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BSP may continue rate hikes this year
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Overall Business Outlook on the Macroeconomy (Philippines)
BUSINESS EXPECTATIONS SURVEY
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NOTE:
*The central bank's quarterly business and consumer 
expectations surveys were canceled during the second quarter 
of 2020 amid the lockdowns implemented in the country.
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THE PHILIPPINE central bank would probably 
increase key rates further this year to protect the 
peso amid a hawkish US Federal Reserve, analysts 
said at the weekend.

The local currency would continue its free 
fall against the dollar if the Bangko Sentral ng 
Pilipinas (BSP) “lags too much” behind the Fed’s 
aggressive policy tightening, First Metro Invest-
ment Corp. and University of Asia and the Pacific 
(UA&P) said in a joint report.

“We expect another 25-basis-point (bp) [in-
crease] before the end of the year if inflation 
remains above 6.5%,” they said. 

The BSP raised key interest rates on Thursday 
for a fifth time this year to tame inflation amid a 
struggling peso. It increased its overnight borrowing 
rate by 50 bps to 4.25% effective Friday, and its cor-
responding lending rate to 4.75%, as predicted by 11 
of 15 analysts in a BusinessWorld poll two weeks ago.

The move followed the Fed’s 75-bp hike and 
signals of larger increases to come that caused the 
peso and Philippine stocks to tumble.

The central bank has raised key rates by 225 bps 
since May versus the Fed’s 300 bps since March.  

The peso closed at P58.50 a dollar on Friday from 
P58.49 a day earlier, based on Bankers Association 
of the Philippines data. It has weakened by 14.7% or 
P7.50 this year from its P51-a-dollar close last year. 

SENATORS at the weekend ruled out the possibility of a 
reenacted budget, vowing to swiftly pass the proposed 
P5.268-trillion national budget for next year.

“The passage is as guaranteed as Christmas happening 
on Dec. 25,” Senator Francis Joseph “Chiz” G. Escudero 
said in a Viber message. “The era of the reenacted budget 
is over. There is only one important deadline here: that the 
President signs it before the end of the year.”

“There has always been only one main hurdle in budget-
ing and that is the limitation imposed by funds,” he added. 
“No matter how you slice and dice the budget, you come up 
with the same conclusion — you need a bigger cake but you 
don’t have the ingredients to bake a bigger one.”

Next year’s budget is 4.9% higher than this year and is 
equivalent to 22.2% of the gross domestic product.  

The Senate expects to approve the 2023 budget bill 
by mid-December, according to Senator Juan Edgardo M. 
Angara, who heads the Finance Committee.

“The Senate is on track with its budget calendar and we 
will work hard to finish on time without getting in the way 
of senators’ and the public’s right to be heard in the budget 
debates,” Senator Ana Theresia “Risa” N. Hontiveros-
Baraquel said in a Viber message.

Senators vow swif t
passage of 2023 
appropriations bill

ECONOMISTS expect less upbeat 
macroeconomic targets when Philip-
pine government economic managers 
meet to revisit the goals in December, 
citing the battered peso and persis-
tently high inflation.

“I don’t think that the targets will 
be as upbeat as before,” Leonardo A. 
Lanzona, who teaches economics at 
the Ateneo de Manila University, said 
in an e-mail last week.

The peso’s depreciation against the 
dollar and rising interest rates would 
probably reduce investments and con-
sumption, he added.

“Revisions are warranted especially 
on debt servicing and transactions involv-
ing foreign currency because these are 

costing us more,” John Paolo R. Rivera, 
an economist at the Asian Institute of 
Management, said in a text message.

Economists from First Metro In-
vestment Corp. (FMIC) and University 
of Asia and the Pacific (UA&P) on Sat-
urday said they expect the Philippine 
economy to grow by 6.5% this year, 
which is at the lower end of the govern-
ment’s 6.5-7.5% target.

On Friday, Socioeconomic Planning 
Undersecretary Rosemarie G. Edillon said 
the Development Budget Coordination 
Committee (DBCC) might revisit macro-
economic assumptions in December.

“It really has to do with the actions of 
the Federal Reserve, and we’re hoping 
that is very temporary,” she told a forum.

Increased remittances from Filipinos 
overseas during the Christmas holidays 
could boost the peso, she pointed out.

“There are active inflows to our inter-
national reserves. We have very strong 
sources of those reserves, like remittanc-
es [and] business process outsourcing,” 
she said. The recovery in the tourism in-
dustry is also a source of foreign currency.

“The seasonal increase in overseas 
Filipino workers’ remittances and ex-
port sales in the fourth quarter could 
provide some support for the peso ex-
change rate especially toward the end 
of the year,” Mr. Ricafort said.

But the US Federal Reserve’s continued 
policy tightening to quell elevated inflation 
is a major factor, he said in a Viber message.

Mr. Rivera and Mr. Lanzona said 
dollar remittances might not be enough 
to offset the Fed’s hawkish stance.

“This may be significant but not 
necessarily enough given the aggres-
siveness of the Fed and given the pres-
sures on inflation to increase due to 
demand pull and the persistent cost 
push inflation,” Mr. Rivera said.

“Even today, remittances are being 
received and yet the depreciation is at 
its highest levels,” Mr. Lanzona said.

The peso closed at an all-time low 
of P58.50 a dollar on Friday, a centavo 
weaker than its close a day earlier, ac-
cording to data from the Bankers As-
sociation of the Philippines.

Economists expect less optimistic macroeconomic goals
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