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Figure 1. Resilient GDP Growth

Figure 2. Current Account Surplus Improvement

Figure 3. Appreciating Baht

Because credit rating upgrades underline the sound fundamentals of 
a macroeconomy supporting its ability to pay, the impact of such a  
favorable even is more on the externally-related accounts. More spe-
cifically, investor confidence is boosted by the higher credit rating so 
foreign direct investments (FDIs) go up, which form part of  the cur-
rent account balance, which in turn, should also show incremental 
improvement. 

Equities markets improve/rally due to better sentiment and confidence 
in underlying domestic and (better) external growth drivers. Because 
of greater inflows of FDIs and portfolio investments in the stock market 
(fixed income), there’s added system liquidity that tend to help lower 
the cost of money and therefore the general level of interest rates in 
credit and capital markets. All these reinforce greater stability if not 
strength of the local currency versus the USD.

At the moment, it won’t work in the same way for Philippines, not 
immediately as there are so many headwinds and risk events.   PSEi 
slumps due to  MSCI rebalancing-related outflow (estimated at $100m 
to $400m). Two more quarterly rebalancing expected, upweighting 
China to 20% this year so expect more outflows. Peso  is under the 
pressure from such  outflows, projected higher trade deficit at $53b 
from $43b last year and expected interest rate cuts by BSP.   UA&P 
economist Dr.  Victor Abola expects 2% cut in triple R in Q2-2019 and 
50 bps cut in policy rates in H2-2019 and even sees the possibility of 
full unwinding of the 175 bps BSP policy rate hike in the next  6 to 9 
months.  FDIs remain to be seen.

Figure 4. Stable 10Y Interest Rates
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Figure 6. Rising Net FDIs

B. Mexico S&P Credit Rating: BBB+ (Since December 2013)

Figure 7. Stable 10Y Interest Rates in the Following Two Years

Figure 8. Rising Stock Market

Figure 9. Elevated Net FDIs

C. Malaysia S&P Credit Rating: A- (Since October 2003);                                                                              
                           Upgraded to BBB+ in August 2002

Figure 10. Sustained Above 5.3% Growth

*GDP from 1997-1999 used 1984 prices, the rest used 2000 prices
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Figure 5. Upswing in the Stock Market



Figure 12. Falling 10Y Interest Rates

Figure 13. Upswing in the Stock Market

Figure 14. Rising Net FDIs
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Figure 11. Rising Current Account Surplus


