
Household consumption spending stabilization in 2019 cushioned Philippine GDP from 
the sustained deceleration to recent contraction of investments and decelerating 
exports, proving the former was a resilient pillar of domestic growth (see Figure 1).

The flipside of the economy, supply side (see Figure 2) shows volatile agriculture 
which staged a lucky rebound in 3Q19 while services sector (that fed on household 
spending) was stable to a bit downward. It’s half of the entire GDP (supply side) and 
is another pillar of the economy:  mirrors the upbeat consumption. This is due to 
the fact that services are mostly consumer oriented sub-sectors: retail and whole-
sale trade, real estate services/renting, banking and insurance, transportation and 
logistics.

Industry sector composition where manufacturing is huge is in Figure 4, linked to 
both the export sector and food and beverage manufacturing. It’s adversely affected 
by the global trade war (mainly semiconductor and electronics) as well as domestic 
consumption feeding into demand for manufacture/processed food and beverage.

Figure 3  shows that  public construction output growth was in negative territory 
while private construction led growth.

Domestic consumption share was a huge 61.4%.  See Figure 5’s  sub-sectors which add 
up to 83.6% at GDP level and 100% at GNI per PSA; reflects the domestic and inward 
orientation of the economy, yet partly reliant on a lot of external drivers like BPO 
and OFW remittances.  Government is only 10% (in share to GDP)  yet multiplier ef-
fects on domestic demand per Asian Development Bank (ADB) study is 2x. Public con-
struction is a major source of job creation and therefore household spending power.

Government, Gas, Growth Sectors
The  conclusion is that if and when the economy recovers as most economists (for-
eign and local) see back to five-year trend growth of 6% or better this year, the two 
facets of the economy  with the most tailwind behind it would be the Services sector 
(banks, retail, real estate, logistics, transport and communications industries) and 
Household Consumption. Both happen to make up half and more than half of the 
domestic economy, respectively, and mirror each other as household spending goes 
to the consumer oriented services sector and vice versa. 

The major tailwind sources for these two is the combination of what the Philippines 
stands out most vs peers in Asia Pacific: lots of space for policy stimulus, monetary 
and fiscal. This space refers to higher real yield of 1.9% and external debt-to-GDP of 
just 23%.  And the fiscal sector itself is already 10% of the economy which adds to the 
61% share to GDP of households and consumption. 

First tailwind is BSP’s signalling a 50-bp cut  this year. Second, government is legislat-
ing a record P4.1 trillion budget paralleled by the obligated but unspent budget in 
2019 worth P200 billion. Funding for the incremental budget is partly the legislated 
sin taxes worth P54 billion in additional revenues and triple BBB rated plus foreign 
borrowing of up to the budgeted $6 billion (gross) and an extra domestic borrowing of 
P300 billion from 2019’s P1.1 trillion (gross). 

It looks like the conditions are at this point set for a credible bounce of the economy 
and corporate earnings amid the backdrop of currency stability, contained inflation 
and interest rates that may still come off though not as big as last year’s 300 bps 
decline of the 10-year bond rate.  

How much fuel or gas government delivers on these two policy fronts will shape  the 
extra mileage GDP and company earnings growth get this year.

Figure 2.  PH GDP Growth, Industry Side

Market Outlook 

January 2, 2020
Consumer Sector: On Firmer Ground

Sources: PSA, Bloomberg

Figure 1:   PH GDP Growth, Expenditure Side

Figure 3:  Public and Private Construction Growth, Year-on-Year



Figure 4:   PH GDP Breakdown, Industry Sector Figure 5:   PH GDP Breakdown, Expenditure Side


