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May manufacturing growth slows

By Beatriz Marie D. Cruz
Reporter

FACTORY ACTIVITY in the Phil-
ippines expanded at a slower pace
in May as employment fell for
the first time in five months, S&P
Global said on Monday.

The S&P Global Philippines
Manufacturing Purchasing Man-
agers’ Index (PMI) stood at 51.9,
slightly down from 52.2 in April,
indicating “modest improve-
ment” in factory activity.

A PMI reading above 50 signi-
fies improved operating condi-
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tions from the previous month,
while a reading below 50 shows
the opposite.

“The [Philippine] manufacturing
sector continued to report further
gains midway through the second
quarter, with growth sustained in new
orders and output,” Maryam Baluch,
an economist at S&P Global Market
Intelligence, said in the report.

“However, firms struggled to
maintain their workforce num-
bers with job shedding noted for
the first time in five months.”

The Philippines’ PMI read-
ing remained the second-fastest
among four Association of South-
east Asian Nations member coun-
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tries in May, behind Indonesia
and Myanmar (52.1) and ahead of
Vietnam (50.3).

As of publishing time, no PMI
data for Thailand and Malaysia
were available.

For the Philippines, S&P
Global noted total sales growth
continued in May, although this
“eased fractionally” from April.

“Nonetheless, a further im-
provement in underlying demand
trends and an expanding custom-
er base helped stretch the current
run of increase to nine consecu-
tive months,” it said.

New export orders increased
for a fourth straight month and
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“at a pace most pronounced since
December 2016,” S&P Global said.

“Growth in new sales from
abroad was widely attributed to
improved demand trends in key
export markets and new client
wins,” it added.

Strong growth sales pushed
factories to increase their pro-
duction, S&P Global said. Factory
output grew at the fastest pace in
the year to date.

Even as production grew, S&P
Global noted that manufacturing
jobs dropped for the first time
since December 2023.

“The rate of decrease was the
fastest in nine months, with firms
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largely attributing this to volun-
tary leavers,” it said. “Backlogs,
though, continued to fall, indicat-
ing that many companies were
equipped to handle the sustained
rise in demand.”

Meanwhile, manufacturers
continued to increase purchases
of inputs for a sixth straight
month. Pre-production invento-
ries also expanded at the fastest
pace in 13 months.

“Stocks of finished goods were
also raised in May, though the
rate of growth was the weakest
in the current three-month se-
quence of expansion,” S&P Global
added.
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Inputpricesdipped for thefirst
time since April 2020 as some
companies said they switched to
“more competitively priced” sup-
pliers.

“However, charges contin-
ued to rise, indicating that firms
wished to maintain and build
their margins,” Ms. Baluch said.

S&P Global said Filipino
manufacturers were hopeful of
improved demand and plan to ex-
pand operations and launch new
products. It noted that expecta-
tions for the 12-month outlook
for output rose for the first time
in five months.
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Meralco warns power

rates to go

POWER RATES are expected to
go up this month, due to higher
settlement costs in the reserve
market and the implementation
of the new feed-in tariff allow-
ance (FIT-AlD rate, according to

up in June

“This is expected to be driven
by the settlement costs in the re-
serve market and increase in FIT-
All that will be reflected in the bills
of customers this month,” he said.

Last month, the Energy Regu-

PHILIPPINES SLIPS ANEW IN
2024 GLOBAL STARTUP ECOSYSTEM INDEX

The Philippines fell a notch to 60™ out of 100 countries in the Startup Ecosystem Index
2024 by research center StartupBlink. For the third straight year, the Philippines
dropped in the annual list after logging a total score of 2.224. Meanwhile, Manila led
the five Philippine cities in the separate rankings, landing at 101 spot out of 1,000
cities worldwide. The report measures startup ecosystems of countries and cities
based on the quantity and quality of startups and business environment.

Global Startup Ecosystem Index 2024 East and Southeast Asia (Country Level)
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sumer demand instead of produc-
tion, according to Nobel laureate
in economics Paul Krugman.

“The fact that we seem to
have a complete lack of realism
on the part of the Chinese is a
threat to all of us,” Mr. Krugman
told Bloomberg TV on Monday,
where he also touched on Ja-
pan’s economy and the benefits
of a weak yen.

Mr. Krugman echoed criti-
cism by US economic officials
including Treasury Secretary
Janet Yellen that China can’t
simply export its way out of trou-
ble. The comments come amid
renewed concern in the US and
Europe over what is viewed as
Chinese overproduction and the
dumping of heavily subsidized
products overseas.

“We can’t absorb, the world
will not accept everything China
wants to export,” Mr. Krugman
said.

domestic spending and a lack
of investment opportunities,
he added. Beijing should be
supporting demand, not more
production, he said.

Another prominent econo-
mist, Stephen Roach, weighed
in on China’s economy on Mon-
day. He said he found a grim
mood on the ground in Beijing
during a visit recently, espe-
cially among entrepreneurs and
students.

“I found a Beijing that re-
ally didn’t have much of the
spark that I had been accus-
tomed to over my many years
of traveling there,” Mr. Roach
said in a Bloomberg TV in-
terview. “Certainly, the best I
could call it was a mood of grim
resignation,” said the former
chairman of Morgan Stanley
Asia who now teaches at Yale
University.
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BSP may start
easing by )4

THE BANGKO SENTRAL ng Pilipinas
(BSP) will likely begin easing by the fourth
quarter when inflation is expected to have
firmly settled within target, Metropolitan
Bank & Trust Co. (Metrobank) said.

“In line with the BSP’s guidance, we
forecast domestic headline inflation to
peak in July, which in turn would only
be observable in early August,” the Me-
trobank Research and Market Strategy
Department said in a note.

The central bank earlier said inflation
could temporarily accelerate above the
2-4% target from May to July due to base
effects. However, inflation is expected to
return to the target after July.

“This supports our view that the BSP will
start its easing cycle in the fourth quarter,
rather than the third quarter, when inflation
expectations have settled well within the
BSP’s 2-4% range,” Metrobank said.

The Monetary Board’s next meeting
is on June 27, but BSP Governor Eli M.
Remolona, Jr. has signaled that policy
easing could begin as early as August.

The Monetary Board’s only meeting
in the third quarter is scheduled for Aug.
15, followed by two meetings in the fourth
quarter (Oct. 17 and Dec. 19).

Metrobank said the central bank would
likely keep a sufficiently restrictive policy
stance as upside risks to inflation remain.

It cited risks such as “still-elevated food
prices and heightened geopolitical risks
that could lead to renewed supply shocks.”

Inflation likely accelerated for a fourth
straight month to 4% in May, according to
the median estimate in a BusinessWorld
poll of 16 analysts.

The BSP gave an inflation forecast of
3.7-4.5% for May. Inflation data will be
released on June 5.

“We also continue to see the BSP lagging
the US Federal Reserve’s own easing cycle,
where we expect the first policy rate cut in
the September Federal Open Market Com-
mittee (FOMC) meeting, which should
then support the peso,” Metrobank said.
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