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Philippines retains ‘partly free’
status in global freedom report
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Philippines retains ‘partly free’
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The Philippines maintained its “partly free” status 
with an overall score of 58 out of 100 in the 2026 
edition of the annual Freedom in the World report 
by US nonprofit organization Freedom House. The 
report assesses the condition of political rights and 
civil liberties across 195 countries and 13 territories.

2026 Freedom in the World Scores
of Southeast Asian Countries and Territories

WASHINGTON, D.C. — The Phil-
ippines could regain its economic 
momentum later this year or by 
early 2027 if the energy shocks 
prove temporary and the local 
investment climate improves, 
the International Monetary Fund 
(IMF) said. 

In an exclusive interview with 
BusinessWorld, Krishna Srini-
vasan, director for Asia-Pacific 
Department at the IMF, said eas-
ing external pressures from the 
Middle East conflict and recover-
ing domestic demand, particu-
larly investments, could bring the 
country’s growth to 5.8% in 2027. 

“So, the assumption there 
would be that if the shock is tem-
porary, then things normalize 
and the Philippines goes back to 
a pickup in domestic demand and 
external demand,” he said on the 
sidelines of the IMF and World 
Bank’s Spring Meetings last week. 

“If the shock dissipates, you 
could see the momentum starting 

THE NATIONAL Government’s 
(NG) debt service bill surged 
more than sixfold in February, 
mainly due to a massive increase 
in domestic amortization, data 
from the Bureau of the Treasury 
(BTr) showed. 

Debt payments jumped by 
725.7% to P430.64 billion in 
February from the P52.15 billion 
recorded a year earlier. 

Month on month, debt service 
went up by 212.8% from P137.67 
billion in January. 

Debt service refers to pay-
ments made by the NG on its do-
mestic and foreign debt. 

In February, the government’s 
repayment of its loan principal or 
amortization accounted for the 
bulk or 88.6% of total debt ser-
vice, while the rest went to inter-
est payments. 

Principal payments sharply 
increased by 10,191.5% to P381.71 
billion in February from P3.71 bil-
lion a year ago. 

This was mainly due to the 
surge in amortization on domes-
tic debt to P378.51 billion in Feb-

later this year and beginning of 
next year,” he added. 

The multilateral lender’s Philip-
pine growth outlook for 2027 is sig-
nificantly faster than its downgraded 
4.1% estimate for this year and the 
4.4% output recorded last year. 

Still, Mr. Srinivasan noted that 
the Philippines may be worse 
off if the conflict intensifies, or 
in which energy price increases 
are higher and more persistent 
as well as if energy infrastructure 
takes more hits.

“I think the risk, all the num-
bers I’m quoting are from the ref-
erence scenario, which assumes 
that the shock is temporary. It’s 
a transient shock. It doesn’t last 
for that long. It dissipates very 
quickly,” he said. 

“Now, if that doesn’t happen, 
right, then we have two scenarios 
in the WEO (World Economic 
Outlook) where we talked about 
the fact that growth could come 
down by one to two percentage 
points in Asia. And that, if you do 
the numbers of (the) Philippines, 
I think it would be much more 
significant,” he added.

ruary from just P121 million in the 
same month in 2025. 

“ D o m e s t i c  a m o r t i z a t i o n 
reflects actual principal repay-
ments to creditors, including 
those serviced by the BSF (Bond 
Sinking Fund),” the Treasury said. 

External principal payments, 
on the other hand, declined by 
10.8% to P3.2 billion in February 
from P3.59 billion in the same 
month last year. 

Meanwhile, interest payments 
inched up by 1% to P48.93 billion 
in February from P48.45 billion 
in the same month a year earlier. 

Domestic interest payments fell 
by 11.9% to P37.08 billion in Febru-
ary from P42.07 billion a year ago. 
Broken down, P19.78 billion went 
to interest payments for fixed-rate 
Treasury bonds, P11.95 billion for 
retail Treasury bonds, and P4.63 
billion for Treasury bills. 

Interest payments on external 
debt jumped by 85.8% to P11.85 
billion in February from P6.38 
billion a year ago. 

For the first two months of 
2025, the government’s debt ser-
vice surged by over three times 
or 258.2% to P568.31 billion from 
P158.66 billion in the same period 
last year.

THE DEPARTMENT of Trade 
and Industry (DTI) is looking 
to finalize the text for the Phil-
ippines’ free trade agreement 
(FTA) with Canada by its third 
round of negotiations in July. 

Trade Undersecretary Allan 
B. Gepty told BusinessWorld via 
Viber that the recently concluded 
second round of FTA talks was 
“very productive,” and “[has] 
achieved substantial progress in 
almost all the text-based negotia-
tions.” 

He said the Philippines and 
Canada are on track to finish FTA 
talks within the year. 

“We have two more rounds, 
and we hope to stabilize the text 
by the third round in July. In the 
meantime, we will continue with 
intersessional work as well as 
consultations,” Mr. Gepty said. 

The July round of FTA talks 
will be held in Ottawa, he noted. 

An FTA with Canada, which 
is set to be the Philippines’ first 
trade deal in North America, is 
anchored on the two countries’ 
aim to diversify their respective 
export markets.   

“For Canada, it broadened its 
trade partnerships, particularly 
in the Indo-Pacific region, espe-
cially that we are also negotiat-
ing the ASEAN (Association of 
Southeast Asian Nations)-Cana-
da FTA,” Mr. Gepty said. 

The DTI earlier said that the 
Philippines is expected to finish 
FTA negotiations with Canada 
ahead of the ASEAN-Canada Free 
Trade Agreement (ACAFTA) this 
year. 

The ACAFTA is one of the pri-
ority economic deliverables of the 
Philippines as chairman of the 
ASEAN this year. 

A trade deal between the Phil-
ippines and Canada comes amid 
global trade uncertainties that 

have prompted countries to ex-
pand market access and reduce 
trade barriers.

For the Philippines, the trade 
pact presents opportunities to 
access high-value markets like 
Canada, Mr. Gepty said. 

He noted that the country’s 
young workforce, strong mac-
roeconomic fundamentals, and 
strategic location align with Can-
ada’s push to diversify its trade 
partners.  

“The Philippines stands not 
only as a trading partner, but as 
a strategic gateway, an economy 
with strong growth fundamen-
tals, a dynamic workforce, and 
an advantage position within 
ASEAN,” Mr. Gepty said.  

“This presents also a clear op-
portunity to embed the country 
within Canada’s diversification 
framework, and to secure a more 
stable and expanded access to a 
high-value market,” he added. 

Trade Undersecretary Ceferi-
no S. Rodolfo earlier said the FTA 

would help the Philippines secure 
wider access to the Canada-Unit-
ed States-Mexico Agreement. 
Likewise, Canada would benefit 
from the Philippines’ proximity 
to the ASEAN and regional neigh-
bors like South Korea and China.  

The trade deal would also help 
Philippines promote key sectors 
like mining and mineral process-
ing, digital infrastructure, tour-
ism, and high-value manufactur-
ing with Canadian investors, the 
DTI noted. 

“The Philippines views its 
relationship with Canada not 
merely as a bilateral engagement 
but as a forward-looking alliance 
anchored in resilience, diversifi -
cation strategy, and shared values 
especially commitment to a rules-
based system,” Mr. Gepty said. 

As of end-February, Philippine 
exports to Canada inched up by 
0.7% to $100.39 million, while 
imports grew by 0.5% to $112.59 
million, data from the Philippine 
Statistics Authority showed.  

IMF sees Philippine 
recovery by early 2027 if 
oil shocks are short-lived
By Katherine K.Chan
Reporter
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NG debt service bill 
surges in February

NG debt, S1/8

Philippines, Canada to f inalize text for FTA in July 
By Beatriz Marie D. Cruz
Senior Reporter
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THE BANGKO SENTRAL ng Pili-
pinas (BSP) is widely expected to 
raise interest rates for the first 
time in more than two years as in-
flation risks mount amid tensions 
in the Middle East, according to a 
slight majority of analysts in a poll.

A BusinessWorld poll conduct-
ed last week showed that 11 out of 
19 analysts expect the Monetary 
Board to hike the target reverse 
repurchase rate by 25 basis points 
( bps) at its policy meeting on 
April 23. 

If realized, this would bring the 
benchmark rate to 4.5% from the 
current 4.25%, marking the BSP’s 
first tightening move in over two 
years or since October 2023.  

On the other hand, eight ana-
lysts said the BSP will likely hold 
its key rate steady, citing supply-
driven inflation risks and weaker 
growth prospects.

Since starting its easing cycle 
in August 2024, the central bank 
has slashed the benchmark policy 
rate by a total of 225 bps to an over 

three-year low of 4.25%. It also 
kept borrowing costs steady in an 
off-cycle meeting last month to 
calm markets amid growing un-
certainties stemming from the war. 

Most analysts said the Mon-
etary Board will likely raise rates 
on Thursday as a preemptive 
move to anchor inflation expecta-
tions, with inflation seen breach-
ing the 2-4% target if energy 
prices remain elevated.  

“A 25-bp hike would allow the 
BSP to reaffirm its commitment 

to price stability, even as it keeps 
a calibrated and data-dependent 
stance going forward,” Ruben Carlo 
O. Asuncion, chief economist at 
Union Bank of the Philippines, said. 

Metropolitan Bank & Trust 
Co. (Metrobank) Chief Economist 
Nicholas Antonio T. Mapa said in 
a Viber message that monetary 
tightening will help “corral infla-
tion expectations that may be fray-
ing due to surging energy costs and 
subsequent pickup in prices due to 
second-order effects.” 

BSP Governor Eli M. Re-
molona, Jr. last week told Busi-
nessWorld that they have room to 
raise rates to temper rising infla-
tion amid the Middle East con-
flict as they expect government 
spending to support growth.  

Mr. Remolona noted that second-
round effects may emerge sooner 
than expected as the global oil price 
shock is expected to spill over into 
domestic food and transport costs.  

In March, elevated oil prices 
due to the war drove inflation to a 

near two-year high of 4.1%, faster 
than the BSP’s 3.1%-3.9% forecast 
and 2%-4% target for the year.  

“While current pressures re-
main largely supply-driven, his-
torical experience suggests pro-
longed shocks tend to spill over 
into demand-side dynamics, in-
creasing the risk of de-anchored 
inflation expectations,” Bank of 
the Philippine Islands (BPI) Lead 
Economist Emilio S. Neri, Jr. said 
in a report. 


