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MANILA: The Philippine central bank left its
benchmark interest rate unchanged yesterday,
and dampened expectations for an imminent
policy tightening after it lowered the outlook on
inflation. The policy-making Monetary Board
kept the overnight borrowing rate steady at 3.0
percent, saying domestic demand remains
strong and consumer prices are forecast to stay
well-behaved.

Nine out of 10 economists in a Reuters poll
predicted the central bank would stand pat on
rates. A lone dissenter called for a rate hike.
“Based on what we see today, the Philippine
economy remains robust, it remains resilient.
Inflation is low and stable. You have a growing

economy,” deputy governor Diwa Guinigundo
told a news conference.

The central bank trimmed its 2017 and 2018
inflation forecasts on lower oil prices and global
economic uncertainties, although it said risks
were tilted to the upside. It now expects infla-
tion to average 3.4 percent this year from its
previous estimate of 3.5 percent, and 3.0 per-
cent in 2018 from 3.1 percent. It has a 2-4 per-
cent inflation target for this year and next.

“We continue to think the BSP will be in little
hurry to adjust rates soon. Although the head-
line inflation rate has been drifting higher in
recent months, it remains within the BSP’s target
range,” Capital Economics said in a research

note. Tame inflation and strong growth has
allowed the central bank to keep interest rates
steady since it raised its main rate by 25 basis
points in September 2014.

Strong growth 
Some analysts believe the time is ripe for

tighter policy as Philippine economic growth
stays robust. Eugenia Victorino, economist at
ANZ, is sticking to her prediction the central
bank will raise rates by as much as 50 basis
points this year given strong growth and rising
inflation. Trinh Nguyen, economist at Natixis,
agreed the next move would be a hike as US
rates were going up and domestic inflationary

pressures were rising.  But the deputy governor
said there was no need to modify the current
stance when the inflation forecasts indicate
within-target levels for this year and next. 

The government is confident of hitting this
year’ 6.5-7.5 percent growth target, buoyed by
higher infrastructure spending and robust con-
sumption - the same drivers that helped spur
growth in 2016 to a three-year high of 6.8 per-
cent. Growth in the first quarter could be
between 6.5-7.0 percent, or faster, economic
planning minister Ernesto Pernia told Reuters
yesterday. The central bank has two more meet-
ings, in May and June, before the change in
leadership at the monetary authority. —Reuters

Philippine CB keeps rates steady, trims inflation outlook

TOKYO: A man walks past an electronic stock indicator of a securities firm in Tokyo yesterday. — AP

Global markets rise before 
crucial US healthcare vote

LONDON: World stock markets mostly rose
yesterday as investors awaited a key US
healthcare vote, while London turned flat
one day after a terror attack killed three peo-
ple in the heart of the capital.

Most Asian and European equities edged
up and the dollar recovered somewhat as
investors tracked a bounce in New York,
with focus now on a crucial congressional
vote on US healthcare reform later in the
day. However, markets had suffered a sharp
sell-off Tuesday on fears that US President
Donald Trump’s economy-boosting meas-
ures could be delayed by his struggles to
push through his repeal of Obamacare. 

“Trump’s healthcare vote could be key to
markets,” said Oanda analyst Craig Erlam.
“Should the healthcare plan be approved by
Congress then we could see a resumption of
the Trump rally while a failure could leave
markets vulnerable to a larger correction.”

Expectations are that the tycoon’s health
system proposals will fall foul of lawmakers,
including many Republicans, raising ques-
tions about the fate of promised infrastruc-
ture spending, tax cuts and deregulation.

Back in Europe yesterday, London’s
benchmark FTSE 100 index turned flat at
midday, with the previous day’s terror attack
in the capital showing no noticeable effect
on investor sentiment.

Three people were killed in an “Islamist-
related” attack in Westminster in central
London on Wednesday, when a man mowed
down pedestrians on a bridge and then
stabbed a police officer outside parliament
before being shot dead.

In total, the assailant killed three people
during the rampage: two members of the
public and the stabbed police officer. Forty
people were hurt in the attack with 29 treat-
ed in hospital,  including seven who

remained in a critical condition yesterday.
“Yesterday’s terrorist attack in

Westminster proved once again that mar-
kets are remarkably resilient in the face of
such atrocities,” said IG analyst Joshua
Mahony. “Terrorist attacks will typically only
impact markets if they have a subsequent
international military response. “Memories
of a rise in the French CAC index in the wake
of the Paris atrocities goes to show that mar-
kets are rational and any selling is usually
short-lived if such an attack bears little
impact for the economy going forward.”

The dollar enjoyed some tentative buy-
ing, edging up slightly against the euro and
yen. However, the greenback is still lan-
guishing at five-month lows against the
Japanese unit after the Federal Reserve last
Wednesday indicated its pace of interest
rate hikes would likely be slower than
thought.—AFP

SEOUL: South Korea offered troubled Daewoo
Shipbuilding & Marine Co. a new $6 billion bailout
yesterday, as the giant firm’s financial crisis worsens.
Daewoo is the world’s largest shipyard in terms of its
order book and was previously given a 4.2 trillion
won ($3.8 billion) aid package in 2015. It is majority-
owned by state-owned banks. Previously it was a
subsidiary of the now-defunct Daewoo Group, once
the country’s second-largest conglomerate but
which collapsed in the 1990s.

The shipbuilding unit survived, only for the sector
to suffer turmoil of its own in the face of a global
glut of vessels and ferocious price competition from
China. It suffered a 2.7 trillion won net loss last year,
with its debts 27 times greater than its capital.

The 6.7 trillion won ($6.0 billion) bailout envis-
ages 2.9 trillion won in fresh loans from the Korea
Development Bank (KDB), its largest shareholder
and main creditor, and the Export-Import Bank of
Korea, also a shareholder. The money is condition-
al on other lenders and bondholders agreeing
another 3.8 trillion won in debt-for-equity swaps
and rollovers.

The new rescue plan sparked criticism that Seoul
was backtracking on earlier promises to stop inject-
ing fresh funds into Daewoo. “We’re very sorry that
we’ve failed to assess more conservatively the
industry’s long-term slump and Daewoo’s latent
downside risks,” said KDB CEO Lee Dong-Geol.
Daewoo was in “critical” financial condition and
would face insolvency in April, when it has to repay
large corporate bonds, unless “strong and compre-
hensive measures” were taken, he told journalists.
Economist Chun Seong-In at Hongik University lam-
basted the finance ministry for being “inconsistent,
belated and unfair” in its dealings with the compa-
ny, which has more than 10,000 employees. The
ministry “missed a chance for a radical corporate
restructuring” in 2015, forcing the government to
inject additional funds, he said.

‘Big Three’ 
The global shipbuilding slump is expected to

ease from 2018, when according to Yonhap news
agency the government hopes to sell a downsized
and reborn Daewoo to reduce the country’s “Big
Three” shipbuilders-which also include Hyundai
Heavy Industries and Samsung Heavy Industries-to
two, for better economies of scale. The “Big Three”
shipbuilders were once considered jewels in Korea
Inc.’s  corporate crown, controlling nearly 70 percent
of the global market after seeing off their European
and Japanese rivals in the 1980s and 1990s. Year
after year, they churned out massive cargo ships, oil
tankers and offshore drilling rigs for shipping firms
and energy giants around the world.

But a prolonged slump in oil prices and the glob-
al economic slowdown sapped demand for tankers
and container ships, while overcapacity, regional
rivalry and competition from cheaper Chinese ship-
builders squeezed profit margins.—AFP
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