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PH August 2026 Headline Inflation at 6.1%

Previous (July 2026): 6.2% Alyssa Nufez
Market Consensus: 6.1% Economist
BDO TIG Estimate: 6.1% nunez.alyssamae@bdo.com.ph

YTD Average: 5.2%

Philippine headline inflation eased to 6.1% in August 2026, down from 6.2% in

July, bringing the year-to-date average to 5.2%. The print matched our forecast

exactly and lands within the BSP’s 5.5 — 6.5%. This makes it a fourth consecutive month

of deceleration but also the sixth straight month inflation has held above the BSP’s 2 — . .

4% target. Upside risks from

Food, housing and utilities did the pull down. Food and non-alcoholic beverages El Nmo_and the
slowed to 4.6% from 5.2%: housing, water, electricity, gas, and other fuels eased to  Wage hike weigh
7.9% from 8.2%. But working against all of that was transport, which accelerated sharply i

to 13.5% from 11.9%, alongside faster increases in alcoholic beverages and tobacco, m.ore-heavny than
furnishings, health, and personal care. oil prices.

Food told a more layered story than the headline number let on. Vegetable prices
swung sharply, easing to a 3.4% decline from an 8.4% increase in July, and that single
reversal did most of the work in bringing food inflation down. Corn, seafood, and oils all
posted slower increases as well, while milk, dairy, and eggs deepened their decline.
Meat inflation slowed too, to 4.5% from 5.4%. Rice, though, kept climbing,
accelerating to 19.4% from 17.1%, and it is now doing almost all of the damage
within the food category.

Electricity offered a partial offset. Meralco charged lower residential rates than July
thanks to a six month staggered refund that kicked in this August.

Transport’s jump traces back to the same energy volatility given renewed
geopolitical tensions. Global crude prices have trended lower since their April peak,
but the descent has been anything but smooth amid renewed volatility driven by fragile
U.S.-Iran negotiations. Locally, pump prices moved higher on net through August, as
rollbacks early in the month were not enough to offset increases later on, and that is
showing up directly in transport’s acceleration.

As for the index contribution, food and non-alcoholic beverages remained the single
largest contributor to the headline at 28.8% of the index, followed by housing and utilities
at 26.6%, and transport at 20.1%. Relief is broadening across most of the basket,
but the two categories still running hottest, rice and transport, are also the two
carrying real structural risk into the months ahead.

The Core Story

Core inflation eased to 4.1% in August from 4.2% in July, a second consecutive
month of deceleration after breaking its earlier upward streak. This is the number
doing the convincing now. One month of core relief could have been base effects
working in isolation. Two months running, alongside a headline print that landed exactly
where we called it, starts to look like the turn we were waiting to confirm.
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Our View

We continue to expect the BSP to pause at the October meeting, while acknowledging that upside risks
have not disappeared entirely. Two consecutive months of core inflation easing and a headline print that
matched our forecast to the decimal are sufficient for us to retire the modest upside bias we had maintained since
the August hike. The disinflation trend we highlighted after July remains intact and increasingly reflects broader-
based price moderation rather than just favorable base effects in transport and education. That said, while the
data no longer justify an upside bias to our baseline, the balance of risks around the October decision
still tilts to the upside for reasons that extend beyond the current inflation print.

Naturally, the BSP would be focusing on the risks that could complicate the disinflation path in the months
ahead. The Governor was clear at the last rate-setting meeting that upside risks from El Nifio and the Metro Manila
minimum wage hike remain central to the Monetary Board’s thinking. While rice inflation’s acceleration to 19.4%
and transport inflation's increase to 13.5% are enough to keep us vigilant, the more important question for policy
is whether weather-related supply disruptions and the lagged pass-through of higher labor costs begin to generate
broader price pressures across the economy. Those are likely the risks the BSP will be monitoring most closely
into the fourth quarter, rather than the near-term swings in energy costs.

For now, our base case remains a hold in October, with 5.00% serving as the terminal rate for this cycle.
We would, however, characterize the risks around that call as skewed to the upside rather than balanced.
El Nifio and the wage hike are both slower-moving risks than an oil price spike, but they are also potentially more
persistent once they begin to show up in the inflation data. If either risk starts to materialize before October, the
case for a pause becomes considerably more difficult to justify. As a result, while we remain comfortable with a
hold as our central scenario, we are not yet prepared to rule out one final hike should the BSP conclude that
emerging supply and wage pressures threaten to slow or reverse the disinflation process.

For guidance, below is the policy meeting schedule for both the BSP and the Fed in 2026:

Jan
19
Feb (cut: 4.25%)
26
17-18* ]
Mar (unchanged: 3.50-3.75%) uncha(lﬂg?t/ﬁli’.25%)
28-29 23
Apr unchanged: 3.50-3.75% hike: 4.50%
T
16-17* 18
Jun (unchanged: 3.50-3.75%) i
Jul
Aug
Sep (call: 3.50-3.75%)
Oct 27-28
Nov
Dec
*Meeting associated with a Summary of Economic Projections
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Table 1: Inflation, by Component % YoY Change

Aug-25 Sep-25 Oct-25 Nov-25 Dec-25 Jan-26 Feb-26 Mar-26 Apr-26

May-26 Jun-26 Jul-26 Aug-26
Headline Inflation %yoy 1.7 1.5 6.4 6.2 6.1
Food and Non-Alcoholic Beverages 0.5 0.1 5.2 4.6
Food Products 0.2 -0.3 5.5 4.6

Non-Alcoholic Beverages

43
Alcoholic Beverages and Tobacco 5 N 4.0

Non-Food

4.0
3.6

3.8

Clothing & Footwear
Housing, Water, Elec., Gas & Fuels
Furnishings, HH, Equipment

Health

Transport

Info & Comms. 0.6

Recreation, Sports, & Culture 2.1 2.1 1.9

Education Services 3.0 3.0 3.0

Restaurants & Accommodation Services 23 _ 2.4

Financial Services 0.0 0.0 0.0 0.0 0.0

Personal Care & Misc Goods & Services - 24 - 2.4 2.2
Core Inflation %yoy

2.6 25 24 24

Figure 1: Contribution to YoY Headline Inflation
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