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Philippines’ GDP growth miss supports
our 75bp rate cut call

The Philippines grew a below-expectations 5.4% year on year in the
first quarter. The downside surprise was primarily driven by weaker
net exports and business process outsourcing activity. We're revising
our GDP growth forecast to 5.6% for 2025.

Source: Jun Acullador

First-quarter GDP growth surprised on the downside

The 5.4% first-quarter increase in Philippine GDP year-on-year fell short of both our forecast and
market expectations. While private consumption and government spending growth were strong
ahead of upcoming elections, they were in line with expectations. The disappointment was net
export and investment growth. This highlights uncertainty around business confidence amid tariff
escalations and a slowdown in trade. Net exports contributed a negative 2 percentage points to
GDP growth in Q1, a much higher drag on growth than the average of 0.7% over the past year. This
suggests there was less frontloading of exports in 1Q ahead of the implementation of tariffs, a
dynamic that's more evident in other export-driven economies. Higher imports as government
spending accelerated ahead of the elections also likely contributed to lower net export growth.

Looking at the sector-wise data, manufacturing growing 4.1% year-over-year was indeed a
positive sign, indicating robust industrial activity. However, services sector growth moderated to
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6.3% from 6.7% in the previous quarter amid weaker professional and business services growth.
This indicates a slowdown in business-process-outsourcing (BPO) and related activities.

First-quarter GDP growth at 5.4% YoY
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We're lowering our 2025 GDP growth forecast

Looking ahead, the impact of the global slowdown should become more evident in the Philippines'
growth numbers. Yet, continued support from government spending and monetary policy easing
should offset the drag. The central bank’s substantial easing measures - including 100bp of policy
rate cuts since August and 450bp in reserve requirement ratio (RRR) cuts since September - have
significantly relaxed monetary policy conditions. Consequently, bank credit growth surged from
6% year-on-year in December 2023 to 11% in February 2025. Moreover, higher fiscal spending
ahead of the mid-term elections this month, along with a continued push for infrastructure
development and lower oil prices, should help cushion GDP growth from the drag caused by slower
exports. Following the downside surprise in 1Q and the expected slowdown in net export growth,
we're lowering our 2025 GDP to 5.6% year-on-year.

Given the recent downside surprise in both GDP growth and inflation, and our subsequent revisions
to both forecasts, it's increasingly likely that Bangko Sentral ng Pilipinas (BSP) will cut rates
aggressively this year. We continue to anticipate another 75 basis points of rate cuts in 2025.
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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 BRO00341) 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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