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Manufacturing growth cools in Dec.

FACTORY PRODUCTION grew
at its slowest pace in three
months in December due to sea-
sonal factors and a decline in
trade performance, economists
said.

Preliminary results of the
Philippine Statistics Author-
ity’s (PSA) Monthly Integrated
Survey of Selected Industries
(MISSI) showed manufacturing,

as measured by the volume of
production index (VoPI), ex-
panded by 4.8% year on year in
December.

December growth slowed
from the revised 5.9% in Novem-
ber and 19.2% last year. It also
marked the slowest uptick since
4.6% in September last year.

The latest print brought last
year’s average factory output

growth to 15.2%, easing from the
52.6% average in 2021.

Robert Dan J. Roces, chief
economistat Security Bank Corp.,
said in an e-mail that December is
usually a slow month for many
industries so factory orders may
have dropped.

“This slowdown may have
come from the easing of trade
last December. The same month’s

PMI reading, nevertheless, con-
tinue to point to expansion, but
the robust domestic demand is
the biggest reason for the bet-
ter performance,” Ruben Carlo
O. Asuncion, chief economist at
UnionBank of the Philippines,
Inc. (UnionBank), said in an e-
mail.

S&P Global’s Philippines
Manufacturing Purchasing

Managers’ Index (PMI) hit a
six-month high in December,
indicating a solid improvement
in the health of the manufactur-
ing sector.

The country’s trade deficit
widened in December from the
previous month as exports de-
clined to its lowest in more than
two years while imports contin-
ued to fall.

PSA data showed the value of
merchandise exports dropped by
9.7% year on year to $5.67 billion
in December while imports slid
9.9% to a 23-month low of $10.26
billion.

Three industry divisions con-
tributed to the slower growth in
December, the PSA said in the
report released on Thursday.

Manufacturing, S1/5
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should move towards the rate that would equalize the prices of an identical basket of goods. Using this approach for a Big Mac, one can estimate how much one
currency is under- or overvalued relative to another. As of January 2023, a Big Mac costs $5.36 in the US compared to P155 in the Philippines, implying an
exchange rate of P28.92 versus the dollar. Compared to the actual exchange rate of P54.44, this means that the peso is 46.9% undervalued.

Banks plan to boost agri
lending this year —survey

MAJORITY OF PHILIPPINE
banks are planning to ramp
up lending to the agriculture
sector in the next 12 months,
a joint survey by the Bangko
Sentral ng Pilipinas (BSP) and
the Department of Agriculture
(DA) showed.

The inaugural 2021 Country-
side Bank Survey (CBS) released
on Thursday showed at least
three-fourths (76%) of bank
branches plan to expand lending
to the agriculture sector in the
next 12 months.

Thrift banks were the largest
sector (93%) to confirm their plan
to expand agricultural lending,
while a little over half (53%) of
universal and commercial banks
(U/KBs) responded positively.

“Banks with plans to increase
their agriculture loans claimed
that they see great potential of
the sector for growth and devel-
opment, and that the sector is
a widely untapped market,” the
report stated.

“Thus, respondent banks
would like to take the opportunity
to cater to the financing needs of

the sector and increase their loan
portfolio and income.”

The countryside bank survey,
which was jointly conducted by
the BSP and the DA-Agricultural
Credit Policy Council (DA-
ACPC), focused specifically on
banking units’ agricultural lend-
ing experience in 2021 versus
2020.

The report showed banks are
anticipating an increase in loan
demand as the economy recovers
from the pandemic.

“Banks also noted that most
agribusiness enterprise proj-
ects were not affected by the
pandemic while affected bor-
rowers may want to borrow
and start business again as the
pandemic is getting controlled.
Hence, banks could take this
opportunity to support financ-
ing the sector and increase their
loan portfolio and income,” it
said.

Banks also cited the need
to comply with the mandatory
credit allocation under the Agri-
Agralaw.
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Lenders’ profits up 37.5% in 2022

THE PHILIPPINE banking industry saw its
net profits jump by 37.5% in 2022, thanks to
higher interest income and trading gains, ac-
cording to central bank data.

Preliminary data from the Bangko Sentral
ng Pilipinas (BSP) showed banks’ cumulative
net income rose by a third to P309.003 billion
last year from P224.752 billion in 2021.

Earnings growth was driven by a 12.8%
year-on-year increase in net interest income
to P746.461 billion.

Non-interest income grew by 24.1% to
P257.555 billion from P207.587 billion in 2021.

Earnings from fees and commissions went
up by an annual 13.6% to P121.851 billion, while
trading income surged by 70.4% to P16.48 billion.

Meanwhile, lenders’ non-interest expenses
edged higher by 8.2% year on year to P554.222
billion.

Non-interest expenses of banks include
compensation and fringe benefits, taxes and
licenses, fees and commissions, and adminis-
trative expenses.

Rizal Commercial Banking Corp. Chief
Economist Michael L. Ricafort said the im-
proved profitability of banks was due to the
further reopening of the economy. This led to
greater demand for loans, higher revenues and
better asset quality for the banking industry,
he added.

“Higher interest rate income may be
partly due to higher US/global/local inter-
est rates in the quest by US/global central
banks to bring down elevated US/global/
local inflation, as triggered by the Russia-
Ukraine war since Feb. 24, 2022,” Mr. Rica-
fort added.

Profits, S1/5

PHL growth seen to fall short of target this year

THE PHILIPPINE economy’s growth may
fall short of the government target this year,
as interest rates may continue to rise amid
sticky inflation.

In a note dated Feb. 8, ING Bank N.V.
Manila Senior Economist Nicholas An-
tonio T. Mapa said the bank expects the
country’s gross domestic product (GDP)
to grow by 5% this year, lower than the
government’s 6-7% goal.

“Although the 2022 GDP result surprised
on the upside, fading revenge spending, sticky
inflation, uncertainty over interest rates and
tight fiscal purse strings all point to the Philip-
pines missing its growth target this year,” Mr.
Mapa said.

Headline inflation accelerated to 8.7% in
January, marking the 10" straight month that
inflation exceeded the central bank’s 2-4%
target.

“Elevated inflation and households opt-
ing to rebuild savings could mean that
consumption will moderate while high
borrowing costs have already begun to cap
the upside to capital formation,” Mr. Mapa
said.

He expects a moderate pace of government
spending this year due to the “relatively tight
fiscal space.”

Growth, S1/5




