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Inflation quickens to 9-month high

Il ANALYSTS’ JULY
2024 ESTIMATE: 4.0%

Il 2024 BSP

TARGET: 2.0%-4.0%
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INFLATION RATES IN THE PHILIPPINES

ESTIMATE FOR JULY: 4.0%-4.8%

I 2024 BSP INFLATION
FORECAST: 3.3%
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I BANGKO SENTRAL NG PILIPINAS (BSP)
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By Luisa Maria Jacinta C.
Jocson Reporter

HEADLINE INFLATION accel-
erated to a nine-month high in
July, mainly driven by a spike
in electricity rates and food
costs, data from the Philip-

Inflation rate

44 pine Statistics Authority (PSA)
39 showed.
37 The consumer price index
quickened to 4.4% year on year
34 32 O\‘O in July from 3.7% in June, fall-
’ 3 31 29 ing within the Bangko Sentral
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forecast.

It was higher than the 4% me-
dian estimate in a BusinessWorld
poll of 15 analysts conducted last
week.
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The July print was also the
fastest in nine months or since
the 4.9% clip in October 2023.

July also ended seven straight
months of inflation settling with-
in the central bank’s 2-4% target
band. Inflation had been within
target from December 2023 to
June 2024.

In the first seven months of
the year, headline inflation av-
eraged 3.7%, above the central
bank’s 3.3% full-year forecast.

Core inflation, which excludes
volatile prices of food and fuel,
sharply eased to 2.9% in July
from 6.7% a year ago. Core infla-
tion averaged 3.3% in the first
seven months.
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Trade-in-goods deficit
widens to $4.3B in June

By Beatriz Marie D. Cruz

Reporter

THE PHILIPPINES’ trade-in-
goods deficit ballooned to $4.3
billion in June as imports and ex-
ports contracted, the Philippine
Statistics Authority (PSA) said on
Tuesday.

Preliminary data from the PSA
showed that the country’s trade-in-
goods balance — the difference be-
tween exports and imports — stood
at a $4.3-billion deficit in June,
9.3% bigger than the $3.94-billion
gap in the same month last year.

Month on month, the June
trade gap shrank from the
$4.71-billion deficit in May.

For the first six months of the
year, the trade deficit narrowed
by 9.5% to $25 billion.

The country’s balance of trade
in goods has been in the red for
109 straight months (nine years)
or since the $64.95-million sur-
plus in May 2015.

In June, the value of exports
slumped by 17.3% to $5.57 bil-
lion from $6.73 billion a year
ago, the first double-digit decline
since November 2023. Month on
month, exports slid by 12%.

This was the lowest export
value in 13 months or since $4.92
billion in April last year.

Year to date, exports rose by
3% to $36.41 billion.

On the other hand, the value of
imports declined by 7.5% year on
year to $9.87 billion in June from
$10.67 billion in the same month
a year ago. Month on month, it
dropped by 10.6%.

The value of imports was
the lowest since $9.57 billion in
March, the PSA said.

BSP chief says ‘a little bit less likely’ to cut rates

For the first six months, im-
ports slipped by 2.5% to $61.41
billion.

“Exports are among one-year
lows and imports also near one-year
lows amid slower economic condi-
tions in China, the world’s second-
biggest economy and among the
country’s biggest trading partners,”
Rizal Commercial Banking Corp.
Chief Economist Michael L. Ricafort
said in a Facebook Messenger chat.

The Development Budget Co-
ordination Committee projects 5%
and 2% growth in exports and im-
ports, respectively, this year.

DROP IN ELECTRONICS EXPORTS
Among major types of goods,
manufactured goods exports
dropped by 21.1% year on year
to $4.34 billion in June but still
made up the bulk or 78% of the
total. Exports of mineral prod-
ucts slipped by 7.7% to $632.4
million.

By commodity group, exports
of electronic goods fell by 24.4%
to $2.99 billion in June from
$3.96 billion a year ago. Electron-
ic products accounted for 53.7%
of the country’s total exports in
June. Among electronic products,
semiconductor exports slid by
29.5% to $2.32 billion in June.

Exports of other manufactured
goods dropped by 17.36% year on
year to $285.56 million, account-
ing for 5.1% of total exports.

Exports of other mineral prod-
ucts slipped by 16.4% to $252.03
million in June.

The United States remained
the top destination for Philip-
pine-made goods, with exports
valued at $897.8 million. This
made up 16.1% of the country’s
total exports in June.
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THE BANGKO SENTRAL ng Pilipinas (BSP)
is now “a little bit less likely” to cut rates at
its Aug. 15 meeting after inflation breached
the 2-4% target band in July, its governor
said.

“A little bit less likely (to ease) because
inflation is high. But we have to look at other
numbers,” BSP Governor Eli M. Remolona,
Jr. told reporters in mixed English and Fili-
pino on the sidelines of an event on Tuesday.

Mr. Remolona said that July inflation was
“slightly worse than expected.”

“That 4.4% (inflation print), there is abase
effect there of 0.3 percentage point. Without
the base effect, it’s really 4.1%, which is still
worse than expected but not that bad be-
cause it only slightly breached the ceiling.”

Headline inflation accelerated to 4.4% in
July from 3.7% in June. This was the fastest
inflation print in nine months or since the
4.9% recorded in October 2023.

The July print also ended the seven
straight months of inflation settling within
the central bank’s 2-4% target range.

Asked if the BSP is on track to cut rates
this month, Mr. Remolona replied: “Medyo
(Somewhat).”

Mr. Remolona earlier signaled that the
Monetary Board is on track to begin easing
by August, possibly by 25 basis points (bps).

Asked if the BSP will hold rates steady, he
said: “We are not sure because there is still a
lot of data we are looking at.”

The BSP chief said they will be able to
cut rates if gross domestic product (GDP)
growth is weaker than expected. Second-
quarter GDP data will be released on Aug. 8
(Thursday).

“If growth is unexpectedly weak, then it
looks like our projections of inflation and in-
flation expectations suggest lower inflation
going forward. Then we can cut,” he said.

A BusinessWorld poll of 19 economists
and analysts yielded a median GDP estimate
of 6% for the second quarter. If realized, this
would be faster than the preliminary 5.7%
expansion in the first quarter and 4.3% in
the second quarter of 2023.

The government is targeting 6-7% GDP
growth this year.

Mr. Remolona also said he expects the
US Federal Reserve to cut in September. “It
looks like they will cut because the employ-
ment report was a triple whammy.”

Global stock markets plunged on Monday
amid concern the US central bank has wait-
ed too long to begin cutting interest rates.
Interest rate futures contracts at the day’s
end reflected overwhelming bets that the
Fed will start cutting borrowing costs next
month with a bigger-than-usual 50-bp re-
duction to its policy rate, Reuters reported.

The Fed kept its benchmark interest rate
unchanged in the current 5.25%-5.5% range
last week and signaled it was on course to
begin cutting rates in September, but that
decision was followed by worrying signs the
labor market might already have turned.

The central bank is also open to the pos-
sibility of an off-cycle rate cut if it does not
ease rates next week, Mr. Remolona said.

“We’re always open to off-cycle (moves),”
he said.

After Aug. 15, the Monetary Board’s re-
maining policy-setting meetings this year
are on Oct. 17 and Dec. 19

The Monetary Board has raised borrow-
ing costs by a cumulative 450 bps from May
2022 to October 2023, bringing the key rate
to an over 17-year high of 6.5%. — Luisa
Maria Jacinta C. Jocson

Gov’t to consider new taxes if revenue collection falls short — Recto

THE GOVERNMENT will only
consider introducing new taxes
if revenue collection falls short
of target, the Department of Fi-
nance (DoF) said.

“It'seasytopassataxlaw. It’'seasy
to do a tabletop revenue estimate.
What's always harder is implement-
ing the law and collecting the tax,”
Finance Secretary Ralph G. Recto
told reporters on the sidelines of a
House Committee on Appropria-
tions hearing late on Monday.

He said new taxes may be con-
sidered if revenue collections are
not enough.

The National Government
(NG) aims to collect P4.64 trillion

in revenues next year, up 8.77%
from this year’s projected P4.27-
trillion collection. Of this, the
government looks to collect P4.33
trillion in tax revenues, 13.41%
lower than this year’s target.

“It’s a high target. Assuming
there’s a shortfall in that, then we
just manage the expenditures,”
he added.

While Mr. Recto has repeatedly
said there are no plans to introduce
new taxes, the DoF has urged Con-
gress to approve tax reforms that
will generate as much as P28.38
billion in revenues next year.

Prioritybills include the value-
added tax on digital service pro-

viders, excise taxes on single-use
plastics and pickup trucks, the
rationalization of the mining fis-
cal regime, the motor vehicle road
user’s charge, and the Corporate
Recovery and Tax Incentives for
Enterprises to Maximize Oppor-
tunities for Reinvigorating the
Economy.

Filomeno S. Sta. Ana III, co-
founder and coordinator at the
Action for Economic Reforms,
said that better tax administra-
tion is not enough to fund the
government’s deficit.

“The challenge that the govern-
ment faces is to unwind the deficit
resulting from the heavy borrow-

ing during the pandemic, and at
the same time, it has to sustain
high investments in social devel-
opment, infrastructure, and green
energy,” he said in a Viber message.

“In this context, careless and
wasteful spending is a no-no,
and the government is pressured
to generate new revenues. Tax
administration, with recent
economic episodes as a guide, is
insufficient,” he said in a Viber
message.

For 2025, the NG set a deficit
ceiling of P1.54 trillion or equiva-
lent to 5.3% of gross domestic
product.
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