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Macro Movements: Economy Posts Weakest Growth in 5 Years; BSP Braces for Aggressive Tightening

Philippine economy posts weakest quarterly growth in five years at 2.8% in Q1 2026
» Q12026 GDP expanded only 2.8%, slower than the 3% in Q4 2025 and 4% in Q1 2025, marking the weakest print since Q1
2021 and falling well short of full-year forecasts of 4.4% (ADB) and 5.2% (private sector consensus).

» Growth was almost entirely carried by services (+4.5%), while agriculture (-0.2%) and industry (-0.1%) both contracted. Gross
capital formation fell 3.3%, pointing to a meaningful pullback in investment activity.

Deutsche Bank warns of unanchored inflation risk; BSP may deliver 50 bps hike next

» Deutsche Bank Research expects the Bangko Sentral ng Pilipinas (BSP) to hike by 50 bps at its next meeting, whether off-
cycle or at the scheduled June 18 review, bringing the policy rate to 5%, followed by an additional 25 bps in August to reach
5.25%, after BSP Governor Remolona signaled openness to an off-cycle hike amid April’'s 7.2% inflation print.

» Analysts note the BSP can only smooth FX volatility rather than defend a specific peso level, with a recovery contingent on a
concrete Iran-US peace deal reopening the Strait of Hormuz.

Industry Movements: El Nifio Threatens Rice Output; Exports Sustain 16-Month Growth Streak

El Nifio threatens to cut Philippine rice output by 700,000 MT, raising food security concerns

» The Department of Agriculture (DA) warns that a strong El Nifio, with a 92% probability of occurring in Q4 2026 and potentially
extending into early 2027, could slash rice production by up to 700,000 MT or 3.5% of the annual target, compounding on an
already weak Q1 where output fell 6% year-on-year to 4.4 million MT.

» Without timely intervention, the DA warns of higher food prices and supply chain disruptions, particularly for low-income house-
holds. Proactive measures including cloud seeding, solar-power irrigation, and crop diversification have been deployed.

Philippine exports extend 16-month growth streak, reaching $29.93 billion in the first four months of 2026

» Export sales reached $7.21 billion in April, up 6.3% year-on-year, marking 16 consecutive months of export growth. The
January to April total of $29.93 billion represents the strongest four-month export performance in over four years, led by
electronics at $3.44 billion or 47.7% of total receipts.

» The US remained the top export destination at $1.30 billion, followed by China, Japan, and Hong Kong. The DTI flagged
ongoing external risks including the Middle East tensions, FX volatility, and exporters’ reliance on imported inputs.

Investment Insights: Philippines Draws $3.4 billion from Japan; AU and NZ Firms Eye Local Expansion

Philippines secures $3.4 billion in investment pledges from Japanese firms during Marcos state visit

» President Ferdinand Marcos Jr. secured $3.4 billion (~ P210 billion) in investment commitments from top Japanese
corporations during a high-level business roundtable in Tokyo, with capital inflows expected to expand domestic industrial
capacity and create high-quality jobs across critical growth sectors.

» Trade Secretary Cristina Roque highlighted opportunities in high-technology manufacturing and green investments to secure
regional supply chains, while Tourism Secretary Dita Angara-Mathay pitched high-value hospitality and eco-tourism
opportunities, underscoring Japan’s role as one of the Philippines’ largest and most strategic economic partners.

Australian and New Zealand firms signal expansion plans following PEZA-led business mission

» A PEZA-led business mission to Melbourne generated investment interest from Australian and New Zealand firms across Al,
outsourcing, manufacturing, renewable energy, and aviation technology. Key commitments include Appen Butler Hill’s plan to
add over 1,100 jobs to its existing 2,500-strong Philippine workforce, and Cloudstaff’'s continued expansion across multiple
PEZA and BOl-registered sites.

» Additional interest came from firms in hydrogen-electric aircraft development, food manufacturing, and coconut-based food
products, as PEZA positions the Philippines as a strategic destination for scalable, service-oriented operations in the region.
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