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The Philippine economy fell short of expectations, partly due to the base effects of the 2016 
election year. This Economic Snapshots presents the most recent developments, examining 
the country’s growth drivers, its financial inflows, its fiscal performance and a host 
of other economic indicators. As President Duterte marks his first year 
in office, we examine how ‘Dutertenomics’ is taking shape.
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ECONOMIC DEVELOPMENTS

Growth

The Philippines posted 6.4% GDP growth in the first 
quarter of 2017, falling short of market and official 
expectations. Nevertheless, the economy’s growth 
was higher than Vietnam’s and Indonesia’s (both 5.1%), 
and only second in East Asia to China’s 6.9%. Lower 
growth in government spending and capital formation 
dampened GDP growth figures. The slower growth was 
also partly due to the base effects of the 2016 election 
year, when campaign spending boosted GDP. While 
slower than expected, the government still maintains 
that it is on track to reach the growth target of 6.5%-
7.5% for the year.

On the demand side, household consumption is still 
the main driver of growth, expanding by 5.7% during 
the first quarter. However, its growth slowed compared 
to the 7.1% registered in the same period last year. 
Food and non-alcoholic beverages, which make up 
39.7% of total expenses, had a slower expansion at 5.7% 
this quarter compared to 6.4% in the same quarter of 
2016. Government final consumption expenditures 
grew marginally, by only 0.2%, due to the decline of 
the maintenance and other operating expenditures 
(MOOE category) of various government agencies. 
The implementation and procurement of several 
government projects also faced delays. Growth in fixed 
capital investments slowed to 11.8% from 28.3% during 
the first quarter of 2016. The construction subsector, 
in particular, grew by only 9.9%, down from 15.1%, 
reflecting a steep deceleration in public construction. 

Source: Bangko Sentral ng Pilipinas

Figure 1: The Philippines Has The Second Fastest Growth In The Region

Figure 2:  Household Consumption Continues To Drive Growth

Source: Philippine Statistics Authority
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Growth in public construction was 36.5 percentage 
points lower compared to the same period last year. 
The Department of Budget and Management (DBM) 
attributes the slowdown in public construction 
to adjustments and reorientation of programs 
in accordance with the priorities of the new 
administration. Durable equipment investments 
also decelerated, with growth expanding by only 
12.5% from 37.4% recorded in the same period last 
year. On a more positive note, capital formation’s 
contribution to GDP is at a record-high, accounting 
for 24.9% of GDP. This signals the increasing 
importance of investments in driving the economy. 

Exports also picked up at the start of the year, 
growing by 20.3%, the highest in 6 years. The solid 
performance was boosted by strong external 
demand, as global markets have started to recover. 
The Philippines was among the top export 
performers in the ASEAN during this quarter, after 
Malaysia and Indonesia. Electronic products still 
make up around half (49.3%) of export commodities, 
growing by 15.3% during the first quarter. The 
country’s top export markets include the US, Japan, 
Hong Kong, and China. Export receipts from Hong 
Kong rose by 41.5%, the US by 13.7%, and China 
by 29.6%, while exports to Japan contracted by 
17.4%. Meanwhile, China, Japan, and Korea are the 
top source of imports during the first quarter of the 
year. Imports from Korea jumped by 44.8%, Japan by 
26.2%, and China by 24.8%.   

Source: Philippine Statistics Authority

Figure 3: Construction Decelerated During The Quarter

Figure 4:  Total Merchandise Trade Performance Is Improving

Source: Philippine Statistics Authority
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Source: Philippine Statistics Authority

Figure 5:  The US Has A Trade Deficit With The Philippines

Figure 6:  Total Trade With The EU Is Declining

Source: Philippine Statistics Authority

Source: Philippine Statistics Authority

Figure 7: Trade Deficit With China is Rising

Figure 8:  Japan Is The Top Exports Market

Source: Philippine Statistics Authority
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Overall, ASEAN is the Philippines’ top trading 
partner. The removal of tariffs has spurred intra-
ASEAN trade. However, the bloc has to address the 
increase in non-tariff measures over the last two 
decades. China comes in second, although trade is 
heavily skewed towards imports. Trade with China 
is expected to increase further as China pushes 
its Belt and Road Initiative, facilitating trade flows 
through the build-up of infrastructure across the 
region. China’s slowdown, amidst its rising debt 
levels, poses a threat to major commodity exporters 
such as Malaysia and Indonesia.1 However, the 
Philippines is largely insulated from this risk, as its 
exports to China are relatively low. 

The European Union had earlier announced that 
it will review the country’s Generalized Scheme of 
Preferences Plus (GSP+) status, citing human rights 
concerns. The Philippines was granted preferential 
status in December 2014, providing tariff-free 
exports to over 6,000 products to the European 
market. While exports to Europe increased by 
7% in 2015, it contracted by 5.5% in 2016. This 
suggests that the country can withstand the loss 
of the preferential trade agreement. Moreover, the 
utilization rate of the GSP+ is only at around 60%, 
although more exporters are taking advantage of 
the scheme.2 Nevertheless, commodities such as 
tuna and coconut oil, will be more vulnerable to the 
loss of duty-free benefits. 

Source: Philippine Statistics Authority

Figure 9: ASEAN Is The Philippines’ Top Trading Partner

Figure 10: Services Continue to Drive Supply-side Growth

Source: Philippine Statistics Authority
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On the supply side, services, which make up over half 
of GDP, continued to spur growth, expanding by 6.8% 
during the first quarter. Financial intermediation grew 
by 7.4%, trade and repair of motor vehicles, personal 
and household goods expanded by 7.1%, and real 
estate, renting and business activities grew by 6.9%. 

The agriculture, hunting, forestry and fishing sector 
expanded by 4.9% in the first quarter, a reversal from the 
4.3% contraction in the previous year. The agriculture 
subsector, in particular, was a bright spot last quarter, 
growing by 5.7% after several quarters of contraction. 
The sector’s recovery is partly due to favorable weather 
conditions at the start of the year, as well as low base 
effects from last year’s poor performance. Palay, which 

Figure 11:  Manufacturing Production Continues To Recover, Although At A Slower Pace

Source: Philippine Statistics Authority

accounts for almost a quarter of agricultural produce, 
posted a 12.4% growth. Corn, the second largest 
agricultural product, also expanded, by 23.4%. Both 
crops are expected to have higher yields during the 
second quarter of the year due to the availability of 
irrigation water and sufficient rainfall during planting 
period and the availability of seeds.3 The fisheries 
sector improved marginally by 0.7%, a reversal from a 
contraction of 5.9% last year. 

Industry’s growth slowed to 6.1% from the 9.3% 
registered in the same period last year. Growth was 
tempered by a slowdown in construction activities, 
expanding slower at 8.2% from 14.2% in the same 
period last year. Utilities (electricity, gas, and water 

supply) only increased by 1.4% compared to 10.2% 
last year, while mining and the quarrying subsector 
contracted by 20%, a turnaround from 11.4% growth 
during the comparable period last year. Manufacturing 
continued to drive the sector, albeit at a slower pace, 
expanding by 7.5% in the first quarter. Manufacturing 
activities saw sustained growth this quarter due to 
an expansion in metal products, petroleum products, 
and transport equipment. The results of the Monthly 
Integrated Survey of Selected Industries (MISSI) 
showed a steady level of capacity utilization in Q1 2017 
at 83.8. Meanwhile, Nikkei’s Manufacturing Purchasing 
Manufacturing Index rose to 54.3, signaling continued 
expansion amidst growing domestic demand.4 
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Source: Philippine Statistics Authority

Figure 12:  Only Five Regions Account For Three-Quarters Of The Economy

Source: Philippine Statistics Authority

Figure 13: Average Income In NCR Is Over Three Times That Of ARMM
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Regional Growth

All regions expanded their respective economies in 
2016, with Eastern Visayas accelerating the fastest at 
12.4%, followed by Central Luzon at 9.5% and the Davao 
Region at 9.4%. NCR continues to make up the largest 
share of GDP at 36.6%, followed by CALABARZON at 
16.8%, and Central Luzon at 9.5%. Combined, NCR and 
its adjacent regions easily account for almost two-
thirds of the country’s economy. Taken with Central 
Visayas and the Davao Region, these regions make 
up almost three-quarters of the total economy. This 

shows how growth has largely been concentrated in 
only a few regions, particularly in metropolitan areas. 
Additionally, in terms of average annual income, NCR 
tops the list at PHP 322,000, 3.6 times larger than 
ARMM’s PHP 89,000, and almost twice the national 
average, highlighting the disparity between the 
capital and the rest of the regions. 

The National Spatial Strategy (NSS), part of the 
Philippine Development Plan 2017-2022, acknowledges 
that cities play a vital role in driving economic growth 
and in reducing poverty incidence. The strategy seeks 

to decongest Metro Manila and link rural areas to 
growth nodes. By 2025, Metro Cagayan de Oro will join 
NCR, Cebu and Davao as the country’s metropolitan 
hubs. The NSS also identifies several regional centers, 
which serve as the regional markets and services 
centers for the province. The NSS includes the Three-
Year Rolling Infrastructure Plan, a PHP 3.6 Trillion 
program totaling 4,895 projects that are expected to 
be completed by 2020. Of this, PHP 157.4 Billion and 
1,313 projects will be allocated to 5 regions with the 
highest poverty rates: ARMM, Caraga, Eastern Visayas, 
Soccsksargen, and Northern Mindanao.5 
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FINANCIAL MARKETS

Inflation

Inflation inched to 3.2% in the first quarter, but is still 
within the government’s 2 to 4 percent target. Food 
inflation had climbed in the first quarter as prices of 

major commodity items such as meat, fish, and rice, 
increased. Non-food items also increased, due to 
higher international crude oil prices, which resulted in 
higher prices in oil-related items including transport 

Source: Philippine Statistics Authority

Figure 14: Inflation Rate Inches Higher

services, electricity rates, and gas.  The inflation outlook 
is on the upside due to the impending passage of the 
Comprehensive Tax Reform Program. 
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Foreign Direct Investments

Foreign direct investment (FDI) jumped by 
40% in 2016, as the country’s macroeconomic 
fundamentals remained sound and growth 
prospects remain strong. In the first quarter of 2017, 
FDI grew by 16.6%, recording inflows of USD 1.56 
Billion. However, FDI for the first quarter of the year 
fell behind other ASEAN countries, after surpassing 
investments in Indonesia and Thailand in 2016. The 
central bank forecasts FDI to reach USD 8 Billion this 
year, higher than the USD 7.93 Billion recorded in 
2016. Investments are expected to rise due to the 
recovery in manufacturing, continued growth in 
services, and rolling out of Private Public Partnership 
(PPP) projects.6  Investments were mostly channeled 
into debt instruments amounting to USD 1.3 Billion. 
Equity funds, primarily from Japan, US, Singapore, 
Hong Kong and Germany, were invested in real 
estate, wholesale and retail trade, manufacturing, 
financial and insurance, and information and 
communication activities.7 

The United Nations Conference on Trade and 
Development’s (UNCTAD) World Investment 
Report 2017 highlighted investors’ confidence in 
Asia’s economic performance.8 Countries including 
Indonesia, Thailand, Philippines, Vietnam, and 
Singapore were cited as promising investment 
destinations. The report noted that FDI in the 
Philippines is expected to increase further in coming 

Source: Bangko Sentral ng Pilipinas

Figure 15:  FDI Continues To Increase

Figure 16:  FDI Inflows In The Philippines Lag Behind Other ASEAN Countries During The First Quarter

Source: Bangko Sentral ng Pilipinas
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Unfortunately, the Philippines still lags behind other countries 
in terms of digital competitiveness. The International Institute 
of Management Development global ranking on digital 
competitiveness places the Philippines at 46th out of 63 
economies. In the Asia-Pacific region, the Philippines ranked 11th 
out of 14 countries. The report assesses the countries’ preparedness 
in adopting digital technology in government, business and social 
contexts across three pillars: knowledge, technology, and future 
readiness.10  

Foreign Portfolio Investments

Foreign portfolio investments, or hot money, had net outflows 
of USD 543.8 Million in the first five months of the year. This is 
a turnaround from the USD 178 Million in net inflows during 
the same period in 2016. The substantial drop in inflows were 
attributed to domestic and international developments including: 
a spate of global terrorist attacks, US air strikes against Syria, the 
Fed rate hike, and several mine closures. Almost 80% of hot money 
was channeled into securities listed on the stock exchange. Close 
to 80% of the outflows were also headed for the US.11  The Bangko 
Sentral ng Pilipinas (BSP) expects foreign portfolio investment 
outflows of USD 900 Million for 2017, unlike the inflows of USD 
404.43 Million registered last year. 

US, UK, and Germany, with only a few firms 
headquartered in developing nations. With 
the increasing impact of digitalization, the 
report proposes that a conducive regulatory 
framework must be adopted, in addition 
to establishing support measures, such as 
innovation hubs and e-government services.9  

years. The country, however, has to address 
red tape and limits on foreign ownership. 
The report also explores the digital economy 
and its impact on global investment patterns. 
Digital multinational enterprises (MNEs), such 
as e-commerce and digital content firms, 
are expanding rapidly. However, the top 
digital MNEs are heavily concentrated in the 

Figure 17:  Net Outflows In Foreign Portfolio Investments For The First Five Months Of 2017

Source: Bangko Sentral ng Pilipinas
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Remittances

For the first 4 months of the year, cash remittances 
amounted to USD 10 Billion, growing by 4.7% 
from the comparable period last year. Land-based 
remittances increased by 5.8%, offsetting the decline 
of 1.4% from sea-based workers. However, in April, 
remittances dipped by 5.9% due to a drop (-7.6%) in 
receipts from land-based workers. The decline can 
be attributed to lower remittances from Singapore, 
Australia, the United Kingdom, and especially Saudi 
Arabia, where some workers were repatriated under 
the Saudi Arabian Amnesty program. Additionally, 
the host countries’ currencies (i.e., Singapore 
Dollar, Australian Dollar, Pound Sterling and Euro) 
depreciated against the US dollar. A third of cash 
remittances were from the US, followed by Saudi 
Arabia, and Singapore.12  

Almost half of the 2.24 Million Overseas Filipino 
Workers (OFWs) are from NCR, CALABARZON, and 
Central Luzon. OFW remittances have been crucial 
in supporting domestic consumption. Remittances 
are mostly used to purchase food and other 
household necessities, although an increasing share 
go to savings. 

Source: Bangko Sentral ng Pilipinas

Figure 18:  OFW Remittances Continue To Grow But At A Slower Pace

Figure 19:  One-Third Of Remittances Are From The US

Source: Bangko Sentral ng Pilipinas
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Fiscal Performance

For the first quarter of the year, the total deficit reached PHP 83 Billion, or 2.3% of GDP, lower than the 3.4% registered for the comparable period in the previous 
year, as growth in expenditures slowed and as revenue collections improved. Expenditures expanded moderately by 4% during this period, a decline from last year’s 
17.3% growth, when election expenditures contributed to higher government spending. Improving collections by the Bureau of Internal Revenue and the Bureau of 
Customs resulted to a revenue expansion by 11.1%, amounting to PHP 532.4 Billion for the quarter. In the first 5 months of the year, expenditures reached PHP 996.5 
Billion, a 7.7% growth from the previous year. In April, however, expenditures contracted by 4.5%. Infrastructure and capital outlays, in particular, dropped by PHP 9 
Billion, or 21.2%.  DBM attributed the lower capital outlays to the absence of big-ticket capital expenditures in the Armed Forces of the Philippines (AFP) Modernization 
Program, such as the purchase of FA-50 aircrafts and anti-submarine helicopters last year. The Department of Public Works and Highways’ (DPWH) lower spending was 
also ascribed to base effects, as the previous administration ramped up spending towards the end of its term. In May, expenditures rebounded, growing by 20% to 
PHP 261.7 Billion. The release of the midyear bonus, the implementation of the Conditional Cash Transfer, as well as various health and education programs as classes 
resume in June, contributed to faster spending. 

Figure 20:  Growth In Fiscal Deficit Declined As Expenditures Expanded At A Slower Pace And As Revenue Collections Improved 

Source: Bureau Of  Treasury
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Infrastructure Spending

The Duterte administration intends to spend a 
total of PHP 8.4 Trillion in infrastructure investments 
by 2022, increasing the share of infrastructure 
spending to GDP from 5.3% in 2017, to 7.4% in 2022. 

To finance the infrastructure gap, the government 
has increased its fiscal deficit target from 2% to 3% of 
GDP. The government will pursue an 80:20 domestic 
to foreign loan ratio. By 2022, the debt-to-GDP ratio 
is expected to decline to 36.7%. During the first 
quarter of 2017, the debt-to-GDP ratio was at 41.9%, 
with the borrowing mix at 64:35 in favor of domestic 
loans. Limiting foreign-currency denominated debt 
reduces the risk from foreign exchange fluctuations. 
Loans will also be complemented with the proposed 
tax reform program to bring in higher revenues.13  

For the first quarter of 2017, infrastructure and 
capital outlay spending grew by only 1.2%, down 
from the 5.3% growth in the previous year. Again, 
the slower growth can partly be attributed to 
the base effects of the election year. Historically, 
government spending accelerates in the first 
semester of an election year, as the implementation 
and completion of programs speed up before a 
new administration takes over.14 Infrastructure 
spending for the quarter was supported by the 
implementation of the DPWH road infrastructure 
projects, capital outlay projects of the Department 
of Health (DOH) and the Department of National 
Defense-AFP, and the country’s contribution to the 
Asian Infrastructure Investment Bank.15  

Source: Bureau Of  Treasury

Figure 21:  Debt To GDP Ratios Are Declining

Figure 22:  Growth In Disbursements Of Infrastructure/ Capital Outlay Declined

Source: Department of Budget and Managemenet
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EMPLOYMENT

Unemployment dropped to 5.7% in April from 6.6% 
in January 2017, and 6.1% in April 2016. However, the 
unemployed were mostly composed of young people: 
those in the 15-24 age bracket comprised around 
half of the unemployed, while those in the 25-34 age 
group accounted for 29.3%. This is a worrying figure as 
the country’s economic growth rests on its ability to 
harness the productivity of its young workforce. The 
Philippines has one of the youngest populations in the 
region, with 95.4% of its population below 65 years. 

The labor force participation rate also dropped from 
63.5% in April 2016 to 61.4%. Regions with the highest 

unemployment rates were Ilocos (11.4%), NCR (7.2%), 
and CALABARZON (7.1%). Workers in services account 
for 55.4% of the employed, followed by agriculture 
workers at 26.1%. While agriculture workers are still 
the least productive, labor productivity improved 
by 8.3% from the same period last year.16 While still 
high, underemployment, or workers seeking better 
job opportunities, continued to improve. In April, 
underemployment was at 16.1%, an improvement 
from 18.3% recorded in the previous year. 

The Department of Labor and Employment (DOLE) 
issued Department Order (DO) No. 174 in March, 
setting stricter guidelines for contractualization. 
The DO increased the capital requirement for labor 

agencies and shortened the validity of the registration 
certificates of the contractors.17 DOLE also received 
PHP 15 Million to employ more labor law compliance 
officers to monitor the implementation of the DO. 

The international Trade Union Confederation 
reported that for the first time, the Philippines was 
included in the top-10 worst countries (out of 139 
countries included in its list) for workers’ rights. The 
report cited workers who were killed for participating 
in trade union activities. The report also noted that 
violence and impunity, which worsened under the 
current administration, has adversely impacted 
worker’s rights.18  

Figure 23: The Philippines Has The Highest Unemployment Rate In ASEAN

Source: Bangko Sentral ng Pilipinas
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BSP EXPECTATIONS SURVEYS

Business Expectations Surveys

Businesses were more optimistic for the second quarter of the year, as the confidence index increased to 42.7% from the 39.4% recorded in the previous quarter. 
The increased optimism was attributed to the anticipated rise in demand during summer, enrolment and harvest periods; increase in orders and production volume; 
expansion of new businesses and products; introduction of better business strategies; inflows of investments with continued trust in government leadership; expectations 
of higher disbursements on infrastructure and business due to the Philippines’ hosting of the ASEAN Summit. The outlook for the next quarter, however, is less optimistic 
as the rainy weather is expected to take a toll on business activities, in addition to the decrease in consumer demand as households prioritize educational expenses. 
Firms in areas outside of NCR are less optimistic than their counterparts in the capital. Domestic-oriented firms expect stronger growth due to higher consumer demand, 
continued business expansion, infrastructure development and investment inflows. Export-oriented firms also had a positive outlook due to the higher production 
volumes of goods including agriculture and manufacturing, among others. Business optimism was more positive across all sectors, except for the manufacturing and 
electricity, gas and water sub-sectors. Firms also expect inflation to inch higher, the peso to weaken, and interest rates to rise.19 

Figure 25:  Businesses Are More Optimistic During The Quarter

Source: Philippine Statistics Authority
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Consumer Expectations Survey

Consumer confidence also continued to rise this quarter, with a confidence index of 13.1%, up from 8.7% in the first quarter. The increased optimism can be attributed 
to improvements in the peace and order situation (although the survey was conducted during the first half of April, before government troops clashed with the Maute 
group); higher incomes and stronger business activity; more jobs and effective government policies. Government assistance, including cash transfers and increased 
pensions, higher OFW remittances, and better harvest also contributed to consumer optimism. However, consumers are less optimistic in the next quarter due to the 
increase in prices of goods, higher expenses for their children’s education, and lower expected income. Although consumer optimism has improved across all income 
groups, those in the high-income categories are the most optimistic, due to an expected increase of investments. Meanwhile, there is an increasing percentage of 
household savings.20  

Figure 26:   Consumer Optimism Continues To Rise

Source: Philippine Statistics Authority
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