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Macro Movements: Cooling Growth, Calmer Prices; Macro Signals Point to Easing Cycle

Global Trade Friction and Weaker External Demand Drag Growth

» The Philippine economy grew by 5.4% in Q1 2025, falling short of the 5.7% consensus forecast. The miss was driven by
persistent global trade friction, slower electronics exports, muted BPO expansion, and continued underperformance in
agriculture. While the services sector continued to support growth, industry and exports remained soft.

» Reflecting the economic slowdown, the Asian Development Bank (ADB) trimmed its 2025 GDP forecast from 6.2% to 6.0%,
while the International Monetary Fund (IMF) lowered its estimate from 6.1% to 5.5%, pointing to U.S. tariff exposure and
sluggish external demand. ING followed suit, reducing its outlook from 6.0% to 5.6% after Q1 data underperformed
expectations. Despite these revisions, household consumption and public investment continue to provide macro support.

Inflation Falls to 5-Year Low, Strengthening the Case for BSP Rate Cuts

» The Bangko Sentral ng Pilipinas (BSP) projects May inflation to range between 0.9% and 1.7%, following the already low 1.4%
in April—the lowest rate in over five years. The lower inflation rate is largely due to increased food imports and favorable
harvests that pulled rice and food prices lower, Meralco’s electricity rate rollback, and falling fuel and transport costs on the
back of softer global energy prices.

» A stronger Philippine Peso—up 4.25% YTD versus the USD—further eased import costs, reinforcing the downward trend.
With inflation tracking well below the BSP’s 2—4% target, the central bank implemented a 25-bp rate cut in April, bringing the
policy rate to 5.5%, and another cut is widely expected in June. Analysts now anticipate a gradual easing cycle extending
through the second half of 2025, aimed at revitalizing credit growth and private sector investment.

Market Watch: Yields Ease; Risk Appetite Tilts Toward Equities

Bond Yields Decline as Markets Price in More Dovish Outlook

» Yields on short-term government securities continued to decline through May, reflecting market expectations of continued
monetary easing from the BSP.

» Gilobal investors are reallocating to non-dollar emerging market debt markets, with the Philippines benefiting from its improving
inflation dynamics and currency stability.

Equity Rotation Seen as Real Yields Narrow

» With local bond yields compressing and inflation falling, Philippine equities are expected to begin attracting renewed interest.
Domestic investors are selectively rotating around sectors with improving earnings visibility.

Deals Spotlight: Strategic Repositioning in Retail and Energy

Robinsons Retail Executes Strategic 22.2% Buyback via Block Sale

» Robinsons Retail Holdings Inc. (RRHI) completed the PHP 15.77 billion buyback of a 22.2% stake from GCH Investments Pte.
Ltd., a wholly owned unit of Hong Kong based DFI Retail Group, at PHP 50 per share—a 36% premium to its market price.
The transaction was completed via a special block sale on the Philippine Stock Exchange.

» The deal lowered the number of shares outstanding to 1.10 billion, while increasing its treasury shares to over 473 million.
RRHI said the move reflects its confidence in the company’s long-term value and fundamentals. DFI, for its part, is exiting
passive investments to focus on operating businesses as its core market strategy.

Prime Infra Acquires 60% of First Gen’s Natural Gas Platform for PHP 50B

» Prime Infrastructure Capital Inc., chaired by Enrique Razon, signed a PHP 50 billion deal to acquire 60% of First Gen
Corporation’s natural gas business, covering four operational power plants (Santa Rita, San Lorenzo, San Gabriel, and Avion),
the upcoming 1.2 GW Santa Maria facility, and an offshore LNG terminal in Batangas.

» This transaction adds to Prime Infrastructure’s existing upstream stake in Malampaya via Prime Energy and its existing natural
gas power plants, giving the Company vertically integrated control across the entire natural gas energy supply chain—from
extraction to import, storage, and generation.
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