
External Assessment for 
FSSI’s Strategic Planning 
September 2019     

THE PHILIPPINES: MACROECONOMIC LANDSCAPE AND PROSPECTS 

 

Growth slowed down 

For the last nine years (2010-2018), GDP was 

averaging 6.33 percent, making the Philippines one of 

the fastest growing economies in Southeast Asia. 

After enjoying a robust growth in 2016 and 2017 at 6.9 

percent and 6.7 percent respectively, the Philippine 

economic growth moderated to 6.2 percent last year, 

lower than the nine-year average and below the lowest 

band of government’s growth target of 6.5 percent.  

In 2018, the economy was dragged down by lower 

growth in global trade, domestic high inflation and 

widening net export deficit. 

 

Two quarters past 2019, GDP growth slowed down further to 5.5 percent against the 6.2 percent growth 

on the second quarter of 2017-2018 mainly because of the four-month delay in the approval of the national 

budget.  

Despite the harsh effects of inflation, the economy remains strong. 

The economy remained bullish in finishing an above 6.0 percent growth rate in 2018 after hurdling the 

highest domestic inflation rate in almost a decade. It also outpaced its ASEAN peers and is still recognized 

as one of the fastest growing economies in Asia.  

The economy’s strong fiscal health is supported by an uptrend in revenue collections and conversely, the 

downtrend in debt to GDP ratio which declined from 51.0 percent in 2011 to 41.9 percent in 2018, in line 

with government objectives for fiscal sustainability.    

The strong overall economic growth was also the basis for maintaining the “BBB” investment rating 

accorded by three global debt watchers, S&P Global Ratings and Moody’s Investors Service and Fitch 

Ratings.  

 

 

High growth rates in government spending and investment  

Figure 1. GDP Growth Rate 

Source: PSA 

Table 1. Growth Rates of National Accounts 



Alongside GDP, government expenditures and capital formation have been posting high growth rates from 

2011 to 2018. Their growth rates for almost two 

decades peaked last year at 13.0 percent and 13.2 

percent respectively as the government speeds up 

its big infrastructure projects. Under investment, the 

top two contributors are construction and durable 

equipment, indicating a resilient business confidence 

in the economy. 

Consumption, which largely drives the economy of 

over 108 million, has expanded fast as well but only from 2011 to 2016.  

Unlike most of its ASEAN neighbors which rely heavily on trade, Philippines is driven by strong domestic 

demand which cushions its economy from the worst effects of global trade tensions.  

With public and private investment sustaining strong growth for the economy, Mr. Kelly Bird, ADB Country 

Director for the Philippines, believes that “The Philippine economy is on a healthy growth trajectory”, (Asian 

Development Bank Outlook, 2019). 1 

Industry keeping up with services 

Industry, especially in recent years, have recorded the 

fastest growth among the three major economic 

sectors. Manufacturing improved from 2011 to 2016 

and was even more productive the year after. However, 

as the cost of production rose due to global oil price 

hikes, the outputs of manufacturing sector trimmed 

down in 2018. 

As early as 2005, construction was already sustaining 

high growth rates until 2016. It declined shortly in 2017 but almost tripled its growth in 2018 due to the big 

infrastructure projects of the Build, Build, Build program. 

The service sector, which generates the largest GDP contribution, has delivered a stable performance for 

the last nine years. Among its subsectors, Trade/Retail has sustained an uptrend from 2005 to 2017. 

The consistent improvement in tourism subsector 

since 2012 is also notable as indicated by the 

increasing share of Tourism Direct Gross Value Added 

                                                           
1 https://www.adb.org/news/strong-domestic-demand-fuel-faster-philippine-growth-2019-adb 

TYPE OF EXPENDITURE 1999-2001 2002-04 2005-10 2011-16 2017 2018

----------------------------------------------------------------- ---------------- ---------------- --------------- -------------- -------------- --------------

GROSS DOMESTIC PRODUCT 3.5 5.1 4.9 6.1 6.7 6.2

1. Consumption 4.4 5.5 3.8 6.1 5.9 5.6

2.  Government Expenditures -2.1 0.5 5.8 7.1 6.2 13.0

3. Capital Formation 4.0 4.3 5.6 12.3 9.4 13.2

      -Construction -2.8 0.8 6.7 8.7 5.8 13.6

      -Durable Equipment 4.5 7.3 6.3 15.3 10.7 12.4

4. Exports 5.6 7.3 5.8 6.3 19.7 13.4

5. Imports 4.9 6.3 4.1 9.0 18.1 16.0

----------------------------------------------------------------- ---------------- ---------------- --------------- -------------- -------------- --------------

     INDUSTRY 1999-2001 2002-04 2005-10 2011-16 2017 2018

----------------------------------------------------------------- ---------------- ---------------- --------------- -------------- -------------- --------------

GROSS DOMESTIC PRODUCT 3.5 5.1 4.9 6.1 6.7 6.2

1. AGRI., FORESTRY AND FISHING 5.5 4.1 2.2 1.2 4.0 0.9

2. INDUSTRY SECTOR 2.0 4.1 4.8 6.8 7.1 6.7

3. SERVICE SECTOR 4.0 6.0 5.7 6.6 6.8 6.8

Table 2. GDP Growth by Sector 

Figure 2. Tourism Direct Gross Value Added (TDVGA) 



(TDGVA)2 to GDP from 2012 to 2018. Last year, tourism recorded the highest contribution to GDP at Php 

2.2 trillion, up by 14.3 percent compared to previous year’s record of PhP 1.9 trillion.  

 

 

Agriculture continues to languish 

Due to major calamities compounded by 

long-term structural and policy 

impediments, agriculture continues to lag 

behind services and industry. 

Fishing, particularly, has been posting 

negative growth since 2011 due to extreme 

weather condition and implementation of 

closed fishing season in some areas. 3 

Among the agriculture subsectors, only 

pineapple and poultry have consistently 

posted positive annual growths for the last 

nine years.  

Indeed, agriculture has been underperforming for the past 2 decades. It grew by an average of 2.9% 

annually from 2000 to 2010, then growth slowed by half to 1.5% from 2011 to 2018. 

 

 

 

 

 

 

 

Inflation is back within target 

                                                           
2 TDGVA serves as the indicator to measure the value added of different industries in relation to tourism activities of both inbound and domestic 

visitors in the country. 
3 Brown, Ernesto O. The Current State, Challenges and Plans for Philippine Agriculture. 2018, November 21. Philippine Council for Agriculture, 

Aquatic and Natural Resources Research and Development.  http://ap.fftc.agnet.org/ap_db.php?id=941 

Figure 3. Inflation Rates 

Figure 2. Agriculture Subsectors’ Performance 
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Inflation has been jumping up and down between 2010 to 2015. It showed an uptrend in the last three 

years which peaked at 5.2% in 2018 due to the global oil price hikes, higher excise taxes and weather-

related disruptions which affected the price 

of key services and commodities.  

However, after exceeding the government’s 

target inflation range in 2018, inflation rate 

seems to have leveled off at 3.0 percent in Q2 

2019 bringing the H1 2019 average to about 

3.4 percent, which is within the National 

Government’s announced target range of 3.0 

percent ± 1.0 ppt for the year. 

 

Employment situation improves 

 

From 2014-2018, unemployment was at an average of 5.96 percent. Despite some losses in agriculture and 

manufacturing, unemployment rates were kept below the 5-year average in the last three years. In 2018, 

unemployment rate dropped from 5.6 percent to 5.3 percent, making it the lowest unemployment rate 

recorded in the last five years.     

Over two decades ago, 40 percent of the employed were in the agricultural sector. In 2018, this has 

declined to 24.3 percent.  On the other hand, 5 out of 10 Filipinos are now employed in the services sector 

as it continues to account for the largest share of the domestic economy.  Among them, those engaged in 

the wholesale and retail trade and repair and trade of motor vehicles and motorcycles accounted the 

largest proportion of workers at 19.4% in 2018 and 19.6% both in 2017 and 2016. 

More recently, the push for industrialization, particularly the resurgence of manufacturing, has resulted in 

the increase in industry’s share to total employment with construction as the biggest employer. 

 
Poverty incidence declines but still high in most parts of Mindanao 
 

0

5

10

15

20

2014 2015 2016 2017 2018

Unemployment Underemployment

Figure 4. Unemployment and Underemployment 
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Figure 5. Employment by Major Sector  



 
 
Poverty declined from 26.6 percent in 2006 to 
21.6 percent in 2015, “due to factors like the 
expansion of jobs outside agriculture, 
government transfers, in particular to qualified  
poor Filipinos through the Pantawid Pamilyang   
Pilipino Program, and remittances,” (World Bank, 
2018). 
 
Despite the downgrade, still some 22 million 

Filipinos—1 in 5 Filipinos—live below the national 

poverty line in 2015. Majority of them are 

farmers and fishermen. 

 

Except for Region XI, all regions 

in Mindanao have poverty 

incidence above the national 

average of 21% in the 1st 

semester of 2018. In fact, three of 

the top 5 poorest regions are also 

in Mindanao with ARMM as the 

poorest at 63%.  

 

 

 

Based on the Regional Poverty 

Incidence data, ARMM is the only 

region with an increasing poverty 

incidence in various years. Its 

GRDP4 per capita barely improved 

from P14,052 in 2009 to P14,657 

in 2018. 

 

 

Economic Prospects 

                                                           
4 Gross Regional Domestic Product 

Figure 4. Unemployment and Underemployment 

Figure 5. Poverty Incidence by Region, 1st Semester, 2018 

Figure 6. Regional Poverty Incidence (Families), percent, 1991-2012 



The country’s economic growth prospects remain positive. As inflation is expected to decline, World Bank 

forecasts GDP to reach 6.4 percent this year and slightly increase to 6.5 percent in 2020 and 2021. 

With low unemployment rate, growing services and industry sectors, lower inflation and strong OFW 

remittances, private consumption is expected to pick up while major public infrastructure projects and 

reforms in business environment continue to drive domestic investments. The strong performance of these 

two growth drivers will offset the weakening external demand. 

Agriculture will likely continue to languish—especially as El Niño weather disturbances are expected to 

prolong dry spells this year—but services, construction, and manufacturing will all drive growth higher in 

the near term. Within services, retail trade will continue to benefit from strong consumption. Likewise, 

tourism will also continue to attract more international tourists from 7.1 million in 2018 to 8.2 million this 

year. 

With projected lower global crude oil prices and liberalization of rice importation, inflation is expected to 
continue to decline. In its 8 August 2019 Forecast, the BSP indicated that inflation remains likely to settle 
within the inflation target of 3.0 percent ± 1 percentage point for 2019 up to 2020. Thus, monetary policy 
is likely to remain unchanged for some time. 

Risks to the inflation outlook are evenly spread out for 2019 and 2020. Higher electricity rates, transport fare 
hikes, proposed increase in the excise taxes on sin products, and a prolonged El Niño episode will increase 
inflation but weaker global economic prospects amid a possible easing in global demand and increased trade 

tensions continue to temper the inflation outlook. 

However, downside risks are intensifying as the global economy faces dimming growth prospects. With the 

convergence of several risks globally, World Bank has already downgraded its 2019 GDP projection to 2.6 

percent, 0.3 percentage below previous forecasts, and 2.8 percent in 2021. Likewise, the IMF projects a 

slowdown in growth for 70 percent of the world economy this year. 

In Asia, growth will also soften from 5.9 percent in 2018 to 5.7 percent in 2019 and 5.6 percent in 2020 

according to the Asian Development Bank (ADB). 

The biggest global headwind that could trigger growth slowdown in the Philippines is the sharp decline in 

US and China economies amid escalating trade tension. 

Since both countries are Philippines’ major investors and trading partners, the severe slowdown in their 

economies will definitely increase the downside risks of our economic growth.  

In the US, the most dangerous sign is the spread of manufacturing recession to consumer spending which 

primarily fuels US economy and the world. It can lead to massive job cuts and an expected 40% spike in 

their household expenses. It will take a toll on our strong BPO growth performance and OFW remittances. 

As the demand for China products weakens due to trade war, the state-owned enterprises which account 

for over 50% of corporate debt are more vulnerable to loan default. It will further increase China’s 

corporate debt level which is already under high financial risk, meaning borrowing has already become 

difficult for many Chinese firms.  

The possibility of a sharper economic decline or crisis could be devastating for both China and the rest of 

the world through which China is integrally linked. 



On the domestic front, the major downside risks of the economy include prolonged El Nino, the new policy 

risks stemming from uncertainty over the remaining tax reform programs and the drastic changes that will 

come alongside the shift to federalism.   
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