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Philippines: 2Q GDP falls well short of
expectations but don’t expect a pause
from the central bank
The Philippine economy grew 7.4% YoY, but was well below expectations
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7.4% YoY 2Q GDP growth

Lower than expected

2Q GDP at 7.4%
2Q Philippine GDP rose 7.4%YoY which disappointed market participants who were expecting
growth to settle at 8.4% (from 8.2% in 1Q).  Rapidly rising prices blunted mainstay household
consumption, which grew 8.6% YoY but contracted 2.7% QoQ as inflation averaged 5.5% YoY
for the period.        

Also weighing on overall growth momentum was the stark widening of the trade gap as import
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growth sustained double-digit gains.  The June trade report, also released today, showed the
trade deficit at an all-time high (-$5.84bn).  Economic planning secretary Balisacan suggested
that the trade gap could widen further in the coming months, pointing to a sustained drag on
overall GDP for the rest of the year.

2022 growth likely to settle at the lower-end of government
target
Today’s GDP report points to full year growth settling at the lower-end of the government’s
6.5-7.5% growth target.  The economy is facing the triple threat of accelerating inflation, rising
borrowing costs and a relatively high debt-to-GDP ratio.  Faster inflation, which was last
reported at 6.4%, should cap overall household spending while rising interest rates are likely to
deter investment outlays.  Meanwhile, elevated levels of debt could act as a handicap and
mitigate the ability of the national government to provide stimulus in the near term. 

All together the headwinds facing the Philippine economy could force 2022 GDP growth to
settle at 6.5%, at the lower-end of the BSP’s aspirational target.       

Growth weighed down by surging inflation

Source: Philippine Statistics Authority and ING

Growth miss not likely to deter BSP resolve
Despite the disappointing growth report, we still expect Bangko Sentral ng Pilipinas (BSP) to
maintain its hawkish bias for the rest of the year.  Prior to the GDP release, BSP Governor
Medalla hinted that the central bank was more inclined to hike policy rates by 50bp to help
combat inflation that surge well-past BSP’s target.  We believe however that BSP may dial
down the magnitude of tightening, resorting to 25bp rate increases for the remainder of the
2022 policy meetings.         

https://think.ing.com/articles/philippine-outlook-triple-threat-could-weigh-on-growth-momentum/
https://think.ing.com/articles/philippine-outlook-triple-threat-could-weigh-on-growth-momentum/
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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.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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