
With the  latest number of 6.4% in August, the Philippines  has 
the highest inflation rate among the ASEAN6, inclusive of Viet-
nam.  Inflation for the month was mainly driven by accelerat-
ing food prices (+8.5% y/y from +7.1% in July), especially rice, 
fish, meat and vegetables which collectively comprised a quar-
ter of total CPI basket, coupled with elevated transport (+7.8% 
from +7.9%) due to higher fuel prices.  As inflation remained 
unabated, economic managers came up with a joint statement 
outlining the reforms to be instituted to curb rising consumer 
prices (see Table 3).  Also, DBM secretary Diokno said that the 
inter-agency Development Budget Coordination Committee 
(DBCC) is considering to revise its economic assumptions in 
view of the higher-than-expected inflation print in August.

Higher-than-expected inflation complicates the  tax reform 
passage (TRAIN 2/TRABAHO BILL) in Congress. The ongoing 
inflation pain reduces the political viability of another pain-
causing, anti-investment, fiscal incentives-reducing bill that 
may aggravate unemployment in manufacturing and BPO sec-
tors, now on second reading in the House of Representatives. 
Already, the Senate is cold to TRAIN2/TRABAHO bill and is in-
stead prioritizing rice tariffication as a counter measure against 
rising inflation. Rice and food inflation is usually a more sensi-
tive political issue ahead of elections and next month is the  
filing of candidacy for the 2019 general election (Congressional 
and  local government).

With TRAIN 2 much more slow-moving,  it is likely that market 
sentiment,  odds of  credit rating upgrade and GDP growth pros-
pects will further weaken. Stock prices will struggle, stay south 
and likely trapped within 7,500-7,800. 

Buy on dips. It’s still a trading market as inflation may subside 
next year  given the high base this year and subside even as 
early as next month given the high base in the fourth quarter of 
2017 in the range of 3%-3.5%. This is an inflation-driven market.
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Figure 1. Inflation Year-on-Year (%)
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Table 1. YoY Inflation Rates by Commodity (%)

Figure 2. Inflation Month-on-Month (%)
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Sources: Bloomberg, DBM website

Table 2. MoM Inflation Rates by Commodity (%)

Table 3.  Economic Managers’ Anti-Inflation Plan

• DA to issue certificates of necessity to allow fish imports to be distributed in wet markets in Metro 
Manila and other parts of the country

• Rice in NFA warehouses to be immediately released to the market (i.e. 4.6M sacks) and to allow more 
rice importation (i.e. 2M sacks to be delivered in September, 5M sacks in the next 1 ½ months and 5M 
sacks early next year)

• Recommend to the President the issuance of a directive to further simplify and streamline the 
licensing procedures for rice imports of the NFA and to urge the Senate to immediately pass the Rice 
Tarrfication within the month

• DTI, NFA, PNP, NBI and farmers group to form a monitoring team for surveillance of rice from ports to 
NFA warehouses and retail outlets

• DA and DTI to set up public markets where chicken producers can sell directly to end customers; DA 
to provide cold storage facilities

• Sugar Regulatory Administration to open sugar importation to direct users 
• Vegetable prices are expected to ease after the typhoon season
• BoC to prioritize the release of essential food items in the ports


