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China Banking Corp. Chief 
Economist Domini S. Velasquez 
said prices of eggs also went down 
as the avian flu remains con-
tained, while fish prices slipped 
as the fishing season resumed. 
However, this may be offset by 
the rising prices of rice and meat, 
she added.

“Other commodities showed 
mixed performance for the 
month. Electricity in Meralco-
serviced (Manila Electric Co.) 
areas are up due to high genera-
tion charges brought about by the 
shutdown of Malampaya,” she 
said.  

Meralco hiked the overall rate 
to P11.4348 per kilowatt-hour 
(kWh) in March from P10.8895 
per kWh a month ago due to an 
increase in generation charge. 

The generation charge went 
up by P0.4636 to P7.3790 amid 
the maintenance shutdown of the 
Malampaya gas production facil-
ity from Feb. 4 to 18. Power plants 
supplied by Malampaya ran on 
more expensive alternative fuels 
to ensure continuous power sup-
ply during the two-week shut-
down. 

Ms. Velasquez said the higher 
generation charge in April and 
the looming El Niño may con-
tinue to drive up utility rates. 

Philippine National Bank 
(PNB) economist Alvin Joseph A. 
Arogo said the lagged and second-
round impact of higher prices 
from last year has not faded, but 
base effects will “play a big role” 
for the rest of the year. 

Since March 2022, headline 
inflation has been above the 2-4% 
target range.

Mr. Tsuchiya also said infla-
tion may continue to slow given 
easing supply-side pressures on 
food and energy, as well as soften-
ing domestic demand.  

Union Bank of the Philippines, 
Inc. Chief Economist Ruben 
Carlo O. Asuncion said he does 
not expect a rapid disinflation 
this year. His full-year inflation 
forecast is 7.1%, higher than the 
BSP’s 6% average forecast.  

“We see food to remain el-
evated primarily due to supply 
constraints and will not be rem-
edied by the BSP’s hiking interest 
rates,” Mr. Asuncion said.

Ms. Velasquez said core infla-
tion is still expected to remain 
elevated at around 7.8% in March, 
before “slowly trending down-
wards.”

“Moreover, prices of some 
food commodities seem to be 
moving upwards, rice and meat 
in particular. We are still awaiting 
greater non-monetary interven-
tions to make sure food prices are 
brought down,” she added. 

Core inflation, which dis-
counted volatile prices of food 
and fuel, quickened to 7.8% in 
February from 7.4% in January, 
the fastest pace in over 22 years. 

Security Bank Corp. Chief 
Economist Robert Dan J. Roces 
said core inflation may remain 
high if not flat in the next two 
months “as this responds with a 
lag from broader price effects.”

“Given these, the BSP will re-
main cautious as risks remain. 
With the next policy meeting in 
May, the central bank will have 
two months’ worth of data to 
consider as to its next move,” Mr. 
Roces said.  

“ We do think it has done 
much of the heavy lifting, and 
monetary policy can only do so 
much. Thus, we think there is a 
higher chance that it may decide 
to pause at the current policy 
rate,” he added.  

The BSP has raised rates by 
a total of 425 basis points (bps) 
since May 2022, bringing the 
policy rate to 6.25% — the highest 
since 2007. 

“If we’re right, and inflation 
continues to fall in the coming 
months before the BSP Mon-
etary Board meets next in May, 
then I suspect that they will 
have enough confidence to hit 
the pause button on its tighten-
ing cycle,” Miguel Chanco, chief 
economist for emerging Asia at 
Pantheon Macroeconomics, said 
in an e-mail. 

For Mr. Dacanay, inflation will 
remain well above the BSP’s 2-4% 
target range. 

“We expect the BSP to whip 
out another 25-bp hike (to 6.5%) 
at the next Monetary Board meet-
ing before eventually pausing its 
tightening cycle,” he said. 

The Monetary Board’s next 
policy review is on May 18. 

Most lenders expect their as-
sets to grow between 10% and 15%, 
while digital banks projected asset 
growth up to more than 20%.   

“The expansion in bank assets 
was expected to be largely in the 
form of credit growth to further 
support the country’s financing 
needs,” the central bank said.   

About 78.9% of banks antici-
pate double-digit growth in their 
loan portfolio for the next two 
years, higher than the 72.7% seen 
in the prior survey.

Universal banks surveyed said 
they would want to focus on the 
manufacturing, wholesale and re-
tail trade, and consumer finance 
sectors in the next two years.   

BSOS results also showed 
banks have a more optimistic 
outlook on their profitability, 
with 77.9% of respondents see-
ing double-digit growth in net 
income, higher than the 74.4% in 
the previous survey.

Better loan quality is also ex-
pected in the next two years due 
to the economy’s recovery and a 
rebound in credit activity. About 
52.4% of banks expect their non-
performing loan (NPL) ratio to 
exceed 5%. This is a lower number 
compared with the 58.9% of re-
spondents in the previous survey.

As of January, the industry’s 
NPL ratio stood at 3.28%, lower 
than the 4.14% in January 2022. 

Half of the banks surveyed also 
anticipate an NPL coverage ratio 
of 51% to more than 100% in the 
next two years.

By banking group, the NPL 
ratio projection of universal and 
commercial banks shifted to 
within the range of greater than 
2-3% from above 3% in the previ-
ous year. Most U/KBs also see 
their NPL coverage ratio to be at 
least 75% to more than 100%.   

“Digitalization of products and 
services was identified as a top 
strategic priority of banks in the 
next two years,” the central bank 
said.   

According to the BSOS, major-
ity of banks are already improving 
their digital capabilities. Banks 
also identified deposit operation 
as the most important area of 
focus, followed by payment sys-
tems.   

Due to the increasing digitali-
zation of financial transactions, 
banks are aware that risks to cy-
bersecurity may arise. 

Most of the respondent banks 
said it is important to continually 
monitor against threats, and that 
a reliable information technology 
department would ensure quick 
response to security incidents.   

“Banks have also invested 
in updated security tools, per-
formed periodic vulnerability 
assessments, and enhanced their 
security framework, among oth-
ers,” the BSP said.   

Meanwhile, banks said the top 
risks to their operations are asset 
quality and credit risks.  

Respondents are also wary 
of macroeconomic, operational 
risks, and cybersecurity threats, 
the survey’s results showed.  

To protect their respective 
banks against internal and exter-
nal shocks, lenders said they are 
strengthening their risk gover-
nance framework, the BSP said.     

“The Philippine banking sys-
tem sustained its resilient and 
robust performance amid the 
lingering e� ects of the COVID-19 
(coronavirus disease) crisis 
alongside the tightening of global 
financial conditions,” the BSP 
said.   

“Moving forward, the BSP 
will continue to adopt prudential 
measures that will strengthen 
corporate and risk governance in 
banks as well as promote respon-
sible innovation and mainstream 
sustainable finance. All these 
are intended to foster a resilient, 
dynamic, and inclusive finan-
cial system that is supportive of 
sustainable economic growth.” 
— Keisha B. Ta-asan


