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THE EARLY RESULT OF THESE 

POLICIES HAS BEEN A SELL-

DOWN OF LONGER TENOR 

BOND YIELDS ON FEAR OF 

HIGHER U.S. GOVERNMENT 

DEFICIT, COUPLED WITH A 

POTENTIAL OF A TRADE WAR, 

WHICH COULD LEAD TO 

HIGHER INFLATION, IF HIGHER 

TARIFFS ARE PASSED ON TO 

END CONSUMERS IN THE U.S. 
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OVER A 5-YEAR AND 10-

YEAR BASIS, WE NOTE THAT 

THE PHP HAS DEPRECIATED 

BY NEARLY 14% AND 30%, 

RESPECTIVELY. 
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 2010-2019 Ave. FY23 1Q24 2Q24 3Q24 4Q24 FY24 

   GDP 6.4 5.5 5.8 6.4 5.2 5.2 5.6 

   Household Consumption 5.9 5.6 4.6 4.7 5.2 4.7 4.8 

      Essentials 5.7 2.6 3.3 3.7 4.9 3.8 3.9 

      Discretionary 6.2 10.7 7.2 7.5 5.9 6.7 6.9 

   Government Consumption 7.6 0.6 1.7 11.9 5.0 9.7 7.1 

   Gross Capital Formation 12.0 5.9 0.5 11.6 13.7 4.1 7.5 

        Fixed Capital Formation 11.0 8.2 2.1 9.7 7.6 4.8 6.0 

           Construction 11.1 9.1 6.9 16.2 8.8 7.8 9.9 

              Public Construction 8.9 9.7 12.1 21.7 3.7 4.9 10.6 

              Private Construction 12.7 8.8 5.3 10.3 11.9 9.5 9.3 

           Durable Equipment 14.0 8.9 -5.5 -4.5 7.9 0.1 -0.5 

   Exports 8.9 1.4 8.4 4.2 -1.4 3.2 3.6 

   Imports 10.9 1.0 2.2 5.3 6.4 3.2 4.3 
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IN 2025, WE EXPECT 

INFLATION TO REMAIN WITHIN 

THE TARGET RANGE AT 2.8%, 

SUPPORTED BY LOWER TARIFFS 

ON RICE IMPORTS AND 

BARRING UNEXPECTED 

COMMODITY SHOCKS. 
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A 100-BASIS-POINT CUT IN 

RRR IMPROVES NET INTEREST 

MARGINS (NIMS) BY 4-5 

BASIS POINTS, SUPPORTING 

PROFITABILITY. HOWEVER, A 

25-BASIS-POINT POLICY RATE 

CUT HAS A SLIGHTLY NEGATIVE 

EFFECT, REDUCING NIMS BY 

3-4 BASIS POINTS. 
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WE EXPECT THE BSP TO BE 

MORE OR LESS IN-STEP WITH 

FED RATE CUTS TO MAINTAIN 

THE POLICY RATE 

DIFFERENTIAL, AND PROTECT 

THE PHP. 
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