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November 9, 2023

Philippines 3Q 2023 GDP

Higher than expected growth;
adjust upward 2023 growth
forecast to +5.8%

Rebound in government spending and firm GFCF

Philippines’ real GDP growth in 3Q 2023 expanded +5.9% YoY (2Q 2023:
+4.3% YoY; MIBG: +4.8% YoY; consensus: +4.7% YoY; 9M2023: +5.5% YoY).
The better than expected growth was attributed to rebound in government
spending and firm gross fixed capital formation (GFCF). Adjust upward our
2023 growth forecast to +5.8% from +5.2% previously, and maintain our
2024 growth forecast at +6.5%.

Favourable domestic and net external demand

Domestic demand growth improved to +4.1% YoY in 3Q 2023 (2Q 2023:
+2.8% YoY, revised from +3.0% YoY; 9M2023: +4.7% YoY) mainly due to
rebound in government consumption (3Q 2023: +6.7% YoY; 2Q 2023: -7.1%
YoY; 9M2023: +1.1% YoY) and firmer gross fixed capital formation (3Q 2023:
+7.9% YoY; 2Q 2023: +4.0% YoY, revised from +3.9% YoY; 9M2023: +7.3%
YoY). Nevertheless, private consumption posted slower expansion (3Q
2023: +5.0% YoY; 2Q 2023: +5.5% YoY; 9M2023: +5.7% YoY). Seasonally
adjusted QoQ GDP rebounded +3.3% (2Q 2023: -0.7%, revised from -0.9%).

At the same time, net external demand improved (3Q 2023: +12.9% YoY;
2Q 2023: +8.5% YoY, revised from +7.2% YoY; 9M2023: +2.5% YoY) as exports
of goods and services continue to expand albeit at slower pace (3Q 2023:
+2.6% YoY; 2Q 2023: +4.4% YoY, revised from +4.1% YoY; 9M2023: +2.7% YoY)
while imports of goods & services contracted (3Q 2023: -1.3% YoY; 2Q 2023:
+0.2% YoY, revised from +0.4% YoY; 9M2023: +1.1% YoY).

All economic sectors posted improved growth

All economic sectors posted higher growth during the quarter (Fig. 1) plus
the rebound in mining sector from contraction in 2Q 2023. Construction
sector expanded +14.0% YoY (2Q 2023: +3.6% YoY, revised from +3.5% YoY;
9M2023: +8.9% YoY), followed by the services sector which grew +6.8% YoY
(2Q 2023: +6.1% YoY, revised from +6.0% YoY; 9M2023: +7.0% YoY).
Manufacturing sector picked up to +1.7% YoY growth (2Q 2023: +1.1% Yoy,
revised from +1.2% YoY; 9M2023: +1.5% YoY) while agriculture gradually
improved to expand +0.9% YoY (2Q 2023: +0.2% YoY; 9M2023: +1.1% YoY).
Mining recovers to post +4.5% YoY growth (2Q 2023: -2.9% YoY, revised from
-3.5% YoY; 9M2023: -0.8% YoY).

Adjust upward our 2023 growth forecast to +5.8%

With better than expected growth in 3Q 2023, we adjusted upward our
2023 growth forecast to +5.8% from +5.2% previously. We expect
government expenditure to support domestic demand growth in 4Q 2023
with the push to expedite government programs and projects, as the
economy continue to face headwinds from elevated inflation and interest
rates as well as sluggish external demand. While we maintain our 2024
growth forecast at +6.5%, we expect slower private consumption growth
next year at +5.5% vs. +7.0% previously, as we envisage BSP to keep the
policy interest rate elevated for longer than previously expected.
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Figure 1: Real GDP Growth (% YoY), at 2018 base year

2019 2020 2021 2022 4Q 2022 1Q 2023 2Q 2023 3Q 2023 9M2023

Real GDP 6.1 (9.5) 5.7 7.6 7.1 6.4 4.3 5.9 5.5
Manufacturing 3.8 (9.8) 8.9 4.9 3.9 1.9 1.1 1.7 1.5
Construction 9.7 (25.5)  10.1 12.1 6.2 11.1 3.67 14.0 8.9
Services-Producing Industries 7.2 (9.1) 5.4 9.2 9.8 8.4 6.1" 6.8 7.0
Agriculture, Hunting, Fishery & Forestry 1.2 (0.2) (0.3) 0.5 (0.3) 2.2 0.2 0.9 1.1
Mining & Quarrying 3.4 (18.6) 5.1 5.3 1.8 (2.2) (2.9) 4.5 (0.8)
Domestic Demand 5.7 (12.0) 7.6 9.1 5.5 7.2 2.8 4.1 4.7
Private Consumption 5.9 (8.0) 4.2 8.3 7.0 6.4 5.5 5.0 5.7
Public Consumption 9.1 10.5 7.2 4.9 3.3 6.2 (7.1) 6.7 1.1
Gross Fixed Capital Formation 3.9 (27.3) 9.8 9.7 6.0 10.9 4.00 7.9 7.3
Net External Demand (1.6) 54.8  (35.2)  (25.1) 10.0 (13.9) 8.5" 12.9 2.5
Exports of Goods & Services 2.6 (16.1) 8.0 10.9 14.6 1.0 4.4 2.6 2.7
Imports of Goods & Services 2.3 (21.6)  12.8 13.9 7.0 4.7 0.2 (1.3) 1.1

Source: PSA, CEIC, Maybank IBG Research; r-revised.

Figure 2: Improved real GDP growth in 3Q 2023 but stays Figure 3: Improved domestic demand growth in 3Q 2023

below long term average of +6.4% but stays below long term average of +7.2%
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Figure 4: Domestic demand supported by bigger Figure 5: Demand aggregates’ contributions to real GDP
expansion in government consumption and GFCF growth (percentage points)
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Figure 6: Economic sectors’

growth (percentage points)

contributions to real GDP
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Figure 7: Headline inflation exceeded BSP’s upper end

target since Apr 2022 and peaked in Jan 2023
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Figure 8: Business Outlook (3Q 2023): High number of Figure 9: Rebound in QoQ growth in real GDP (sa)
respondents citing constraints due to rising interest rate
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Figure 10: Philippines PMI-Retail & Wholesale is below 50

Figure 11: Philippines - Stable monthly unemployment

in Sep 2023 rate is positive to private consumption
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Figure 12: Household Final Consumption (2019=100) performance

2019 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
2022 2021 2021 2022 2022 2022 2022 2023 2023
HH Final Consumption Expenditure 100 89.3 92.5 111.9 99.0 96.9 100.0 119.8 105.4 102.2
Group of HH components with value above pre-pandemic level, as at 3Q 2023
1. Health 100 92.7 129.9 115.5 107.6 90.5 136.8 121.9 116.7 98.5
2. Miscellaneous goods and services 100 92.0 103.2  131.3  104.6 98.6 111.9  140.6  113.7  103.6
3. Education 100 87.0 101.9  103.7  105.1 93.5  107.4 1157 112.0  100.0
4. Housing, water, electricity, gas and 100  120.4 107.2 109.4 1055 128.6 108.8 114.1  109.1  136.8
other fuels
5. Communication 100 121.0 959  130.4  123.3  132.7 102.8 137.8 129.0 138.8
6. Food and non-alcoholic beverages 100 108.2 99.1 130.8 105.8 114.4 103.3 135.9 106.4 114.7
7. Furnishings, household equipment
and routine household maintenance 100 81.5 93.8 101.7 89.9 87.2 102.0 111.7 88.4 84.1
Group of HH components with value below pre-pandemic level, as at 3Q 2023
1. Transport 100 502 722 731 8.8 629 8.4 790 947  82.1
2. Clothing and footwear 100 g6 103.9 1125 842 8.3 100.5 1235 823  63.6
3. Restaurants and hotels 100 378 505 770 846 503 731 96.0 1052  61.9
4. Recreation and culture 100 380 453 879 9.4 524 661 1013 90.3  62.6
5. Alcoholic beverages, tobacco 100 61.5 65.0 87.6 65.8 63.1 58.1 90.6 66.1 58.2
Source: Maybank IBG Research
Note: Value above 100 indicates recovery to pre-pandemic level.
Figure 13: Philippines’ Selected Key Major Events in Jul-Sep 2023
Date Major Events/Policy
. 5 Jul o PAGASA declared the onset of El Nino phenomenon, which forecasted to peak between 3Q23 and 1Q24 and could see

Maybank

agricultural production decline by 1-2ppt YoY, resulting in supply shocks that may lift the price of food ingredients.

e 7Aug e Japan-based debt watcher Rating and Investment Information Incorporated (R&l) affirmed the Philippines’ credit
rating at BBB+ and upgraded its outlook from stable to positive.

‘ 17 Aug BSP kept its policy rate unchanged at 6.25% at its fifth meeting for the year.

e 2Aug e The Department of Budget and Management submitted to Congress the proposed FY24E national budget amounting to
PHP5.77t, which is 9.5% higher YoY and equivalent to 21.7% of GDP.

e 5Sep e Rice ceiling price took effect. Under Executive Order No. 39, regular milled rice may only be sold for up to PHP41/kg,
while the price cap on well-milled rice is at PHP45/kg.

e 215ep « BSP paused for the fourth time, keeping its policy rate at 6.25%. BSP cut RRR by 250bps to 9.50%.

e 27Sep e The House of Representatives approved on third and final reading the proposed 2024 National Budget amounting to

PHP5.77t.

Source: BSP, Media reports
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Figure 14: Philippines’ Key Macroeconomic Indicators

2019 2020 2021 2022 2023E 2023E 2024E 2024E
(Revised) (Previous) (Revised) (Previous)

Real GDP (%) 6.1 (9.5) 5.7 7.6 5.8 5.2 6.5 6.5
Private Consumption (%) 5.9 (8.0) 4.2 8.3 5.5 5.6 5.5 7.0
Government Consumption (%) 9.1 10.5 7.2 4.9 3.5 4.1 6.2 6.1
Gross Fixed Capital Formation (%) 3.9 (27.3) 9.8 9.7 7.9 7.0 10.4 10.3
Exports of Goods & Services (%) 2.6 (16.1) 8.0 10.9 2.7 2.7 4.5 8.1
Imports of Goods & Services (%) 2.3 (21.6) 12.8 13.9 1.7 4.0 5.8 10.3
Current Account Balance (% of GDP) (0.8) 3.3 (1.4) (4.6) (3.8) (3.8) (3.5) (3.5)
Fiscal Balance (% of GDP) (3.4) (7.6) (8.6) (7.3) (6.0) (6.0) (5.5) (5.5)
Inflation Rate (%, period average) 2.5 2.6 3.9 5.8 6.0 6.3 3.5 3.5
Unemployment Rate (%, period average) 5.1 10.4 7.8 5.4 4.5 4.5 4.8 4.8
Exchange Rate (per USD, end-period) 50.7 48.0 51.0 55.6 57.0 55.0 54.5 51.5
Benchmark Interest Rate (% p.a., end-period) 4.00 2.00 2.00 5.50 6.50 6.25 5.75 5.50

Source: Bloomberg, CEIC, Maybank IBG Economic Research, Maybank FX Research
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DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
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methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
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financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.
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This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this
respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0OD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by MRPL (Co. Reg No 198700034E) which is regulated
by the Monetary Authority of Singapore. Indonesia: PT Maybank Sekuritas Indonesia (“PTMSI”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by
the Financial Services Authority (Indonesia). Thailand: MST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the
Securities and Exchange Commission. Philippines: Maybank Securities Inc (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and
Exchange Commission. Vietnam: Maybank Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: MIB Securities (Hong
Kong) Limited (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: MIB Securities India Private Limited (“MIBSI”) is a participant of the National Stock
Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). MIBSI is also registered with SEBI as
Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057). UK: Maybank Securities (London) Ltd (Reg No 2377538) is authorized and regulated
by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating
to those companies.

Singapore: As of 9 November 2023, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or
underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 9 November 2023, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 9 November 2023, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does
not hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research
report.

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of Maybank IBG.

Definition of Ratings

Maybank IBG Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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