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Growth in inflows from econo-
mies such as the US, Saudi Arabia 
and the United Arab Emirates 
(UAE) contributed largely to the 
increase in remittances last year, 
BSP said.

The US was the biggest source 
of remittances last year, account-
ing for 40.9%, followed by Singa-
pore (7.1%), Saudi Arabia (6.2%), 
Japan (5%), the UK (4.7%), UAE 
(4.3%), Canada (3.6%), Qatar 
(2.8%), Taiwan (2.7%) and South 
Korea (2.5%).

These countries accounted for 
more than three-fourths (79.8%) of 
cash remittances during the year.

“Overseas Filipinos may have 
simply sent home more money 
given still elevated inflation,” Mr. 
Mapa said.

Inflation averaged 6% in 2023, 
the second straight year that it 
went above BSP’s 2-4% target.

Meanwhile, personal remit-
tances, which include inflows 
in kind, grew by 3.9% to $3.625 
billion in December from a year 
earlier. This brought the full-year 
figure to a record $37.21 billion, 
3% higher year on year.

“We can expect the same robust 
pace of growth in remittances again 
this year as it delivers a healthy dose 
of foreign inflows while also sup-
porting consumption via the peso’s 
purchasing power,” Mr. Mapa said.

Mr. Asuncion said he expects 
remittances to grow by 3% this 
year before easing to 2.8% in 2025.

He said higher-for-longer in-
terest rates, which may persist 
this year, would likely affect host 
countries as tight borrowing costs 
restrict economic activity.

BSP expects cash remittances 
to grow by 3% this year. — Keisha 
B. Ta-asan

Ms. Garin said the wage in-
crease should be balanced by 
the capacity of companies to pay 
since some might be forced to lay 
off workers or even shut down.

About 99.58% of Philippine 
businesses are micro, small and 
medium enterprises (MSME), 
according to a 2021 study by the 
Trade department. 

Marikina City Rep. Stella Luz 
A. Quimbo on Monday urged her 
peers to focus on growth and pro-
ductivity, noting that a legislative 
wage increase could fan inflation. 

‘BALANCING ACT’
“Companies will pass on their 
wage increase to prices… A cost-
push inflation will happen,” the 
lawmaker, who co-heads the 

Committee on Appropriations, 
told a news briefing. “You will 
temporarily satisfy our workers 
who are also consumers.”

Economists said Congress 
should weigh the effects of a leg-
islated wage increase on small 
businesses and inflation.

“It really is a balancing act 
in terms of timing,” Robert 
Dan J. Roces, chief economist 
at Security Bank Corp.,  said 
in a Viber message,  even as 
he noted that it could boost 
worker productivity.

Mr. Remolona said the recent 
agreement with Vietnam to se-
cure rice supply in the next five 
years is encouraging. Efforts to 
increase rice productivity, includ-
ing the distribution of drought-
resistant seeds, are a step in the 
right direction, he added.

In January, rice inflation quick-
ened to 22.6% from 19.6% in Decem-
ber, the fastest in nearly 15 years. 
Rice was also the most significant 
contributor to December inflation, 
adding 1.3 percentage points. The 
commodity had the biggest weight 
in the CPI basket at 8.87%.

Under a deal signed during 
President Ferdinand R. Marcos, 
Jr.’s two-day state visit to Vietnam 
in January, Hanoi committed to 
supply 1.5 million to 2 million 
metric tons of white rice to the 
Philippines “at a competitive and 
affordable price” for five years.

MIDYEAR CUT
BSP Senior Assistant Governor 
Iluminada T. Sicat said there is 
“scope for a rate cut” this year as 
soon as they see a firmer infla-
tion downtrend.

“While we see some improve-
ment in headline and core, we still 
consider taking a more prudent 
monetary policy stance at this mo-
ment,” she told a news briefing.

She noted that inflation might 
continue to ease this quarter due 
to base e� ects, but it might pick 
up above the 2-4% target in the 
second quarter. Inflation will go 
back to the target in the second 
half, Ms. Sicat said. 

She also said higher-than-ex-
pected minimum wage increases 
in the Philippines could reverse 
slowing inflation.

The Philippine Senate on 
Wednesday approved on second 
reading a bill calling for a P100 
($1.78) across-the-board minimum 
wage increase for workers in the 
private sector. The Senate president 
expects the bill to be approved on 
third and final reading next week.

“We need to maintain our hawk-
ish position but in terms of tone, it’s 
not as strong as what we had last 
December. But we continue to be 
hawkish looking at developments 
here and abroad,” Ms. Sicat said. 

There is still a more than 50% 
probability of above-target infla-
tion this year, said Dennis D. Lapid, 
officer-in-charge of the BSP De-
partment of Economic Research.

Ms. Sicat also said the timing of 
reserve requirement ratio (RRR) 

cuts should be considered once 
inflation risks ebb “The BSP con-
tinues to maintain its commit-
ment to reduce the RRR level at 
the rate of its neighbors.” 

The central bank said the gov-
ernment might miss its 6.5-7.5% 
economic growth target this year 
“as the full impact of the BSP’s 
prior monetary policy tightening 
continues to manifest [itself ].”

“There could be some modera-
tion in economic activity, but we 
think that we will still pose mod-
est economic growth for 2024,” 
Ms. Sicat said.

Finance Secretary Ralph G. 
Recto earlier said macroeconom-
ic assumptions might need to be 
adjusted to be “more realistic.”

The economy grew by 5.6% last 
year, slower than 7.6% in 2022 
and falling short of the state’s 
6-7% goal.

Capital Economics Senior Asia 
Economist Gareth Leather in a 
note said the central bank might 
start easing policy rates by the 
middle of the year because infla-
tion is expected to remain within 
target in the coming months.

“Overall, we expect the BSP to 
cut rates in May and lower borrow-
ing costs by a total of 200 bps next 
year, which is much more dovish 
than the consensus,” he said.

Nicholas Antonio T. Mapa, senior 
economist at ING Bank N.V. Manila, 
said BSP would likely remain hawk-
ish and keep rates untouched until 
the Fed delivers its own rate cuts. 
“However, with the risk-adjusted 
inflation forecast already within 
target, we believe the BSP now has 
scope to discuss potential easing 
possibly as early as midyear.”

Pantheon Macroeconomics 
Chief Emerging Asia Economist 
Miguel Chanco expects the cen-
tral bank to cut rates by 100 bps 
this year starting May.

“Our base case is that growth will 
soften further this year to 4.8% from 
5.6% in 2023, which would repre-
sent the weakest full-year outturn 
since 2011, barring the pandemic-
induced recession in 2020,” he said. 

Makoto Tsuchiya, an econo-
mist from Oxford Economics, said 
the Philippine central bank would 
cut rates when it starts to see a 
“firmer indication of disinfla-
tion.” “For the time being, risks are 
tilted to slower commencement of 
rate cuts given inflationary risks 
including weather disruptions, 
geopolitical tensions and possible 
minimum wage hikes.”
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