generation mix, close
to the government’s 35% target
by 2030.

As a net importer of crude
oil, largely sourced from the
Middle East, the country re-
mains exposed to global price
volatility.

Mr. Consing said energy secu-
rity and diversification are among
MIC’s priority sectors.
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e-vehicle incentives

By Beatriz Marie D. Cruz

Senior Reporter

THE PHILIPPINE government is
looking to earmark P60 billion to
support the local manufacturing
of electric vehicles (EVs), with the
Department of Trade and Indus-
try citing rising fuel costs and the
need to reduce reliance on gaso-
line-powered vehicles.

Based on recent consultations
with prospective investors on the
proposed Electric Vehicle Incen-
tive Strategy (EVIS), a govern-
ment program aimed at attracting
EV manufacturers and boosting
local production, the government
plans to provide fiscal support
of P15 billion per participant for
the domestic production of four-
wheeled EVs.

The package will cover makers
of battery EVs (BEVs), plug-in
hybrid EVs (PHEVs), and hybrid
EVs. The details of the framework
have yet to be finalized.

On the sidelines of the Ma-
nila International Auto Show
on Thursday, Trade Undersec-
retary Ceferino S. Rodolfo said
the government is focusing
its efforts on incentivizing EV
makers in the Philippines amid
growing demand for electrified
vehicles.

“Given the increasing fuel
prices and the logistics cost of im-
porting vehicles into the country
rather than in-country produc-
tion, those producing here would
benefit,” he told reporters.

The government plans to re-
lease the executive order for the
EVIS before President Ferdinand
R. Marcos, Jr.’s State of the Nation
Address in July, Mr. Rodolfo said.

EV makers would also benefit
from the Philippines’ ecosystem
of parts manufacturers and work-
ers that can support their assem-
bly facilities, he added.

The proposed package under
EVIS is larger than the P9 billion
earmarked under the Revitaliz-
ing the Automotive Industry for
Competitiveness Enhancement
(RACE) program, the government’s
initiative to incentivize the local
production of internal combustion
engine (ICE)-powered cars.

Trade Secretary Ma. Cristina
A. Roque said on Wednesday that
the government is dropping the
RACE program to focus on pro-
viding incentives to EV makers.

The RACE program was meant
to be a successor to the recently
concluded Comprehensive Au-
tomotive Resurgence Strategy
(CARS), which sought to incen-
tivize manufacturers of four-
wheeled vehicles.
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OFW remittances at risk
as Mideast war drags on

THE PHILIPPINES could
see a drop in cash sent home
by overseas workers if the
Middle East conflict persists,
global debt watcher Moody’s
Ratings said.

The country’s “Baa2 stable”
rating places it among higher-
rated sovereigns, which Moody’s
Ratings said generally have
stronger financial and institu-
tional buffers, although pro-
longed disruptions could pose
risks to the country’s external
and fiscal position.

In areport titled “Middle East
shock will test sovereigns with
limited credit buffers,” the debt
watcher said a key risk is the po-
tential impact on overseas Fili-
pino workers (OFWs) stationed
in the region.

“A prolonged conflict would
reduce incomes and employ-
ment prospects from migrant
workers in the Middle East,
dampening remittance inflows
to... the Philippines (Baa2
stable), among other sources of
foreign labor,” it said.

Latest central bank data
showed that Filipinos abroad

sent home a total of $3.02 billion
in January, up 3.5% from $2.918
billion a year ago but down 14.3%
from the record-high $3.522 bil-
lion in December.

Of the total, 17.1% or $516.512
million came from the Middle
East.

Around 2.4 million Filipinos
are based in the Middle East,
with most in the United Arab
Emirates, Saudi Arabia, Qatar,
and Kuwait, according to gov-
ernment data.

The Philippines is also ex-
posed to higher energy costs as a
net importer of oil and gas.

Moody’s Ratings said sup-
ply disruptions and higher
energy prices are key transmis-
sion channels of the conflict,
which could affect inflation,
fiscal balances, and external
accounts.

While higher-rated sover-
eigns such as the Philippines
have stronger buffers, Moody’s
Ratings said a “sustained in-
crease in energy and fertilizer
prices” could “constrain fiscal
and monetary flexibility.”

Remittances, S1/3




