
 

 

September 6, 2012 

 Inflation rate rose 3.8 percent in August 

The year-on-year inflation rate of the Philippines accelerated to 3.8% in August (Market Estimate: 3.5%), 

the highest level in 7 months, mainly due to a sharp increase in the food and non-alcoholic beverages 

sub-index (50% of CPI). On a monthly basis, consumer prices rose 0.8%, after the same sub-index 

climbed 1.0% due to weather-induced supply disruptions. Note that the month-on-month figure was the 

highest since February 2011.  

For the remaining months of the year, we expect inflation to taper off on a month-on-month basis, as we 

see the August increase as temporary, caused by one-off weather-related disruption in food supply. On a 

year-on-year basis for the month of September, we see inflation tapering off mildly to the 3.6%-3.7% level. 

While for the month of October until year-end, barring any repeat of the Habagat destruction, we expect 

inflation to breach the 4% level due to base effects. These bring average inflation to 3.5% (with 8M2012 

average of 3.1%), within the government's 3.0%-5.0% target, suggesting minimal risk, and shall allow the 

BSP to keep the same accommodative monetary policy stance for the rest of the year. On the other hand, 

we are not entirely discounting another easing cycle should the growth trajectory be significantly 

threatened by; one, external headwinds particularly coming from the Euro-zone or; two, the peso 

breaching the 40 level again (Special Alert: Philippine Second Quarter GDP of 5.9% Beats Expectations - 

August 30, 2012). Otherwise, we believe that the July rate cut will be the last for the year.  The decline in 

bond prices after the report’s release is simply a knee-jerk reaction. We doubt that the effect will be 

prolonged as we see inflation well under control for the rest of the year.  

However, we believe that the August inflation report will have a short-term negative repercussion for 

consumer, property, and banking stocks as the report undermines prospects for another rate cut. 

Furthermore, we deem that the figure will have a more pronounced effect on consumer shares as 

increased costs of commodity inputs squeeze their margins. We reiterate that the short term weakness 

will be temporary as the country’s sound macroeconomic fundamentals as well as other catalysts (i.e. 

Public-Private Partnership projects and election-related spending), continue to remain in play. 

 

Disclaimer: 
 
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 i ts 
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. 

 

CONTRIBUTORS: 

Theodore M. Velez 
Investment Analyst 
tmvelez@bpi.com.ph 
 
 
Luis Antonio P. Zialcita 
Fund Manager 
lapzialcita@bpi.com.ph 

 
 
Jose Erwin B. Balita 
Equities Research Head 
jebbalita@bpi.com.ph 

 


