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Why this study matters now?

1. 2025 Is a midterm election
year

2. Growth momentum has
softened

3. Fiscal space is tightening
4. Confidence is fragile
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Where we stand today?  oncussonmesseos o azeis

Macroeconomic backdrop (2024-2025) g
Macroeconomic Prospects of the Philippines in Eé
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1. Growth returned but below targets | @
John Paolo R. Rivera, Mark Gerald C. Ruiz, 25
. . and Ramona Maria L. Miral 2 z

2. Inflation normalized &

3. Investment recovery uneven
4. Externalrisks remain elevated

Key takeaway

1. This makes it especially important to understand
temporary versus sustainable drivers of growth.
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2. The Philippine economy is not weak but itis s e e — AT D sk ion
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vulnerable.

3. Theindicators look stable, but stability alone
does not guarantee transformation.
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What the study examines?

How do election-related shocks affect the Philippine
economy?

Approach
1.Macroeconometric simulation

2.Quarterly data, 2002-2023

3.Focus on consumption,
employment, investment, and
government consumption (public
spending)
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Macroeconometric simulation

Figure 1

. Model structure
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Note: Orange boxes denote the exogenous variables in the model. Solid blue lines represent behavioral
relationships, while broken lines represent identities.
Source: Debugue-Gonzales and Corpus (2023, p. 21); Debuque-Gonzales and Corpus (2024, p. 6).
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Table 1. Model equations and variables

Equations

Variables

Domestic demand

log C; = f(log(YD,), empy, Trm —mg,mE)
log (I;) = f(log(¥,) , A(rf" — mf), m7)
logG, = f(XPFF)

logM, = f(fm Xz}

,=C+1,+G +X,— M,

YD, =Y, — RVJXEIR

log(PY) = f(log(CPL,))

¥N = Py,

Trade block

log(X;) = f(log (¥}YoR?) log(xr7:))
log (M,) = f(log(I,),log(X,))

NX, =X, — M,

Employment block
emp, = f(¥;)

Price block
Alog(CPI) =

f(Alog(pg™), Alog(py™e) , Alog(DD,), Alog(xr,))

7, = 100 (;’f‘ -1)

Monetary block
P = f(mf —mp)
rfﬂld = f(rtcbr FPB:/Y,, ‘.I'(f)
i = f(rM,mf)
= @, )
rrold = 1914 _ g
rr:l.ﬂy = r:l.l)y —m,
rrt = —m,
cPIYS
e\ cpr, )
réd = £(r)
rfdf =f(r:mws,l)l’,)

xrre =

Fiscal block
log(RV*¥'%) = f(log(¥;*))

log(RV*8%) = f (log(P M;), log(p?™),log(x:))

log(RV™) = f(log(¥"))
RV[® = RyT¥FIR 4 RyTXB0C
RV, = RV[* + RVNTX
log(XP®) = F(DY,)

XPINT = xpIND 4 ypINF
XP, = XPPR + XpINT

XPIND = pdd o pD |

X" = (2)r/DE
PB, = RV, — XPFR

D, = XPIT + D2, + (
DP = a,D,
pf=(1—-a)b,

i 3
ATE—1.

) DE, — PB, + RES,

C = Household consumption

CPI = Consumer Price Index

CPIUs = US Consumer Price Index

D = National Government (NG) debt (nominal)
DP = Domestic NG debt (nominal)

DF = Foreign NG debt (nominal)

emp = Employment rate

G = Government consumption

I = Investment

M = Imports

NX = Net exports

p®! = World price of oil

priee = Retail price of rice

PB = Primary balance

PY = GDP deflator

rbl = Bank lending rate

r® = BSP policy rate

rdd = Effective interest rate on domestic debt
r#f = Effective interest rate on foreign debt
RES = Debt residual (nominal)

rri! = Real bank lending rate

rril®% = Real 10-year Treasury rate

rrt9ld = Real 91-day Treasury rate

rtl0 = 10-year Treasury rate

rtl0Us = JS 10-year Treasury rate

rt?ld = 91-day Treasury rate

RV = Total revenues (nominal)

RVNTX = Non-tax revenues (nominal)

RVT™ = Tax revenues (nominal)

RVTXER = Internal tax revenues (nominal)
RVTXEOC = Customs revenues (nominal)

X = exports

XP = Total expenditure (nominal)

XPID = Dpmestic interest payments (nominal)
XPI¥F = Foreign interest payments (nominal)
XPINT = Interest payments (nominal)

XPPR = Primary expenditure (nominal)

Xr = nominal peso-dollar exchange rate
XIT = real peso-dollar exchange rate

Y =GDP

YD = disposable income

Y¥ = nominal GDP

YWORLD = World GDP

a= Share of domestic debt in total

m = inflation rate

77 = inflation target (midpoint)

7§ = expected inflation rate

Source: Corpus and Debuque-Gonzales (2023, p. 3).
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Macroeconometric simulation

Figure 2. In-sample simulations
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Blue lines are the actual data, while the
broken red lines are the dynamic
forecasts.
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Figure 3. Election spending shock scenario
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Green lines are the baseline, while the
broken red lines are the shock scenario.
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Headline results

1.Election years stimt
effects are temporary.

2.Election-driven gr
cyclical, not struc
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Channel 1: Private consumption
Household consumption

4 40010

1. Consumptionrises sharply during election periods
2. Driven by transfers, campaign spending, optimism

3. Effects dissipate after elections; quickly reverts post-
election

Key takeaway

1. Households spend more because money circulates
faster.

2. Once the election ends, so does the stimulus. 2 13 W 1% 1§ 1T 1| W W™ ™M B on

3. Thereis no lasting income effect
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Channel 2: Employment

Employment rale

1. Temporary increase in employment be
: : . : ¥
2. Concentrated in construction, logistics, services
04
3. Employment normalizes after elections .
Key takeaway -
1. Realjobs are created but they are short-term. an :
i"
2. Construction, logistics, campaign-related services L ¥
benefit briefly, then normalize. ad
12 13 14 15 8 17 & 10 M0 H 2 2%
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Channel 3: Investment

Iregstmnent
1 001,000
1. Moderate pre-election increase p—
2. Stronger when PPPs are present I
3. Long-term investment remains cautious
1,000
Key takeawa
y y N
1. Investors respond to demand, but they wait for
: R )
clarity.
2. Elections create motion, but not always e 12 43 4 15 W 1T B B W M = on
confidence.
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Channel 4: Government consumption

Sowemmenl cordrnplian

1. Spendingis frontloaded before elections 000

2. Post-election normalization or slowdown

BT 300)

3. Risk of distorted spending priorities p—

Key takeaway -

1. Election cycles influence when we spend, not T
always how well we spend. '
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What election-led gro

Election-led growth is

wl

1. Demand-driven
2. Short-term

TEZT gt e 90N

3. Politically timed

Election-led growth is not

AR

1. Productivity-enhancing

i
e

2. Investment-led

3. Self-sustaining

Key takeaway \

1. The economy grows because money moves not because produ i 1cti
is crucial. .

o
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Link to our macroeconomic prospects 2025-2026

1. 2025 growth partly supported by election stimulus

2. 2026 risks post-election slowdown

3. Without reforms, momentum fades

4. Sustainability depends on reforms, not cycles

Key takeaway

1. This aligns with our macroeconomic prospects

2. Growth holds in 2025, but 2026 depends on what we fix, not what we spend.
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The role of governance

1. Weak governance weakens policy transmission

2. Election cycles amplify volatility

3. Credibility affects investment, currency, and confidence
Key takeaway

1. Governance matters.

2. Growth does not fail because we lack money.

3. Growth fails because institutions fail to convert spending into outcomes.

Service through policy research @ pids.gov.ph @ @ @@ pidsgovph @ pidsgovtph
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Why institutions matter?

1.Rules anchor expectations
2.Credibility lowers risk premiums

3.Predictability attracts long-term
Investment
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Policy implications

1. Strengthen pre- and post-election fiscal discipline

2. Protect capital-forming investments

3. Improve transparency and accountability

4. Use elections as accountability tests, not spending surges

‘ <

1. Intight fiscal space, credible spending is the most powerful growth tool.

Key takeaway

2. Governance multiplies the value of every peso of taxpayer’s money.

=
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Futures thinking

Envision

Work backward
1.What institutions mus
2.What behaviors must c

Service through policy research @ pids.gov.ph @ QMO pidsgovph @ pidsgovtph



2.

Service through policy research @ pids.gov.ph @ Q@M pidsgovph @@ pidsgov



Not theory. Not slogans. Not spending.
What stabilizes economies, especially in
uncertain times, is credibility, which is
built through governance.

I'Iﬁs e Service through policy research
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The reform journey is a
collective one.
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