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BSP's policy interventions amid the pandemic

RRR reduction of 200 bps for UKBs and 100bps Cumulative 200 bps policy rate cuts
for TBs and RCBs * reduced the RRP from 4.0% to 2.0%
Reserve Requirement Against Deposit and DEIE
Deposit Supstitute Liabilities (of MB Rate Cut (RRP)
Financial Institution Before After Meeting)
03-Apr-20| 31-Jul-20 | 03-Apr-20 | 31-Jul-20 06-Feb-20 25b0s
Universal/
Commercial Banks
(UKBS) 14 ] 12 ] 19-Mar-20 50DpPs
Thrift Banks (TBs) - 4 - 4
Rural/ Cooperative 16-Apr20 50Dbps
Banks (RCRs) - 4 - 3
Non-Bank Financial 25-Jun-20 50bps
INstitutions with
Quasi-Banking 19-Nov-20 25bps
Functions (NBOBS) 14 - 12 -

*Effective Reserve Week:
03 April 2020 for UKBs and NBQBs

- - - 31 July 2020 for TBs and RCBs 2



BSP's policy interventions amid the pandemic

Policy rate and RRR cuts equiva\eﬂt O

and other extraordinary

iquidity measures 1,89 GDP
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BSP's policy interventions amid the pandemic

Complement government programs through extraordinary liguidity measures

PHP540 BILLION SHORT-
TERM PROVSIONAL
ADVANCES TO THE

NATIONAL GOVERNMEN

PURCHASE OF
COVERNMENT
SECURITIES IN THE
SECONDARY
MARKET

PHP20 BILLION
REMITTED
DIVIDENDS




BSP's regulatory relief measures

Support for Continued Promote Continued

Extend Financial Relief

to Borrowers

Excluded loans from
past due

Staggered pooking of
allowance for credit
losses

Provided grace period
on settlement or
restructure loans

Issued temporary cap
on interest rates of
credit card receivables

INncentivize Lending

Reduced credit risk
weights on MSME loans

Assigned 0% risk weight to
guaranteed loans

Allowed loans to MSMEs as
alternative RR compliance

Reduced minimum
liquidity ratio

Temporarily increased SBL

Allowed use of capital and
liquidity buffers

Non-sanction of foreign
banks SBL breach

Financial Services
Delivery

Waived notarization
requirement for bank
certifications

Relief measures on
mMark-to-market of
Investments

Relaxed penalties on
reserve requirerment
deficiencies

Extended the transition
oeriod of interest rate
risk implementation in
the panking book

Access to Financial
services

Relaxed KYC
requirements

Suspended fees and
charges for online
banking

Temporarily waived
fees i.e, application for
Electronic Payments
and Financial Services
(EPFES). PhilPaSs fund
transfer transactions




Appropriate timing for unwinding

Liquidity and Financial
credit sector risks

conditions

Recovery of
real sector
activity

State of public
sector health

|
Timing of BSP’s exit
strategy is crucial

Global
developments
and spillovers

Inflation
outlook
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BSP's policy interventions Nas led to declining
INterest rates

Weighted average interest rates (WAIR) on loans of Universal and Commercial Banks

Overall mean and medaian in (%)

. )

8

/

o 5
5 5_
4 50
3

2

1 AUg-2]

O

Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21

e O\crgll Mean eQOyvergll Median

Source: Bangko Sentral ng FPilioinas
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Cetting pack on track

GCDP growth of select peer economies

-------------------------- Real GDP growth (%)

6.2
Vietnam Philippines Indonesia Malaysia Thailand
(Ba3/BB/BB) (Baa2/BBB+/BBB) (Baaz2/BBB/BBB) (A3/A-/BBB+) (Baal/BBB+/BBB+)
B3 2021 mOQ1-03 2021

Rating: Moody's/S&R/Fitch as of 20 November 202]
Source: Philippine Statistics Authority (PSA) National Accounts (note: rebased Philiopines  GDOP at 2018 prices) NEDA and various government websites
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Headline inflation reflects transitory supply side
Oressures

INflation Contribution by Major Component

Headline CFI (yoy. %) 2012=100 | atest.
60 BSP's inflation forecast 45 (Jan-Oct 2021)
T 2021:4.3%
5o 2022:33% 46
2023 32%

40O As ol l8 Novernber 2027

B Food and non-alcoholic beverages  Alcoholic beverages and tobacco = Non-food Headline Inflation

Sources: PSA and BSP staff calculations
Note: Contribution is computed by multiolying weights by year-on-year inflation rate of components.




Nflation expectations remain ancnhored to the target

Inflation Projections (in %) UPSIDE RISKS:

Agencies 2021 2022 2023% * Impact of weather disturbances on

key food items
BSP Forecast /7 22 25 « Petitions for transport fare hikes
(Nov 2021) ‘ ‘ ‘ * Prolonged recovery of domestic pork

| orices
BSP Private Sector « Uptick in global oil prices and non-oil
Economists Survey 44 55 52 commodities due to strong demand
(Nov 2021 amid supply chain pottlenecks .
IMF 44 20 30 DOWNSIDE RISKS: .
(Oct 2021) ' | ’
ADR « Potential delays in the lifting of
4] 35 - domestic containment measures

Sep 2021) « New and more virulent COVID-19

variants could dampen global and
Sloormberg Survey 4.5 A1 5.0 domestic demand
(Sep 2021)
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Outstanding loans of Universal and Commercial Banks
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'mproving consurmer outlook

Consumer confidence improves in Q3 and for Q4 2021, but less optimistic for the next 12 months

o0
40
98 156
20 ()
o 2./
193
1
20 -30.9
-40
-60
-80
QI Q2 Q5 Q4 QF Q2 Q5 Q4 QI Q2 Q5 Q4 QF Q2 Q5 Q4 QI Q5 Q4 QI Q2 Q3
2016 2017 2018 2019 2020 2021
amm\oxt 12 Months  essNext Quarter Current Quarter

Source: Bangko Sentral ng Pilipinas
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mMproving business confidence

Business confidence turns pessimistic in Q3% 2021, but more optimistic for Q4 2021 and the next 12 months

o0 56.0
525
50
40
314 519
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Ard Quarter 4th Quarter Next 12 Months

B Q2 2021 survey W QO35 2021 survey

Source: Bangko Sentral ng Pilipinas
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Cross NPL Ratio and NPL Coverage Ratio,

140
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Philippine banks continue to be well-capitalized

Strong capitalization well-above international norms

20 Capital adequacy ratio of Universal and Commercial Banks (U/KBs), (%)

18 172

BSP regulatory

10 standard: 10%

3 International
standard: 8%




Adeqguate external liguidity puffers

Hefty level of reserves

International reserves (US$ bn) and months of import cover
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Source: Bangko Sentral ng Filipinas
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Constant enhancement of FX rules supports
conaucive pusiness operating environment

Further liberalization of foreign exchange regulations

Allow electronic submission of documents and use of
electronic/digital signatures

Support digital payments/electronic transactions

Further facilitate FX sale for trade and non-trade current
account transactions and support infrastructure development
orojects of the National Government

Liberalize FX rules involving peso deposit accounts of non-
residents

Other reforms involving foreign loans/borrowings, foreign
investments and FX derivatives transactions

17



Macroeconomic prospects continue to pe
favorable

Actual Assumptions/  Assumptions/
Projections Projections
2021 ASYA 2022
(Latest YTD)
Real GDP Growth (%) (9.0) “9 40-50 70-90
(Jan-Sep)
INnflation Rate (%) 2.0 e 20-40 20-40
' (Jan-Oct) ' ' ' '
Growth of goods export (%)™ (9.8) 12 14.0 6.0
' (Jan-June) ’ '
Growth of goods import (9)* (20.2) o0 20.0 10.0
' (Jan-June) ‘ '
OF Cash Remittances, Growth Rate (%) (0.8) 0 0.0 4.0
(Jan-Sep)
. . . 0.4
Net Foreign Direct Investments (US$ bn) 0.0 Jam-Aus) 70 75
Current Account Balance (9% of GDP)* 3] o/ 0.9 -0.3
(Jan-June)

Source: Real GDP growth projection was approved by the Development Budget Coordination Committee (DBCC) on 18 August 2021
Infiation rate targets were approved in the DBCC meeting on 19 July 2021
I “Frojections approved by Monetary Board on 16 Septermber 202] 18



Ratings affirmations: a seal of confidence in the
Philippine economy

The potential impact of COVID 19 and the government's policy responses are key considerations of credit rating

agencies
Japan Credit Affirmed at A-/Stable
Rating (JCR) >ep 2021 The Philippines’ Rating History
Rating and k
Investment Affirmed at BBB+/Stable -
INnformation Inc. Apr 2021
(R&I) -

Investment Grade ;
BEB- . . ; ; RELTECD

Standard and Affirmed at BBB+/Stable
Poor's (S&P) May 2021 3

Affirmed at BBB/revised B
Fitch outlook to Negative — Jul
2021 BE-

Affirmmed at Baa2/Stable

B 2011 012 013 2014 2015 2016 07 018 2019 NN Juy 201
Jul 2020 h

Moody's
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Accelerating digitalization in the financial sector

Digital Payments Transformation Roadmap

Digital Payment

Digital Infrastructure Digital Governance
Streams

Payments - Philippine Payment System

merchants, |[dentification Oversignt
suppliers, utilities, system, Credit Risk Framework

savings and Database Cypersecurity

investments oolicies, Open
Banking

Objectives by 2023

50% of financial

transactions done
digitally

70% of Filipino
adults to have
financial
accounts

20



Digital banks to support delivery of financial
oroducts and services

[ | [joverseasFilipinoBank

PR { @ LANDBANK
A Savings Bank of &%
Aw Savings of &
U o
&

Electronic Money
Accounts

ACYAS
1538.8mn
e-money
accounts

2019
05.0mn
e-money

accounts 1708mn
oZ2/mn

e-transactions

e-transactions
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Digital banks to support delivery of financial
ODroducts and services

BSP Circular No. 105: Digital Bank Scope of

Authorities
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Exponential growth in digital payrments

insta Fay Transactions (Oct 2018-Oct 2021) PESONet ransactions (Oct 2018-Oct 2021)
Value in PHP billion, Volume in PHP thousands Value in PHP billion, Volume in PHP thousands
300 45000
41919 500 8000
40000
250 450 6.476,500
35000 400 I
Ol \ /o i 000
200 40.6% y-o-y growtn | 30000 4eq 21.0% (y-0-y) 2
volume in Oct 2021 25000 204 growth in volume 5000
150 50000 N Oct 2021
250 4000
100 15000
200 3000
10000 150
50 2000
5000 100
0 0 50 1000
Oct-18 Apr-19 Oct-19 Apr-20 Oct-  Apr-21 Oct-2]
e O @)

Oct-18 Apr-19 Oct-19 Apr-  Oct- Apr-21 Oct-21
20 20

m\/cye (LHS) ===\/olume (RHS)

mm\/clue (LHS) a\/0lume (RHS)

Source: Bangko Sentral ng Filioinas
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Cross border payment services to facilitate financial
welfare of OFs and trading and tourism businesses

Enhanced fintech cooperation agreement

REMITTANCE
USD 2.15 Billion

2020

onetary Authority of Singapore

instaFay PAYN@W

TOURISM

LINKAGE OF PH AND SG
REAL-TIME AND QR PAYMENT SYSTEMS

To facilitate instant, seamless, and low-cost
cross-border payments

900,000

TravelersYearly
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Nnvestment opportunities in digital transformation

FinTech service providers can tap into a wide client base, diversify
7—‘ % revenue sources and secure new growth opportunities

or 51.2mn Filipino adults
Nnave No bank accounts
Financial consumers will benefit on increased access, lower cost,

'ﬂ' l\_)etta oroducts, and improved experience
.

FinTech helps improve efficiency in banking operations, the

BQ 8% application of regulatory including risk management and
' compliance processes

cities and municipalities
with no banking Foreign investments to introduce advancec

oresence transfer of technical expertise, which
'"vf ole a\ F‘ an V': an d ("‘»p@tm up

Source BSPs 2019 Financial Inclusion Suney
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Key takeaways

First, the Philippines economic fundamentals remain sound

Second, targeted fiscal support remains central to the COVID-19 response.
Monetary policy will remain accommodative until domestic demand and overall

mMacroeconomic activity recover, as the Bangko Sentral keeps in mind its price and
financial stability objectives.

Third, the Bangko Sentral continues to support reforms aimed at raising the
country's competitiveness and transforming the financial landscape so that it is
future-ready through digitalization and adopting sustainability principles.




Monetary Policy and Central Banking
Toward a New Economy

BSP Covernor Benjamin E. Diokno, Ph.D.

Philippine Economic Briefing for the Joint Foreign Chambers
26 Novemper 2021




