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Philippines: Import compression
continues, points to better 3Q GDP
The pullback in September imports, despite the drop in exports, means
that net trade will likely not weigh on overall growth momentum in 3Q
GDP accounting 
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-$11.5 bn 3Q merchandise trade deficit
narrower vs -$15.19 bn in 3Q 2018

September trade gap at $3.12 bn even as imports fall for a sixth
month
The Philippines posted a trade deficit of $3.12 bn even as imports fell for a sixth month as exports
snapped a string of five months’ worth of gains. The September trade gap brings the YTD deficit to
$28.1 bn, wider by 9% from the $24.97 bn gap seen in 2018. Despite the wider deficit, the Peso has
still managed to post quite a strong performance. This is probably because of positive current
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account movements (remittances and BPO receipts) as well as financial flows helping to lift the
currency.   

Imports down a sixth month
Capital goods imports remained modest (+0.3%) with a huge drop-off in “planes and ships”
(-41.4%) and photographic equipment (-21.5%) while heavyweights such as electrical machinery,
specialized machinery and construction vehicles were up 7.1%, 6.7% and 6.4% respectively. 
Meanwhile, raw materials (-23.1%) and fuel (-14.5%) proved to be the biggest drag on import
demand given the movement in global crude oil prices and with the government drawing from the
stores of construction equipment stockpiled during the budget delay. Noteworthy is that
construction materials such as iron and non-ferrous metals dropped a substantial 46.8% and
18.7%, respectively. The bright spot for imports was the consumer goods account, which gained
2.6% after falling previously, with passenger cars registering a gain of 8.5% after months of
contraction as vehicle sales have picked up (reflected in the central bank’s report showing an
improvement in auto loans as policy rates have come down).  

Exports decline as electronics unable to lift rest of sector
For outbound shipments, the mainstay electronics subsector managed yet another month of gains
(+3.8%) despite the trade war and earlier tech slump. But it was unable to compensate for the
-2.62% print from the rest of the export sector. Global headwinds are weighing on export demand
and the sector will continue to require reforms. 

Trade sector sets up substantially better 3Q GDP
The pullback in imports and positive run of exports until the September reversal means that even
though net trade is still in deficit, the trade sector could provide a boost to GDP in 3Q19. For the
quarter, 3Q19 saw a 24% improvement from the same period in 2018 and this development
should help bolster year-on-year 3Q19 GDP. The September trade report also shows some green
shoots for the return of investment activity.  After dropping substantially in 2Q, capital formation is
set to rebound in 3Q and beyond with capital goods imports picking up after stalling in the first half
of the year. Monetary easing and a general improvement in risk sentiment has pulled corporates
out of the woods and they are now bolstering the consumption-heavy growth story. This
development, together with a report showing improved farm output helps support our forecast for
a 6.3% GDP expansion in 3Q19.  

Author

Nicholas Mapa
Senior Economist, Philippines
nicholas.antonio.mapa@asia.ing.com

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

mailto:nicholas.antonio.mapa@asia.ing.com


THINK economic and financial analysis

Snap | 6 November 2019 3

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.

http://www.ing.com

