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Philippines’ first quarter GDP surprises on
the upside but could mark the peak
First quarter GDP growth topped estimates, rising 6.4% year-on-year

Source: Shutterstock

6.4% YoY growth

Higher than expected

1Q GDP settles at 6.4%
The Philippine economy grew by 6.4% year-over-year in 1Q, rising above market consensus for a
6.1% gain. Compared to the previous quarter, overall GDP was higher by 1.1%. Economic growth
was supported by still robust household consumption (6.3%) which provided 4.8 percentage points
of the 6.4% growth. Capital formation was also upbeat, increasing by 12.2% YoY, helped by a
14.3% YoY increase in private construction and investment in road vehicles. Government spending
surprised on the upside, managing to gain 6.2% YoY despite the relatively elevated debt levels. We
also noted another quarter of build-up in inventories with firms likely restocking for the rest of the
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year on expectations for a sustained expansion.    

GDP surprises on the upside but this could be the peak for the
year as momentum slows

Source: Philippine Statistics Authority

1Q GDP surprise could be the peak for the year
The Philippine economy managed to expand faster than most had anticipated but the 6.4% gain
could be the high for the year given lingering headwinds. We expect GDP to remain in expansion
mode for the rest of the year, although we are bracing for a likely slowdown as the triple threat of
high inflation, elevated borrowing costs and rising debt levels weigh on momentum. 

Meanwhile, base effects from the reopening will be completely washed out by the second quarter,
which should make topping the 1Q GDP growth number a tall order.  Challenges are also mounting
across sectors with the agricultural sector facing an El Nino episode, which could also take down
with it a substantial part of the Philippine manufacturing sector given the sizable contribution of
food manufacturers. 

With this expectation, we believe attaining the full-year growth aspiration of the government
(6.5-7.5%) will be a challenge and we expect full-year growth to settle at about 5.5% YoY. 

Lastly, this will be the last major data point for the Bangko Sentral ng Pilipinas (BSP) to digest
ahead of its all-important policy meeting next week. With inflation on the downtrend and growth
showing signs of slowing, we believe this opens the door for Governor Felipe Medalla to pause and
keep policy rates at 6.25%. 
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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 http://www.ing.com.
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