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Philippines: Import implosion supports
PHP but points to slowing GDP
momentum
Exports and imports remain in the red, with the trade deficit at $1.83 bn

Source: Jun Acullador

$1.83 bn July trade balance

Worse than expected

Pandemic continues to weigh on Philippine trade
The ongoing Covid-19 pandemic continues to weigh on overall trade activity, with both exports
and imports falling in July. Exports showed a broad-based decline with all but one sub-sector
posting a contraction from the same period a year ago as global demand remains depressed
due to the pandemic.  The mainstay electronics subsector fell by 2.6% while most other
subsectors registered double digit contractions.  Exports are likely to remain subdued for the
balance of the year and possibly into mid 2021 as the global economy slowly recovers from
the effects of Covid-19.
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Import implosion points to fading potential output
Inbound shipments of goods fell at double digit rates again as capital machinery (-29.8%), raw
materials (-14.8%), fuel (36.2%) and consumer imports (27.3%) all posted severe contractions
for the month, reflecting fading domestic demand and the economy in recession.  Moreover,
the sustained double digit contraction in capital goods and raw materials points to fading
potential output, increasing the possibility that the Philippine economy enters a lower growth
trajectory over the course of the next few years.

Philippine trade balance and USD/PHP

Source: PSA and PDS

Fading imports point to near term support for PHP
The continued fall in imports translates into subdued demand for foreign currency and will
likely lead to short term support for PHP.  The Philippine Peso continues to outperform regional
peers as the country posts a current account surplus year-to-date in 2020, due mainly to the
substantial drop-off in imports, and we can expect this trend to continue going into 4Q 2020. 
Meanwhile, the stark drop in imports of capital machinery and raw materials points to fast-
fading potential output which should handicap growth momentum with the Philippines
entering a lower growth path after the 2021 base effect-induced rebound in GDP.   
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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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