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Inflation likely cooled in Jan. —poll

HEADLINE INFLATION likely cooled
in January as weaker demand, the pe-
so’s appreciation against the US dollar,
and slower growth in food prices offset
the rise in utility rates and pump prices.

A BusinessWorld poll of 15 econo-
mists last week yielded a median esti-
mate of 7.6%, closer to the lower end of
the 7.5% to 8.3% forecast range given by
the Bangko Sentral ng Pilipinas (BSP)
for January.

If realized, the median estimate will
be slower than the 14-year high print of
8.1% in December, but much faster than
the 3% print in January 2022.

ANALYSTS’ JANUARY 2023 INFLATION RATE ESTIMATES

January would also mark the 10*"
straight month that inflation surpassed
the BSP’s 2-4% target range.

The Philippine Statistics Authority
(PSA) will release January consumer price
index (CPI) data on Feb. 7 (Tuesday).

Analysts said consumer demand
likely fell after the holidays, which
would have been a factor in the quar-
ter-on-quarter easing of inflation in
January.

“We believe that the end of the ‘ber’
months, peso appreciation and lower
LPG (liquefied petroleum gas) prices
have likely offset price gains in other

items,” ANZ Research economist Deba-
lika Sarkar said in an e-mail.

The local currency rebounded to the
P54-a-dollar mark in January, closing
the month at P54.64 on Jan. 31, up by
P1.115 or 2.04% from its P55.755 finish
on Dec. 29, 2022.

Cooking gas prices also declined by
P4.20 per kilogram last month after
two straight months of price hikes.

“Inflation remained elevated in Janu-
ary due to additional emerging price pres-
sures such as the approved water tariffs of
MWC (Manila Water Co., Inc.) and Mayni-
lad in addition to higher electricity rates

Bangko Sentral ng Pilipinas (BSP) 2023 Inflation Target Range: 2.0% - 4.0%

and another consecutive round of fuel
priceincreases,” DominiS. Velasquez, chief
economist at China Banking Corp., said.
Metro Manila’s two main water con-
cessionaires began implementing higher
ratesin January. Manila Waterraised rates
by P8.04 per cubic meter, while Maynilad
hiked rates by P3.29 per cubic meter.
Manila Electric Co. (Meralco) ear-
lier said the overall rate for a typical
household wentup P0.6232 to P10.9001
per kilowatt-hour (kWh) in January.
Fuel retailers also continued to hike
pump prices in January. For the month,
pump price adjustments stood at a net

increase of P7.2 a liter for gasoline,
P3.05 a liter for diesel, and P4.55 a liter
for kerosene.

Michael L. Ricafort, chief economist
at Rizal Commercial Banking Corp.,
said January inflation likely saw easing
prices in some goods and services.

“For instance, prices of onions
already started to go down after the
holiday season in December 2022; also
in view of harvest season and some
importation in January 2023 that fun-
damentally led to higher supply and
lower prices,” Mr. Ricafort said.

Inflation, S1/9

Median: 7.6%

BSP’s January 2023 Inflation Estimate Range: 7.5% = 8.3%
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Senate to ratify RCEP
within Q1, says Zubiri

THE SENATE is working to ratify
the Regional Comprehensive
Economic Partnership (RCEP)
trade agreement within the first
quarter, Senate President Juan
Miguel F. Zubiri said.

“The RCEP ratification is a
priority of our Senate,” Mr. Zubiri
said in an ambush interview on
the sidelines of a forum organized
by the Department of Environ-
ment and Natural Resources in
Cagayan de Oro City on Feb. 4.

“Within the first quarter, kaya
siya (ratification is possible),” he
added.

The Senate Committee on
Foreign Relations is holding a
hearing on the RCEP on Feb. 7
(Tuesday) which will be attended
by stakeholders. Mr. Zubiri said
there are plans to hold another
hearing for opposition groups.

“Eventually, I’ll hopefully be
able to get 16 votes to ratify that.
‘We need it,” he added.

Last month, the Trade depart-
ment pressed the Senate to ratify
the RCEP before end-March, say-
ing the Philippines is missing out

Billed as the world’s largest
free trade agreement, the RCEP
entered into force for Australia,
Brunei Darussalam, Cambodia,
China, Japan, Laos, New Zealand,
Singapore, Thailand and Vietnam
on Jan. 1, 2022. South Korea, Ma-
laysia and Indonesia have also
ratified the RCEP.

“We’re the only non-signatory
to this economic partnership,”
Mr. Zubiri said, warning that fail-
ure to ratify the deal will affect
trade with other countries.

“If we get steel imports from
China, they could charge us high-
er tariffs coming here because we
are not a part of the RCEP. When
we want to export bananas and
pineapple from say Bukidnon to
Japan and Korea, they will take
our products but at a higher tariff
rate,” he added.

The RCEP was ratified by
Former President Rodrigo R.
Duterte in September 2021, but
the previous Senate did not give
its concurrence due to concerns
over the free trade deal’s impact
on the agriculture sector.

By Keisha B. Ta-asan
Reporter

THE BANGKO SENTRAL ng
Pilipinas (BSP) will focus on
managing inflation expectations
in its policy review this month,
even as the US Federal Reserve
delivered a smaller rate hike at
its own meeting last week.
“Next meeting will focus on
inflationary expectations in (the

BSP to prioritize inflation out

Philippines), not the Fed’s 25-bp
(basis point) rate increase,” BSP
Governor Felipe M. Medalla said
in a Viber message to reporters
late Friday evening,.

The Monetary Board (MB)
will hold its first policy review
meeting this year on Feb. 16.

The BSP earlier gave a 7.5-
8.3% forecast range for January
inflation. This means January
would mark the 10'" straight
month that inflation surpassed
the BSP’s 2-4% target range.

A BusinessWorld poll of 15
economists last week yielded
a median estimate of 7.6% for
January, which if realized would
be slower than the 14-year high
of 8.1% in December.

January inflation data is
scheduled to be released on Feb. 7.

The US central bank hiked
its own policy rate by 25 bps last
week. The rate hikes delivered
by the Fed since March 2022
have now totaled 450 bps, bring-
ing its own policy rate to arange

00k over Fed rate hike

between 4.5% and 4.75%, the
highest since 2007.

concerned, instead of (Fed hiking
by) 50 bpsit’s 25bps,” Finance Sec-
retary Benjamin E. Diokno, who
is also a member of the Monetary
Board, told reporters on Friday.

we’ll look at data and inflation.
We have a strong growth rate.
So it will be decided upon by the
MB,” he added.

“It’s good news as far as we’re

“The BSP is data dependent,

Fedrate, S1/8

PHL to see limited impact from China’s reopening

CHINA’S REOPENING may bring a
surge in tourists to Southeast Asia, but
this may not have a big impact on the
Philippine economy, analysts said.

“Though China’s reopening will
bring more tourists to Southeast Asia
in general, this will likely have only
second-order impacts on the Philippine
economy overall,” Vincent Conti, senior
economist at S&P Global Ratings, said in
an e-mail.

The reopening of China’s borders last
month lifted hopes of many Southeast

pines, that Chinese visitors will flock to
tourists spots once again.

In a separate report, S&P said emerg-
ing markets (EMs) that have previously
received significant numbers of Chinese
tourists “could benefit significantly as
travel picks up after a couple years of
virtually no outbound Chinese tourism.”

“The EMs that will benefit the
most from China’s lifting of COVID-19
restrictions are those that are exposed
to China’s consumption, especially
tourism-related. These are mostly EMs

nam,” S&P said in a Feb. 1report titled
“Which Emerging Markets Benefit the
Most From a Reopening in China.”

In the case of Vietnam, Thailand, and
the Philippines, S&P said that at least one
in every five tourist arrivals came from
China before the coronavirus pandemic.

Tourists from China accounted for 21.1%
or 1.74 million of the 8.26 million total
arrivals in the Philippines in 2019 or before
the pandemic. In 2022, there were only
39,627 Chinese visitors to the Philippines,
making up 1.49% of the 2.65 million total

Unlike other tourism-driven econo-
mies, Mr. Conti noted the Philippines is
“more domestically driven,” particularly
by household consumption. In terms
of demand, household consumption
was the biggest contributor to GDP last
year, driven by restaurant and hotel
spending.

Tourism contributed 12.7% to Philip-
pine GDP in 2019, based on data from
the local statistics authority. This shrank
t0 5.2% of GDP in 2021, reflecting the
impact of the pandemic.
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