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First-quarter GDP miss in the Philippines
signals weaker 2026 outlook
First-quarter GDP growth fell well short of expectations, weighed down
by weak consumption, contracting investment, and a drag from net
exports despite a modest pickup in government spending. The data
reinforce downside risks to the 2026 growth outlook, even as the central
bank remains focused on inflation rather than growth support

With first-quarter GDP falling short in the Philippines, policy tightening is likely to continue

1Q GDP misses estimates
First-quarter GDP growth of 2.8% year-on-year was a significant disappointment, coming in
well below both our forecast and consensus expectations of 3.3% year-on-year. Domestic
demand remained weak. Private consumption growth slowed to 3% year-on-year,
representing not only a further decline relative to the previous quarter, but also the weakest
reading since the Covid period. Even at this subdued pace, private consumption accounted for
roughly 80% of total GDP growth, underscoring how significantly weaker other growth
components were.

Private investment continued to contract on a year-on-year basis, while net exports also
shifted to a negative contribution. Goods import growth accelerated to around 7% year-on-
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year, while goods export growth moderated to 13% year-on-year, resulting in a net drag on
growth. Services exports, growing at 3% year-on-year, remained relatively resilient.

Government spending increased by 4.8% year-on-year, up sharply from 0.7% in the previous
quarter, contributing 0.8 percentage points to GDP growth. While this points to some nascent
signs of recovery, the overall impulse remains modest. Overall, we believe government
spending will need to increase more meaningfully for second-round effects on consumption
and investment to materialise. Recent data suggests that rising unemployment and sharply
elevated inflationary pressures are likely to keep private consumption suppressed, as
households boost precautionary savings.

Taken together, today’s GDP release points to a much weaker-than-expected growth
trajectory for 2026, increasing the downside risks to our already below-consensus GDP growth
forecast of 4.5% YoY (consensus 4.8%). We do not believe this weak GDP print will deter the
BSP from proceeding with a rate hike in June. The central bank has recently reasserted
inflation control as its primary objective, while downplaying the role of monetary policy in
cushioning near-term growth risks – particularly as the current slowdown appears largely
driven by a deceleration in government spending rather than monetary conditions.

Contribution to Philippines GDP growth

Source: CEIC
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BR000341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.
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