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Dollar reserves rise to over 2-year high
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PHL big banks’
asset growth
quickensin Q1

By Abigail Marie P. Yraola
Deputy Research Head

THE COMBINED ASSETS of the Philippines’
biggest lenders rose in the first quarter, fueled
by increasing confidence in the economy’s
prospects.

The latest edition of BusinessWorld’s quar-
terly banking report showed that the aggre-
gate assets of 44 universal and commercial
banks (U/KBs) grew by 10.54% year on year to
P24.93 trillion in the first quarter from P22.55
trillion a year ago.

This pace was faster than 7.6% logged in the
last three months of 2023.

Asset growth was the fastest since it posted
11.25% in the first quarter of 2023.

Total loans of these big banks went up by
13.75% to P12.52 trillion in the January-to-
March period, faster than the 10.84% a year ago.

In the first three months, lending growth
logged its highest in 21 quarters or since the
15.13% logged in the fourth quarter of 2018.

The growth in assets and lending may be
attributed to the improved economic outlook,
after gross domestic product (GDP) expanded
by 5.7% in the January-to-March period. Busi-
nesses are likely to borrow more to support
investment plans while consumers may take
out loans when they expect higher incomes.

BSP data also showed the share of bad loans
to the total loan portfolio, also known as the
nonperforming loan (NPL) ratio, jumped to
3.6% in the first quarter from 3.39% in the previ-
ous quarter. Ayear ago, NPLratio stood at 3.63%.

Big banks, S1/11

Lenders’ nonperforming loan ratio hits 11-month high

THE PHILIPPINE banking industry’s
nonperforming loan (NPL) ratio in
April rose to the highest in 11 months,
as soured loans increased due to el-
evated interest rates.

Preliminary data from the Bangko
Sentral ng Pilipinas (BSP) showed the
banking industry’s gross NPL ratio
rose to 3.45% in April from 3.39% in
March and 3.41% a year ago.

This was the highest bad loan ratio
in 11 months or since 3.46% in May
2023.

BSP data showed that bad loans
increased by 3.4% to P480.648 bil-
lion in April from P464.673 billion a
month ago and jumped by 12.3% from
P427.881 billion a year earlier.

Loans are considered nonperform-
ing once they remain unpaid for at
least 90 days after the due date. They

are deemed as risk assets since bor-
rowers are unlikely to settle such
loans.

The loan portfolio of Philippine
banks rose by 1.8% to P13.94 trillion
at end-April from P13.69 trillion in the
previous month. Year on year, it grew
by 11% from P12.56 trillion.

Past due loans went up by 5%
to P618.036 billion in April from
P588.447 billion in March. It also
climbed by 19.2% from P518.549 bil-
lion in the same period in 2023.

This brought the past due ratio to
4.43% in April from 4.3% a month ear-
lier and 4.13% a year ago.

On the other hand, restructured
loans slipped by 1.4% month on month
to P290.373 billion from P294.538 bil-
lion. It also declined by 10.5% from
P324.382billion in the year-ago period.

These borrowings made up 2.08%
of the industry’s total loan portfo-
lio. This was lower than the 2.15%
a month earlier and 2.58% in the
previous year.

Banks’ loan loss reserves stood at
P471.353 billion in April, inching up by
0.8% from P467.757 billion in March
and higher by 6.6% from P441.984 bil-
lion a year prior.

This brought the loan loss reserve
ratio to 3.38%, down from 3.42% last
month and 3.52% a year ago.

Lenders’ NPL coverage ratio, which
gauges the allowance for potential
losses due to bad loans, slipped to
98.07% from 100.66% in March and
103.3% in the same month in 2023.

Rizal Commercial Banking Corp.
Chief Economist Michael L. Ricafort
said the uptick in bad loans was due to

elevated interest rates and a weaker
peso exchange rate.

The Monetary Board has kept the
benchmark rate steady at 6.5% for a
fifth straight meeting, its highest in
17 years.

In April, the peso sank to the P57
level for the first time since November
2022. It further depreciated to the
P58-per-dollar level in May.

“However, possible Fed and local
interest rate cuts in the latter part
of 2024 and in 2025 could reduce
borrowing costs and could help ease
banks’ NPL ratio, going forward,” Mr.
Ricafort added.

BSP Governor Eli M. Remolona, Jr.
earlier said that the central bank may
begin its policy easing cycle as early
as August. — Luisa Maria Jacinta C.
Jocson

Recto says Philippines still on
track to achieve ‘A’ credit rating

THE PHILIPPINES is still on track to meet-
ing its goal of achieving an “A” rating status,
Finance Secretary Ralph G. Recto said.

This after Fitch Ratings affirmed the coun-
try’s long-term foreign currency issuer default
rating at “BBB” and retained its “stable” out-
look.

“Yes, as expected. We are on the road to an ‘A’
rating. A better credit rating will help us create
more jobs and reduce poverty by 2028,” Mr.
Recto told BusinessWorld in a Viber message.

In a commentary dated June 7, Fitch Rat-
ings affirmed the Philippines” “BBB” invest-
ment grade rating and maintained its “stable”
outlook.

A “BBB” rating indicates low default risk
and reflects the economy’s adequate capac-
ity to pay debt. Meanwhile, a “stable outlook”
means it is likely to be maintained rather
than lowered or upgraded over the next 18-24
months.

Fitch cited the Philippines’ “strong medi-
um-term growth, which supports a gradual

reduction in government debt/gross domestic
product (GDP) over the medium term and
the large size of the economy relative to ‘BBB’
peers.”

“The rating is constrained by low GDP per
head, despite an upward trend. Governance
standards are weaker than at ‘BBB’ peers,
though Fitch believes World Bank Gover-
nance Indicator scores somewhat overstate
this,” it added.

The Philippine economy grew by 5.7% in
the first quarter, better than the 5.5% in the
previous quarter.

The government is targeting 6-7% growth
this year, although Fitch expects Philippine
GDP growth to average 5.8% this year.

“We forecast real GDP growth of above 6%
over the medium term, considerably stronger
than the ‘BBB’ median of 3%, supported by
large investments in infrastructure and re-
forms to foster trade and investment, includ-
ing public-private partnerships (PPPs).”
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McDonald's PH and TESDA
seal partnership for

QSR Tralnlng Excellence!

and Technical Education and
Skills Development Authority (TESDA) recently signed a Memorandum
of Agreement to create the first TESDA curriculum for Quick Service
Restaurants. Through this partnership, McDonald’s Crew training
programs will now be adopted by TESDA to support upskilling and
development for more Filipinos. (In photo are representatives from
McDonald’s Philippines and TESDA)




