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Philippines central bank maintains policy
rate amid slowing growth
The Bangko Sentral ng Pilipinas retained its policy stance today, with
the bar for additional rate hikes now relatively high following
a disappointing second quarter GDP report

Bangko Sentral ng
Pilipinas (the central
bank of the Philippines)

6.25% "Target RRP"
new title for the BSP's policy rate

As expected

BSP retains policy rate at 6.25%
No fireworks were seen from the Bangko Sentral ng Pilipinas (BSP) today with the central bank
simply maintaining its current policy stance. The BSP opted for another “hawkish hold” by keeping
policy rates at 6.25% while maintaining readiness to hike should data conditions warrant further
tightening.  
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The BSP adjusted its inflation forecasts for 2023 and 2024 given the recent uptick in both food and
energy prices. With 2023 winding down, the focus should shift to how the inflation path is evolving
for 2024 and 2025. The BSP now projects inflation to settle at 5.8% for 2023 (from 5.6% previously)
and 3.5% for 2024 (from 3.3% previously). 

BSP Governor Eli Remolona also indicated that barring any additional supply shocks, inflation
should settle back within target by the fourth quarter. 

BSP hopes inflation surge is short-lived

Source: Bangko Sentral ng Pilipinas and PSA

BSP on hold for as long as the Fed stands pat
The BSP extended its pause for the fourth consecutive meeting, with Governor Remolona
navigating the challenging financial and economic landscape. We believe Remolona faced a rather
high bar for justifying additional rate hikes at this point after the disappointing second-quarter GDP
report. However, the recent spike in food and energy prices – which forced up headline inflation to
5.3% year-on-year last August – likely prompted Remolona to opt for a pause at this juncture to
balance out the need to keep policy restrictive while not hurting already fragile growth further. 

Governor Remolona will likely walk this tightrope for the rest of the year, balancing flagging growth
momentum amidst higher supply-side induced inflation. The only exception to this scenario would
be a rate hike by the Federal Reserve, which could prod the BSP to follow with a rate hike to
maintain the modest 75bps interest rate differential with the Fed.  

What’s in a name? BSP policy rate now called the Target RRP
The BSP has also begun to refer to its policy rate as the “target RRP”, the rate set by the Monetary
Board. The market-determined rate that is the result of BSP’s monetary operations would now be
referred to as the Overnight RRP. 

https://www.bsp.gov.ph/SitePages/MediaAndResearch/MediaDisp.aspx?ItemId=6836
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(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
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does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

mailto:nicholas.antonio.mapa@asia.ing.com
http://www.ing.com

