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Factory activity expands in December

By Aubrey Rose A. Inosante

Reporter

PHILIPPINE factory activity
ended 2024 on a high as Decem-
ber growth was the fastest since
November 2017, driven by an
increase in production and new
orders, S&P Global said on Thurs-
day.

The S&P Global Philippines Man-
ufacturing Purchasing Managers’
Index (PMI) rose to 54.3 in Decem-
ber from 53.8 in the previous month.

This matched the April 2022
print and was the strongest im-
provement in operating condi-
tions since the 54.8 reading in
November 2017.

A PMI reading above the 50
mark denotes improvement in
operating conditions, while a

reading below 50 signals dete-
rioration.

“The Filipino manufacturing
sector ended 2024 on a positive
note, with further improvements
in demand resulting in sharp and
significant increases in new orders
and output,” Maryam Baluch,
economist at S&P Global Market
Intelligence, said in a report.

The Philippines’ PMI reading
remained the fastest among six

Association of Southeast Asian
Nations (ASEAN) member coun-
tries in December. It was ahead of
Thailand (51.4), Indonesia (51.2)
and Myanmar (50.4).

A contraction in manufactur-
ing activity was seen in Vietnam
(49.8) and Malaysia (48.6).

In its report, S&P Global said
output and new orders “positively
influenced” the Philippines’ PMI
reading in December.

“Sharp expansions in both new
orders and output were reported,
supported by anecdotal evidence of
robust underlying demand trends,
product diversification, and new
client acquisitions,” it said.

International markets saw a re-
surgence in demand, leading to the
first uptick in new export orders in
five months, S&P Global said.

An increase in production re-
quirements prompted manufac-

turers to hike purchasing activity,
with input buying rising at the
highest rate in nearly two years.
“A sustained increase led to a re-
sumption of pre-production inven-
tory building, following two consecu-
tive months of contraction,” it said.
S&P Global said vendor per-
formance deteriorated sharply in
December, although at a slower
pace than in November.
Factory, S1/4

Palay production
to rebound in 2025

By Adrian H. Halili reporter

LOCAL RICE PRODUCTION is expected to rebound in
2025, an analyst said, citing low base effects.

“Ttwill likely be an increase since we are starting with alow
base in 2024, where palay production had shrunk a million
metric tons (MT), by our calculation,” Former Agriculture
Undersecretary Fermin D. Adriano said in a Viber message.

Earlier, the Department of Agriculture said palay or
unmilled rice production would likely fall to 19.3 million
MT in 2024.

The agriculture sector was negatively impacted by dry
spells and droughts caused by El Nifio in the first half, and
heavy rains and typhoons in the latter part of 2024.

If realized, rice output would fall by 3.63% from 20.06
million M T in actual production in 2023. This would also
be the lowest level of rice production since the 19.29 mil-
lion MT posted in 2020.

Meanwhile, the US Department of Agriculture (USDA)
said that milled rice production for 2025 would decline by
3% due to the impact of the El Nifio and La Nifia events.

The USDA said that milled rice production would
likely fall to 11.95 million MT in 2025 from the 12.32 mil-
lion MT forecast for 2024.

Roehlano M. Briones, a senior research fellow at the
Philippine Institute for Development Studies said in a
Viber message that rice output will likely improve in 2025
due to an increase in productivity.

“There is no way to go but up because we hit rock bot-
tom (in 2024), unless natural calamities again affect our
rice-growing areas,” Mr. Adriano added.

Before it ended in June 2024, El Nifio caused drought
and dry conditions that affected agricultural production.

Farm damage caused by El Nifio stood at P15.3 billion,
according to the DA’s final estimate. Damage to rice crops
amounted to P5.93 billion or 38.8% of the total. Lost volume
stood at 330,717 MT, across 109481 hectares of farmland.

In the fourth quarter, several storms hit the country. The
DA estimated that agricultural damage due to typhoons
Kristine and Leon reached P9.81 billion, covering 183,877
hectares of land and production loss of 380,704 MT.

Rizal Commercial Banking Corp. Chief Economist
Michael L. Ricafort said rice production in 2025 “should
be better,” amid the increase rainfall during La Nifia.

“As La Nifia is expected to last up to early first quarter of
2025, provided there would be no large storm or flood damage.
Unlike the El Nifio from the latter part of 2023 to June 2024
that reduced rainfall and rice production, as well as the series
of strong storms since July 2024,” he said in a Viber message.

The Philippine Atmospheric, Geophysical and Astro-
nomical Services Administration (PAGASA) said that
La Nifa-like conditions are currently prevailing in the
tropical Pacific.

“La Nifia conditions for December to February 2024-
25 is favored, with a return to ENSO-neutral conditions
starting the March-April-May,” PAGASA said in its latest
monitoring as of Dec 18.

Weather conditions that are neither El Nifio nor La Nifia are
considered to be El Nifo-Southern Oscillation (ENSO) neutral.

Meanwhile, Mr. Briones said rice prices in 2025 would
be “lower than the average in 2024.”

The government had slashed tariffs on imported rice
to 15% from 35% until 2028 to lower prices of rice.

“Rice prices will likely go down given the release of
rice imports made last year, but it will be gradually,” Mr.
Adriano added.

He said that regular milled rice would be unlikely to
fall between P38 and P40 per kilogram due to higher
input costs.

In an earlier report, Fitch Solutions’ unit BMI said
international rice prices are expected to decline in 2025
as India eased restrictions on exports of white rice.

Last September, India’s Directorate of Foreign Trade
lifted the export ban on non-basmati white rice, citing
ample inventory levels.

The Philippines remains the world’s top importer of
rice, according to the USDA. The Philippines is projected
to import 5.3 million MT of rice in 2025.
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Within-target inflation to
keep BSP on easing path

By Luisa Maria Jacinta C.
Jocson Reporter

PHILIPPINE INFLATION is
seen to remain within target in
2025, analysts said, paving the
way for the central bank to con-
tinue its easing cycle.

“Looking ahead, inflation will
likely be contained reflecting
the moderation in global com-
modity prices, and administra-
tive measures such as tariff cuts
on food items, particularly tariff
cuts on imported rice from July,”
the ASEAN+3 Macroeconomic
Research Office (AMRO) Senior
Economist Andrew Tsang said.

AMRO expects inflation to
settle within the Bangko Sentral
ng Pilipinas’ (BSP) 2-4% target
range for 2024 and 2025.

“Specifically, average inflation
is projected to be 3.2% in 2025,
the same level as in 2024, which is
a substantial decline from the 6%
in 2023,” Mr. Tsang added.

Philippine headline inflation
averaged 3.2% in January-No-
vember 2024. In 2024, monthly
inflation prints have so far stayed
within the BSP’s
target band
except for the

JTLOC L

PRICE RISKS

However, analysts flagged poten-
tial risks that could stoke infla-
tion anew in 2025.

“There is always a risk that a
component of the consumer price
index (CPI) will go up, like in elec-
tricity and wages as pointed out
in BSP medium-term inflation
path,” Mr. Villanueva said.

He said that these must be
viewed as “regular possibilities.”

“What is crucial for policy
making, though, is the sever-
ity, likelihood and correlation of
these risks. Are the risk possibili-
ties severe and likely enough to
occur and will these stand out
or be offset by price declines for
other items in the consumer bas-
ket?” he added.

The BSP earlier said that the
risks to the inflation outlook for
2025 and 2026 remain tilted to
the upside.

“There could be some upside
risk to inflation due to robust
economic growth and increases
in minimum wages,” Mr. Tsang
likewise said.

He cited shocks such as supply-
side disruptions due to natural
disasters, which could drive up
food prices.

“Climate
change impacts

4.4% spike in < || 4 E9  through poten-
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The BSP ex- strong typhoons
pects inflation to average 3.2% in  can make landfall and wreak
2024 and 3.3% in 2025. havoc in Luzon and the Visayas,”

“We still expect the Philip-
pines’ inflation to remain within
the BSP’s 2-4% target range,”
Krisjanis Krustins, director at
Fitch Ratings’ Asia-Pacific Sover-
eigns team and primary sovereign
ratings analyst for the Philip-
pines, said.

“In my new view, consider-
ing all risks and given past and
current information, inflation
in 2025 will still generally fall
within the target range,” Enrico
P. Villanueva, a senior lecturer at
the University of the Philippines
Los Bafos Economics Depart-
ment, said.

The Philippines has grappled
with elevated inflation since 2022
amid external headwinds and
supply-chain disruptions. From
April 2022 to November 2023,
inflation breached the 2-4% tar-
get band.

“The inflation outlook for 2025
largely hinges on external factors
like commodity prices and ex-
change rates, as well as domestic
supply-side management,” John
Paolo R. Rivera, a senior research
fellow at the Philippine Institute
for Development Studies, said.

“While the BSP’s easing cycle
is likely to continue, its trajec-
tory will depend on inflation
trends, peso stability, and global
monetary policy movements,” he
added.

Union Bank of the Philippines,
Inc., Chief Economist Ruben
Carlo O. Asuncion said.

The Philippines has remained
the most at-risk country glob-
ally for 16 straight years, accord-
ing to the latest edition of the
World Risk Index (WRI), which
measures a country’s exposure
to natural disasters and societal
capacity to respond.

A recent report by the Asian
Development Bank (ADB) also
showed that the Philippines
could potentially lose 18.1% of its
gross domestic product (GDP) by
2070 due to climate change under
a high emissions scenario.

“Meanwhile, worsening geo-
political tensions in other re-
gions, such as Ukraine and the
Middle East, could raise the risk
of global supply disruption lead-
ing to sharp spikes in commod-
ity prices and shipping costs, and
cause another round of upward
pressures on inflation,” Mr. Tsang
said.

“The impact would be exacer-
bated if there were to be a sharp
depreciation of the peso caused
by external shocks,” he added.

Mr. Rivera said the deprecia-
tion of the peso due to a stronger
dollar or trade imbalances “could
increase import costs, exacerbat-
ing inflation pressures.”

Inflation, S1/4




