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MANILA: The Philippine economy grew
at its fastest pace in more than three
years in July-September,  most of
President Rodrigo Duterte’s first 100
days in office, setting him up to meet
the ambitious target he set for the year.

Duterte’s government was quick to
take advantage of the favourable fig-
ures, saying they showed that the presi-
dent “offers more than ‘war on drugs’.”

Duterte, a former prosecutor who
was elected in May on promises of a
fierce campaign against crime and illicit
drugs, said in a speech yesterday that
addressing corruption and criminality
were the “building blocks of a strong
and resilient economy.” But the presi-
dent’s controversial comments, plus the
uncertainty surrounding US labour and
trade policies after the election of
Donald Trump, have left the Philippines’
economic outlook “much less certain,”
said Gareth Leather, senior Asia econo-
mist at Capital Economics in London.

“With Duterte in charge it is hard to
rule out a sudden shift in economic pol-
icy or a disruption of the political stabili-
ty that has characterized the last six
years,” Leather said in research note.

Duterte inherited an economy that
has enjoyed 70 quarters of uninterrupt-
ed growth, buoyed mainly by domestic
demand fuelled by remittances from
migrant workers.

That momentum, further boosted by

election campaign spending in the first
two quarters of the year, resulted in the
third quarter’s forecast-topping 7.1 per-
cent growth.

Such rapid expansion made the
Philippines the fastest-growing econo-
my in Asia by far, outpacing even China.
On a quarter-on-quarter basis, gross
domestic product expanded 1.2 per-
cent, the national statistics agency said,
slightly above the 1.1 percent growth
projected in a Reuters poll, but slower
than the previous quarter’s 2.1 percent.

“We are confident that we will grow
within the 6-7 percent growth target,”
socio-economic planning director
Reynaldo Cancio told a briefing.

Growth in the third quarter was sup-
ported by household consumption,
which sustained its 7 percent-plus
annual rate pace.

Fixed capital investment growth
topped 20 percent, with public con-
struction continuing its double-digit
growth. Private construction grew a
sharp 16.2 percent in the third quarter
compared with 8.0 percent over April-
June.

Bangko Sentral ng Pilipinas Governor
Amando Tetangco said yesterday there
was no need to adjust monetary policy
at this time. 

OUTLOOK UNCERTAIN
While i t  may be too early  for

Duterte to take credit for the strong
GDP result, it should give him a strong
start, said Nomura economist Euben
Paracuelles, noting investors would
want to see signs that the momentum
could be sustained. The 71-year-old
Duterte has vowed to accelerate and
raise infrastructure spending to lift
growth to 7-8 percent during his six-
year term, create more jobs and reduce
poverty.

But the outspoken leader’s anti-US
rhetoric  and brutal  war on drugs,
which has alarmed rights groups, are
unnerving markets  and foreign
investors. The peso is hovering at near
eight year lows while the stock market
has nearly erased its gains this year.

Duterte’s economic managers were
quick to allay such concerns about
Duterte’s unpredictabil ity and the
resulting uncertainty, saying the gov-
ernment will aggressively push ahead
with its infrastructure pledges. Duterte
has approved the rollout of 500 billion
pesos ($10.12 billion) worth of roads,
railways, airports and seaports to boost
economic growth since he began his
term on June 30.

Finance Secretary Carlos
Dominguez said there would be no let-
up in the government’s commitment
to spend heavily on urban and rural
infrastructure to drive sustained, rapid
and inclusive growth. — Reuters

Philippines’ robust Q3 GDP
growth beats expectations
Govt likely to hit 6-7 % growth target this year

Foreign banks shaken 
by Malaysia’s move 

to halt currency slide
HONG KONG/KUALA LUMPUR: Foreign banks in
Malaysia yesterday were trying to work out how to comply
with the central bank’s clamp-down on offshore ringgit
trading, a move the broader market views as a form of
capital controls.

Form letters, sent this week from onshore banks to
their offshore counterparts, asked compliance officers to
sign commitments to cease trading the ringgit in the NDF
markets and then send the letters back to Bank Negara,
Reuters reported on Wednesday.

“There’s a massive back and forth going on between
banks and Bank Negara Malaysia (BNM) now,” said a
banker at a foreign bank in Malaysia that deals in foreign
currency transactions. “This is a type of indirect capital
control ... I see a flood of people exiting Malaysia.”

The ringgit had fallen nearly 1 percent yesterday to a
fresh 11-month low of 4.3850 against the dollar. The off-
shore spreads in NDF markets widened, while bond yields
shot higher with the 10-year benchmark yield trading 17
basis points up at 4.22 percent. It has risen nearly 60 basis
points in the last week.

Investors typically use the liquid NDF markets in
Singapore and Hong Kong to exchange ringgit for dollars
because of the many restrictions in the domestic market.
Singapore and Hong Kong are ranked third and fourth at
$517 billion and $437 billion respectively on global daily
average turnover of foreign exchange derivatives, accord-
ing to the latest survey from the Bank of International
Settlements. The United States and Britain are the top two.

‘STATE OF LIMBO’
While Malaysia allows foreigners relatively open access

to its domestic bond and stock markets, it prohibits any
offshore trading of its currency or related derivatives.
Some foreign banks said they were told their investments
cannot be moved out of Malaysia if they don’t sign the let-
ter.  The head of trading at a Western Bank in Hong Kong
described the situation as “being in a state of limbo” due
to the regulatory uncertainty. — Reuters

MANILA: A bird’s eye view of two buildings under construction in Manila yesterday. The Philippines became developing
Asia’s fastest-growing major economy in President Rodrigo Duterte’s first three months in office, officials said yesterday
even as his fiery rhetoric hit the peso and stock prices. — AFP

Britain’s Royal Mail to cut 
more costs after profit fall
LONDON: Britain’s Royal Mail Plc said it needs to cut more
costs yesterday after the former state-owned monopoly’s first-
half profit dropped despite a stronger performance in Europe.

Royal Mail shares fell by 2.6 percent to 486.1 pence at 0812
GMT after it posted a 5 percent fall in first-half profit and said
it aims to cut annual costs by 600 million pounds per year to
March 2018, up from a 500 million target.

The group is cutting costs and modernizing its operations
to gain a larger share of the parcels market as British house-
holds and businesses send fewer letters in an age of electronic
communications and economic uncertainty. It has also been
hurt by the loss of some business from Amazon, which recent-
ly started its own delivery network, while rivals such as UK
Mail, which is being bought by Deutsche Post, have added
extra capacity.

Royal Mail said the costs associated with the transforma-
tion of its UK business were now seen at 130 million to 160
million pounds for the year to March 2017, down from a previ-
ous forecast of around 160 million. It said the outcome for the
full year will be dependent on its trading over the Christmas
period, after operating profit before transformation costs fell
to 320 million pounds in the half year to Sept. 25.

Jefferies analysts said in a note that Royal Mail’s first-half
profit was 8 percent below their expectation of 348 million
pounds, driven by a deterioration of 6 percent in second-quar-
ter letter volumes after Britain’s vote to leave the European
Union.

This was despite a one percent rise in revenue to 4.58 bil-
lion pounds, in line with its first-quarter growth, as strong
trading conditions its continental European parcels unit con-
tinued to offset declines at home. “The key drivers for the UK
letters and parcels markets remain unchanged. Letter vol-
umes, particularly advertising letter volumes, are linked to
movements in GDP and we are monitoring developments in
the UK economy closely,” it said. — Reuters 


