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1. EXECUTIVE SUMMARY

As the Philippines assumes the 2026 ASEAN Chairmanship under the theme "Navigating
Our Future, Together," the nation is launching its most ambitious trade re-engineering project
to date: The Eastern Spine. This strategy decentralizes the national economy by activating
the Pacific Seaboard, replacing weather-vulnerable ferry routes with permanent undersea
tunnels, and empowering MSMEs with Project Nexus digital liquidity. By 2030, this

architecture will ensure that Philippine trade is resilient, inclusive, and Pacific-oriented.
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2. THE CHALLENGE: BREAKING THE MANILA FUNNEL

For over a century, 80% of Philippine maritime traffic has been a prisoner of the "Manila

Funnel." This over-reliance has created:

e Logistical Fragility: A single disruption in the West Philippine Sea or Manila port
cascades into a national supply chain crisis.

e The "Typhoon Tax": In 2025 alone, maritime trade in the San Bernardino Strait was
halted for a combined 42 days due to weather, costing the economy billions.

e MSME Exclusion: High "Middleman" costs in the capital prevent provincial

producers from reaching global markets directly.

3. THE SOLUTION: THE EASTERN SPINE ARCHITECTURE

The Eastern Spine creates a redundant trade backbone along the country's eastern coast,

anchored by two strategic hubs:
3.1 The Luzon Economic Corridor (LEC)

In early 2026, the UK formally joined the US and Japan in supporting the
Subic-Clark-Manila-Batangas Freight Rail. This serves as the western feeder to our

eastern ports.
3.2 APECO: The Pacific Gateway

The Aurora Pacific Economic Zone (APECO) has received a P381.54M budget for

2026—a 49% increase—to finalize its pivot into a National Defense & Pacific Trade Hub.

e Infrastructure: A new central expressway and a Ready-for-Fit-Out (RFFO)
commercial campus are currently under construction to fast-track investor

onboarding.
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4. DOMESTIC PILLAR: THE FIXED-LINK REVOLUTION

The 2026 General Appropriations Act has allocated P130M for definitive feasibility studies of

permanent island links.

e House Bill 4589 (Luzon-Visayas). Proposed by Rep. Marcelino Libanan, this bill
pushes for a 28km undersea tunnel connecting Sorsogon to Northern Samar. Unlike
bridges, tunnels are "typhoon-proof," ensuring 24/7 trade regardless of the season.

e House Bill 4950 (Visayas—Mindanao). Funding is now secured for the Southern

Leyte-to-Surigao link.

5. DIGITAL PILLAR: THE HUMAN CAPITAL LAYER (MSME LITERACY)

Infrastructure creates access, but Digital Literacy creates participation. Following the

Digital-PINAS framework, we implement a three-tier model:

1. Tier 1: Fintech Literacy. Training MSMEs to use Project Nexus for instant,
QR-enabled cross-border settlements, reducing "payment friction" and improving
liquidity.

2. Tier 2: Agentic Logistics. Teaching MSMEs to use Al assistants to sync their
inventory with the National Logistics Cloud, allowing them to "slot" into the smart port
schedules of Zamboanga and Batangas.

3. Tier 3: Borderless Branding. Empowering producers to skip the "Manila

Middleman" by selling directly to consumers in Tokyo, Jakarta, or Brisbane.
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6. REGIONAL PILLAR: THE BIMP-EAGA DIGITAL LOOP

The BIMP-EAGA corridor is the first testing ground for Project Nexus, which allows InstaPay

to interoperate with the payment systems of Malaysia, Indonesia, and Singapore.

e Green Ports Strategy (GRaSPS). Ports like Zamboanga are being modernized with
Al-managed yard systems and renewable energy power generation (e.g., the 128MW
Hydrogen project by Ally Power at APECO).

e Strategic Trade Management. 2026 marks the launch of the ASEAN Center of
Excellence for MSMEs, ensuring standardized trade rules for all small exporters in

the region.

7. IMPLEMENTATION ROADMAP & CONCLUSION

e 2026: Completion of Fixed-Link Feasibility & Project Nexus pilot live-tests.
e 2027: Live rollout of 24/7 cross-border retail payments via BSP's PhilPaSS Plus.

e 2030: Full operationalization of the Eastern Spine Redundant Route.

The Eastern Spine is not just a route; it is a Legacy of Stewardship. It ensures that the

Philippine economy is no longer a prisoner of its geography, but a master of it.
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