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BSP has room to ease before Fed

By Luisa Maria Jacinta C.
Jocson Reporter

THE BANGKO Sentral ng Pilipinas
(BSP) still has room to cut rates
before the US Federal Reserve,
analysts said, but warned of such a

Last week, BSP Governor
Eli M. Remolona, Jr. signaled
that the central bank could
start rate cuts as early as Au-
gust, even as he expects the US
central bank to begin easing in
September.

“It is a positive signal, in-
dicating that the BSP believes

positioned to handle a slight
divergence from the Fed’s mon-
etary policy stance,” Security
Bank Corp. Chief Economist
Robert Dan J. Roces said in a
Viber message.

Last week, the Monetary
Board (MB) maintained its
target reverse repurchase

6.5% for a fifth straight meet-
ing. However, Mr. Remolona
said the BSP may cut rates in
August, possibly by 25 basis
points (bps).

“Such a scenario is not im-
possible if domestic inflation
remains under control, but it
risks both higher imported in-

tal flight, especially in times
of high geopolitical tensions,”
Makoto Tsuchiya, economist
at Oxford Economics, said in
anote.

Bank of the Philippine Islands
Lead Economist Emilio S. Neri,
Jr. said that the possibility of the
BSP cutting ahead of the Fed can-

“If local inflation dynamics
improve so dramatically that it
outweighs the exchange rate pass
throughimpactofaseries of reserve
requirement ratio (RRR) and RRP
cuts, the BSP MB may have room
to cut ahead of the Federal Open
Market Committee (FOMC),” Mr.
Neri said in a Viber message.
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Philippines and San Miguel Corp.
The Philippine economy ex-
panded by 5.7% in the first quar-
ter, slightly faster than 5.5% in the
previous quarter, but below the
government’s 6-7% target band.

For the coming months, the
DoF expects higher spending
and declining inflation to drive
growth.

“We expect that consumption
will increase as inflation continues
to moderate,” Ms. Velasquez said.

Household consumption,
which accounts for about 80% of
GDP, grew by 4.6% in the Janu-
ary-to-March period, the slowest
since the coronavirus pandemic.
It was also weaker than 5.3% in
the fourth quarter and 6.4% in the
same period last year.

“Once we have a bit of stable
inflation, we do think that this
will increase and it will prop up
growth because those are the
heavy lifters of growth,” Ms.
Velasquez said.
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Finance department says no plan to further raise sin tax rates

THE DEPARTMENT of Finance (DoF) is
not planning to raise taxes on “sin” prod-
ucts but is closely looking into the mount-
ing tax losses due to illegal importation of
cigarettes.

“We will not impose any hike except for
the existing [rates,]” Finance Undersec-
retary and Chief Economist Domini S.
Velasquezsaid at a forum hosted by the Eco-
nomic Journalists Association of the Philip-
pines and San Miguel Corp. at the weekend.

The government imposes so-called “sin”
taxes or excise taxes on certain goods such
as alcoholic beverages and tobacco prod-
ucts in order to discourage consumption.

Ms. Velasquez said the DoF is not keen
on increasing tax rates that may stoke in-
flation. Instead, she said the department

is “really zeroing in on how to improve
administrative efficiency.”

Signed into law in January 2020, Republic
Act No. 11467 increased the excise tax on
electronic cigarettes and alcoholic products
to fund the Universal Health Care (UHC) law.

For instance, the ad valorem tax was
increased to 22% of the net retail price of
distilled spirits. The specific tax was raised
to P42 per proof liter in 2020, to P47 per
proofliter in 2021, to P52 in 2022, to P59 in
2023, and to P66 in 2024.

Under the law, the tax rate for tobacco
products would be increased by 5% yearly
starting Jan. 1, 2024.

“Higher sin taxes could lead to some in-
crease in inflation but the weight in the in-
flation/CPI (consumer price index) basket

is relatively smaller,” Rizal Commercial
Banking Corp. Chief Economist Michael L.
Ricafort said in a Facebook Messenger chat.

Excise tax collection contributes around
12% to the Bureau of Internal Revenue’s
overall collection. Aside from alcohol and
tobacco, excise taxes are imposed on petro-
leum and minerals, among others.

Data from the DoF showed the sin tax
collection reached P65.3 billion in 2022,
23% higher than the previous year.

DoF’s Ms. Velasquez said the depart-
ment is looking into the rampant smug-
gling of cigarettes into the country, which
has resulted in millions in revenue losses
for the government.

“One of the things being looked at is pos-
sibly illicit cigarette trade. This could possibly

be one of the gaps in terms of tax collections,”
Ms. Velasquez said in a Viber message.

Mr. Ricafort said the government should
ensure “greater enforcement of the law
also versus smuggling and other illegal
activities that also reduce the government’s
tax revenue collections.”

He said the government should
strengthen measures against tax evasion,
run after tax cheats, and encourage tax
payment compliance.

Earlier this month, the BIR seized
227,351 packs of illicit cigarettes during
a raid of warehouses in Brooke’s Point,
Palawan. The BIR estimated the illegal
importers of these cigarettes were respon-
sible for P150.7 million in tax liabilities.
—B.M.D.Cruz

Philippines implements single electronic invoicing system for imports

THE PHILIPPINE government
has enforced a single electronic
invoicing system for all imported
commodities, as it explores non-
monetary measures to address
rising food prices.

Under Administrative Order
(AO) No. 13 signed by Presi-
dent Ferdinand R. Marcos, Jr.
on May 13, the country will
implement digital and inte-
grated pre-border technical
verification and cross-border
electronic invoicing for all im-
ported commodities entering
the country.

A single electronic invoic-
ing system is necessary to “ef-
fectively monitor international
trade transactions of all imported
goods,” according to the order.

It would also “strengthen
national security, safeguard con-
sumers’ rights, and protect the
environment against sub-stan-
dard and dangerous imported
goods,” the order read.

The new system, which the
Bureau of Customs (BoC) shall
implement within two years, will
be enforced gradually. The first
phase covers agricultural goods

including fresh and frozen meat,
fish and other aquatic resources,
cereals, fruits, vegetables, and
feeds.

The second phase covers non-
agricultural goods with health
and safety issues, while the last
phase will cover other goods with
misdeclaration to avoid duties
and taxes.

The AO also created a Com-
mittee for Pre-border Technical
Verification and Cross-border
Electronic Invoicing, which will
be chaired by the Finance sec-
retary.

The committee’s members
include the secretaries of the de-
partments of Agriculture, Trade,
energy, Health, Environment and
Natural Resources, and Informa-
tion Communications Technology.

Committee members also
include the BoC commissioner,
director-general of Philippine
Drug Enforcement Agency,
and two non-voting represen-
tatives from duly recognized
industry associations to be
appointed by the chairperson
upon the committee’s recom-
mendation.

Funding for the order’s imple-
mentation would be charged
against the available appropria-
tions of the BoC and other mem-
bers of the committee, according
to the order.

The new system followed the
issuance of an AO mandating the
Agriculture department as well as
the Trade and Finance agencies
to further ease procedures for
agricultural imports and remove
non-tariff barriers.

Non-tariff barriers are policy
measures that restrict trade such
as quotas, import licensing sys-

tems, regulations and red tape,
among others, according to AO
20.

Inflation accelerated for a
third straight month to 3.8% in
April from 3.7% in March. It also
marked the fifth straight month
that inflation settled within the
BSP’s 2-4% target range.

Food inflation rose to 6.3% in
April from 5.7% in March.

Inflation averaged 3.4% in
the January-April period, below
the central bank’s 3.8% full-year
forecast. — Kyle Aristophere T.
Atienza
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