
Philippine Gross Domestic Product grew by 3.0% in the fourth quarter of 2025, 43% lower than the 5.3% growth recorded in the same quarter last year,
according to the Philippine Statistics Authority (PSA). 

This wrapped up 2025 full year growth at 4.4% from 5.7% in 2024, below the government’s growth target of 5.5 to 6.5 percent for 2025. Both numbers are
also below the median forecast of economists at 4.2% for Q4 2025 and 4.8% for full year growth. 

This performance marks the slowest full-year post-pandemic expansion for the Philippine economy. Outside of the pandemic, Q4 2025 is the slowest growth
since Q3 2011 (both at 3%), when the Aquino administration suspended several infrastructure projects over corruption concerns linked to the previous
government, leading to a 31.8% decline in government construction spending.

On the supply side, the Services sector continues to drive overall growth as it expanded by 5.2% in Q4, and contributed 3.2 percentage points to overall GDP
growth. DEPDev Secretary Balisacan noted that despite weather and climate-related disruptions, agriculture, forestry, and fishing posted positive growth of
1.0%, contributing 0.1 percentage point. Industry contracted by 0.9%. For 2025, Services grew by 5.9%. accounting for 3.7 percentage points of total GDP
growth. Agriculture, forestry, and fishing expanded by 3.1% for the year, a notable increase from the -1.6% recorded in 2024, contributing 0.2 percentage point
to overall growth. Industry expanded marginally, contributing 0.4 percentage point.

Among industries, the fastest-growing sectors in Q4 were Human Health and Social Work Activities (+11.5%), Education (+8.4%), Public Administration and
Defense; Compulsory Social Security (+8.0%), and Transportation and Storage (+6.8%). The largest contributors to GDP growth during the quarter were
Wholesale and Retail Trade (0.9 percentage point), Financial and Insurance Activities (0.5 percentage point), and Public Administration and Defense (0.4
percentage point).

On the demand side, exports of goods was the fastest-growing demand component with 22.8% growth in Q4 2025. This was followed by Imports of services
(+4.2%), Household Final Consumption Expenditure (HFCE) (+3.8%), and Government Final Consumption Expenditure (GFCE) (+3.7%). Government
consumption fell significantly from 18.7% in the start of the year (Q1 2025) and 9.0% in Q4 2024 to 3.7% in Q4 2025, reflecting tighter public spending due to
corruption issues and stricter measures on infrastructure projects toward the end of the year. 

For full year statistics in 2025, exports of goods grew by 14.1%, while Government consumption expanded by 9.1% higher than the 7.2 GCE recorded in 2024.
HFCE remained the largest contributor to annual growth, contributing 3.3 percentage points, followed by Government consumption (1.3 percentage points)
and durable equipment investment (0.28 percentage point). 

DEPDev Secretary Balisacan emphasized the role of “quality” public spending in supporting economic activity, and also acknowledged that the flood control
corruption scandal undermined business and consumer confidence: “This outcome reflects several converging factors … adverse economic effects of climate-
related disruptions, which led to several unexpected work suspensions; as well as the measures we are taking to ensure that only the right infrastructure
projects move forward. Admittedly, the flood control corruption scandal also weighed on business and consumer confidence. These challenges unfolded
alongside lingering global economic uncertainties.”

The year 2025 began with steady movement. Economic growth edged up to 5.4% in Q1 (from 5.3% in the previous quarter). This growth was supported by
election-related spending earlier in the year and an 18.7% increase in government expenditure. Q2 growth held steadily at 5.5%. However, in Q3 growth fell
sharply to 4%, well below target and forecasts. The slowdown followed a corruption scandal that exploded during the President’s State of the Nation Address
on July 28, which led to a suspension of infrastructure projects amid investigations by Congress, the Department of Justice, the Ombudsman, and the newly
created Independent Commission for Infrastructure (ICI). As a result, public construction spending fell by 26.2% in Q3. By September 2025, the Bangko
Sentral ng Pilipinas reported that FDI inflows fell to their lowest monthly level in over five years, indicating that political uncertainty had affected investor
confidence and its effects had gone beyond sharp falls in public spending. 

The Organisation for Economic Co-operation and Development (OECD), in its economic outlook forecasts that the Philippines is likely to miss the government’s
previous growth targets, until 2027. The OECD lowered its GDP growth forecast for 2026 to 5.1% from an earlier 6%, and projected a growth of 5.8% in 2027.
These estimates fall short of the government’s 5.5–6.5% growth target of 6–7% target for 2026–2028. According to the OECD, these projections can be
attributed to prospectively lower public spending due to ongoing corruption investigations: “A more persistent-than-expected weakness in public investment
related to tighter corruption controls and weaker investor confidence could weigh on domestic demand over 2026”. 

Meanwhile the International Monetary Fund (IMF) cautioned that the Philippine economy remains vulnerable to external shocks, such as higher global tariffs,
supply chain disruptions, tighter financial conditions abroad, and weaker demand for Philippine exports. It urged the government to strengthen its “buffers”
which are stronger policy reforms and reserves. The IMF emphasized the need for structural reforms to boost long-term resilience and growth. These areas
they cited include: improving the ease of doing business, strengthening transparency and anti-corruption measures, enhancing public financial management,
investments in education and workforce skills, accelerating digitalization, and reinforcing social safety nets to help households and firms adapt to challenges
such as natural disasters and artificial intelligence.
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“Looking ahead, we see 2026 as our rally point. We are
accelerating efforts to restore public trust through
improvements in governance and public services . . . In
infrastructure, we are accelerating the completion of public
works while enforcing stricter anti-corruption safeguards. At
the same time, we are pursuing long-term and high-impact
reforms in infrastructure development planning, guided by
comprehensive science and technology-based master plans.”

“Significant areas of the Philippine economy have been
liberalized in the last ten years, and fiscal incentives have been
rationalized and expanded. These economic reforms need to be
complemented by reforms in transparency, governance, and
ease of doing business (EODB). MBC believes that key
legislation, like the Freedom of Information bill, Amendments
to the Bank Secrecy law, and institutionalizing a budget
process more open to public scrutiny, are important to
economic development. The government should also make
sure that EODB practices are well implemented while the LGU-
level and agency-level digitalization initiatives (such as one-
window portals) are ramped up.”

“If anti-corruption measures and other related priority reforms
that further level up governance standards would be taken
seriously - these would be the missing and remaining important
catalyst that would help improve investor
confidence/sentiment. These anti-corruption measures in turn,
would also lead to more investments, both foreign and local,
create more jobs/employment and other business/economic
activities, as well as support further gains in the local financial
markets.”

“The Philippines missed its target with 4.4% YoY growth,
decelerating to just 3.0% in Q4 as private investment collapsed.
This is a confidence crisis, not an execution problem. Government
spending was strong and exports surged, but couldn't offset the
investment spiral that's now in its fourth consecutive quarter of
decline. Services held while industry contracted, revealing
growth remains consumption-dependent, propped by
remittances rather than productive investment. BSP has space to
ease with inflation at 1.7%, but rate cuts alone won't revive
business confidence. 2026 hinges on structural reforms to
reverse the capex collapse, as trade strength and fiscal support
can't compensate for an investment freeze that threatens
medium-term potential.”

Check out MBC's new and up-to-date
Economy Dashboard today!
https://bit.ly/MBCEconomyDashboard
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Read this report on MBC's website:
https://mbc.com.ph/2026/01/29/economy-
insights-gdp-report-q4-2025-yoy
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