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BSP raises rates, s

By Aaron Michael C. Sy

Reporter

THE PHILIPPINE central bank
increased its benchmark in-
terest rate for the first time in
more than two years, while sig-
naling that more “small” inter-
est rate hikes could follow to
safeguard spiraling prices due
to the Iran war.

The Monetary Board of
the Bangko Sentral ng Pili-

pinas (BSP) raised the target
reverse repurchase rate by 25
basis points (bps) to 4.5% at its
policy meeting on Thursday, ef-
fectively ending an easing cycle
that cut the benchmark rate
by 225 bps starting in August
2024.

The central bank also adjusted
the interest rates on its overnight
deposit and lending facilities to
4% and 5%, respectively.

“Once we start raising the
policy rate, we’re likely to raise
it again,” BSP Governor Eli

M. Remolona, Jr. told a news
briefing after the policy deci-
sion. “That’s a better strategy
than raising it just one time and
making a big hike instead of a
small one.”

He noted that monetary policy
involves “several steps” to “mini-
mize disruptions to the economy.”

The decision was in line with
the expectations of 11 of 19 ana-
lysts in a BusinessWorld poll last
week.

It followed an off-cycle meet-
ing last month where the BSP

ignals more hikes

held rates steady as it sought to
calm markets amid growing un-
certainties.

Mr. Remolona said the central
bank raised borrowing costs to
keep inflation expectations an-
chored and contain the buildup of
spillover effects.

“Inflation expectations are ris-
ing further, increasing the risk
that they will de-anchor from our
target,” he said. “This can cause
inflation to become persistent,
hurting households as well as
businesses.”

The BSP raised the policy rate
based on a scenario that oil fu-
tures would remain high in the
near term, with spot prices close
to $100 a barrel, before gradually
declining at the end of the year
and further into 2027.

Mr. Remolona said supply
shocks have already affected the
prices of certain items in the con-
sumer price index.

“For now, yes, it’s mainly a
global supply shock,” he said. “But
we’re beginning to see spillover
effects into other items in the

consumer basket. And the prices
of those other items are affected
by domestic demand.”

In March, headline inflation
rose to an almost two-year high of
4.1%, faster than the BSP’s 3.1%-
3.9% forecast and 2%-4% target
for the year.

The decision to raise interest
rates was not unanimous, Mr.
Remolona said, adding that the
BSP had considered a 50-bp rate
increase but decided against it to
avoid any large moves.
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March deficit widens
as spending outpaces
growth in revenues

By Justine Irish D. Tabile

Senior Reporter

THE NATIONAL Government’s
fiscal gap widened in March as
spending growth outpaced reve-
nue gains, even as the first quar-
ter still ended with a narrower
deficit due to stronger cumula-
tive collections.

In a statement on Thursday,
the Bureau of the Treasury said
the budget deficit in March rose
2% to P349.7 billion from a year
earlier, driven by faster growth in
government expenditures rela-
tive to revenues.

“This outturn reflects a higher
year-on-year increase in expen-
ditures of P32.6 billion, which
outpaced the P25.8 billion rise in
revenues,” the Treasury said.

Government revenues for the
month increased 9.3% to P305.1
billion, supported by both tax
and nontax sources, while expen-
ditures climbed 5.2% to P654.8
billion.

Spending was lifted by higher
transfers to local government
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No talks for

for now, says Trade dep’t

THE DEPARTMENT of Trade
and Industry (DTI) said it has
no immediate plans to impose
a price freeze on basic goods, as
manufacturers continue to ab-
sorb higher production and logis-
tics costs driven by the war in the
Middle East.

The decision signals that re-
tail prices of basic necessities are
expected to remain stable in the
near term despite elevated fuel
costs.

“Fornow, there are no talks [for
a price freeze],” Trade Secretary
Ma. Cristina A. Roque told Money
Talks with Cathy Yang on One
News on Thursday. “Everybody’s
cooperating. The manufacturers
and retailers totally understand
the situation.”

She said there is no need at
this stage to invoke the Price Act,
which allows government inter-
vention in basic goods pricing
during emergencies.

“There’s no need for that
because in all our talks, there
seems to be no problem. Every-
thing goes very smoothly, so for
now, there’s no need for that,”
Ms. Roque said.
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Under the law, prices of basic 1 3 5 2
necessities are automatically fro-
zen at prevailing levels for up to

=
-

60 days when a state of calamity
or emergency is declared, unless
the President decides otherwise.
It also lets the President impose
a price ceiling upon recommen-
dation of the Price Coordinating
Council.

Ms. Roque said the govern-
ment does not expect price in-
creases in basic goods until May
10, based on agreements with
manufacturers and retailers. She
added there have been no discus-
sions on imposing price controls
even after May 10.

Diesel prices have increased
to P100.05 per liter since late
February, while gasoline and
kerosene have risen to P52.30
per liter and P82.40 per liter,
respectively.

“We’re very much concerned
with the prices of food, so we
have to make sure that we moni-
tor this very strictly,” Ms. Roque
said. “We will also enforce [price
stabilization measures] when the
need arises.”

THE PHILIPPINES is set to be added
to JPMorgan Chase & Co.’s local currency
emerging market debt index from Jan. 29 next
year, amove thatis expected to lift foreign par-
ticipation in local bond issuances and improve
pricing conditions for government borrowing.

The inclusion will cover Philippine peso-
denominated government bonds, which will
enter the widely tracked Government Bond
Index-Emerging Markets (GBI-EM).

Finance Secretary Frederick D. Go said the
inclusion signals investor confidence in the
country’s fundamentals and fiscal manage-
ment.

“It reflects a strong vote of confidence
in our solid fundamentals and fiscal dis-
cipline,” he said in a Viber message. “This
milestone will broaden our investor base,
improve market liquidity and help lower
borrowing costs.”

JPMorgan’s GBI-EM tracks sovereign and
quasi-sovereign bonds issued by emerging
markets. Philippine global peso notes were
removed from the index in January 2024 due
to illiquidity concerns.

economy.”

Eligible securities include Philippine peso-
denominated government bonds issued from
2023 with maturities of up to 20 years.

The Philippines was placed on “Index
Watch Positive” seven months before the an-
nouncement.

A joint statement from the Department
of Finance, Bureau of the Treasury and
Bangko Sentral ng Pilipinas (BSP) said the
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decision reflects reforms aimed at deepen-
ing bond market liquidity, expanding the
interest rate swap market, strengthening
the repo market and simplifying tax treaty
application rules.

BSP Governor Eli M. Remolona, Jr. said
the development strengthens capital market
depth and monetary policy transmission.

“This is a major step in deepening the Phil-
ippine capital markets, with significant bene-
fits to the government, to domestic and global
investors and to local banks and businesses,”
he said. “As bonds gain more liquidity, this
will help the BSP transmit monetary policy,
benefiting borrowers and investors across the

The agencies said they would continue
coordinating with regulators and market par-
ticipants to align domestic trading and pricing
practices with global standards.

Reyes Tacandong & Co. Senior Adviser
Jonathan L. Ravelas said the inclusion boosts
the country’s credibility in global debt mar-
kets and supports sustained foreign inflows.
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