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MNI Bangko Sentral ng Pilipinas Preview – August 2022 
 
 

 
Announcement Date: Thursday, 18 August 2022 
 
Announcement Time: 08:00 BST/15:00 PHST 
 
Link To Statement: https://www.bsp.gov.ph/SitePages/PriceStability/MonetaryPolicyDecision.aspx  
 

 
 

MNI Point of View: Will It Be 25 Or 50? 
 
Governor Medalla repeatedly suggested that the Board will raise the key policy rate by either 25bp or 50bp this 
week as the economy is strong enough to weather policy normalisation. Analysts are split but a clear majority of 16 
out of 22 surveyed by Bloomberg expect a double-barrel move. We side with the consensus view and believe that 
risks are strongly skewed towards a 50bp rate hike, with the BSP prepared to keep withdrawing stimulus decisively. 
 
Bangko Sentral has proven itself ready to take a proactive approach if needed. When faced with aggressive 
hawkish Fed repricing last month, the Monetary Board delivered an out-of-cycle 75bp rate hike, seeking to 
demonstrate its inflation-fighting credibility and defend the beleaguered peso which was testing all-time lows. The 
Governor vowed that “further monetary policy adjustment will be carried out in the coming months” and pledged 
readiness to “utilise the full force of available measures.” 
 
The off-cycle rate hike marked a departure from an earlier gradualist approach, which guided the central bank’s 
decisions in May and June to raise the key policy rate by 25bp on each occasion. A failure to prevent further 
acceleration in the growth of consumer prices coupled with a plunge in the peso’s exchange rate forced Bangko 
Sentral to become more aggressive. This was reflected in subsequent messaging, which emphasised the need to 
curb inflation, with no signs of earlier concern with “overusing” rate hikes to that effect. 

 
Headline inflation continues to surprise on the 
upside. It printed at +6.4% Y/Y in July, beating 
Bloomberg median estimate of +6.1%, reaching the 
fastest pace since 2018, and leaving the upper end 
of the BSP’s target range (+1.0%-3.0%) further 
behind. The costs of volatile items such as food and 
energy remained the main drivers, albeit price 
pressures are broadening as pent-up demand kicks 
in and the economy recovers from the crisis induced 
by the COVID-19 pandemic. 
 
A weaker exchange rate is exacerbating imported 
inflation. Although optimism about the new 
administration’s economic agenda and the central 
bank’s unscheduled turbocharged rate hike provided 
some incremental support to the peso, it is still 

facing some fundamental headwinds. The Philippines’ twin deficit saps strength from the local currency, making it 
the worst performer in emerging Asia quarter-to-date. Worth noting that in June, the nation’s trade deficit deepened 
to a historic level in the third consecutive record-breaking print. 
 
Admittedly, annual economic growth unexpectedly slowed to +7.4%, providing a stark reminder about the global 
economic headwinds and supporting the case for a more gradual, measured policy normalisation. However: 

1. this is still a pace of GDP growth that could make many of the Philippines’ international peers envious; 
2. bank lending keeps expanding, which means the BSP still has work to do when it comes to constraining 

demand and taking some heat out of the economy; 

The shaded region represents the BSP’s inflation target range. 

https://www.bsp.gov.ph/SitePages/PriceStability/MonetaryPolicyDecision.aspx
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3. the miss in GDP came on the back of weaker consumption as accelerating inflation limited the purchasing 
power of households. 

 
From that perspective, the mere slowdown in growth does not speak against raising interest rates. To the contrary, 
swallowing the bitter pill of a larger rate hike now could help eliminate the adverse impact of inflation on consumer 
sentiment and domestic GDP growth. While the rates of economic expansion remain robust, driven by the still 
healthy consumer spending, the Monetary Board can use this opportunity to focus on tackling inflation. 
At some point, however, Bangko Sentral will need to pivot towards preventing a hard landing. The question then 
becomes, how far is the central bank prepared to go with its tightening campaign. We stress that the statement will 
be scrutinised for any hints on that front, informing the debate on the terminal levels of interest rates and the 
steepness of their path to the peak. As things stand, most analysts in a Bloomberg poll expect the key rate to rise 
75bp through end-September; likewise, the market (as gauged by BBG MIPR tool) sees it at 4.0% in three months’ 
time. The next meeting of the Monetary Board after this week’s is slated for September 22.  
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Bangko Sentral ng Pilipinas July Monetary Policy Statement (Off-Cycle): 
 
During this morning’s regular meeting, the Monetary Board decided to raise the interest rate on the BSP’s overnight 
reverse repurchase facility by 75 basis points to 3.25 percent, effective today, 14 July 2022. Accordingly, the 
interest rates on the overnight deposit and lending facilities were raised to 2.75 percent and 3.75 percent, 
respectively. 
 
In raising the policy interest rate anew, the Monetary Board recognized that a significant further tightening of 
monetary policy was warranted by signs of sustained and broadening price pressures amid the ongoing 
normalization of monetary policy settings. The Monetary Board noted that favorable conditions arising from the 
strong rebound in growth thus far in the year suggest that the domestic economy can accommodate a further 
tightening of monetary policy settings. By taking urgent action, the Monetary Board aims to anchor inflation 
expectations further and temper mounting risks to the inflation outlook. In particular, policy action is intended to 
help manage spillovers from other countries that could potentially disanchor inflation expectations. 
 
At the same time, the Monetary Board continues to urge timely non-monetary government interventions to mitigate 
the impact of persistent supply-side pressures on commodity prices. 
 
The BSP reassures the public of its unwavering commitment and readiness to take further necessary actions to 
steer inflation towards a target-consistent path over the medium term in keeping with its price stability mandate. 
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Bangko Sentral ng Pilipinas June Monetary Policy Statement: 
 
At its meeting on monetary policy today, the Monetary Board decided to raise the interest rate on the BSP’s 
overnight reverse repurchase facility by 25 basis points to 2.5 percent, effective Friday, 24 June 2022. Accordingly, 
the interest rates on the overnight deposit and lending facilities were raised to 2.0 percent and 3.0 percent, 
respectively. 
 
In deciding to raise the policy interest rate anew, the Monetary Board noted that upside risks continue to dominate 
the inflation outlook up to 2023, with pressures emanating from the potential impact of higher global non-oil prices, 
the continued shortage in domestic fish supply, as well as pending petitions for transport fare hikes due to elevated 
oil prices. Meanwhile, the impact of a weaker-than-expected global recovery and the possible reimposition of local 
COVID-19 restrictions amid an uptick in infections continue to be the main downside risks to the outlook. 
 
The BSP’s latest baseline forecasts have shifted higher, with average inflation projected to breach the upper end of 
the 2-4 percent target range at 5.0 percent in 2022 and at 4.2 percent in 2023. However, average inflation is also 
seen to subsequently decline to 3.3 percent in 2024. At the same time, inflation expectations have continued to 
rise. While they remain within the target range for 2023-2024, elevated expectations highlight the risk of further 
second-round effects arising from sustained price pressures. 
 
Given these considerations, the Monetary Board believes that a follow-through increase in the policy rate enables 
the BSP to withdraw its stimulus measures while safeguarding macroeconomic stability amid rising global 
commodity prices and strong external headwinds to domestic economic growth. The Monetary Board also 
reiterates its support for the carefully coordinated efforts of other government agencies as part of a whole-of-
government approach in implementing non-monetary interventions to mitigate the impact of persistent supply-side 
factors on inflation. 
 
In line with the ongoing normalization of its monetary policy settings, the BSP is prepared to take all necessary 
policy action to bring inflation toward a target-consistent path over the medium term and deliver on its primary 
mandate of price stability. 
  



 

5 | P a g e  
Business Address – MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB 

 

Sell-side comments: 
 
ANZ (+50bp): The Bangko Sentral ng Pilipinas’ (BSP) remains committed to further tightening to steer inflation 
within the 2-4% target range. Domestic inflation climbed to a multi-year high of 6.4% y/yin July, despite some 
easing in global oil prices. Meanwhile, the trade deficit of USD5.8bn in July is also a record high, while the overall 
balance of payments recorded a deficit of USD3.6bn in Q2 after four consecutive quarters of surpluses. Against 
such a backdrop, uncertainties surrounding the US monetary policy direction and global growth could exacerbate 
peso weakness and increase the risks of further inflation. Considering all the above factors, we expect the BSP to 
deliver a 50bp hike this week, bringing the policy rate to 3.75%. 
 
Barclays (+50bp): We expect the Bangko Sentral ng Pilipinas (BSP) to raise the policy rate by 50bp at its meeting 
this week. Governor Medalla has stated that a 25 or a 50bp hike is likely in August, and we think higher-than-
expected inflation suggests that the BSP will take the faster approach. This would also be consistent with the BSP’s 
commitment to do more to get inflation in line with its target range, as it showed with the large frontloaded hike in 
July. Though Q2 GDP came in lower than expected, it showed that economic momentum was still strong. That 
should give the BSP further confidence that the economy can sustain a tighter monetary-policy setting. Indeed, we 
think the drop in household consumption, as shown by Q2 GDP, will increase the BSP’s urgency to bring down 
inflation faster. After August, we expect only one more 25bp hike, likely in Q4, taking the policy rate to 4.0%. 
 
Goldman Sachs (+50bp): We expect BSP to deliver a 50bp rate hike to its policy rate, bringing it to 3.75% from 
3.25% currently (BBG consensus: 3.75%). This comes after the central bank unexpectedly did an inter-meeting 
move of 75bp in July. Since then headline inflation has continued to accelerate in July with core inflation (excluding 
food and energy) jumping to 3.1% yoy following price increases in some services-related sectors. Although real 
GDP growth in Q2 came in slower than market expectation, it was within the BSP expected range and the governor 
reiterated that he expects 2022 GDP to grow “comfortably” within the 6.5%-7.5% target range. The PHP has 
strengthened modestly against USD, ~1.7% point-to-point from its weakest level in July mainly due to moderating 
dollar strength, but remained weak. The PHP weakness offsets the impact from lower Brent crude oil price 
measured in USD and increases imported inflation. Given that inflationary pressure is likely to remain, with larger 
pressure on core inflation, the weak currency, and that growth recovery was in line with central bank expectation, 
we continue to expect the BSP to deliver a 50bp policy rate hike in its meeting next week. Going forward, we 
continue to expect BSP to deliver back-to-back 25bp hikes in September, November and December meetings, 
bringing the policy rate to 4.5% by the end of 2022. 
 
ING (+50bp): Bangko Sentral ng Pilipinas (BSP) is widely expected to tighten this week. BSP Governor Medalla 
pointed to a 50bp rate hike and we believe that's still likely despite the recent disappointing GDP 
report. BSP will probably retain its hawkish rhetoric as inflation stays above the central bank's 
target. We have the policy rate settling at 4.5% by year-end. 
 
J.P. Morgan (+50bp): Expect 50bps policy rate hike in August, with risk skewed towards more dovish move. The 
central bank at its last monetary policy meeting reiterated its commitment to bring inflation back towards a “target-
consistent path” over the medium term. Indeed, we expect FY22 headline CPI to average 5.3%y/y, sitting above 
BSP’s upper CPI target range and only return to the target range in late-2Q23. While non-monetary interventions 
remain key to mitigating supply-side price pressures, the central bank will likely remain on the policy normalization 
path to anchor inflation expectations. Nonetheless, accelerating global growth headwinds and the recent 
moderation in commodity prices may temper the need for aggressive tightening. While our baseline still calls for a 
50bps hike in the next MB meeting, the risk is for a smaller 25bps move. 
 
Pantheon (unch.): We are sticking to our view that the Board will pause this month, leaving the overnight reverse 
repo rate unchanged, at 3.25%. Last week’s Q2 GDP report disappointed, as we cautioned, showing the first q/q 
contraction since the initial Covid hit. We reckon this will be enough to spook enough of the members to push for a 
hold. Furthermore, fuel disinflation is around the corner, with pump prices now rolling over, in line with the ongoing 
slide in global oil prices. 
 
Scotiabank (+50bp/75bp): Bangko Sentral ng Pilipinas is expected to hike by another 50–75bps after starting a 
hiking cycle with 25bps hikes in May and June. Since then, inflation accelerated to 6.4% y/y. While the central bank 
may have been leaning toward another 25–50bps at this coming meeting, its guidance had lowballed the 75bps 
hike they delivered in July. 
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UBS (+50bp): Further monetary policy normalisation by the BSP during this week’s meeting is highly likely, with 
the rate hike choices narrowed to 25bps or 50bps, as signalled earlier by BSP Governor Medalla. A high priority on 
inflation over growth tilts the balance towards frontloaded interest rate increase of 50bps. Yet-to-peak and still rising 
headline inflation, which registered at a four-year high of 6.4% YoY in July (well above the central bank’s 2-4% 
target range), is likely to keep policymakers resolute in their fight to tame increasing price pressures and ensure 
inflation expectations are not unanchored. BSP Governor Medalla said that July’s inflation print raises the 
probability of a 50bps hike rather than 25bps in the upcoming August meeting. While 2Q22 real GDP growth 
softened to 7.4% YoY from 8.2% in 1Q, it was higher than the prepandemic trend of ~6.2%, implying that the 
economy is still in a decent position to handle further monetary tightening. 2Q22’s growth print was also within the 
BSP’s expected range. 


