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Bl Holds, BSP & BoT Cut 25bp: two in-line and one surprise

« Bangko Sentral ng Pilipinas (BSP) and Bank of Thailand (BoT) cut its policy rate by
25bp, bringing it to 6.00% and 2.25%, respectively. The move was expected from
BSP but was a surprise from BoT, which we had expected would cut in December.

e Bank Indonesia (Bl) kept its policy rate unchanged, as expected, citing IDR
stability concerns but kept the door for rate cuts in November or December.

e Our view remains for BoT’s rate cutting cycle to be shallow with another 25bp
cut in 1Q25. Bl and BSP will deliver another 25bp cut each in November or
December, followed by a cumulative 75bps each in 1H25.

An ASEAN central bank bonanza this afternoon ended with BSP and BoT cutting its
policy rate by 25bps while Bl kept its rate unchanged. BSP and Bl delivered in-line
decisions while BoT’s decision surprised consensus and our expectations, but only
in terms of bringing forward the rate cut. We had pencilled in the cut for the 18
December meeting.

Bank Indonesia: slow and calibrated

BI’s decision to hold the policy rate unchanged at 6.00% reflects the focus on IDR
stability, while keeping the door open for further calibrated rate cuts in the coming
months. Bl’s key forecasts on growth, inflation and current account for 2024 were
unchanged from the previous meeting on 18 September. Indeed, Bl noted that its
“focus in the short-term is IDR stability” while it will keep “an eye on room for policy
rate cuts”.

The shift in bias to becoming more growth supportive is clear and to that end, BI
has extended its macroprudential liquidity incentives to end-2025 (originally set to
expire end 2024). Rate cuts, however, will come in a deliberated manner based on
IDR movements. We expect another 25bp cut from Bl in either November or
December, followed by a cumulative 75bps cut in 2025.
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Bangko Sentral ng Pilipinas: inflation is the guiding light

BSP’s decision to lower its policy rate by 25bp was in line with consensus and our
expectations, taking the key policy rate to 6.25%. The decision was supported by
further evidence of disinflation. Indeed, BSP adjusted lower its 2024 ‘risk-adjusted’
headline CPI forecast to 3.1% from 3.3% but raised its 2025 forecast to 3.3% from
2.9%. Specifically, BSP noted that the September headline inflation print of 1.9%
YoY was due to base effects but even accounting for this, the print was low.

Looking ahead, we expect the BSP to deliver another 25bp cut at its 19 December
meeting followed by a cumulative 75bps in rate cuts in 1H25. This will take the
policy rate to 5.00%. During the press conference, BSP Governor Eli Remolona
noted that the nominal neutral rate is roughly at 5.00%.
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Bank of Thailand: A surprise 25bp cut

BoT cut its policy rate by 25bp, in a surprise move, with a 5-2 vote in favour of the
outcome. At the previous meeting on 21 August, the vote was 6-1 in favour of no
change to the policy rate. While it is compelling to believe that BoT acquiesced to
the government’s call for lower rates, rate cuts were on the cards for BoT justified
by growth-inflation-financial stability fundamentals, in our view. We had expected
BoT to assess the impact of phase-1 of the digital wallet program launched between
25-30 September before pulling the trigger on rate cuts on 18 December.

Notwithstanding, we remain off the view that BoT’s rate cutting will be shallow. We
expect another 25bp rate cut in 1Q25, taking the policy rate to 2.00%. BoT noted in
its policy statement that “the Committee deems that a neutral stance of policy rate
remains appropriate with the economic growth and inflation outlook”. More
importantly, the statement concluded with BoT noting that “the policy rate...should
not be at too low a level that would create build-ups of financial imbalances in the
long term.” The rate cut was targeted at alleviating the “debt-servicing burden for
borrowers” while growth and inflation were changed slightly relatively to the 21
August meeting.
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