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Inflation likely quickened in July
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F O L L O W  U S  O N :

to the 8.3% GDP growth in the 
first quarter. 

Capital formation, the invest-
ment component of the economy, 
jumped by 20% in the first three 
months of 2022, reversing the 
13.9% decline last year.

However, the Philippine out-
look for 2023 may be clouded by 
the expected slowdown in the 
global economy.

“Ang mahirap (It’s difficult 
to see) what happens next year 
because if markets are all grow-
ing more slowly saan mang-
gagaling ’yung growth (where 
will growth come from),” Mr. 
Medalla said.

THE Philippine central bank may 
still lower the banks’ reserve re-
quirement ratio (RRR) before the 
end of the year.

Bangko Sentral ng Pilipi-
nas (BSP) Governor Felipe M. 
Medalla on Friday said they are 
still deciding if the RRR will be 
cut right before the rule that 
allowed bank lending to small 
businesses to be considered as 

compliance to the requirement 
expires in December.

“We are still deciding if right 
before or simultaneous. We don’t 
necessarily want to tighten. On 
the other hand, one solution is to 
extend the reserve eligibility and 
do nothing,” he told reporters.

The BSP earlier committed 
to bringing down the RRR of big 
banks to single digits by 2023. 

During the pandemic, the BSP 
allowed lenders to count their 
lending to micro, small, and me-
dium enterpises and pandemic-
hit large enterprises as part of 
banks’ alternative compliance 
with the RR against deposit li-
abilities and deposit substitutes 
until the end of 2022.

The BSP also reduced the RRR 
for banks in March 2020 to cush-

ion the impact of the pandemic on 
the economy.

The RRR for big banks is cur-
rently at 12%, one of the highest 
in the region. Reserve require-
ments for thrift and rural lenders 
are at 3% and 2%, respectively 

“We will have a cut of RR that 
offsets the (cessation) of the re-
serve eligibility. So people should 
not read the RR cut as a monetary 

Renewable energy 
Michael G. Tan (L), president and chief operating officer of Asia 
Brewery, Inc. (ABI) and Bernd Krukenberg (R), president and 
chief operating officer of Shell Energy Philippines, Inc. signed a 
contract for the supply of 15 megawatts of renewable energy for 
ABI’s plants in Luzon on July 26. The renewable energy will be 
generated from solar, geothermal and hydro sources.

Medalla says economy may have
expanded by as much as 9% in Q2
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THE Philippine economy like-
ly grew by as much as 9% in 
the second quarter, according 
to Bangko Sentral ng Pilipi-
nas (BSP) Governor Felipe M. 
Medalla.

However, Mr. Medalla told re-
porters on Friday that he expects 
gross domestic product (GDP) 
growth to be “slower” in the sec-
ond half of 2022.

Asked if GDP may have ex-
panded by double digits in the 
April to June period, he said: “I 
don’t think so, maybe around 
9%, 8%.”

Mr. Medalla said his per-
sonal GDP growth projection 
this year is 7%, the midpoint 

of the government’s 6.5% to 
7.5% target.

Economic activity picked up in 
the second quarter, as most parts 
of the country were under the 
most lenient alert level.

Mr. Medalla said consumption 
growth and capital formation 
have been expanding rapidly this 
year.

In the first quarter, household 
consumption grew by 10.1% year 
on year, higher than the 7.5% in 
the previous quarter and a rever-
sal of the 4.8% decline in the first 
three months of 2021. This ac-
counted for about three-fourths 
of the country’s economic output 
and added 7.5 percentage points 

policy, it’s just a compensation 
for getting rid of a relief,” Mr. 
Medalla said.  

A cut in RRR is a move intended 
to be an operational adjustment to 
facilitate the BSP’s shift to market-
based instruments for managing 
liquidity in the financial system, 
particularly the term deposit facil-
ity and the BSP securities. 

BSP may still cut banks’ reserve requirement ratio before yearend

INFLATION likely accelerated in July due 
to higher food prices and transport fares, 
but a cut in electricity rates and rollback in 
pump prices may have tempered the price 
pressures, according to analysts.   

A BusinessWorld poll of 14 analysts 
yielded a median estimate of 6.2% for 
July inflation, well within the 5.6-6.4% 
forecast of the Bangko Sentral ng Pilipi-
nas (BSP).

This would also be faster than the 6.1% 
print seen in June and the 3.7% in July 
2021, as well as exceed the BSP’s 2-4% 
target band for the fourth straight month. 

If realized, the July print would be the 
highest in 45 months or nearly 4 years 
since 6.9% in October 2018. 

T h e  P h i l i p p i n e  S t a t i s t i c s  A u -
thority (PSA) will  release the July 
consumer price index (CPI) data on 
Friday.  

“Inflation for the month was driven 
by the continued increase in food prices, 

further transport fare hikes, and peso 
depreciation,” the BSP said in a press 
release on Friday evening.   

Prices of food have gone up in recent 
weeks, reflecting the impact of higher oil 
prices and the weaker peso against the 
US dollar.

“Meanwhile, lower oil prices, reduc-
tion in electricity rates in Meralco-ser-

viced areas, and lower pork prices are 
likely to temper in part said price pres-
sures,” the BSP said.

Customers of Manila Electric Co. 
(Meralco) saw lower electricity bills in 
July after the overall rate went down by 
P0.7067 to P9.7545 per kilowatt-hour 
(kWh). 
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ANALYSTS’ JULY 2022 INFLATION RATE ESTIMATES
Median: 6.2% 
BSP 2022 Inflation Target Range: 2.0% - 4.0%
BSP July 2022 Inflation Estimate Range: 5.6% - 6.4%
BSP 2022 Inflation Forecast: 5.0%
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Ex-president 
Ramos passes 
away at 94
FORMER Philippine Presi-
dent Fidel V. Ramos, who 
helped topple the late dic-
tator Ferdinand E. Marcos’ 
regime as one of his military 
generals, has died. He was 94.

The death of Mr. Ramos, 
who was president from 1992 
to 1998, was confirmed by 
Press Secretary Rose Beatrix 
Cruz-Angeles.

“It is with great sorrow 
that we learn of the passing 
of former President Fidel V. 
Ramos. He leaves behind a 
colorful legacy and a secure 
place in history for his partici-
pation in the great changes of 
our country, both as military 
officer and chief executive,” 
she said in a statement.

Read full story 
on S1/8.
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