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BSP cuts reserve ratio, fl ags rate lull
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MANUFACTURING
SECTOR’S VOLUME OF
PRODUCTION INDEX
(VoPI) GROWTH RATES

Period  Year-on-year growth rates   Seasonally adjusted month-on-month growth rates 
April 2022 -1.3% -2.0%
May -0.6% 1.4%
June -0.03% 0.1%
July  3.6% 2.1%
August 4.6% -0.3%
September 4.6% 1.5%
October  6.7% 1.4%
November 6.4% 1.7%
December 4.4% -0.8%
January 2023 10.4% 3.0%
February 5.2% -2.8%
March  3.4% -1.1%
April  8.2% 2.9%

Top 5 Sector Gainers
(VoPI, Year-on-Year Growth Rates)

Top 5 Sector Losers
(VoPI, Year-on-Year Growth Rates)
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Year-on-Year Growth Rates MANUFACTURING OUTPUT in the 
Philippines rose to a three-month high 
in April amid strong domestic demand.

Factory output, as measured by the 
volume of production index (VoPI), 
went up by 8.2% year on year, data 
from the local statistics agency re-
leased on Thursday showed.

This was higher than 3.4% in March. 
The output fell by 1.3% a year earlier.

The VoPI fell by 8.9% in April from a 
month earlier. Stripping out seasonality 
factors, production volume rose by 2.9% 
month on month after a 1.1% decline in 
March. To date, factory output has risen 
by 6.7%, slower than 49.2% a year earlier.

S&P Global’s Philippine Manufac-
turing Purchasing Managers’ Index 
(PMI) eased to an eight-month low of 
51.4 in April. A reading above 50 signals 
improvement, while anything below 
50 shows the opposite.

Robert Dan J. Roces, chief economist 
at Security Bank Corp., attributed the 
manufacturing output expansion to a 
strong domestic demand that increased 
production, recovering exports and 
public investments in infrastructure.

In an e-mail, he also said the April 
results would contribute to economic 
growth this quarter given manufactur-
ing’s big share in economic output.

The Philippines grew by 6.4% in the 
first quarter, the slowest in two years 
though it was within the government’s 
6-7% target.

The manufacturing sector contrib-
utes about a fifth to the economy.

In the report, the Philippine Sta-
tistics Authority said the top three 
contributors to April’s growth were 
the heavily weighted food products at 
14.7%, transport equipment at 38% 
and other nonmetallic mineral prod-
ucts at 15.7%.

Other sectors that posted increases 
that month were basic metals at 29.3%; 
coke and refined petroleum products 
at 15.3%; other manufacturing and 
repair and installation of machinery 
and equipment at 27.1%; printing and 
reproduction of media at 50.5%; and 
wood, bamboo, cane, rattan articles 
and related products at 16.9%.

Mr. Roces said manufacturing output 
likely continued to improve in May. “The 
factors that contributed to the growth 
in April remain in place, and no major 
disruptions are expected in terms job 
creation and consumption patterns.”

Philippine Exporters Confedera-
tion, Inc. President Sergio R. Ortiz-
Luis, Jr. said while inflation driven by 
rising oil prices and geopolitical issues 
could affect manufacturing growth, 
output growth would likely continue in 
the coming months.

“Slowly but surely, the improve-
ment of our output will continue,” he 
said in Filipino. — T.C.S. Migriño

April factory 
output rises 
by 8.2% on 
solid demand

GLOBALSOURCE PARTNERS, 
Inc. kept its Philippine growth 
forecast for 2023 and 2024 as 
it lowered its inflation outlook 
for this year, but said risks re-
main amid a looming global 
recession.  

In a report dated June 7, 
the research consultant said 
it expects the economy to ex-
pand by 5.5% this year, which 
is below the government’s 
6-7% goal.   

“We still expect the gross 
domestic product (GDP) to ex-
pand by 5.5% for the full year as 
inflation decelerates, interest 
rates stabilize and the rebound 
in tourism strengthens, gain-
ing from China’s reopening,” 
GlobalSource analysts Romeo 
L. Bernardo and Maria Chris-
tine Tang said. 

Robust consumption sup-
ported by remittances and 
local job opportunities would 
also drive economic growth, 
they said. 

I n f l a t i o n  c o o l e d  f o r  a 
f o u r t h  st r a i g h t  m o n t h  i n 
May to 6.1%, the lowest in 
a year. Still, it breached the 

central bank’s 2-4% target 
for the 14th straight month. 
Inflation has averaged 7.5% 
to date.

GlobalSource expects infla-
tion to average 5.5% this year, 
lower than the 6.5% forecast 
it gave in March. This matches 
the central bank’s full-year 
forecast. 

But high interest rates 
have started to work their 
way through the economy, 
it said. Policy rates are also 
unlikely to fall  quickly in 
the near term due to sticky 
inflation. 

The Bangko Sentral ng Pili-
pinas (BSP) has raised the key 
rate by 425 basis points (bps) 
since May last year to tame in-
flation. Last month, the Mon-
etary Board kept it at 6.25%, 
while signaling that it would 
keep it on hold until the third 
quarter.  

GlobalSource expects the 
Philippine economy to ex-
pand by 5.8% in 2024, still 
below the government’s 6.5-
8% goal.   

GlobalSource keeps 
growth forecasts as 
inflation slacks off

GlobalSource, S1/9
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THE BANGKO SENTRAL ng 
Pilipinas (BSP) on Thursday cut 
banks’ reserve requirement ratio 
effective June 30, while signaling 
that it would not touch the key 
rate.

The central bank would cut the 
ratio for universal and commer-
cial banks and nonbank financial 

institutions with quasi-banking 
functions by 250 basis points 
(bps) to 9.5%, BSP Governor Felipe 
M. Medalla told reporters.

It will also cut the ratio for 
digital banks by 200 bps to 6% 
and by 100 bps for thrift banks, 
and rural and cooperative banks 
to 2% and 1%, respectively. 

“There will be some liquidity 
effects, that’s why we are plan-
ning to introduce the 56-day bills 
on that point so that we can mop 
up any excess liquidity effects of 

that cut in reserve requirements,” 
Mr. Medalla said.  

The central bank will offer 56-
day securities on June 30, along 
with the auction of the 28-day 
debt, to mop up excess liquidity in 
the financial system. 

“This operational adjustment 
is in line with the BSP’s ongoing 
e� orts towards a more active and 
fl exible approach to liquidity man-
agement through market-based 
monetary operations,” the BSP 
separately said in a statement. 

It is committed to bringing 
down the reserve requirement 
ratio of big banks to single digits 
by 2023. 

The central bank last cut the 
ratio in 2020 — by 200 bps for big 
banks in April that year and by 
100 bps for thrift and rural banks 
three months later. 

The reserve ratio cut is meant 
to facilitate the central bank’s 
shift to market-based instru-
ments for managing liquidity in 
the financial system, particularly 

the term deposit facility and BSP 
securities. 

“The reduction in reserve ra-
tios is intended to coincide with 
the expiration of alternative 
modes of compliance with re-
serve requirements by end-June 
2023 and thereby ensure stable 
domestic liquidity and credit con-
ditions,” the BSP said.  

During the pandemic, the 
Philippine central bank allowed 
lenders to count their lending to 
micro, small and medium enter-

prises (MSME) and pandemic-hit 
large enterprises as part of their 
compliance with the reserve re-
quirement for deposit liabilities 
and substitutes.  

The pandemic relief will ex-
pire on June 30.  

The reserve ratio cut will 
infuse about P325 billion into 
the financial system, Michael L. 
Ricafort, chief economist at Rizal 
Commercial Banking Corp., said 
in a note.

BAD LOANS of Philippine 
banks rose in April, bring-
ing their nonperforming loan 
ratio to the highest in seven 
months, the central bank said 
on Thursday.

The banking industry ’s 
gross bad loan ratio increased 
to 3.41% from 3.33% in March, 
though it was lower than 3.93% 
a year earlier, data from the 
Bangko Sentral ng Pilipinas 
(BSP) showed.

Bad loans in April rose by 
3.05% to P427.265 billion from 
a month earlier but fell by 4.5% 
from a year earlier. 

Banks’ gross loan portfolio 
grew by 9.9% to P12.52 trillion 
from a year earlier and by 0.6% 
from a month ago.

“Rapid-fire rate hikes are 
starting to manifest in these 
numbers as servicing debt be-
comes more challenging with 
all the rate hikes,” Nicholas 
Antonio T. Mapa, senior econo-
mist at ING Bank N.V. Manila, 
said in a Viber message.  

The Monetary Board has 
raised policy rates by 425 basis 
points to 6.25% since May last 
year. It paused its aggressive 

tightening cycle last  month, 
and has signaled it would keep 
rates on hold until the third 
quarter.  

The pickup in banks’ bad 
loans might also have to do with 
higher infl ation and the risk of 
recession in the US, Michael 
L. Ricafort, chief economist 
at Rizal Commercial Banking 
Corp., said in a Viber message.  

Infl ation slowed for a fourth 
straight month in May to 6.1%, 
the lowest in a year.

Based on BSP data, past due 
loans rose by 4% to P516.02 bil-
lion from a year earlier. These ac-
counted for 4.12% of borrowings, 
down from 4.19% a year earlier.

Restructured loans fell by 
4.6% from a year earlier to 
P325.01 billion, cutting the 
ratio to 2.59%. The industry’s 
bad loan coverage ratio stood 
at 86.23%, up from 77.39% in 
April 2022. 

“With rates elevated, we 
could see nonperforming 
loans increase in the next few 
months as the full impact of 
policy tightening takes effect,” 
Mr. Mapa said. — Keisha B. 
Ta-asan

Philippine lenders’ April
bad loan ratio worsens

BSP, S1/3 


