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Sept. infl ation rises to 6-month high

World Bank, S1/9

HEADLINE INFLATION ac-
celerated to a six-month high in 
September, mainly due to costlier 
fuel and vegetables, but remained 
below the central bank’s 2-4% 
target, the Philippine Statistics 
Authority (PSA) said on Tuesday.

Preliminary data from the PSA 
showed the consumer price index  
quickened to 1.7% in September 
from 1.5% in August, but eased 
from 1.9% in September 2024.

This was the fastest inflation 
rate since 1.8% in March. 

It was also within the Bangko 
Sentral ng Pilipinas’ (BSP) 1.5-
2.3% forecast for the month, but 
below the 1.9% median estimate 
in a BusinessWorld poll last week.

September also marked the 
seventh straight month that in-
flation settled below the BSP’s 
2-4% target.

In the nine months to Septem-
ber, inflation averaged 1.7%, eas-
ing from 3.4% in the same period 
last year. 

Meanwhile, core inflation, 
which excludes volatile prices of 
food and fuel, eased to 2.6% in 
September from 2.7% in August. 
Still, it was faster than the 2.4% 
clip a year earlier. 

Core inflation averaged 2.4% 
in the nine-month period, slow-
ing from 3.1% in the same period 
last year.

Source: Philippine Statistics Authority (Preliminary data as of Oct. 7, 2025)
BusinessWorld Research: Matthew Miguel L. Castillo

BusinessWorld Graphics: Bong R. Fortin

(as of September 2025)
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Inflation, S1/8

FACTORY OUTPUT expanded in 
August, driven by higher produc-
tion of food products, machin-
ery and equipment, and a slower 
annual decline in basic metals, the 
Philippine Statistics Authority 
(PSA) reported. 

Preliminary results of the PSA’s 
latest Monthly Integrated Survey 
of Selected Industries showed 
factory output, as measured by 
the volume of production index 
(VoPI), rose by 1.4% year on year 
in August. This was slightly faster 
than the 1.3% growth in the same 
month last year, and a turnaround 
from the 1.8% drop in July.

The August reading was the 
fastest growth since the 1.6% ex-
pansion in June. 

In the eight months to August, 
factory output growth averaged 
0.5%, slower than the 2.5% aver-
age in the same period last year. 

On a monthly basis, August’s 
output picked up by 0.1%, slower 
than 2.6% in July. Stripping out 
seasonality factors, it fell by 3.2%. 

According to the PSA, the 
faster year-on-year growth rate 
of VoPI for manufacturing in Au-
gust was primarily driven by food 
products, which jumped by 20.2% 
from 11.4% in July. 

There was also an uptick in 
machinery and equipment except 
electrical (6.7% in August from 
3.1% in July), and a slower annual 

decline in basic metals (-9.6% from 
-26.8%). 

Nine other divisions recorded 
expansions, while 10 saw declines. 

The PSA also said that the top 
three industry divisions that con-
tributed to the overall year-on-year 
growth in the VoPI were food prod-
ucts, transport equipment (6.5% in 
August from 9.5% in July), and elec-
trical equipment (19.5% from 21.2%). 

Average capacity utilization, 
or the extent to which industry 
resources are used in producing 
goods, averaged 77.3% in August. 
This was a tad higher than the re-
vised 77.2% in July and the 75.6% 
posted last year. 

In comparison, the Philippines 
in the S&P Global Manufactur-
ing Purchasing Managers’ Index 

(PMI) expanded to 50.8 in August 
from 50.9 in July. 

PMI is a leading indicator for 
factory activity, reflecting the 
volume of materials purchased in 
advance of manufacturing opera-
tions weeks or months down the 
line. A reading above 50 separates 
expansion from contraction. 

Ruben Carlo O. Asuncion, 
chief economist at Union Bank of 
the Philippines, said the expan-
sion in food production can be 
attributed to producers’ antici-
pation of strong holiday demand. 

“Inflation was still relatively 
low overall, so consumer pur-
chasing power remained intact, 
supporting demand for processed 
food,” he said in a Viber message. 

THE WORLD BANK maintained 
its Philippine gross domestic 
product (GDP) growth forecasts 
for this year and 2026, amid 
heightened uncertainty and 
slowing global growth.

In its latest East Asia and Pa-
cific Economic Update released 
on Tuesday, the multilateral 
lender kept its growth outlook for 
the Philippines at 5.3% this year 
and 5.4% for 2026, unchanged 
from its projections in June. 

These forecasts are below the 
government’s 5.5-6.5% target for 
this year, and 6-7% for next year. 

The Philippines is expected 
to be the region’s fourth fastest-
growing economy in the East Asia 
and Pacific this year, trailing Viet-
nam (6.6%), Mongolia (5.9%), and 
Palau (5.7%). 

For 2026, the Philippines is 
projected to post the third-fastest 
growth after Vietnam (6.1%) and 
Mongolia (5.6%). 

The country’s growth forecast 
is above the regional average, 
with East Asia and the Pacific 
expected to expand by 4.8% this 
year and 4.3% in 2026. 

“East Asia and Pacific region 
growth remains relatively high, 
but it is slowing down,” World 
Bank East Asia and Pacific Chief 
Economist Aaditya Mattoo said 
in a virtual briefing on Tuesday.

“At the same time, domestic 
policy choices, especially the reli-
ance in some countries on fiscal 
stimulus rather than structural 
reform, are likely to shape near 
and longer-term growth out-
comes. Turning to the reasons 
why growth is slowing down, 
we identify three main factors 
— trade restrictions, increased 
economic policy uncertainty, and 
slowing global growth,” he said.

The US imposed a 19% tariff 
rate for Philippine-made goods 
starting Aug. 7.

Mr. Mattoo noted that most 
economies in the region now face 
higher tariffs, but the Philippines, 
Thailand and Vietnam are less af-
fected since electronics and semi-
conductors are exempted from 
tariffs for now.

The World Bank noted that 
economies in the region have 
lowered tariffs exclusively on US 
imports and pledged to increase 
purchases of specific American 
goods, in response to higher tariff 
rates.

“In some cases, countries have 
engaged with other trading part-
ners to pursue greater diversifica-
tion of their trade. These actions 
may be costly but necessary in an 
uncertain trading environment,” 
it said.

The Philippine government 
has vowed to adopt a zero-tariff 
scheme on selected US goods, but 
the move could cost the govern-
ment P27 billion to P30 billion 
in forgone revenues. However, 
negotiations with the US have yet 
to be finalized. 

RISE OF DIGITAL INFORMALITY
Meanwhile, the Philippines is 
seeing a shift in informal work 
from agriculture to digital plat-
forms like ride-hailing applica-
tions, the World Bank said. How-
ever, poor education may prevent 
workers from capitalizing on 
tech-driven jobs, it added. 

“Now there is the new infor-
mality, which is informality of 
these new platform-based ser-
vices, which are growing in Thai-
land and in the Philippines,” Mr. 
Mattoo said. 

Dollar reserves reach $108.8 billion at end-Sept.
THE PHILIPPINES’ dollar reserves rose to its 
highest in 11 months at end-September, driven 
by higher global gold prices, earnings from the 
central bank’s investments and the National 
Government’s foreign currency deposits. 

Preliminary data from the Bangko Sentral 
ng Pilipinas (BSP) showed that gross inter-
national reserves (GIR) reached $108.805 
billion as of end-September, up 1.6% from 
$107.098 billion in August.  

This was the highest GIR level in nearly 
a year or since the $111.084 billion seen in 
October 2024.  

However, it was 3.5% lower than $112.707 
billion in September last year.  

“The Philippines’ gross international 
reserves rose in September 2025 due to 
higher global gold prices, income from Bang-
ko Sentral ng Pilipinas’ investments, and 
foreign currency deposits by the National 
Government with the BSP,” the BSP said in 
a statement.

Dollar reserves are the central bank’s 
foreign assets held mostly as investments in 

foreign-issued securities, foreign exchange 
and monetary gold, among others. 

These are supplemented by claims to 
the International Monetary Fund (IMF) in 
the form of reserve position in the fund and 
special drawing rights (SDRs). 

BSP data showed the level of dollar re-
serves in the nine-month period is enough 
to cover about 3.6 times the country’s short-
term external debt based on residual ma-
turity. 

It is also equivalent to 7.3 months’ worth 
of imports of goods and payments of services 
and primary income, well above the three-
month standard. 

“The latest GIR level provides a robust 
external liquidity buffer,” the central bank 
said in a statement. 

Ample foreign exchange buffers protect 
the country from market volatility and en-
sure that it is capable of paying its debts in 
the event of an economic downturn. 

The BSP’s foreign investments inched 
up by 0.3% to $87.243 billion as of end-

September from $86.987 billion in the 
previous month. However, it went down 
by 8.4% from $95.199 billion in the same 
period a year ago. 

Central bank data also showed that its 
gold holdings were valued at $16.385 bil-
lion, jumping by 12.8% from the $14.523 
billion seen at end-August and by 50.9% 
from $10.86 billion last year. 

Meanwhile, foreign exchange holdings 
slumped by 44.9% to $505.1 million in Sep-
tember from $916.1 million in August and by 
75.3% from $2.042 billion a year earlier. 

The Philippines’ reserve position in the 
IMF edged up by 0.2% to $737.7 million at 
end-September from $736.4 million in Au-
gust. It climbed by 0.9% from $731.1 million 
in September 2024. 

SDRs — or the amount the Philippines 
can tap from the IMF’s reserve currency 
basket — were unchanged month on month 
at $3.935 billion. Year on year, it was 1.5% 
higher than $3.875 billion. 

Dollar, S1/9

Manufacturing, S1/9

PHL manufacturing output expands in August
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World Bank keeps PHL 
GDP forecasts unchanged

By Isa Jane D. Acabal


