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May inflation likely hit 4% — poll

By Luisa Maria Jacinta C.
Jocson Rreporter

HEADLINE INFLATION likely
quickened for a fourth straight
month in May, mainly due to a
spike in electricity costs, analysts
said.

A BusinessWorld poll of
16 analysts yielded a median
estimate of 4% for the con-
sumer price index (CPI) in
May. This is within the 3.7-
4.5% forecast of the Bangko
Sentral ng Pilipinas (BSP) for
the month.

If realized, May inflation
would be faster than 3.8% in April
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but slower than the 6.1% print a
year earlier.

It would also mark the sixth
straight month that inflation
settled within the central bank’s
2-4% target range.

The Philippine Statistics
Authority is set to release May
inflation data on Wednesday
(June 5).

“We expect CPI inflation to
rise to 4% in May. The rise largely
comes on the back of unfavorable
base effects, and the sequential

momentum likely remained
contained,” Makoto Tsuchiya, an
economist from Oxford Econom-
ics, said in an e-mail.

“Even with a modest month-
on-month pickup, base effects
remain unfavorable, and we ex-
pect inflation to still accelerate
to 4% year on year — touching
the BSP’s upper bound target,”
HSBC economist for ASEAN
(Association of Southeast Asian
Nations) Aris D. Dacanay said in
an e-mail.

Analysts said the faster infla-
tion print in May is primarily due
to higher electricity rates.

“Upward price pressures will
come from higher electricity rates
as retailers pass on higher costs
from the Wholesale Electricity
Spot Market amid a jump in elec-
tricity demand when tempera-
tures spiked across the country in
May,” Moody’s Analytics econo-
mist Sarah Tan said in an e-mail.

“That also resulted in power
shortages, which led authorities

ANALYSTS’ MAY INFLATION RATE ESTIMATES

Bangko Sentral ng Pilipinas (BSP)
2024 Inflation Target Range: 2.0%-4.0%

BSP May Inflation Estimate Range: 3.7%-4.5%
BSP 2024 Inflation Forecast: 3.5%

toissue the red and yellow alerts,”
she added.

The National Grid Corp. of the
Philippines had placed the Luzon
and Visayas power grids on red
alert for 12 and eight days, respec-
tively, in May.

Yellow alerts have been
raised over Luzon and Visayas
for a total of 27 and 26 days,
respectively. Mindanao was
placed under yellow alert for
two days.

Inflation, S1/11
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Debt service bill declines by 21% in April — Treasury

THE NATIONAL Government’s (NG) debt
service bill fell in April amid a drop in amor-
tization payments, the Bureau of the Trea-

sury (BTr) said.

Data from the BTr showed that debt
repayments declined by 21% to P161.695
billion in April from P204.763 billion in the

same month a year ago.

Month on month, the debt service bill
plunged by 69.7% from P533.523 billion in

March.

More than half (58.3%) of debt servicing
during the month went to amortization.

Principal payments in April dropped by
40.6% to P94.199 billion from P158.51 billion

in the same month a year ago.

Domestic debt payments slumped
by 64.2% to P55.097 billion in April from

P153.959 billion a year ago.

On the other hand, amortization on
foreign obligations shot up (759.2%) to
P39.102 billion from P4.551 billion.

Meanwhile, interest payments stood at
P67.496 billion in April, 45.9% higher than
P46.253 billion in the same month in 2023.

Broken down, interest on local debt
jumped by 67.3% to P46.427 billion in April
from P27.75 billion a year ago.

This consisted of P38.437 billion in fixed-rate
Treasury bonds, P3.575 billion in retail Treasury
bonds, and P2.703 billion in Treasury bills.

Interest paid on foreign debt went up
by 13.9% to P21.069 billion in April from
P18.503 billion a year ago.

FOUR-MONTH DEBT SERVICE
Meanwhile, the NG’s debt service bill rose by

P770.479 billion in the same period a year ago.

Payments for amortization climbed by
52.4% to P887.243 billion as of end-April
from P582.249 billion a year ago.

Principal payments on domestic debt
were recorded at P754.77 billion, while those
on external debt stood at P132.473 billion.

Meanwhile, interest payments rose by
38.4% to P260.488 billion in the January-
April period from P188.23 billion.

Broken down, interest paid on domestic debt
reached P185.305 billion, while interest payments
for external debt amounted to P75.183 billion.

Rizal Commercial Banking Corp. Chief
Economist Michael L. Ricafort said that the

NG debt service bill in April declined due to

49% to P1.15 trillion in the first four months from

lower debt maturities paid for both principal
and interest payments.

Debt service, S1/11

Lawmakers urged to consider policy costing before approving new laws

LAWMAKERS must consider the
cost of proposed laws to ease
pressure on the government’s fi-
nances, according to a think tank
attached to the House of Repre-
sentatives.

“The Philippines presently
has no office designated to do
policy costing,” the Congressio-
nal Policy and Budget Research
Department (CPBRD) said in a
discussion paper.

The role of lawmakers in bud-
geting should not end with the
passage of the national budget,
the think tank said.

“Congress needs to evaluate
how appropriation laws are im-
plemented to ensure that public
money is spent solely for the pur-

poses for which they have been
appropriated,” it said.

Policy costing aims to guide law-
makers in assessing the adequacy
of funds for a specific government
program or project. It would also
help in evaluating operational ef-
ficiency based on the costs.

“It simulates how much a
policy proposal will change the
amount by which the budget is
expected to be in surplus or defi-
cit,” CPBRD said. “Moreover, it
assesses whether its implementa-
tion will have long-term budget
consequences or if it would im-
pose mandates on other levels of
government.”

Even the Department of Bud-
get and Management’s (DBM)

proposed Budget Modernization
bill, which seeks to institution-
alize the cash budgeting system
and improve fiscal planning, does
not include a provision on policy
costing, CPBRD noted.

The Budget Modernization
bill is a priority measure of the
Marcos administration but is still
pending at the House and Senate
committee levels.

In other countries, policy cost
estimates are used as basis for
mid- to long-term fiscal projec-
tions like gross revenue and
expenditure, fiscal balance, and
national debt, according to the
CPBRD. Cost estimates are often
produced by independent fiscal
institutions, it added.

“If policy costing is to be con-
sidered in the Philippines, there
is a need to clearly determine the
purpose, extent, and institutional
arrangements in preparing policy
cost estimates.”

The think tank cited 2023
data from the DBM’s Fis-
cal Planning and Reforms
Bureau, which showed that
around 205 laws have fund-
ing deficiency, while 159 laws
do not have specific budget
requirements.

“These laws can put pressure
on the government to increase
deficits. This may also result to
higher tax imposition at some fu-
ture time,” CPBRD said. — Beatriz
Marie D. Cruz

Hot money outflows
reach $312M in April

MORE short-term foreign capital
left the Philippines than entered
for a second straight month in
April, data from the Bangko Sen-
tral ng Pilipinas (BSP) showed.

BSP data showed that transac-
tions on foreign portfolio invest-
ments registered with the central
bank through authorized agent
banks posted a net outflow of
$312.18 million in April.

This was smaller than the
$351.87-million outflow in the
same month a year ago. However,
net outflows widened from the
$236.02-million outflow seen in
March.

Foreign portfolio investments
are commonly referred to as “hot
money” due to the ease by which
these flows enter or leave the
country.

Gross inflows jumped by
28.2% to $913.62 million in April
from $712.83 million in the same
month a year ago. Month on
month, inflows fell by 35.1% from
$1.4 billion in March.

The bulk or 59.5% of invest-
ments went into Philippine Stock
Exchange (PSE)-listed securities,
mainly in banks, holding firms,
property, transportation services
and food, beverage and tobacco.

The rest of the registered in-
vestments went into peso govern-
ment securities.

The BSP said that the majority
of total foreign inflows (87.9%)
came from the United Kingdom,
Singapore, Luxembourg, and
Hong Kong.

Meanwhile, gross outflows
stood at $1.2 billion during the
month, 15.1% higher than $1.1 bil-
lion a year ago.

On the other hand, outflows
declined by 25.4% from $1.6 bil-
lion in the previous month.

By destination, almost half or
43% of total outward remittances
went to the United States, equiva-
lent to $527 million.

For the first four months, hot
money yielded a net inflow of $65
million, a turnaround from the
$680-million outflow in the same
period in 2023.

Rizal Commercial Banking
Corp. Chief Economist Michael
L. Ricafort said that the decline in
hot money outflows may be due
to geopolitical tensions.

“The narrower net foreign sell-
ing may have to do with the easing
of geopolitical risks between Isra-
el and Iran with no new response
between the two since April 20,”
he said in a Viber message.

“Inflation still within the
BSP’s target despite some slight
pickup in recent months is also
an offsetting positive factor, as
global crude oil prices still hov-
ered among two-year lows or
since January 2022 recently,” Mr.
Ricafort said.

Inflation accelerated forathird
straight month to 3.8% in April
from 3.7% in March. However, it
marked the fifth straight month
that inflation settled within the
central bank’s 2-4% target range.
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