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Philippines: PHP moves past the 50 level
as the trade deficit misses expectations

The Philippine trade deficit widened more than expected, heaping
more pressure on PHP to weaken amidst broad dollar strength
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Worse than expected

Trade deficit misses mark

Philippine trade data recorded substantial double-digit expansion for both exports and imports as
base effects helped to bloat the growth numbers. Both exports and imports fell modestly below
expectations but the trade deficit widened past the forecast to settle at $2.8bn. Export growth was
powered by the stalwart electronics sector, which grew by 25.4% while all other sectors also
recorded double- or triple-digit expansion with base effects kicking in. Exports may have been
hampered by the lack of shipment options as local exporting firms have complained about the
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difficulty of fulfilling export orders due to bottlenecks in the shipping industry.

Meanwhile, imports per sector also saw base effect-induced gains while imports of fuel products
surged by 301.6% given the increase in actual import volume coupled with the 87% increase in
global crude oil prices. The trade deficit widened past expectations for a $2.6bn shortfall to settle
at -$2.8bn, much higher than the $2.1bn average during the 2020 lockdown year in the Philippines,
although still lower than the $3.5bn norm prior to the pandemic.

Philippine trade deficit widens but still lower than pre-Covid
levels
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PHP moves past 50 handle

A strong dollar theme coupled with the wider-than-expected trade gap may have helped push PHP
past the 50 psychological handle on Friday with the currency now down 1.94% thus far

in July. Bangko Sentral ng Pilipinas (BSP) Governor Diokno appears unfazed by the recent PHP

drop however, indicating that the currency continues to be driven by supply and demand
conditions. This suggests that BSP will likely refrain from costly policy rate hikes to help stem the
depreciation trend, however, we could see BSP changing its tune should the current weakness go
on for a considerable period of time. In the near term, we expect BSP to stick to its accommodative
stance given that the economic recovery is still in its nascent stages as import levels, although
rising, are still below pre-Covid levels. Meanwhile, we expect continued pressure on PHP in the near
term as import demand accelerates, especially if exports remain hampered by shipping
bottlenecks.
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purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
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(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 BR0O00341) 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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