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2nd Quarter GDP Growth in line with our forecast
2Q2013 GDP in line with forecast. As we
projected (see previous report entitled ‘2nd
Quarter GDP Growth seen at 7.5%’), the Philippine
economy grew by a robust 7.5% year-on-year
during 2Q2013, topping the Bloomberg consensus
estimate of 7.2%. The result was the highest
recorded for the Asia Pacific Region (see figure 1),
but slightly lower than the downwardly revised
7.7% growth recorded in 1H2013. The second
quarter reading also brought the 1H average
growth rate to 7.6% year-on-year. Among the
ASEAN region, the Philippines distinguished itself
with domestic-led economic growth, while tradedependent peers continue to suffer from falling
export receipts underpinned by weakening global
demand for commodities.
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Figure I: 2Q Economic Growth: Peer Comparison
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Public and private spending propels growth.
Private consumption, which accounted for 67% of
the economy, accelerated by 6.2% year-on-year
(in-house estimate: +6.0%) during the period.
Sustained growth in overseas remittance inflows
(+5.7% year-on-year for 2Q2013) helped support
private spending. After having disbursed more than
three quarters of the planned budget for the year,
government spending soared by 17% year-onyear, slightly higher than our forecast. On the other
hand, investments failed to sustain momentum,
posting only +13.2% year-on-year which paled in
comparison to the 48% year-on-year growth rate
achieved in the 1Q2013. The slowdown was
attributable to the deceleration in private sector
investment spending. Private spending in
construction slowed to 9% year-on-year from 40%
year-on-year in 1Q2013, while government
infrastructure spending rose by 31%, year-on-year
(consistent with the trend during election years).
As expected, trade was disappointing with exports
declining by 6.5% year-on-year, though this was
partially offset by a 3.0% year-on-year slowdown in
imports.
On the supply side, growth was driven by services
(+7.4% year-on-year) which accounted for more
than half of the total GDP. The industry sector
likewise posted a 10.3% year-on-year increase
while agriculture fell by 0.3% year-on-year.

Table I. 2Q GDP Breakdown by Expenditure

BY EXPENDITURE

1. Household Final
Consumption Expenditure
2. Government Final
Consumption Expenditure

3. Capital Formation
A. Fixed Capital

Weight

Growth
Rate

Contribution
to
growth

67%

6.2%

4.2%

13%

17.0%

2.2%

17%

13.2%

2.3%

19%

9.7%

1.8%

1. Construction

9%

15.6%

1.3%

2. Durable Equipment
3. Breeding Stock &
Orchard Development
4. Intellectual Property
Products

9%

5.7%

0.5%

1%

-1.1%

0.0%

0%

16.2%

0.1%

-2%

16.2%

-0.2%

B. Changes in Inventories
4. Exports
A. Exports of Goods
B. Exports of Services
5. Less : Imports
A. Imports of Goods
B. Imports of Services

47%

-6.5%

-3.1%

38%

-8.7%

-3.3%

9%

4.0%

0.4%

46%

-3.0%

-1.4%

38%

-4.0%

-1.5%

8%

2.4%

0.2%

6. Statistical Discrepancy
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Table II. 2Q2013 GDP Breakdown by Industry Group

INDUSTRY GROUP

Growth
Rate

Weight

Agriculture, Hunting,
Forestry, and Fishing
Industry
Services
GDP

Contribution
to growth

9%

-0.3%

-0.1%

33%

10.3%

3.3%

58%

7.4%

4.3%

100%

7.50%

Slowdown seen in the second half. While we
remain optimistic that the government will meet its
growth target of 6.0%-7.0% year-on-year for the
year, a slowdown in the second half is imminent.
The slow down in GDP expansion is a normal
occurrence during election years (see Figure II).
The government has front-loaded government
expenditure during 1H2013, thereby limiting
potential any upward surprises in growth moving
forward. The inconsistency of growth contribution
from investments during the second quarter is a
stark contrast with the previous quarter’s figure.
This indicates that investments could be unstable
as a growth driver going forward. Moreover,
adverse developments globally continue to pose as
a threat to exports. However, this could be partially
offset by a weakening peso. Taking into account
this slowdown in the second half, we reiterate our
full-year growth forecast of 7.0%.
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Figure II. Historical Philippine GDP Growth
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Remain defensive. Private consumption has
been a consistent growth driver, increasing by
over 5.0% for the past two and a half years.
Sustained growth in remittances, which is
supported by a depreciating local currency, has
anchored the uptrend in GDP growth. In turn,
consumer (SM and URC) and property (ALI and
SMPH) sectors are expected to benefit from the
increase in consumers’ spending capacity.
Nevertheless, we maintain our defensive stock
picks (TEL and MER) as uncertainties in the
global economy could cause a massive
withdrawal of funds from emerging market assets
overall.
The Philippines has not completely decoupled
from other emerging market Asian countries,
however, its strong fundamentals will provide the
necessary cushion from the negative investor
fallout from ‘tapering’ neurosis and the
deterioration in the current account deficit of
neighboring economies.
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The views expressed in this report reflect the analysts’ personal views and not necessarily the
Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's
compensation was, is, or will be directly or indirectly related to the specific recommendations
or views expressed by the research analyst in this report.
The information contained herein is published by the Bank of the Philippine Islands Asset Management
and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be
reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its
accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from
publicly available sources or derived from proprietary data. Expressed opinions may be subject to
change without prior notice. Any recommendation contained herein does not pertain to any specific
investment objectives, financial situation and the particular needs of any addressee. The information
herein is published for the information of addressees only and is not to be taken in substitution for the
exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG,
or any of its related companies or any individuals connected with the group accepts no liability for any
direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind
arising from any use of the information herein (including any error, omission or misstatement herein,
negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has
been advised of the possibility thereof. The information herein is not to be construed as a solicitation to
buy or sell any securities, futures, options or other financial instruments or to provide any investment
advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have
positions or other interests in, and may affect transactions in securities mentioned herein and may also
perform or seek to perform brokering, investment banking and other banking or financial services for
these companies. The information herein is not intended for distribution to, or use by, any person or
entity in any jurisdiction or country where such distribution or use would be contrary to law or
regulation.
All funds managed by BPI AMTG and affiliates are Trust and/or Investment Management Funds, which
do not carry any guarantee of income or principal, and are NOT covered by the Philippine Deposit
Insurance Corporation. Past performance is not a guarantee of future results. BPI Investment Funds
are valued daily using the marked-to-market method.

