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BSP to cut RRR ‘substantially’ this year

RRR, S1/11

NOTES:
— Nearly 17,000 respondents across the globe were surveyed from March 22 to May 23.
— In the 2024 edition, the 89 countries had to meet four benchmark criteria to be included in the study. These are gross domestic 
product (2018-2022), foreign direct investment inflows (2018-2022), international tourism receipts or tourism arrivals (2018-2022), 
and being included in the UN’s Human Development Index (2018-2022). The first three criteria are based on World Bank data.
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2024 Overall Scores and Rankings of Select East and Southeast Asian Countries

The Philippines dropped two places to rank 45th out of 89 countries 
with a score of 25 (out of possible 100) in the latest annual Best 
Countries rankings by US News & World Report, in collaboration
with the Wharton School of the University of Pennsylvania.
The rankings are based on global perceptions which define countries 
in terms of a number of qualitative characteristics, which can 
influence trade, travel, investment, and national economies.
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THE NATIONAL Government 
(NG) is unlikely to push through 
with its planned issuance of 
euro-denominated bonds this 
year, the National Treasurer 
said.

“ When we issued the last 
$2.5-billion dollar bonds, it was 
more cost-efficient (than the 
euro bonds),” National Treasurer 
Sharon P. Almanza told reporters 
on the sidelines of an event late 
on Tuesday. 

“On a swap basis, euro is cost-
lier, so it’s really the dollar (that 
was issued). During that time, we 
just decided that maybe… (the 
euro bond is) still one of the pos-
sible (choices) but not for this 
year,” she said in mixed English 
and Filipino.

The NG last issued euro bonds 
in April 2021, raising €2.1-bil-
lion (P122.4 billion) to support 
its budget as the country was 
struggling amid the coronavirus 
pandemic.

The government planned to 
borrow $5 billion from the inter-

national debt market this year. 
It has already raised $2 billion 
from the issuance of US dollar-
denominated global bonds in 
May, and another $2.5 billion in 
August. This leaves $500 million 
yet to be raised.

When asked how it will raise 
the remaining $500 million, Ms. 
Almanza said: “It will  depend, 
because we’re also monitoring 
the deficit.”

“We’ve made adjustments, if 
you would look at the BESF (Bud-
get of Expenditures and Sources 
of Financing), because we will 
be able to also source some loans 
from official development assis-
tance,” she added.

The NG expects to receive 
P306.6 billion in program loans 
and P68.73 billion in project 
loans this year.

Ms. Almanza said the gov-
ernment is still eyeing Samurai 
bonds but is still monitoring the 
market. 

“We are also watchful of the 
BoJ’s (Bank of Japan) move if they 
will hike (interest rates,) although 
the yen is now appreciating so 
it’s better,” Ms. Almanza said in 
mixed English and Filipino. 

THE BANGKO SENTRAL ng 
Pilipinas (BSP) has no plans of is-
suing long-term securities, its top 
official said.

“We have no plans for that. 
Now, it’s just a liquidity issue. 
Longer-term bonds are for fi-
nancing of say, government oper-
ations, but what we are doing now 
is purely a liquidity effort,” BSP 
Governor Eli M. Remolona, Jr. 
said in a press chat on Wednesday.

The BSP absorbs excess cash 
from the financial system through 
its monetary instruments, which 
include its overnight reverse re-
purchase (ON RRP) facility, short-
term liquidity management tools, 
and standing liquidity facilities.

Data from the central bank 
showed that around 50% of its 
market operations are done 
through short-term BSP bills.

As of end- September, the 
central bank siphoned off P1.77 
trillion in excess money supply 
through its monetary operations. 
Of this, P804 billion was mopped 
up by BSP bills.

“Maturities are shorter in gen-
eral than what the National Gov-
ernment (NG) does when it issues 
its own government securities. 
Since 2019, we’ve been able to use 

this facility, and it has helped us 
very much in terms of managing 
the liquidity of the whole system,” 
Mr. Remolona said.

BSP Assistant Governor Zeno 
R. Abenoja said the BSP bills were 
created in close coordination with 
the Bureau of the Treasury (BTr).

“When we crafted the BSP 
bills, the tenor was carefully cali-
brated so it will not overlap with 
the Treasury bills (T-bills). The 
T-bills run from three months 
onwards to a year, so the BSP has 
been operating below that hori-
zon,” he said.

The BSP can technically issue 
any tenor but ensures its securi-
ties do not crowd out different 
instruments currently in the 
market, Mr. Abenoja added.

Short-term instruments also 
offer more stability and predict-
ability. 

“If you rely on shorter ma-
turities, then we have to do more 
issuances every day and every 
one and two weeks. To provide 
some stability in the operation, 
sometimes there’s benefit to that. 
That’s one reason why we are fo-
cusing on these particular BSP 
bills,” he said.

THE BANGKO SENTRAL ng Pilipinas 
(BSP) plans to reduce the reserve re-
quirement ratio (RRR) “substantial-
ly” this year, its top official said. 

“We’re considering it. We’ve dis-
cussed the timing of it. I would say 
it’s going to happen this year,” BSP 
Governor Eli M. Remolona, Jr. said in 
a press chat on Wednesday.  

“We will reduce reserve require-
ments substantially this year and then 
there may be further reductions by 
next year,” he added.

The RRR is the portion of reserves 
that banks must hold onto rather than 
lending out.

The BSP reduced the ratio for 
big banks and nonbank financial 
institutions with quasi-banking 
functions by 250 bps to 9.5% in 
June 2023.

It also lowered the ratio for digital 
banks by 200 bps to 6% and by 100 
bps for thrift banks, and rural and 
cooperative banks to 2% and 1%, 
respectively.

The central bank has since brought 
down the RRR for universal and com-
mercial banks to a single-digit level 
from a high of 20% in 2018.

“The banks want a reduction of the 
reserve requirement and they’re say-
ing ‘if you do reduce it, we’ll do this 
other thing for you,’ reduce transac-
tion costs on payments, for example,” 
Mr. Remolona said.

“We’re trying to manage that. But 
the idea is to reduce the reserve re-
quirements in a substantial way,” he 
added.

The BSP governor earlier said that 
they are eyeing to bring down the RRR 
to as low as 5%.

Meanwhile, Mr. Remolona said that 
the RRR cuts’ impact on the economy 
will not be immediate.

“Our transmission mechanism 
has long lags. That’s partly because 
the markets are not deep and liquid. 
We take account of those lags,” he 
said.

“At the same time, we’re trying to 
improve the liquidity of the markets to 
shorten those lags. But that’s an effort 
that will take some time.”

BSP Assistant Governor Zeno R. 
Abenoja said that slashing the RRR 
could spur lending activities and eco-
nomic growth.

“We are hoping additional liquidity 
will be deployed to help expand pro-
ductive economic activities. However, 
that will take time,” he said.

“So, some of it will be deployed by 
banks in various financial markets, in-
cluding government securities, equity, 
but some of it may still reside in their 
accounts, including depositing it back 
to the BSP.”

The RRR cuts in June last year 
coincided with the expiration of the 
BSP’s pandemic relief measures, 
which allowed banks to count their 
lending to small businesses as part 
of their compliance with the reserve 
requirement for deposit liabilities and 
substitutes.

AFTER more than two years of currency 
pain, Asia’s central banks are in for some 
relief as the US Federal Reserve is set to 
cut interest rates by a quarter-point on 
Wednesday. The path for the region’s 
own monetary policy, though, will be 
bumpy from here. 

Lower rates in the US frees up space 
for o�  cials in Jakarta to Seoul and Mum-
bai to move lower too. The prospect for 
the Fed kicking off a regional cutting 
cycle has attracted investors, who’ve 

poured money into emerging Asian debt 
and equities, helping strengthen curren-
cies in the region.

The question now for Asia’s central bank-
ers is how much they need to cut in the com-
ing months, or whether they even need to 
cut at all. Places such as India and the Philip-
pines face inflationary risks, while South 
Korea may prioritize fi nancial stability. 

“It would be an error to think the 
region’s policy makers are chomping at 
the bit for their chance to commence 

monetary policy easing,” said Brian Tan, 
Barclays Plc senior regional economist. 
“It’s not obvious that the economy is just 
crying out for policy easing and that policy 
makers need to shift as soon as possible.”

The wake-up call may arrive as soon 
as this week, with central banks in China, 
Taiwan and Japan all expected to hold 
rates, though there’s some chance of a cut 
in Indonesia. They’re followed by the Re-
serve Bank of Australia on Sept. 24, which 
is also expected to keep rates steady. 

Then, in a 10-day spree mid-October, 
a swath of peers from India to the Philip-
pines issue their own diverging decisions. 
Markets and economists are at odds on 
what that will look like.

Swap markets are pricing in a benchmark 
reduction of 50 basis points (bps) for the 
Reserve Bank of New Zealand on Oct. 9, with 
some chance of easing also expected for the 
Reserve Bank of India on the same day. 

While New Zealand is likely to cut 
through the rest of 2024 as the economy 

teeters on the edge of a third recession in 
two years, analysts see a di� erent picture 
playing out for the rest of the region. 

Inflationary pressures in India and 
the Philippines are likely to keep policy 
makers there more cautious, with ana-
lysts forecasting only one 25-bp cut in 
the fourth quarter, surveys show. Bangko 
Sentral ng Pilipinas Governor Eli M. 
Remolona, Jr. signaled a quarter-point 
cut in October or December. 

Central bank has no plans 
to offer long-term bonds

Long-term bonds, S1/11

Euro bonds, S1/11

Federal Reserve cut to serve as starting gun for central banks across Asia

Federal Reserve, S1/11

NG unlikely to issue 
euro bonds this year
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30 DAYS TO SEPTEMBER 17, 2024

FUTURES PRICE ON NEAREST
MONTH OF DELIVERY

30 DAYS TO SEPTEMBER 18, 202430 DAYS TO SEPTEMBER 18, 2024

US$/UK POUND 1.3219 1.3215
US$/EURO 1.1135 1.1135
US$/AUST DOLLAR 0.6780 0.6763
CANADA DOLLAR/US$ 1.3584 1.3582
SWISS FRANC/US$ 0.8431 0.8438

$73.30/BBL
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 CLOSE PREVIOUS

WO R L D  C U R R E N C I E SSTO C K  M A R K E T A S I A N  M A R K E T S WO R L D  M A R K E T S P E S O - D O L L A R  R AT E S A S I A N  M O N I E S - U S $  R AT E
SEPTEMBER 18, 2024

DOW JONES 41,606.180 -15.900
NASDAQ  17,628.061  35.934
S&P 500  5,634.580 1.490
FTSE 100 8,309.860  31.420
EURO STOXX50 4,425.690  9.040

JAPAN (NIKKEI 225) 36,380.17 176.95 0.49
HONG KONG (HANG SENG) HOLIDAY
TAIWAN (WEIGHTED) 21,678.84 -171.24 -0.78
THAILAND (SET INDEX)  1,435.80 -0.80 -0.06
S.KOREA (KSE COMPOSITE) HOLIDAY
SINGAPORE (STRAITS TIMES) 3,589.83 -3.59 -0.10
SYDNEY (ALL ORDINARIES) 8,142.10 1.20 0.01
MALAYSIA (KLSE COMPOSITE) 1,660.59 -3.69 -0.22

JAPAN (YEN) 141.610 140.550
HONG KONG (HK DOLLAR) 7.794 7.792
TAIWAN (NT DOLLAR) 32.005 31.848
THAILAND (BAHT) 33.250 33.290
S. KOREA (WON) 1,322.990 1,316.870
SINGAPORE (DOLLAR) 1.294 1.293
INDONESIA (RUPIAH) 15,330 15,330
MALAYSIA (RINGGIT) 4.242 4.250

PSEi
OPEN: 7,161.75
HIGH: 7,219.17
LOW: 7,147.82
CLOSE: 7,155.90
VOL.: 0.880 B
VAL(P): 6.139 B

FX
OPEN P55.800
HIGH P55.715
LOW P55.865
CLOSE P55.720
W.AVE. P55.783
VOL. $1,229.50
SOURCE : BAP

 LATEST BID (0900GMT) PREVIOUS CLOSE NET %  CLOSE NET

19.46 PTS.
0.27%

SEPTEMBER 18, 2024 SEPTEMBER 17, 2024 SEPTEMBER 18, 2024
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