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Philippine Second Quarter GDP of 5.9% Beats Expectations 

Albeit slower than the revised 6.3% print in the first quarter, the Philippines’ 2Q2012 GDP exceeded expectations and 

registered at 5.9% from a year earlier. Analysts who participated in the Bloomberg survey forecasted the figure to clock-in at 

5.5%. The slowdown was in line with Japan, China, and South Korea which similarly reported slower economic expansion in 

the second quarter. Furthermore, the 2Q2012 GDP read was within the 5.0% to 6.0% year-end target set by the government. 

Table 1. 1Q2012 and 2Q2012 GDP Growth in Asia 

 

1Q2012 
Actual/Revised 

2Q2012 
Actual 

YOY 
Differential 

Thailand 0.40% 4.20% 3.80% 

Malaysia 4.90% 5.40% 0.50% 

Hong Kong 0.70% 1.10% 0.40% 

Singapore 1.90% 2.00% 0.10% 

Taiwan -0.16% -0.18% -0.02% 

South Korea 2.80% 2.40% -0.40% 

Philippines 6.30% 5.9% -0.40% 

China 8.10% 7.60% -0.50% 

Japan 5.50% 1.40% -4.10% 

Source: Bloomberg 

On the demand side, private consumption continued to underpin economic growth expanding by 5.7% year-on-year in light of 

the sustained strength of remittances and BPO receipts. Government consumption, likewise, grew 5.9% year-on-year, 

following the 20.9% uptick the previous quarter and consistent with the Aquino administration’s resolve to boost growth-

supportive spending.  

On the production side, the Services sector expanded 7.6% year-on-year, with robust growth recorded in transport, trade, 

financial intermediation, and real estate. Leading the 4.6% growth in the Industry sector were construction (+10.0% YoY) and 

electricity, gas, and water (+6.2% YoY). Growth in agriculture, hunting, forestry and fishing slowed down to 0.7%, on the other 

hand, amid disruptions in agricultural output. 

Table 2. Philippines’ Second Quarter GDP by Expenditure and by Industry 
By Expenditure 

  Expenditure % of GDP Growth Rate 

Private Consumption 68% 5.7% 

Government Spending 12% 5.9% 

Gross Fixed Capital Formation 17% 8.5% 

Net Exports 
       Exports 53% 8.3% 

     Imports 49% 4.4% 

GDP 100% 
 

  
. 

By Industry 
  Sector  % of GDP Growth Rate 

Agri./Fishery/Forestry 10.2% 0.7% 

Industry 31.7% 4.6% 

Services 58.1% 7.6% 

GDP 100.0% 5.9% 

Source: National Statistical Coordination Board 
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What are the implications of this report? 

Lower odds for more rate cuts. Central bank officials have repeatedly emphasized the need to assess economic conditions 

before moving another notch into its easing cycle even as inflation remains well-managed. We believe that the outperformance 

of the economy relative to expectations has significantly undermined the odds of another rate cut, and that easier monetary 

policy will return to the table only when external headwinds, particularly the crisis in Europe, pose significant threats to the 

growth trajectory. Unless growth decelerates substantially or unless the peso threatens to breach the 40 level again, the rate 

cut last July may be the last for the year. 

Fast-track to investment grade. The Philippines gains momentum in achieving investment-grade status, especially after 

rating agencies cited the need for sustained economic growth as one of the preconditions for a higher credit rating. 

Strong anchor for financial assets. The 2Q2012 GDP figure imparts credibility both to the Aquino administration and to 

optimism for strong corporate earnings, both supportive of Philippine assets in the long run. Obviously, the higher-than-

expected GDP figure, together with the country’s strong economic fundamentals, will generally be beneficial for the Philippine 

bond market in the long run. We, however, think that it was already priced-in for dollar denominated bonds even ahead of the 

announcement. In equities, expectations for accelerating economic growth will continue to benefit cyclical stocks, including 

holding, financial, and property names. 
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