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Rate cut probably after Fed —Recto

By Luisa Maria Jacinta C.
Jocson Rreporter

THE BANGKO SENTRAL ng
Pilipinas (BSP) will probably cut
its policy rate after the US Fed-

it may start easing as late as De-
cember.

Finance Secretary Ralph G.
Recto said in a text message that
he does not think the BSP will cut
rates ahead of the Fed.

Asked if the BSP would begin
its easing cycle once the US cen-

member of the Monetary Board,
said this was “highly probable.”
The Federal Reserve held in-
terest rates steady on Wednesday
and pushed out the start of rate
cuts to perhaps as late as Decem-
ber, Reuters reported. Fed offi-
cials are now projecting only one

with previous expectations of
three.

HSBC economist for ASEAN
(Association of Southeast Asian
Nations) Aris D. Dacanay said that
the BSP does not have much room
to cut ahead of the Fed.

“With no dovish signals by

the BSP to cut as early as August
without leading to much volatility
in the peso is limited,” he said in
an e-mail.

HSBC expects the BSP to be-
gin reducing rates after the Fed in
the fourth quarter. The Monetary
Board only has two meetings in the

The Monetary Board has kept its
benchmark rate steady at a 17-year
high of 6.5% since October 2023.

BSP Governor Eli M. Remolona,
Jr. has previously said that the
earliest the central bank can begin
cutting rates is in August, with a
total of 25-50 basis points this year.
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Notes:

— The index depicts the world’s worst countries for workers by rating countries on a
scale from 1to 5+ on the degree of respect for workers’ rights.

— Violations are recorded each year from April to March.

2  Repeated violations of rights b i ) ;
* Philippines included in the top 10 worst countries

Source: International Trade Union Confederation’s 2024 Global Rights Index (https.//www.ituc-csi.org/)

1  Sporadic violations of rights
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June Meralco rates jump amid higher generation charge

World Bank to support more

agriculture projects in PHL

THE WORLD BANK is seeking
to fund more Philippine projects
that seek to bolster productivity
in the agriculture sector amid ris-
ing prices of food.

“The World Bank is very sup-
portive of agriculture and agricul-
tural productivity in the Philip-
pines,” Ndiamé Diop, World Bank
Country Director for Brunei,
Malaysia, Philippines and Thai-
land, told BusinessWorld on the
sidelines of a forum last week.

“For us, agricultural productiv-
ity in the medium-to-long term is
one of the key ways in which you
can reduce food price, a key driver
of overall inflation,” he said.

Headline inflation quickened
to a six-month high of 3.9% in May

amid rising utility and transport
prices. It was the fourth straight
month of faster annual inflation.

The Philippine central bank has
said that the latest inflation data
were consistent with its expecta-
tions that inflation could quicken
through July due to the impact on
El Nifio on agricultural output.

“We’ve been supporting agri-
culture for four years, and our
support has continued to be
strong,” Mr. Diop said.

InNovemberlastyear, the Depart-
ment of Agriculture launched three
‘World Bank-funded projects worth a
combined $920 million to make the
agriculture and fisheries sector more
resilient to climate shocks.

World Bank, S1/5

TYPICAL HOUSEHOLDS in
areas served by Manila Elec-
tric Co. (Meralco) will have to
pay higher electricity bills this
month, even as the utility de-
ferred the collection of a portion
of generation costs.

Meralco in a statement on
Thursday said the overall
rate will increase by P0.6436
per kilowatt-hour (kWh) to
P12.0575 per kWh in June from
P11.4139 per kWh in May.

“Driving this month’s over-
all rate increase is the genera-
tion charge which went up by
P0.3466 per kWh mainly due to
higher costs from the Whole-
sale Electricity Spot Market
(WESM),” the power distributor
said.

Residential customers con-
suming 200 kWh will see their
monthly electricity bill go up by
around P129 this month.

Meanwhile, households con-
suming 300 kWh, 400 kWh, and
500 kWh will see their monthly
bills increase by P193, P257, and
P322, respectively.

“The increase in the genera-
tion charge this month would
have been higher but Meralco
took the initiative to cushion
the impact of the higher pass-
through costs to our customers
with the help from some of our
suppliers which deferred the
collection of portions of their
generation costs,” Meralco Se-
nior Vice-President and Head
of Regulatory Management Of-

fice Atty. Jose Ronald V. Valles
said.

This move allowed this
month’s generation charge to go
down by P0.1313 per kWh.

Atabriefing, Joe R. Zaldarriaga,
Meralco’s vice-president and
head of corporate communica-
tions, said that the company sent
aletter to the Energy Regulatory
Commission (ERC) on June 5
to propose the deferral of the
collection of around P300 mil-
lion in generation charges from
suppliers Quezon Power (Philip-
pines) Ltd., San Buenaventura
Power Ltd. (SBPL), and South
Premiere Power Corp. (SPPC).

Meralco will also defer the
collection of around P200 mil-
lion in generation costs.

Mr. Zaldarriaga said the total
of P500 million will be collected
without interest over the July-to-
September 2024 billing period.

“We are still waiting for regu-
latory approval of our 400-MW
(megawatt) interim power supply
agreement (PSA) with Limay Pow-
er, Inc. which could significantly
reduce our WESM exposure and
generation costs,” Mr. Valles said.

Among the generation compo-
nents, WESM charges increased by
P1.5203 perkWh due to tight supply
conditions in May as average de-
mand rose by more than 1,200 MW.

From January to May, the
Luzon power grid was placed on
red and yellow alerts for 12 and
27 days, respectively.

Meralco, S1/5

PHL banks fall short of lending quota for small, medium businesses

PHILIPPINE BANKS failed to meet the
mandated quota for small business loans
in the first quarter, data from the Bangko
Sentral ng Pilipinas (BSP) showed.

Loans extended by the banking in-
dustry to micro-, small-, and medium-
sized enterprises (MSMEs) amounted to
P474.922 billion as of end-March.

This made up only 4.41% of their total
loan portfolio of P10.77 trillion, well-
below the mandated 10% quota.

Under Republic Act No. 6977 or the
Magna Carta for MSMEs, banks are
required to allocate 10% of their total

loan portfolio for small businesses. Of
this, 8% of loans should be allocated
for micro and small enterprises, while
2% should go to medium-sized enter-
prises.

However, banks have long opted to in-
cur penalties for noncompliance instead
of taking on the risks associated with
lending to small businesses.

As of end-March, BSP data showed
lending to micro and small enterprises
stood at P191.276 billion, equivalent to
just1.78% of their total loan portfolio and
well below the 8% quota.

On the other hand, loans for medium-
sized enterprises amounted to P283.646
billion, accounting for 2.63% of their
total credit book.

By type of bank, universal and com-
mercial banks disbursed P122.523 billion
inloans to micro and small enterprises in
the first quarter. This was only 1.33% of
their total loan book.

Big banks’ loans to medium-sized en-
terprises stood at P235.213 billion or
2.37% of their total lending.

Thrift banks extended loans to micro
and small enterprises worth P30.263 bil-

lion or 3.4% of their loan portfolio, falling
short of the quota.

Thrift banks’ loans to medium enter-
prises hit P28.811 billion, equivalent to
4.61% of their total lending.

Meanwhile, rural and cooperative
banks exceeded the quota for lending to
MSMEs. They extended loans to micro
and small enterprises worth P38.49 bil-
lion, equivalent to 17.74%.

Their loans to medium enterprises hit
P19.622 billion or 9.29% of their loan portfolio.

Loans granted by digital banks to the
micro and small enterprise sector stood

at P180 million in the first quarter, com-
prising 1.02% of their credit book.

Digital banks disbursed P10 million to
medium enterprises, equivalent to 0.07%
of their portfolio.

During the pandemic, the BSP allowed
banks to count MSME loans as alterna-
tive reserve compliance with the reserve
requirements to help support the sector.

This relief measure expired on June
30, 2023. However, it was extended to
thrift banks as well as rural and coop-
erative banks until Dec. 31, 2025. — Luisa
Maria Jacinta C. Jocson




