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Lower June CPI Supports BSP’s Increasing Easing Bias

« Headline CPI eased to 3.7% YoY in June versus 3.9% in May (Consensus and Lav:imya Venkateswara-n
OCBC: 3.9%). Core inflation held steady at 3.1% YoY in June. sg;'g;g‘?:g;: Economist
e With 2024 year-to-date headline CPl averaging 3.5% YoY, we see downside risks N
lavanyavenkateswaran@ ocbc.com
to our full year forecast of 3.9% YoY (2023: 6.0%).
« The data is turning more favourable for Bangko Sentral ng Pilipinas (BSP)to ease  jgnathan Ng
in 3Q24. This suggests our baseline forecast, for BSP to cut its policy ratebya  ASEAN Economist

cumulative 50bp starting in 4Q24, could be brought forward. +65 6530 1778
JonathanNg4@ ocbc.com

Headline CPl easedt03.7% YoY in June versus 3.9% in May (Consensus and OCBC:
3.9%). The drivers were quite mixed. Food inflation rose by 6.1% YoY versus 5.8%
in May but was more than offset by an easing in transportation (3.1% versus 3.5%)
and utilities (0.1% versus 0.9%) components. Meanwhile, core inflation held
steady at 3.1% YoY in June.

The volatility in food price inflation remains a source of uncertainty for the
disinflation trajectory. Specifically for June, key vegetables and meat prices? rose.
Although rice inflation eased slightly, it remained elevated at 22.5% YoY in June
versus 23.0% in May. We expect the disinflationary trendin rice prices to continue
following the government’s decision to extend lower tariffs for key agricultural
and energy products until 2028 to improve food and energy security?.

With 2024 year-to-date headline CPI averaging 3.5% YoY, we see downside risks
to our full year forecast of 3.9% YoY (2023: 6.0%). Indeed, following June’s CPI
print, BSP noted that the “balance of (the) CPI outlook (has) shifted to (the)
downside”. BSP lowered its 2024 risk-adjusted CPI forecasts sharply to 3.1% YoY
(previous: 3.8%), with BSP Governor Eli Remolona signalling that a rate cut in
August 2024 is “somewhat more likely”.

Looking ahead, the BSP will have July’s headline CPl and 2Q24 GDP growth prints
(OCBCforecast: 6.2% YoY versus 5.7% in 1Q24) to better assessthe growth-inflation
dynamics. The data is turning more favourable for Bangko Sentral ng Pilipinas (BSP)
to easein3Q24. Evenso, the next set of incoming data will determine the timing of
the cut relative to our baseline forecast of a cumulative 50bp in 4Q24 remains on
track. We expect a cumulative 100bp in rate cuts in 2025.

! The acceleration of food inflation was mainly driven by higher food prices in ‘vegetables, tubers, plantains, cooking bananas and pulses’, and ‘meat and other
parts of slaughtered land animals’.

Philippine Statistics Authority. (2024, July 5). Summary Inflation Report Consumer Price Index (2018=100): June 2024 [Press r elease]. Retrieved from Philippine
Statistics Authority.

2 NEDA Board approves Comprehensive Tariff Program calibrating current tariff rates until 2028 to lower prices of goods. (2024, June 5). Retrieved from
Philippine Information Agency.
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Drivers of inflation, %YoY Jun-23 Jul-23 Oct-23 Now-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24  May-24 Jun-24
Headline CPI inflation 5.4 4.7 5.3 6.1 4.9 4.1 3.9 2.8 3.4 3.7 3.8 3.9 3.7
Food & Non-Alcoholic Beverages 6.7 6.3 8.1 9.7 7.0 5.7 5.4 3.5] 4.6 5.6 6.0 5.8 6.1
Alcoholic Beverages & Tobacco 11.6 10.9 10.1 9.8 9.3 9.0 9.0 8.4 8.6 6.7 4.9 4.2 3.8
Clothing & Footwear 5.1 4.8 4.8 4.7 4.8] 4.3 4.2 3.8 3.6 3.6 3.6 3.4 3.2
Housing, Water, Electricity, Gas & Other Fuels 5.6 4.5 25 2.4 2.6 2.5 1.5 0.7 0.9 0.5 0.4 0.9 0.1
Furnishings, HH Equip & Routine HH Maintenance 6.0] 5.8 5.6 5.4 5.3 4.7 4.5 3.9 3.3 3.2 3.1 3.1 2.8
Health 3.9 3.9 3.9 4.1 4.0 3.8 3.7 3.3 3.0 3.2 3.0 2.9 2.9
Transport -3.1 -4.7 0.2 1.2 1.0] -0.8 0.4 -0.3 1.2 2.1 2.6 3.5 3.1
Information & Communication 0.7 0.7 0.7 0.6 0.8] 0.6 0.5 0.5] 0.4] 0.4 0.5] 0.5 0.5]
Recreation, Sport & Culture 4.8 4.7 4.9 5.1 5.0] 4.9 4.2 4.0 3.8 3.9 3.8 3.5 3.5
Education Senices 3.6 3.7 2.9 3.8 3.8 3.5 3.5 3.8 3.8 3.8 3.8 3.8 3.8
Restaurants & Accommodation Senices 8.2 7.9 7.1 7.1 6.3 5.6 5.6 5.5 5.3 5.6 5.4 5.3 5.1
Financial Senices 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6
Personal Care & Misc Goods & Senices 5.8 5.6 5.5 5.4 5.3 4.8 4.6 4.0 3.8 3.6, 3.5 3.4 3.2
Core CPI 7.4 6.7 6.1 5.9 5.3 4.7 4.4 3.8 3.6 3.4 3.2 3.1 3.1

Source: Philippine Statistics Authority, CEIC, OCBC
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in partto any other person
without our prior written consent. This publication should not be construed as an offer or solicitation for the subscription, purchase or sale of the
securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not
necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled from sources
believed to be reliable and we have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading atthe time
of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first independently
verifying its contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any opinion or estimate
contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability
whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion
or estimate. This publication may cover a wide range of topics ad is not intended to be a comprehensive study or to provide any recommendation or advice on
personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations.
Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial
situation or particular needs before you make a commitment to purchase the investment product. OCBC Bank, its related companies, their respective directors
and/or employees (collectively “Related Persons”) may or might have in the future interests in the investment products or the issuers mentioned herein. Such
interests include effecting transactions in such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC
Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products. This reportis intended for your sole use and
information. By accepting this report, you agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any
part of this report or any information contained herein (such report, partthereof and information, “Relevant Materials”)to any person or entity (including, without
limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule,
regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclos e any Relevant Materials to any Relevant
Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation
(600/2014) (“MiFIR”) (together referredtoas “MiFID I1”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be liable
or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MIFIDII, as
implemented in any jurisdiction).

Co.Reg.no.: 193200032W

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 3



