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Figure 1:   Philippine government bond rates drift higher 

Figure 2.  OFW Remittances mn USD & YoY Growth

Premature?  Domestic interest rates have risen ahead 
of  next year’s heavier government borrowing of Php3 
trillion.  Lately, there’s strong  focus on  the BSP’s  bond 
launch  today,  Php20bn initially and alongside the 
28-day Term Deposit Facility. Will it fetch  the latter’s 
attributable 1.75%-1.85% rate or  the lower 91-day T-bill 
rate currently at 1.1%?  See Fig. 1. 

Weak Consumer Sector.  Unfortunately, interest rate 
upticks  come  at this time of still weak Philippine  con-

sumer sector  based on  several indicators:  mobility index, consumer 
sentiment (reflected in a lowest reading since 2009 based on Social 
Weather Station survey),   widespread  joblessness (See Fig. 4’s dou-
ble-digit unemployment rate of 10% vs 5.4% last year) and  the still 
raging virus  infection (increase in new daily Covid-19 cases to 3,903 
in the past seven days compared to 2,593 in the first week of Sep-
tember).  A recent CEO survey of the Management Association of the 
Philippines (MAP)  showed that 80%   expect a slow  recovery in 1-3 
years. The Asian Development Bank lowered its 2020 growth forecast 
for the Philippines to -7.3% from -3.8% last Tuesday. 

FDI, OFW, Dollar Peso Rate and Inflation Are Positives. Helping the 
unemployment picture is the Foreign Direct Investments (FDI) trend, 
up  7.1% in June to $481m and  easing  the first semester’s drop   to 
18.3% in January to June (to US$3.0 bn from US$3.7bn) from a cumu-
lative decline of 21.9 % in January to May 2020.  Though an improve-
ment,  it remains a  weak link. Also positive are the resilient  OFW 
remittances  (the backbone of the country’s emerging middle class) 
and still benign inflation,  the latter helped by another Php1.00/
liter  cut in domestic oil pump prices. Remittances climbed 7.8% y/y 
in July, beating economists’ estimate for drop of 5.4%;  for a  seven-
month total of $18.658 bn, 2.4% less  than the US$19.119 bn  a year 
ago. See Fig. 2. 

OFW remittances have boosted the  Philippines’ foreign reserves 
worth  $99b in August,  (although the bigger factor was government’s 
own and corporate  foreign borrowings. Gov’t had borrowed $5.4bn 
from abroad as of last July while corporates reached $7.2bn). Foreign 
reserves were  up  $350m as of end-August or  4.8x the   country’s 
short-term debt and had  the peso touching  48.35 on September 16, 
the lowest since November 2016, gaining  4.5% this year on the USD.   

Wanted: Interest Rates, Lower for Longer. The weakness of the 
economy  would necessitate lower rates for longer. But  the odds of 
a  triple R cut by yearend and the BSP’s bond buying volume hike of  
Php282bn  have been overshadowed of late by the BSP’s bond launch 
- a signal of readiness  to damp inflation rooted in excess liquidity 
and demand revival amid the economic reopening. 

BSP’s  Bond buying. How much will the BSP’s higher cap for bond 
buying (in support of government’s funding requirement to 30% of 
the average preceeding  three years’ revenues from 20%) help ease 
interest rates?  It’s a miniscule   Php282bn in additional liquidity to a 
total of  Php 846bn  ($17.4 billion) in overall  lending capacity. Versus  
the system’s money supply M2, this higher lending capacity is  just 6% 
from previously 4%. Not many are convinced it will be  big enough to 
swing rates back to  lower levels.  
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