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The BSP last month raised 
its average inflation estimate to 
4.6% this year, higher than the 
previous estimate of 4.3%.

“While domestic inflation is 
seen to remain elevated in the near 
term, as a result of supply-side fac-
tors linked to volatile global com-
modity prices, inflation is expected 
to revert to the government’s 
target range of 2-4% by 2023. In 
the meantime, the balance of risks 
to the inflation outlook now leans 
toward the upside for both 2022 
and 2023,” Mr. Diokno said. 

The central bank repeated 
its support for “urgent and 
coordinated efforts” of govern-
ment agencies to ensure there is 
enough domestic food supply, as 

well as direct and targeted inter-
ventions for vulnerable sectors. 

“The BSP will remain vigilant 
over emerging price and output 
conditions and will undertake nec-
essary action to ensure that mon-
etary policy settings remain appro-
priately calibrated, consistent with 
the BSP’s price and financial stabil-
ity mandates,” Mr. Diokno said. 

The BSP has already signaled 
another policy rate hike at its 
June 23 policy meeting.

The Monetary Board kicked 
off its tightening cycle by rais-
ing the policy rate, the yield 
on the BSP’s overnight reverse 
repurchase facility, by 25 basis 
points (bps) to 2.25% during its 
May 19 meeting to temper rising 

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

This was the first increase in bor-
rowing costs since 2018 and followed 
cuts worth 200 bps in 2020 as the 
BSP moved to support the economy 
amid the coronavirus pandemic.

The World Bank earlier this 
month warned of the rising risk 
of stagflation, an economic con-
dition characterized by weak 
growth and high inflation that 
was last seen in the 1970s. 

“Just over two years after CO-
VID-19 (coronavirus disease 2019) 
caused the deepest global recession 
since World War II, the world econ-
omy is again in danger,” World Bank 

Group President David Malpass said 
in the Global Economic Prospects 
report released earlier this month.

“This time it is facing high 
inflation and slow growth at 
the same time. Even if a global 
recession is averted, the pain of 
stagflation could persist for sev-
eral years — unless major supply 
increases are set in motion.”

Mr. Malpass noted that global 
growth will likely be subdued 
throughout the decade due to weak 
investment, and there is a risk that 
inflation will remain higher for 
longer than anticipated.

The World Bank estimated global 
growth at 2.1% in 2022 and 1.5% in 
2023, reflecting the impact of the pan-
demic and the Russia-Ukraine war.  

Mr. Rivera said tourism sec-
tor’s growth can further improve 
this year once more foreigners 
visit the country for tourism.

The Philippines began accept-
ing foreign tourists from visa-free 
countries in February this year. 
This was further expanded in April 
to include vaccinated tourists from 
all countries in a bid to help in the 
recovery of the tourism sector and 
the overall economy.  

In a separate e-mail interview, 
University of Asia and the Pacific 
Senior Economist Cid L. Terosa 
said the more relaxed mobil-
ity restrictions helped drive the 
tourism sector’s slightly better 
performance last year.

“Tourism-related activities 
that were choked by the pandem-
ic in 2020 started to regain their 
vim and vigor in 2021,” he said.

Domestic tourism expendi-
tures, which cover spending of 
resident visitors within the coun-
try either as a domestic trip or part 
of an international trip, surged 
by a record 38.7% year on year to 
P782.51 billion in 2021. However, 
this was still significantly lower 
than the P3.14 trillion seen in 2019.

Tourism expenditures by non-
residents, on the other hand, de-
clined by 79.2% to P27.62 billion 
from 2020’s P132.59 billion, as 
foreign tourists were still not al-
lowed to enter the country.

The share of inbound tourism 
expenditure to total exports dipped 
to a record low of 0.6% in 2021 ver-
sus the 2.9% share in 2020.

Meanwhile, employment in the 
tourism industries for the year 2021 
was estimated at 4.90 million, which 
is 11.1% of the total employment. 
This was higher than the 4.68 mil-
lion employed in the tourism sector 
in 2020 or 11.9% of the total jobs.

Mr. Terosa believes that the 
tourism sector will continue to 
perform better this year, as long 
as mobility restrictions and alert 
levels remain at their most lenient.

“Revenge travel or vacation 
vengeance will continue to gradu-
ally gain momentum this year. 
Inflationary pressures, however, 
threaten to curb further rise in 
tourism demand,” he said. “Given 
the current situation, however, 
the tourism sector will probably 
have a clearer chance to exceed pre-
pandemic levels in 2023 and 2024.”

THE PHILIPPINES will likely produce 
fewer chickens in the coming months 
with numbers reduced by pricier, lower-
quality feed and poor weather, an indus-
try leader said — a slowdown that could 
drive food costs higher.

Raising poultry will be “very challeng-
ing” in the coming months, said United 
Broiler Raisers’ Association President 
Elias Jose Inciong, as producers in the 
Southeast Asian nation compete with the 
rest of the world for chicken feed, as the 
war in Ukraine disrupts supplies. 

Across Southeast Asia, food costs are 
rising, hitting domestic supplies and ex-
ports. Malaysia recently banned chicken 
exports due to rising local prices and 
that hit poultry supplies in neighboring 
Singapore. 

In the Philippines, the cost issue is 
compounded by high humidity that’s 

unfavorable to growing chickens, as 
rainy season came earlier this year. 
“Normally, the answer to high humid-
ity would be very good nutrition. The 
problem is it’s now more difficult to get 
good-quality feeds because of the high 
cost of raw materials,” Mr. Inciong said 
in a phone interview on Thursday.

Whole chicken prices in Manila have 
risen by 25% to P200 ($3.75) since the start 
of the year, Agriculture department data 
showed. Meat price increases quickened by 
5.4% in May, boosting overall inflation to its 
fastest since November 2018. 

Higher chicken prices could, 
however, ultimately boost production, 
Agriculture Assistant Secretary Noel 
Reyes told The Philippine Star. The 
Philippines’ total chicken output fell by 
3.6% last year to 1.7 million metric tons. 
— Bloomberg 

Chicken output set to 
decline as cost of feed rises

However,  Mr.  Medalla,  a 
current Monetary Board (MB) 
member, signaled that the pace 
of subsequent tightening will 
be gradual as he ruled out hikes 
higher than 25 bps.

“While it’s true that signal-
ing such contractionary stance 
should provide some forward 
guidance on the BSP’s policy 
intent and therefore inflation 
expectation, the size of the Fed’s 
adjustment could somehow en-
large the expectation by the mar-
ket of the BSP’s future move,” Mr. 
Guinigundo said.

Rizal Commercial Banking 
Corp. (RCBC) Chief Economist 
Michael L. Ricafort said higher 
Fed rates may lead to further up-
ward adjustments in the local pol-
icy rate from the current 2.25%. 

“Thus, there is a chance of a lo-
cal policy rate hike of +0.50 on the 
next rate-setting meeting on June 
23, 2022 and more local policy 
rate hikes for the rest of the year, 
partly to maintain a comfortable 
interest rate differential with the 
US, to account for the comfortable 
spreads/interest rate differen-
tials/risk premium — a dilemma 
faced by many other countries/
central banks around the world,” 
Mr. Ricafort said in a note.

Bank of the Philippine Islands 
(BPI) in a press release said it now 
anticipates a 50-bp hike at the 
next MB meeting. 

“We now expect a 50-bp hike 
from the BSP at its June meeting 
given the latest move of the Fed. Hik-
ing the policy rate gradually in con-
trast to what the Fed is doing may 
exacerbate the headwinds affecting 
the Philippine economy,” BPI said.

“A very narrow gap between 
US and local interest rates will 
likely exert more pressure on the 
peso, which will eventually trans-
late to more inflation.”

The peso weakened by 3.5 cen-
tavos on Thursday as it closed at 
P53.47 versus the dollar from its 
P53.435 finish on Wednesday

Incoming Socioeconomic Sec-
retary Arsenio M. Balisacan said 

the country has to adjust to global 
policy tightening, and be more 
mindful of any shocks. 

“If interest rates are rising 
outside of our country, we have 
to adjust to that because if you 
don’t, capital will move out of the 
country,” he said during a round-
table with BusinessWorld editors 
on Thursday. 

“I think we don’t think macro-
economic fundamentals are that 
bad compared to other countries. 
We can withstand these shocks. 
We have to be mindful, always 
alert, adjusting to the shocks. 
Failure to do so will be damaging 
to the economy.”  

MORE SELLING? 
Meanwhile, the benchmark Phil-
ippine Stock Exchange index 
(PSEi) rose by 73.59 points or 
1.16% to close at 6,393.01 on Thurs-
day, recovering from Wednesday’s 
bloodbath. 

Philippine Stock Exchange, 
Inc. President and Chief Execu-
tive Officer Ramon S. Monzon 
told ANC that the Wednesday’s 
drop was “in anticipation of 
what kind of rates the Fed will 
impose.”

“We’ve been in worse situa-
tions and we’ve bounce back to 
a higher level. I have no doubts 
what is happening is temporary,” 
he said. 

In a Viber message, AAA 
Southeast Equities, Inc. Presi-
dent William M. Cabangon said 
the Fed’s tightening cycle is pull-
ing down global markets, includ-
ing the PSE. 

“I expect selling to continue 
over the next few months as 
valuations continue to readjust 
lower in line with rising interest 
rates. Although stocks are cheap 
relative to past earnings, the 
uncertainty over future earnings 
due to inflation and slowdown 
concerns do not make forward-
looking valuations very attractive,” 
Mr. Cabangon said. — with reports 
from Keisha B. Ta-asan and 
Luisa Maria Jacinta C. Jocson


