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BSP hikes rates for 1st time since 2018
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SOURED LOANS held by Philip-
pine banks declined in March, 
bringing the nonperforming loan 
(NPL) ratio to its lowest in three 
months amid the further reopen-
ing of the economy. 

Data released by the Bangko 
Sentral ng Pilipinas (BSP) on 
Thursday showed the bank-
ing industry’s gross NPL ratio 
slipped to 4.08% in March from 
4.21% a year ago. It is also lower 
than the 4.24% NPL ratio seen 
in February.

The March NPL ratio is the 
lowest since the 4.1% logged in 
December.

B a d  l o a n s  r o s e  2 . 7 %  t o 
P460.458 billion in March from 
P448.44 billion a year ago. How-
ever, it declined 2.6% from the 
P472.664 billion in February.

The asset quality of Philippine 
banks improved amid the expan-
sion in banks’ outstanding loans, 
Asian Institute of Management 
economist John Paolo R. Rivera 
said.

“This [decline in NPL ratio] is 
due to increased economic and 
business activities that allow for 
more demand for loans coupled 
by a relatively more stable income 

flows given a more sustained eco-
nomic reopening,” Mr. Rivera 
said in a Viber message.

The government placed Metro 
Manila and some provinces un-
der the most lenient alert level in 
March as the number of corona-
virus disease 2019 (COVID -19) 
infections plunged.

In March, outstanding loans 
by big banks expanded by 8.9%, 
the quickest rise since the 9.6% in 
June 2020.

As NPLs declined, the lenders’ 
gross loan portfolio continued to 
expand by 5.8% to P11.28 trillion in 
March from P10.66 trillion a year 
ago. It also edged up 1.2% from the 
P11.15 trillion in February. 

Meanwhile, past due loans fell 
4.4% to P544.593 billion in March 
from P569.639 billion a year ago. 
This brought the ratio to 4.83% 
from 5.34% a year ago. 

On the other hand, restruc-
tured loans climbed 46.7% to 
P341.771 billion from P232.925 
billion a year ago. These bor-
rowings accounted for 3.03% of 
banks’ loan portfolio from 2.18% 
previously. 

Even as asset quality im-
proved, the loan loss reserves 

grew 9% to P406.975 billion 
from P373.281 billion last year. 
This is equivalent to 3.61% of 
lenders’ loan portfolio, inching 
up from 3.5% a year ago.

The industry’s NPL coverage 
ratio improved to 88.38% from 
83.24% a year ago.

Mr. Rivera said the incoming 
administration should make sure 
there are no disruptions to eco-
nomic activity to allow borrowers 
to recover. 

“[The] new administration 
must ensure that the economy re-
mains to be uninterrupted so that 
jobs are generated and secured,” 
he said.

The jobless rate slowed to 5.8% 
in March from 6.4% in February, 
based on data from the Philip-
pine Statistics Authority. This is 
equivalent to 2.875 million Fili-
pinos from 3.126 million a month 
earlier.

However, the underemploy-
ment rate worsened to 15.8% from 
14% in February. This translated 
to 7.422 million Filipinos that 
are still looking for an additional 
job or longer hours, up from the 
6.382 million in February. — Luz 
Wendy T. Noble 

NPL ratio eases to three-month low

CREDIT RATING agencies will 
keep a close eye on how the in-
coming Marcos administration 
will manage the country’s mount-
ing debt in assessing the Philip-
pines’ sovereign rating.

Moody’s Investors Service is 
also concerned over debt afford-
ability as it reflects a sovereign’s 
fiscal flexibility, said Christian de 
Guzman, senior vice-president at 
Moody’s sovereign risk group. 

Debt affordability is the ratio 
of annual interest payments re-
quired to maintain a government’s 
debt to its annual tax revenues. 

“Indeed, while there has been a 
large increase in government debt 
that has in essence reversed the 
progress in debt reduction that was 
made in the decade prior to the 

pandemic, we have not seen a simi-
larly large deterioration in debt af-
fordability for the Philippines,” Mr. 
De Guzman said in an e-mail.

The National Government’s 
outstanding debt rose to a record-
high P12.68 trillion as of end-
March, according to the Bureau 
of the Treasury (BTr). 

“For comparison, the last time 
the Philippine government had 
seen debt levels similar to that 
today, which was in the early to 
mid-2000s, the interest payments 
to revenue ratio was several mag-
nitudes worse than what we are 
seeing today,” Mr. De Guzman said.

The relatively stable interest 
rates as well as continued tax re-
forms have helped improved debt 
affordability for the Philippines, 
he said. 

Moody ’s last affirmed its 
“Baa2” credit rating with a “sta-
ble” outlook for the Philippines 
in July 2020.

Credit raters awaiting 
incoming administration’s 
f iscal consolidation plan
By Luz Wendy T. Noble 
Reporter
and Tobias Jared Tomas
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THE Bangko Sentral ng Pilipinas 
(BSP) raised its key interest rate 
for the first time since 2018 to 
tame rising inflation.

The  Monetary Board on 
Thursday increased the bench-
mark rate by 25 basis points (bps) 
to 2.25%, as expected by eight out 
of 17 analysts in a BusinessWorld 
poll last week. 

Interest rates on the overnight 
deposit and lending facilities 
were also hiked by 25 bps to 1.75% 
and 2.75%, respectively.

“The Monetary Board believes 
that a timely increase in the BSP’s 
policy interest rate will help ar-

rest further second-round effects 
and temper the buildup in infla-
tion expectations,” BSP Governor 
Benjamin E. Diokno said at a me-
dia briefing. 

“Persistent inflationary pres-
sures point to the need for prompt 
monetary action to anchor infla-
tion expectations.”

Inflation climbed to 4.9% in 
April, the highest in more than 
three years, as oil and commodity 
prices soared amid the Russia-
Ukraine war and supply chain 
disruptions. 

“The Monetary Board also 
o b s e r ve d  t h e  e m e r g e n c e  o f 

second-round effects, includ-
ing the higher-than-expected 
adjustment in minimum wages 
in some regions. Inflation ex-
pectations have likewise risen, 
highlighting the risk posed by 
sustained pressures on future 
wage and price outcomes,” he 
said.  

Mr. Diokno said the strong re-
bound in economic activity and 
jobs market in the first quarter 
“provide scope for the BSP to con-
tinue rolling back its pandemic-
induced interventions.”

He said the National Govern-
ment will fully settle on Friday 

the P300-billion zero-interest 
loan it secured from the BSP, 
ahead of the original maturity 
date on June 11.

The Monetary Board will 
a l s o  r e s et  t h e  B S P ’s  b o n d -
buying window into a regular 
liquidity facility that will also 
ensure the sustainability of its 
balance sheet. Mr. Diokno said 
the BSP held around 40% of 
government bonds at the height 
of the pandemic, but has been 
significantly reduced to around 
2-3%. 

“As the economic recovery 
continues to gain traction, 

the BSP shall proceed with its 
plans for the continued gradual 
withdrawal of its extraordinary 
liquidity interventions and the 
start of the normalization of its 
monetary policy settings,” he 
said.

The BSP chief said the pace 
and timing of further monetary 
policy action will be “guided by 
data outcomes.”

The start of the BSP’s tighten-
ing cycle came a week after the 
release of data showing gross do-
mestic product (GDP) expanded 
by a better-than-expected 8.3% in 
the first quarter.

RISING INFLATION 
At the same time, the BSP up-
wardly revised its average infla-
tion forecast for 2022 to 4.6% 
from the previous forecast of 
4.3%, exceeding the 2%-4% tar-
get band. For 2023, the BSP’s in-
flation forecast was hiked to 3.9% 
from 3.6% previously. 

BSP Department of Economic 
Research Managing Director 
Zeno Ronald R. Abenoja said 
the central bank’s new inflation 
projections factored in higher oil 
and non-oil prices caused by the 
Russia-Ukraine war. 

The Philippines climbed six places to rank 61st out of 151 
countries in the latest edition of the Elite Quality Index that 
assesses the elites’ contribution in wealth creation and 
society development. It placed seventh out of 10 Southeast 
Asian countries included in the index, ahead of Timor-Leste 
(64th overall), Laos (79th), and Myanmar (110th). NOTES:

- The index covered 120 indicators divided into two main 
subindices. Each of the two subindices contained political and 
economic dimensions.
 Value (66%): the outcome of the elites’ productive activities
 Power (34%): the capacity to enforce elites’ preferences
- The report defines elites as “narrow, coordinated groups that 
run the largest income generating business models in an 
economy and which successfully accumulate wealth.”

SOURCE: FOUNDATION FOR VALUE CREATION’S ELITE QUALITY REPORT 2022:
COUNTRY SCORES AND GLOBAL RANKINGS
BUSINESSWORLD RESEARCH: BERNADETTE THERESE M. GADON 
BUSINESSWORLD GRAPHICS: BONG R. FORTIN
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of Southeast Asian Countries
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FUTURES PRICE ON NEAREST
MONTH OF DELIVERY
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