
In �a tion may ex ceed the cen tral bank’s two to four per cent tar get for 2018 due to the
im ple men ta tion of the tax re form law, ac cord ing to a sur vey con ducted by the Bangko Sen -
tral ng Pilip inas (BSP).

Zeno Ron ald Abenoja, di rec tor at the BSP’s Depart ment of Eco nomic Re search, said the
cen tral bank’s Private Sec tor Econ o mists’ Sur vey for March showed there was a 56.3 per -
cent prob a bil ity that in �a tion would rise within the 4.1 to 5 per cent band.

On the other hand, Abenoja said econ o mists be lieve there was a 40.3 per cent chance that
av er age in �a tion for 2018 would set tle be tween the two and four per cent range.

“An a lysts noted that risks to in �a tion in 2018 re main tilted to the up side,” he said.
Abenoja said pos si ble up side risks to in �a tion in clude the im ple men ta tion of Repub lic

Act 10963 or the Tax Re form for Ac cel er a tion and In clu sion (TRAIN) Law, the con tin ued
rate hikes by the US Fed eral Re serve, and the planned re duc tion in the re serve re quire ment
ra tio by the BSP. Abenoja said econ o mists also cited pos si ble sec on dround e� ects of the
TRAIN Law such as higher wages and trans port fares, as well as the rise in the prices of
goods and ser vices due the tax re form law.

Other risks, he said, in clude higher and volatile global oil prices, rise in util ity rates, the
weak en ing of the peso against the dol lar, and higher

gov ern ment spend ing on in fra struc ture un der the Duterte ad min is tra tion’s Build Build
Build pro gram.

For 2019, Abenoja said the re spon dents as signed a 65.8-per cent prob a bil ity that in �a -
tion would fall within the two to four per cent tar get range.

The sur vey, he added, showed private sec tor econ o mists see in �a tion av er ag ing 4.1 per -
cent this year be fore eas ing to 3.7 per cent next year and fur ther to 3.6 per cent in 2020.

The con sumer price in dex av er aged 3.8 per cent in the �rst three months af ter ris ing up
to 4.3 per cent in March from the re vised 3.8 per cent in Fe bru ary based on 2012 prices.

Based on its lat est as sess ment, the cen tral bank sees in �a tion av er ag ing 3.9 per cent this
year be fore eas ing to three per cent next year.

Amid the ris ing in �a tion ary pres sures, the BSP has been re luc tant in rais ing in ter est
rates, ar gu ing in �a tion ex pec ta tions re main well an chored as it is ex pected to ease within
the two to four per cent tar get next year.

The cen tral bank has main tained an ac com moda tive pol icy stance over the past three
years to sup port the grow ing econ omy through low in ter est rates. It last raised bench mark
in ter est rates in Septem ber 2014.
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