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Why this discussion (report) matters?

1. The Philippine economy is
stable but fragile

2. Growth is manifesting,
Inflation is under control, but
confidence is thin.

3. This is not a crisis story. This is
a credibility story.
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Figure 1. GDP growth (in %)
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Salient findings
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Source: PSA via CEIC Economic Database
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Figure 2. Investments (in billion PHP, constant 2018 prices)
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How we analyzed the economy?

Descriptive approach

1. Thisreport tracks how the economy behaves across
time.

2. Itlooks at what happened, what is happening, and what
is likely

Why this matters?

1. Helps households, firms, and policymakers manage
risks.

2. Avoid guesswork and ideology.
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A systems thinking approach: The building blocks of the economy

Macroeconomic blocks (Rivera et al. 2024; Debuque-Gonzales and Corpus 2023)

Prices

1. Domestic demand (consumption, investment,

Employment
government spending) = R
2. Trade and external sector T |
Domestic demand
3. Labor and employment I e == [P
4. Monetary and financial conditions Panklerding e e e —
9 10-year Treasury rate Investment 13 demand [
5. Prices a n d inﬂ.atiOn ﬁ‘ 91-day Tr;l;sury rate | [Gov‘t consumption |----- - Expenditure
Why this matters? [ Trade
Exports Bl poe -
1. An economy works as a system. When one block 1 ul :—’ .
weakens, others feel it. Imports

Debuque-Gonzales and Corpus (2023, p. 21); Debuque-Gonzales and
Corpus (2024, p. 6).
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3. Investmentis the weak link, especially public
infrastructure execution.
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1. We are consuming our way forward but not investing
enough.

Source: PSA via CEIC Economic Database
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Figure 5. Trade statistics
a. Value (in billion PHP) b. % y-o-y
Philippine
Institute for 9,000 0 50
Development
Studies 8,000 A0
7,000 -500 30
6,000 20

-1,000
5,000 10

4,000 0
-1,500
3,000 -10
2,000 2,000 -20
1,000 -30
External (trade) sector ’ T
2019 2020 2021 2022 2023 2024 ' 2019 2020 2021 2022 2023 2024
Opportunities and riSkS Net Exports (RHS) e |mports g Exports Net Exports sgess|mports essgessExports
Sa [ient fi nd i ngs Source: PSA via CEIC Economic Database; authors’ computations.
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Source: PSA via CEIC Economic Database; authors’ computations.
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Labor market

Resilient but uneven

Salient findings
1. Employmentis broadly stable

2. Agriculture jobs declining

3. Services dominate but many are low productivity or

informal

Key takeaway

1. Job quantity has improved faster than job quality.
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Figure 8. Unemployment and
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Figure 9. Labor Force Participation Rate
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Source: PSA via CEIC Economic Database; authors’
computations.

Figure 10. Employment by sector (in million persons)
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a. BSP target reverse repurchase (RRP) rate vis-a-vis Fed's rate

6.5
6
5.5
3
4.5
a4
3.5
3
2.5
2
L] [ ] [ J 1.5
Inflation and monetary conditions o
0
The real constraints are inflation, resources, and state capacity, e TS SEEFTFSEEFIFSEEFTISEsESS
w—— B5P Reverse Repurchase rate US Federal Funds rate target range
Salient findings
1. Inﬂ.ation COOled Signiﬁcantly Fi1g0ure 20. Headline and core inflation (% y-o-y)
2. BSP shifted to easing :
7
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cautious f: T
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Key takeaway 2 o
;
1. Money is available. State capacity and confidence is e e NN P S e mee
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2. Money may be unlimited but effective governance is Source: BSP via CEIC Economic Database

not.
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Outlook for 2025-2026

Baseline forecasts

Reality check
1. Below pre-pandemic potential

2. Economic growth patterns pre-
pandemic seems to be unreplicated
post-pandemic

3. Depends heavily on execution and
credibility
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Key risks ahead

Headwinds to watch out for

Downside risks 2

1. Global slowdown and prottil‘:
Y

2. Climate shocks and food i fle tic

3. Weak investment recovery
4. Governance and policy cre¢
Critical concern

1. What future do we actually
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A futures thinking approach to macroeconomics

What is futures thinking?

* A systematic, multidisciplinary approach to Principl f
exploring potential futures, not predicting a rincipies o
single outcome, by analyzing trends, drivers, Futures Thinking
and possibilities to inform better present-day
decisions for resilient strategies and policies,
using tools like scenario planning and

/
backcasting to shape desirable futures and °o® /N e
avoid undesirable ones. X X ] o0’ \.<

* Moves beyond short-term focus, encourages ©
creativity, and builds long-term capability for
individuals, organizations, and governments to The future is not The future is not The future can be
navigate uncertainty and drive transformative predictable. predetermined. influenced by
change. individual choices.
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A futures thinking approach to macroeconomics

. : -
Why forecasting alone is not enough? R YRR

Forecasting

1. Projects today forward

2. InaVUCAD world, VU CAD

*  Volatility can be countered with vision

* Uncertainty can be mitigated with understanding

*  Complexity can be countered with clarity is an acronym for the words Volatile,
Uncertain, Complex, Ambiguous, and

Disruptive, which are terms used to

3. AVUCAD world compels us to design the future that we want describe a challenging economic
environment.

* Antidote to ambiguity and disruption is agility

Backcasting

SOURCE: DISRUPTIVE LEADERSHIP INSTITUTE

1. Start with the future. Work backward to today.

2. What do we need to do now to achieve our intended future? e

3. Should we allow our past to dictate our future?

Service through policy research @ pids.gov.ph @ QMO pidsgovph @ pidsgovtph
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The future Philippine economy that we want

Ambisyon 2040: Matatag, Maginhawa at Panatag na Buhay.

Desired future:

Become a prosperous, predominantly middle-
class society by 2040, where no one is poor,
people live long, healthy, smart, and innovative
lives, and reside in a high-trust, resilient nation,
anchored by the goal of achieving a "matatag,
maginhawa, at panatag na buhay" (strongly
rooted, comfortable, and secure life) for all
Filipinos.
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Let's do futures thinking anchored on backcasting

What must be true by 20307

BACKCASTING
For this future to exist, we must have: FROM THE IDEAL

Credible public investment
Stable inflation without emergency controls

Strong regional economies

Innovation

Skilled future-ready workforce

o s bbb =

Trusted institutions
FORECASTING FROM

Key ta ke away: THE STATUS QUO

1. The future fails not in 2040 but in our
decisions today.
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Let’s do futures thinking anchored on backcasting
What must be done NOW (2025-2026)7

Immediate priorities:

1. Governance as macro policy. Enforce rules, @

reduce leakages, restore trust.
eness & Defining
success

2. Spend better, not just more. Tight fiscal space
demands quality spending.

Creative
Solutions

3. Fix public investment execution. Faster, cleaner,
predictable.

4. Prepare for harsher global conditions. Trade

fragmentation, climate risks, geopolitical R, .o
conflicts. Priorities
Baseli
Key takeaway: s s

1. The besttime to do this was yesterday. The

second best time is today. Tomorrow may be too
late.
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Policy message

Good governance is the most powerf
Why?

1. It attracts private investme
2. It makes every peso work heé
3. Itrestores confidenceinun
Key takeaway:

1. Growth is not constrained b

Credibility is cheaper than s

In a VUCAD world, governa
In a fast-changing global en

The economy we want in the
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Ambisyon 2040 and the UMIC status is not just
an outcome. It is a commitment to coherence,
competence, and courage in policymaking.
Policies that make economic sense and may
not necessarily be popular.

I'Iﬁs e Service through policy research
SDfJ’EfSE"‘e“t @ pids.gov.ph ODMO pidsgovph @ pidsgovtph

The reform journey is a
collective one.
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