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Infl ation likely eased to 5.5% — poll
HEADLINE INFLATION likely 
further slowed for a fifth straight 
month in June, due to stable food 
prices and high base effects, ana-
lysts said.

A BusinessWorld poll of 17 ana-
lysts yielded a median estimate 
of 5.5% for June inflation, within 
the 5.3% to 6.1% forecast given by 
the Bangko Sentral ng Pilipinas 
(BSP) last Friday.  

If realized, the median esti-
mate will be slower than the 6.1% 
print in May 2023 and June 2022. 
It would also be the slowest since 
the 5.4% in May 2022.  

June would mark the fifth con-
secutive month of slower infla-

tion, and the 15th straight month 
that inflation surpassed the BSP’s 
2-4% target range. 

The Philippine Statistics Au-
thority (PSA) will report the con-
sumer price index (CPI) data for 
June on July 5 (Wednesday).  

Standard Chartered Bank 
economist Jonathan Koh said 
food and transport inflation may 
have moderated further in June 
due to base effects last year.  

“Meat and fruit prices have 
continued to ease in June, while 
vegetable prices rose in June. 
Transport prices likely contract-

ed year on year for the second 
consecutive month on high base 
effects,” he said in an e-mail.   

In June 2022, food inflation 
rose to 6.4%, while transport in-
flation accelerated 17.1% year on 
year.   

China Banking Corp. Chief 
Economist Domini S. Velasquez 
said inflation likely further slowed 
in June as prices of key food items 
such as meat, fish and fruits, as 
well as cooking gas, declined.

Fuel retailers slashed their 
cooking gas prices by P3.47 per li-
ter to P6.20 per kilogram in June.  

“We expect inflation to settle 
at 5.4% in June, as high base last 
year pulled down the annual fig-
ure. Although sequential growth 
likely picked up, it is still well 
below the trend seen last year. 
We estimate the downtrend was 
broad-based with both fuel and 
nonfuel inflation slowing,” Ma-
koto Tsuchiya, assistant econo-
mist at Oxford Economics, said in 
an e-mail.

While fuel prices may have gone 
up month on month, Mr. Tsuchiya 
noted prices are much lower com-
pared with the level a year ago.

In June alone, pump price ad-
justments stood at a net increase 
of P0.45 per liter for gasoline, P1.7 
per liter for diesel, and P1.6 per 
liter for kerosene.   

“ We also observed upward 
pressures from increases in 
vegetable and domestic pump 
prices as well as higher electric-
ity rates of Manila Electric Co. 
(Meralco) and other regional 
power distributors. Rice prices 
have also been consistently ris-
ing since February,” Ms. Velas-
quez said.   
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US$/UK POUND 1.2704 1.2641
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THE PHILIPPINES remained a lower 
middle-income economy in 2022, accord-
ing to the World Bank, as its gross national 
income (GNI) per capita lagged behind 
most of its Southeast Asian neighbors.

Data posted on the multilateral lender’s 
website showed the Philippines’ GNI per 
capita increased by 11.3% to $3,950 in 2022, 
from $3,550 in 2021. 

Despite the increase, the Philippines’ 
GNI per capita still fell within the World 
Bank’s bracket for lower middle-income 
economies of $1,136-$4,465. The income 
bracket was once again raised from $1,086-
$4,255 a year ago. 

The Philippines has been classified as a 
lower middle-income economy since 1987, 
which is the earliest available data from the 
World Bank.

In Southeast Asia, the Philippines 
trailed high-income economies Singa-
pore ($67,200 GNI per capita) and Brunei 
($31,410), as well as upper middle-income 
economies Malaysia ($11,780), Thailand 
($7,230) and Indonesia ($4,580). 

Aside from the Philippines, other lower 
middle-income economies in Southeast 
Asia include Vietnam ($4,010), Laos 
($2,360), Timor-Leste ($1,970), Cambodia 
($1,700) and Myanmar ($1,210).

The Philippine government is targeting 
to reach upper middle-income status by 
2025. The World Bank raised the brack-
et for upper middle-income economies 
to $4,466-$13,845 GNI per capita, from 
$4,256-$13,205 a year ago. 

Rizal Commercial Banking Corp. Chief 
Economist Michael L. Ricafort said a strong 

economic performance will help the Philip-
pines achieve its goal to become an upper 
middle-income economy. 

“Philippine gross domestic product 
(GDP) growth could normalize to around 
6% in 2023 and beyond, among the fast-
est growing economies in Asia, with the 
stabilization of the GDP base,” he said in a 
Viber message. 

The government is targeting 6-7% 
growth this year, slower than the 7.6% GDP 
expansion in 2022.

In the first quarter, the economy grew 
by 6.4%, slower than the revised 7.1% in 
the fourth quarter, and the 8% in the first 
quarter of 2022. 

Mr. Ricafort also cited strong remit-
tances, low unemployment, improved in-
frastructure spending, and the pickup in 
tourism as factors that will “help reduce 
poverty and help achieve middle-income 
status for the country in the coming years.”

In May, the World Bank said the country 
is “on track” to becoming an upper middle-
income economy amid continued recovery 
and reforms.

The World Bank’s latest update also 
showed eight countries shifting income clas-
sifi cations. In 2022, Guyana and American 
Samoa moved to the high-income status, 
while Indonesia, El Salvador, West Bank and 
Gaza secured upper middle-income status. 
Guinea and Zambia are now classified as 
lower middle-income economies.

However, Jordan was the only country 
to move down a status. It is now considered 
lower middle income from its earlier status 
of upper middle income. — LMJC

PHL remains a lower middle
income economy — World BankBANK LENDING in May grew at its 

slowest pace in over a year, reflect-
ing the impact of high interest rates, 
while domestic liquidity expanded by 
6.6% in the same month.

Data from the Bangko Sentral ng 
Pilipinas (BSP) released late Friday 
showed outstanding loans by big banks, 
net of reverse repurchase (RRP) place-
ments with the central bank, expanded 
by 9.4% to P10.9 trillion in May from 
P9.97 trillion a year ago.  

However, loan growth in May was 
slightly weaker than the 9.7% expan-
sion in April. This is the slowest credit 
growth in 15 months or since the 8.9% 
print in March 2022. 

Month on month, outstanding uni-
versal and commercial bank loans, 
net of RRPs, increased by 0.7%, the 
BSP said. 

“The moderation in bank lending 
activity reflects the impact of the 
BSP’s cumulative policy rate adjust-
ments,” outgoing BSP Governor Fe-
lipe M. Medalla said in a statement.  

Since May 2022, the Monetary 
Board has raised borrowing costs by 
425 basis points (bps). The key bench-
mark interest rate currently stands at 
6.25% — the highest in nearly 16 years.  

Rizal Commercial Banking Corp. 
Chief Economist Michael L. Ricafort 
attributed the weaker growth in lend-
ing to higher borrowing costs, as it be-
came more expensive for businesses 
and consumers to obtain loans. This 
partly slowed the demand for loans, 
he added.

“Overall bank lending growth 
seems pretty modest, currently 
at high single digit combined with 

around 11.5% nominal growth for the 
economy pretty much reduces the 
probably of a sharp spike in nonper-
forming loans (NPLs),” Bank of the 
Philippine Islands (BPI) Lead Econo-
mist Emilio S. Neri, Jr. said.

Mr. Neri noted that with high in-
terest rates, “the probability of a surge 
in NPLs is much lower than when 
rates were zero or negative.”

The latest central bank data 
showed the banking industry’s gross 
NPL ratio increased to 3.41% in April 
from 3.33% in March, but still lower 
than 3.93% a year earlier.

“In general, a positive real inter-
est rate environment helps us avoid 
excessive risk-taking among lenders 
and borrowers,” Mr. Neri added.

Based on BSP data, outstanding 
loans to residents, net of RRPs, rose 
by 9.3% in May, slower than the 9.6% 
print in April. 

Borrowings for production ac-
tivities rose by 7.9% to P9.5 trillion in 
May, easing from 8.3% in the previous 
month. 

This was driven by the faster ex-
pansion in loans for professional, sci-
entific and technical services (53.8% 
in May from -40.6% in April), admin-
istrative and support services (36.3% 
from 34.3%), electricity, gas, steam, 
and air-conditioning supply (14.1% 
from 12.4%), and real estate activities 
(5.5% from 4.5%). 

Slower month-on-month growth 
was seen in loans for manufactur-
ing (0.6% in May from 9.4% in April), 
wholesale and retail trade, repair of 
motor vehicles and motorcycles (8.6% 
from 10.3%), information and com-

munication (15.9% from 19%), and 
agriculture (3.7% from 4.5%)

BSP data also showed a decline in 
arts, entertainment, and recreation 
(-7.4% from 4.9 in April) and educa-
tion (-6.8% from -4.7%). 

Meanwhile, consumer loans to 
residents rose by 22.7% to P1.09 tril-
lion, slightly easing from the 22.3% 
print in April.

Credit card loans jumped by 29% 
in May, a tad weaker from the 29.9% 
in April. Salary-based general purpose 
consumption loans also eased to 52.9% 
from the 56.2% in the previous month.  

Borrowings for motor vehicles ex-
panded by 4.1%, improving from the 
1.9% seen in April. 

Outstanding loans to nonresidents 
also rose at a faster rate of 13.2% in 
May from the 2.2% print in the previ-
ous month.

Mr. Ricafort said measures to fur-
ther reopen the economy would boost 
demand for loans. 

“Businesses and industries can 
also plan better and become more 
decisive with new investments and 
expansion plans, which entail more 
demand for loans and other fund-
raising activities,” he said.  

Cooling inflation may also spur 
loan demand, he added, especially if 
the BSP begins cutting policy rates 
next year.

 
STEADY M3 GROWTH 
Despite slower credit growth, domes-
tic liquidity rose by 6.6% annually to 
P16.3 trillion in May, the BSP said in a 
separate statement. 

May loan growth slowest in over a year 

Loan growth, S1/12


