
Philippine Stocks Fall to 14-Month Low Before 
Central Bank Meet. This was the media headline 
early last Monday. PSEi shed 115.43 points on 
close to 7414.11, narrowing early morning losses 
of up to 195 points on Php7.7bn traded value on 
Monday. The selldown swirled about the same 
concern (among others); will the BSP choose to 
stay on the curve or not (raise the key rate a 
second time). 

It’s looking like a higher stakes game this time as 
it’s not only about inflation, the strong dollar and 
the Fed but some gaps in the country’s external 
accounts turn way bigger than expected: the 
BOP deficit forecast of $1.0bn for 2018 revised 
upward by the BSP to $1.5bn and the current ac-
count deficit revised upward by 3.4x to $3.1bn 
from $700m forecast in late 2017. Year-to-date 
ending May BoP deficit came in at US$2.1bn.

If there’s one good number in the external ac-
counts, it’s the FDI looking still sturdy, growing 
of 42% to $2.2bn as of last March, already a fifth 
of the full year 2017 $10bn record. But even that 
is being shaken by talk about the fiscal incentives 
overhaul that some investors label as a turn off. 

FDIs should stay strong (hit the target of $9bn 
based on BSP estimate) if only to mitigate the 
outflows from the ff: current account deficit of 
$3.1bn for the entire year, $1.2bn hot money 
outflow (actual ytd), yearly government debt 
service on foreign credit of $2.7bn, and BSP for-
eign exchange operations ($890m reduction from 
the gross international reserves of the BSP (GIR) 
per latest $78.9bn GIR balance). 

There is an implied potential downside for more 
outflows of up to $2.5bn based on the BSP’s 
forecast of a $1.5bn BOP deficit by yearend. It 
is also the amount consistent with government’s 
likely foreign borrowing this year, $1bn in samu-
rai bonds and the rest from its global bonds.p
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Table 1: BoP breakdown (US$ bn)


