
When the dust settles             November 13, 2013 

Painful But Limited Economic Impact. Even 

before the arrival of Super Typhoon Haiyan 

(locally known as Typhoon Yolanda), much 

panic had ensued over its intensity and the 

potential damage it would cause. But nobody 

anticipated the extent of devastation it would 

cause after the typhoon finally left the country’s 

area of responsibility early last Saturday. Over 

2,500 lives were estimated lost mostly in the 

Central Visayas Region, while over 600,000 

(Agence France – Presse) were left homeless 

and 71K ha of agricultural areas were severely 

affected. However, despite the notoriety of this 

super storm, the government estimates that 

year-end 2013 economic growth rate (GDP 

growth) will still remain close to +7% year on 

year. We can expect limited economic impact 

from the storm, although Finance Secretary 

Purisima indicated that the overall 2014 GDP 

growth rate could be reduced by 1% as  a result 

of the calamity. BPI Asset Management and 

Trust Group (BPI AMTG) has estimated 2014 

GDP to expand by +6.5%-7.0% year on year, 

slightly above consensus estimates. The areas 

most affected, the Eastern Visayas Region 

(Tacloban was the epicenter) accounted for 

2.0% of total GDP for calendar year 2012. With 

the budget deficit at 2.3% of GDP, the 

government has the flexibility financially to cope 

with the aftermath of the typhoon. President 

Aquino has earmarked Php23bn (Table 1) for 

repairs to be deployed immediately for relief 

efforts (mostly to build temporary shelters, food 

and medicines).   

 

Yolanda’s Inflation Impact Will Be 

Manageable. The inflation impact of the super 

typhoon will be tolerable considering the region 

most affected by the Super Typhoon only 

accounted for 3.5% of total sugarcane crop 

production. The loss of rice production was 

estimated at Php124 million or 0.01% of total 

annual production. Moreover, there have been 

reports that the typhoon made landfall after the 

harvest season, particularly for rice and 

vegetables. Thus, output should not be 

significantly affected. The government has  BP
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Table 1: Gov Funding Source

Amount 

PHP (bn)

Savings of different local agencies 16

President's social fund 6

Calamity fund 1

23

Source: Bloomberg, HSBC 
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2012 PHILIPPINE REGIONAL GDP 

REGIONS  Php GDP 
% of 

GDP 

PHILIPPINES 
      

10,564,886,498  
  

    

NCR METRO MANILA 
        

3,830,834,296  
36.26% 

III CENTRAL LUZON 
           

958,792,075  
9.08% 

IVA CALABARZON 
        

1,770,603,157  
16.76% 

VI WESTERN VISAYAS 
           

421,697,041  
3.99% 

VII CENTRAL VISAYAS 
           

666,214,225  
6.31% 

VIII EASTERN VISAYAS 
           

228,211,743  
2.16% 

Source: National Statistical Coordination Board   



Market Focus 
estimated that approximately 6,000 hectares 

of sugar area were flattened (HSBC) by the 

storm. This should not be a concern given that 

the government can easily import incremental 

stocks should shortages occur given that 

world sugar prices were already lower than 

local prices (chart 1). This gives the 

reassurance that the storm’s effect on food 

prices and inflation will likely be limited. 

Nevertheless, negative supply shocks brought 

about by the storm could cause inflation to 

spike, at least in the short term. Inflation 

accelerated to 2.9% in October from 2.7% in 

September due to higher food prices. Although 

the storm will push prices higher we still 

believe it will be at the lower end of the BSP’s 

inflation band of  3%-5% for 2013; therefore it 

will not merit an adjustment in monetary 

policy.  

 

Rebuilding Efforts Should Provide GDP 

Boost In 2014. Remittance inflows for 

4Q2013 should even be stronger on the back 

of the expected aid from overseas foreign 

workers and various agencies wanting to 

contribute to the relief efforts, on top of the 

annual increase in volumes expected every 

Christmas season. Similarly, seasonally driven 

increase in consumer spending every 4Q 

should also help cushion the negative 

economic impact of the storm. Once the clean 

up has been completed, the rebuilding 

process will begin and will force the 

government to increase its fiscal spend 

(already regionally low at only at 3.0% of GDP 

2012). Tourism in the Visayas will resume 

fairly quickly since most of the tourism in the 

region were spared, mainly the island of Cebu. 

However, the actual rebuilding process of 

Leyte (specially Tacloban) and other affected 

areas will take years, leading to a healthy 

rebound in economic activity. Based on the 

rebuild experience of New Orleans after the 

Hurricane Katrina disaster, the construction 

sector should provide numerous employment 

opportunities. As a result average wages in 

the region should rise as employment 

opportunities increase and diversify from what 
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was pre-dominantly agriculture/fisheries and 

consumer services (prior to the storm) to now 

include construction/engineering. In New 

Orleans, there was a 28% rise in average wages 

after the calamity. Whilst we do not expect the 

same magnitude in wage increases locally, we 

do believe there will be a commensurate 

increase in wages attributable to the rebuild 

process.  

 

EDC Badly Affected. Against this backdrop we 

have made initial assessments on the impact of 

the storm on corporations with substantial 

interests in the affected region. So far, at the 

time of writing Energy Development 

Corporation (EDC.PS) has been the only 

company reporting substantial disruption to 

operations. Both the Unified Leyte and 

Tongonan power plants were badly affected due 

to their respective cooling towers being 

damaged by the storm. Rehabilitation of the 

power plants is expected to extend well into 

December 2013 and possibly into 1Q14. Both 

Unified Leyte and Tongonan accounted for 

50.0% of revenues in 2012. Based on the initial 

assessment of the operational delays, the 

damage could reduce revenues by P3.0-3.5bn  

(50% of projected revenues) for 4Q2013. This 

requires closer scrutiny given that core income 

for 3Q13 already fell 35% year on year due to 

lower earnings from FG Hydro.  

 

Bottom Line: While Yolanda’s social and 

emotional impact will be seen and felt in the 

coming weeks, the same cannot be said for its 

economic impact. Given the limited contribution 

that the most affected areas have to the national 

GDP, we deem that a significant downward 

impact on the country’s 4Q13 economic output is 

unlikely. In the long run, the affected regions 

should benefit as wages and economic activity 

rise during the rebuild process. 
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Disclaimers: 

 

The views expressed in this report reflect the analyst’s personal views and not necessarily the 

Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's 

compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views expressed by the research analyst in this report. 

  

The information contained herein is published by the Bank of the Philippine Islands Asset Management 

and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 

reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its 

accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from 

publicly available sources or derived from proprietary data. Expressed opinions may be subject to 

change without prior notice. Any recommendation contained herein does not pertain to any specific 

investment objectives, financial situation and the particular needs of any addressee. The information 

herein is published for the information of addressees only and is not to be taken in substitution for the 

exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, 

or any of its related companies or any individuals connected with the group accepts no liability for any 

direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind 

arising from any use of the information herein (including any error, omission or misstatement herein, 

negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has 

been advised of the possibility thereof. The information herein is not to be construed as a solicitation to 

buy or sell any securities, futures, options or other financial instruments or to provide any investment 

advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have 

positions or other interests in, and may affect transactions in securities mentioned herein and may also 

perform or seek to perform brokering, investment banking and other banking or financial services for 

these companies. The information herein is not intended for distribution to, or use by, any person or 

entity in any jurisdiction or country where such distribution or use would be contrary to law or 

regulation. 

 

All funds managed by BPI AMTG and affiliates are Trust and/or Investment Management Funds, which 

do not carry any guarantee of income or principal, and are NOT covered by the Philippine Deposit 

Insurance Corporation. Past performance is not a guarantee of future results. BPI Investment Funds 

are valued daily using the marked-to-market method. 
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