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Philippines records strongest economic growth in over 40 years

Lifting of pandemic restrictions buoys south-east Asian country set to enjoy China ‘boon’
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The Philippines’ economic planning secretary predicts a further boost to the economy this year from the end of zero-Covid in China,
saying it will “surely be a boon” © Jam Sta Rosa/AFP/Getty Images

Mercedes Ruehl in Singapore 6 HOURS AGO

The Philippines has recorded its strongest economic growth in more than 40 years,
defying a global slowdown and rising inflation after lifting all pandemic restrictions at

the end of last year.

The south-east Asian economy grew at an annual rate of 7.2 per cent in the fourth
quarter of 2022, beating economist expectations of about 6.5 per cent growth,
according to Philippine Statistics Authority data. Full-year gross domestic product
increased by 7.6 per cent, its strongest growth since 1976.

The Philippines, which relies largely on remittances from overseas workers and
business outsourcing activities such as call centres, alongside farming and fishing,
suffered one of Asia’s sharpest contractions during the pandemic because of strict

lockdowns.

The government on Thursday attributed much of the growth to the country’s
reopening in the final three months of the year, with the services industry, consumer

and government spending, exports and imports all posting strong rises.

Economic planning secretary Arsenio Balisacan predicted a further boost to the

economy this year from the end of zero-Covid in China, saying it would “surely be a
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boon”.

The upbeat outlook of the Philippines and many of its regional emerging market
neighbours including Indonesia and Malaysia contrasts sharply with that of
developed nations.

Philippine president Ferdinand Marcos Jr, who attended the World Economic Forum
in Davos last week, predicted the economy would keep growing at near 7 per cent this
year.

US and European central bankers speaking at the conference instead vowed to “stay
the course” on interest rate increases to cool down their economies and tame high

inflation.

John Williams, president of the Federal Reserve Bank of New York, said he expected
growth to slow to a “modest” pace of roughly 1 per cent in 2023, while Christine
Lagarde, head of the European Central Bank, projected growth of 0.5 per cent.

However, analysts cautioned the Philippines economy could be hit by inflation even
as they revised up growth forecasts. “High inflation — the headline rate reached 8.1
per cent year on year in December — will drag on the purchasing power of

consumers,” research company Capital Economics said in a note.

“Government spending is also likely to remain subdued. Despite the government’s
ambitious infrastructure drive, total spending this year is set to increase by just 4.9
per cent in nominal terms,” said Gareth Leather, senior Asia economist at Capital

Economics.

Even so, south-east Asia’s emerging market economies have been buoyed by the
fading prospect of more aggressive interest rate rises by the US Federal Reserve,
thanks to signs that consumer spending is starting to ebb, the labour market is
cooling and price pressures have eased. Regional currencies have come under less
pressure as net foreign outflows of bonds eased at the end of 2022, allowing

governments to focus on supporting their economies.

The Association of Southeast Asian Nations, which includes Indonesia, Malaysia, the
Philippines, Singapore, Thailand and Vietnam, was among the fastest growing regions
in the world last year. Economists expect the region’s economic growth to moderate
this year but remain above 4 per cent — higher than the IMF’s latest global average
forecast of 2.7 per cent.

Last week, central bankers in Indonesia and Malaysia also signalled they would focus
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on growth and indicated they expected inflation to moderate.

Bank Negara Malaysia unexpectedly held its interest rate, while Bank Indonesia
raised its benchmark rate by only 25 basis points and suggested it could be nearing

the end of its rate-rise cycle.
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