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US-China Dispute’s Implications on the Philippines



The Philippines’ bilateral relations in a snapshot
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Relationship with China Relationship with the United States

• The Philippines and China have had some relatively minor disputes.

• The most notable spat between the countries is the territorial claim on the
Spratly Islands in South China Sea, an archipelago that houses large
unexplored reserves of oil and natural gas.

• Since Duterte became the President of Philippines, the country has been
increasingly pro-China.

• The President has publicly called for closer cooperation in various fields
between China and the Philippines, including support for Beijing's Belt
and Road Initiative (BRI).

• However, of the $9 billion total funding agreement signed between
China and the Philippines, only $924 million has been deployed so far,
causing many to question the viability of Duterte’s pro-China stance.

Both countries are the Philippines’ major trading partners

• Unlike China, the Philippines has always shared very strong ties with the
US since early 1900s when the Philippines was a colony of the US.

• After World War II, the Philippines gained independence from the US,
after which the nations have maintained very close relationship in the
absence of geopolitical tensions.

• This changed in 2016 when Rodrigo Duterte was elected as President. As
he steered the Philippines closer to China, the country was moving away
from the US.

• In February 2020, President Duterte ordered the termination of a 1998
Visiting Forces Agreement (VFA) with the US.

• The VFA withdrawal signaled that the Philippines seeks to distance from
its relationship with the United States.

• In April 2020, China stood
as the 2nd largest buyer of
Philippine exports, at
$385.3 million.

• On the other hand, the US
was its 4th largest buyer,
at $316.5 million.

Source: PSA Source: PSA

• Meanwhile, China was
the largest supplier of
Philippine imports by a
large margin, recording
$732.5 million in April
2020 alone.

• The US was the 4th largest
exporter to Philippines, at
$286.1 million.

https://www.scmp.com/week-asia/politics/article/3034666/china-promised-duterte-us9-billion-infrastructure-hes-had-only
https://www.state.gov/u-s-relations-with-the-philippines/:~:text=The%20United%20States%20and%20the%20Philippines%20have%20a%20strong%20trade,and%20services%20traded%20(2086).&text=The%20two%20countries%20have%20a,1989%2C%20and%20a%20tax%20treaty.
https://thediplomat.com/2020/04/is-the-us-philippines-alliance-obsolete/


The Philippines’ exports to the US and China

3

• During the first half of 2019, the top categories of goods exported from
Philippines to the US were:

o Electronic products (53.9%)

o Other manufactured goods (5.9%)

o Machinery and transport equipment (5.6%)

o Wiring sets used in vehicles (5.2%)

o Articles of apparel (4.9%)

• Compared to 1H2018, the country’s total exports to the US increased by
13.26% in 1H2019.

• The increase was mainly driven by electronic products, the Philippines’
most dominant exported products.

• A total of 16.9% of Philippine exports form part of China’s value chain
that is later exported to the US, the tariff imposition by US prompted
American firms to source directly from the Philippines.

• During the first half of 2019, the top categories of goods exported from
Philippines to China were:

o Electronic products (54.6%)

o Other manufactured goods (8.9%)

o Fresh bananas (7.5%)

o Refined copper cathodes (7.3%)

o Other mineral products (5.6%)

• Compared to 1H2018, the country’s total exports to China increased by
13.07% in 1H2019.

• The increase was on the back of higher shipments of electronic products as
well as fresh bananas. However, in terms of value, the Philippines’ top
exports to China remained largely unchanged.

• As demand from US subdues, China is producing less, and is sourcing less
from the Philippines.

Commodity 1H18 Value (USD Mn) 1H19 Value (USD Mn) % Change

Electronic Products 2,420.16 3,033.96 25.36%

Other Manufactured Goods 314.8 330.88 5.11%

Machinery and Transport 

Equipment 

301.44 312.2 3.57%

Coconut Oil 279.82 NA NA

Wiring Sets used in Vehicles 258.77 294.1 13.65%

Commodity 1H18 Value (USD Mn) 1H19 Value (USD Mn) % Change

Electronic Products 2,345.22 2,524.14 7.63%

Other Manufactured Goods 335.43 410.45 22.37%

Bananas (Fresh) 170.75 348.31 103.99%

Refined Copper Cathodes 323.23 337.88 4.53%

Other Mineral Products 217.12 259.44 19.49%

Source: PSA Source: PSA

https://www.scmp.com/comment/insight-opinion/united-states/article/2168594/philippines-caught-between-us-and-china-trade
https://www.scmp.com/comment/insight-opinion/united-states/article/2168594/philippines-caught-between-us-and-china-trade


The Philippines was not really affected by the US-China tension
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Philippines is not a major trading country Low participation in global value chains

• Although the US and China are both major trading partners of the
Philippines, the country was not significantly exposed to the trade war.

• The IMF as well as Bangko Sental ng Pilipinas Governor Diokno
attributed the Philippines’s impartiality as a result of the country’s low
participation in global trade.

• Compared to its neighboring countries, the Philippines’ export as a
share of GDP is one of the lowest, at about 20% of GDP in 1H2019.

• Likewise, the country’s share of world exports is miniscule (only 0.4%)
in 2018, and has been steadily declining since 2000.

• The IMF suggested that the Philippines’s declining participation in the
global value chain relative to its peers explains why the country did not
experience material boost caused by the US-China trade tension.

• The Philippines is also a less conducive as a place for business.

• In the World Bank’s Ease of Doing Business Index, the country was
ranked at 95th in 2019, significantly lower than Malaysia (12th), Vietnam
(70th), Singapore (2nd) and Thailand (21st).

• As a gauge of investment climate such as corruption, political stability
and the protection of property rights, the index explains why US and
China businesses did not relocate to the Philippines.

https://business.mb.com.ph/2020/05/24/ph-still-least-affected-by-us-china-trade-war-bsp/
https://data.worldbank.org/indicator/IC.BUS.EASE.XQ?most_recent_value_desc=false

