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Philippines: Slowing growth manifests in
trade figures
Exports in fourth month of contraction while import growth
momentum slows too
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-$2.79
billion

February trade
balance

Better than expected

Exports in contraction for 4th month while imports remain in
single digit growth
The Philippines posted a trade deficit of US$2.79 billion in February, narrower than the previous
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month’s US$3.76 billion deficit. Exports continued to contract, led by the heavyweight electronics
subsector growing only by 0.8% year-on-year. Growth was tepid at 2.6% with both raw materials
and consumer goods in the red for February. 

Imports: Budget delay hits construction imports, higher rates
hit capital goods
The sizeable drop in passenger car imports (-19.4%) held back the entire consumer goods imports
subsector with the car industry still posting lacklustre sales numbers ahead of the imminent excise
tax. Meanwhile, imports of raw materials related to construction - such as iron and steel and non-
ferrous metals - continued to contract and raw material imports used for exports were down
12.7%. Fuel imports grew by 15.5% and capital goods were up by 11.5% as airline companies took
delivery of new aircraft. The country's flagship carrier recently reported that it would take delivery
of up to six aircraft in 2019, down from 15 in 2018. 

Exports: Electronics unable to offset overall export sector
weakness
Exports recorded a fourth month of contraction with the mainstay electronics subsector managing
to eke out a meagre 0.8% growth amidst the trade tensions between the US and China. The rest of
the export sector posted a 2.9% fall. Raw materials used for electronic exports slipped back
into negative territory, now down 12.7%, a sign of continued weak exports ahead.

Slowing growth momentum manifests in trade figures
Slowing imports is a cause of concern. Elevated borrowing cost after the central bank's
(BSP) aggressive 175 basis point rate hike in 2018 seems to be hampering capital expansion. Add
to this the budget delay, which put government projects on hold. As such, capital goods imports
are likely to remain weak. Meanwhile, slowing inflation should support household spending, and
thereby the consumer goods import growth.

On the export side, outbound shipments remain heavily dependent on the electronics trade which
has managed to post only meagre growth prints while the rest of the sector has struggled. The
ongoing trade war means that the Philippine export sector will need to continue to build on
reforms to boost productivity, by enhancing supply chains and increasing standards. At the same
time, hopes remain pinned on a weaker currency buying them some time to stay afloat until the
true export renaissance. 

Until then, we expect the persistent trade deficit to continue to exert a deprecation bias on the
PHP, though with the slowdown in capital goods and raw material imports, trade deficits may not
be as pronounced and current account gaps should improve in the coming months.  
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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 http://www.ing.com.
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