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NATIONAL BUDGET MEMORANDUM

For

Subject

1.0 PURPOSE

2.0 MACROECONOMIC AND FISCAL ENVIRONMENT OF THE FY 2027 BUDGET

2.1 Macroeconomic Assumptions

Table 1. Macroeconomic Assumptions, FYs 2026-2030

Projections
Parameter

2026 2027 2028 2029 2030

Real GDP Growth (%) 4.4 3.5-4.5 5.0-6.0 5.0-6.0 5.0-6.0 5.0-6.0

1.7 6.0-7.0 4.0-5.0 2.0-4,0 2.0-4.0 2.0-4.0

57.51 60-62 60-62 60-62 60-62 60-62

68.35 80-190 60-8070-90 60-80 60-80

5.5 5.0-6,0 5,0-6.0 4.0-5.0 4.0-5.0 4.0-5.0

4.0 3.0-4.03.0-4.0 3.0-4,0 3.0-4.0 3.0-4.0

15.2 3.0 4.0 4.0 4.0 5.0
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This National Budget Memorandum (NBM) is issued to provide the departments and 
agencies with information on the FY 2027 Cash Appropriations based on the 
macroeconomic assumptions and fiscal aggregates contained tn the Development Budget 
Coordination Committee (DBCC) Ad Referendum Approval dated June 16, 2026.

For planning purposes, the following are the DBCC-approved medium-term 
macroeconomic and growth assumptions:

: All Heads of Departments, Agencies, Bureaus, Offices, Commissions, 
State Universities and Colleges, Other Instrumentalities of the 
National Government, and all Others Concerned

: BUDGET PRIORITIES FRAMEWORK FOR THE PREPARATION 
OF THE FY 2027 AGENCY BUDGET PROPOSALS UNDER TIER 2 
(PART II)

REPUBLIC OF THE PHILIPPINES 
DEPARTMENT OF BUDGET AND MANAGEMENT 

GENERAL SOLANO STREET, SAN MIGUEL. MANILA
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Projections
Parameter

2028 2029 203020272026

5.0 4.0 4.0 5.05.0 5.0
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The fuH-year inflation average for 2025 stood at 1.7 percent, marking its lowest level 
in nearly a decade. This represents a decline from the 3.2 percent posted in 2024 
and remains within the OOP’s target range of 2.0 to 4.0 percent for the year. 
The deceleration was primarily driven by sustained rice deflation, along with slower 
price increases in food and non-alcoholic beverages and in housing, water, electricity, 
gas, and other fuels. This outcome was supported by the government’s adoption 
of a whole-of-government approach to mitigate both food and non-food inflation, 
involving coordinated policies and interventions across agencies to stabilize prices, 
strengthen supply chains, enhance market monitoring, and provide targeted support 
to vulnerable sectors. Looking ahead, inflation rate assumptions are expected to follow 
a higher path due to elevated global commodity prices and supply shocks arising from 
the ongoing Middle East conflict In light of this, the average inflation rate forecasts 
were revised upward to 6.0 to 7.0 percent for 2026 and 4.0 to 5,0 percent for 2027, 
before reverting to the previous assumption of 2.0 to 4.0 percent for the rest of the 
medium-term.

The peso-dollar exchange rate averaged P57.5 against the US dollar in 2025, 
reflecting a broadly stable exchange rate environment despite persistent external 
uncertainties. Throughout the year, the peso remained supported by strong structural 
foreign exchange inflows, particularly from overseas Filipino remittances, business 
process outsourcing (BPO) revenues, and the continued recovery in international 
travel receipts. These inflows, together with ample gross international reserves and 
easing domestic inflationary pressures, helped preserve overall macroeconomic 
stability. Looking ahead, the peso-dollar exchange rate assumptions were revised 
upward to P60.00 to 62.00/US$ over the medium-term, as depreciation pressures

While the DBCC remains aware of downside risks such as a possible escalation of the 
Middle East conflict, weak consumer and business confidence, and the intensification 
of El Nino, it also recognizes the implementation of mitigating measures aimed 
at supporting economic activity. These include the government’s Unified Package 
for Livelihoods, Industry, Food, and Transport (UPLIFT) program which provides 
targeted assistance to affected sectors. Likewise, the accelerated implementation and 
timely completion of high-impact infrastructure projects and the Luzon Economic 
Corridor are expected to boost productivity and industrial growth, particularly 
in semiconductor manufacturing and construction. Together, these interventions 
are expected to cushion emerging risks and support the country’s medium-term growth 
prospects. Consistent with these developments, the medium-term growth targets have 
been set at 3.5 to 4.5 percent in 2026, and 5.0 to 6.0 percent from 2027 to 2030.

The Philippine economy grew by 4.4 percent in 2025, demonstrating resilience despite 
shifting global trade dynamics and persistent external headwinds. The slowdown 
was largely attributed to climate-related disruptions, concerns over anomalous flood 
control projects, and broader global economic uncertainties, which collectively 
dampened construction activity and private consumption. With this performance, the 
Philippines continues to hold its ground among emerging Asian economies, trailing 
Vietnam (8.0 percent), Malaysia (5.2 percent), and Indonesia (5.1 percent), while 
outpacing Thailand (2.4 percent).

Actual 
2025

Growth of Goods
Import (%) __________
1/ GDP at constant 2018 prices.
2! Inflation rate using the 2018-based Consumer Price Index (CPI) 
3/ Based on primary market rate
4/ Based on the approval by Monetary Board on 31 March 2026.
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could persist amid prolonged Middle East tensions, elevated domestic inflation risks, 
and subdued growth prospects that may weigh on market sentiment.

However, this outlook is tempered by a projected slowdown in global trade due to a 
normalizing inventory cycle and potential supply chain disruptions arising from 
geopolitical tensions. Meanwhile, goods import growth assumptions were also 
adjusted to account for the significant cost impact of higher oil prices, which tend 
to disproportionately increase the import bill given the relatively inelastic demand for 
oil. In particular, import growth is projected to remain at 5.0 percent from 2026 to 2027, 
before easing to 4.0 percent from 2028 to 2029, and reverting to 5.0 percent by 2030. 
Non-oil imports, on the other hand, are expected to grow more modestly, in line with 
slower domestic economic activity, especially following the subdued GDP performance 
in the first quarter of 2026.

For external trade, growth in goods exports accelerated to 15.2 percent in 2025, 
a significant rebound from the 0.44 percent contraction recorded in 2024, largely driven 
by strong export demand for electronic products. Meanwhile, goods imports expanded 
by 5.0 percent in 2025, higher than the 2.03 percent growth in the previous year, mainly 
reflecting increased import values of electronic products, followed by transport 
equipment, telecommunication equipment, and electrical machinery. Looking ahead, 
external trade growth is expected to remain moderate. Goods exports are projected to 
grow by 3.0 percent in 2026 and 4.0 percent annually from 2027 to 2029, before 
gradually increasing to 5.0 percent by 2030. The upward revision in export growth 
reflects firmer global demand for electronics, agri-food products, and minerals, as well 
as the stronger-than-expected performance in 2025.

The 364-day Treasury bill (T-bill) rate averaged 5.5 percent in 2025, lower than the 
6.0 percent recorded in 2024. This reflects domestic developments in inflation and 
monetary policy, including the Monetary Board’s decision to reduce policy rates 
by 25 basis points to 4.50 percent on 11 December 2025. The 364-day T-bill rate 
assumptions were likewise increased from 4.0 to 5.0 percent to 5.0 to 6.0 percent for 
2026 to 2027 and are expected to return to 4.0 to 5.0 percent for 2028 onwards. 
This is consistent with expectations of further Bangko Sentral ng Pilipinas (BSP) policy 
actions as inflation is projected to breach the upper threshold in 2026 to 2027, followed 
by the easing of domestic interest rates as inflation is assumed to return to target 
thereafter.

Meanwhile, the 6-month Secured Overnight Financing Rate (SOFR) averaged 
4.0 percent in 2025, lower than the 4.9 percent recorded in 2024. The 6-month SOFR 
assumptions were maintained at 3.0 to 4.0 percent over the medium term. This reflects 
the potential delay in anticipated monetary easing by major central banks amid 
persistent inflation pressures from the global oil price shock and downside risks to 
growth.

The average price of Dubai Crude Oil (DCO) moderated to US$68.35/barrel (bbl) 
in 2025 from US$79.66/bbl in 2024. The lower year-to-date (YTD) average was driven 
by expanding non-Organization of the Petroleum Exporting Countries (OPEC+) 
oil supply, the gradual unwinding of voluntary production cuts by OPEC+ members, 
and slower growth in global oil demand. Based on prevailing futures market 
expectations, international oil prices are projected to remain broadly subdued in the 
near term, as global oil production continues to outpace consumption, leading to higher 
inventory levels. However, amid the ongoing Middle East conflict, the International 
Energy Agency (lEA) warned that global oil supply and inventories may take time 
to fully recover, as stockpiles remain under significant strain. Accordingly, global oil 
prices are still expected to be elevated based on DCO futures prices. In view of these 
developments, the assumptions for the DCO prices were revised upward to 
US$80 to 100/bbl for 2026, US$70 to 90Zbbl for 2027, and US$ 60 to 80/bbl for 
2028-2030.



2.2 National Government Fiscal Environment, FYs 2025-2030

2.2.1 FY 2025 Fiscal Outturn
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’ Pursuant to EO No. 64. s. 2024, entitled “Updating the Salary Schedule for Civilian Government Personnel and 
Authorizing the Grant of an Additional Allowance, and for Other Purposes", dated August 2. 2024.

The Spending performance in 2025, however, was weighed down heavily by the 
contraction of infrastructure and other capital outlays amid concerns over 
alleged anomalies in the flood control projects of the Department of Public 
Works and Highways. Total disbursements fell short of the P6,082.1 billion 
program by P51.9 billion. More specifically, infrastructure and other capital 
expenditures were P253.8 billion below the PI,350.6 billion program. 
The impact of this shortfall on overall spending performance was partially offset 
by the faster execution of maintenance and PS expenditures.

When compared to the P4.520.4 billion program, total revenues for 2025 were 
lower by P67.0 billion. In particular, tax revenue collection performance was 
strained by external and domestic headwinds, such as global economic 
uncertainties arising from protectionist trade policies, the alleged anomalies 
in flood control projects, and extreme weather conditions.

Tax revenues fell short of the program by P136.8 billion (3.2 percent) mainly due 
to the weaker-than-expected economic growth which was partly driven by lower 
public construction output. Similarly, lower import volumes and the suspension 
of rice importation tempered customs duties and other import-related tax 
collections. Nonetheless, the shortfall in tax revenues was partly offset by 
non-tax receipts, which exceeded the P301.5 billion program by P72,8 billion 
(24.1 percent). This was on account of strong dividend remittances, higher 
interest income from government deposits, and the National Government (NG) 
share in the profits from the Philippine Amusement and Gaming Corporation and 
the Manila International Airport Authority, among others.

Revenue collections in 2025 reached P4,453.4 billion, which was P34.4 billion 
higher than the revenue outturn in 2024. Tax revenues grew by 7.3 percent 
to P4,077.2 billion in 2025, The annual growth was driven by the collections of 
the Bureau of Internal Revenue and the Bureau of Customs, which rose 
to P3,109.8 billion (up by P258.2 billion or 9.1 percent) and P932.7 billion 
(up by P16.0 billion or 1.7 percent), respectively. Meanwhile, combined non-tax 
revenues and privatization proceeds declined to P376.3 billton, lower by 
P242,1 billion or 39.1 percent year-on-year, mainly due to non-recurring 
remittances in 2024 which included the transfer of excess fund balances from 
government corporations and concession fees from Public-Private Partnership 
(PPP) projects.

Meanwhile, full-year 2025 NG disbursements amounted to P6,030.3 billion, 
higher by PI 04.9 billion from last year. The spending growth in 2025 was driven 
by increased transfers to local government units (LGUs), higher personnel 
services (PS) expenditures due to the implementation of the second tranche 
of compensation adjustments for qualified civilian government employees,'' 
increased spending for priority education, health, and social protection 
programs, as well as the regular operating expenses of various line 
departments, and larger interest payments.

Despite external headwinds, the government remains committed to implementing 
timely and targeted interventions through the UPLIFT framework as a 
whole-of-government response to mitigate inflationary pressures, safeguard 
purchasing power, and sustain inclusive economic gro\A/th.



2.2.2 FYs 2026-2028 Fiscal Program
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The current macroeconomic conditions and geopolitical developments have 
increasingly undermined the credibility and relevance of the growth targets and 
fiscal projections in the Updated FYs 2026 to 2030 Medium-Term Fiscal 
Framework, which was approved and published by the DBCC in October 2025. 
The issues surrounding alleged anomalies in flood control projects last year and, 
more recently the conflict involving the United States, Israel, and Iran made a 
drastic impact on the country’s macroeconomic fundamentals. These further 
constrained the NG’s ability to meet its revenue targets, sustain economic 
growth, address key development gaps, and consolidate gains from past 
structural reforms and poverty reduction efforts. Hence, the DBCC decided to 
further recalibrate the NG’s fiscal policy to stimulate economic activity and 
support vulnerable sectors amid the detrimental effects of the Middle East 
conflict as well as the threats of El Nino and climate change.

Accordingly, the deficit targets for FYs 2026 to 2030 were revised upward to 
reflect a more realistic fiscal stance, while remaining fully aligned with growth­
enhancing fiscal consolidation. On average, the medium-term deficit-to-GDP 
ratios will increase by 0.4 percentage point (pp) from the targets approved 
during the 192'^'’ DBCC Meeting.^ Despite this, the deficit path will continue to 
decline by an average of 0.5 pp annually, from the programmed level of 
5.4 percent of GDP in 2026 to 3.5 percent of GDP by 2030.

On the other hand, NG spending will remain significant, with sizable investments 
in human capital and agricultural development programs, as well as public 
infrastructure. Nevertheless, the expenditure-to-GDP ratio will remain on a 
downward trajectory, consistent with fiscal consolidation. Disbursements are

The full-year 2025 deficit was recorded at P1,576.8 billion, equivalent to 
5.6 percent of GDP. This was slightly above the 5.5 percent of GDP program, 
but it remained on a downward trajectory from the 5.7 percent actual in 2024 
and notably the 8.6 percent high during the pandemic in 2021. On the other 
hand, the NG debt-to~GDP ratio stood at 63.2 percent by the end of 2025. 
This represented an increase from 60.7 percent of GDP in 2024 owing to higher 
financing requirements in support of priority development programs and flagship 
foreign-assisted projects. Nevertheless, NG debt remained manageable, 
staying well within the 70.0 percent of GDP debt sustainability threshold set by 
the International Monetary Fund.

Revenue mobilization will continue to be underpinned by efforts to improve tax 
administration through digitalization and enhanced compliance and 
enforcement mechanisms, such as the recently launched Registered Business 
Enterprise Taxpayer Service.^ These measures are designed not only to 
strengthen revenue protection but also to improve the cost of doing business, 
drive investments, and modernize tax administration. As such, revenue 
collections are expected to grow by an average of almost 8.0 percent annually, 
helping sustain a revenue effort of nearly 16,0 percent of GDP on average 
between FYs 2026 and 2030.

2 As approved by the DBCC during its 19V Meeting held on June 23, 2025. Available at; 
https://www.dbm.gov.ph/wp-content/uploads/DBCC MATTERS/Fiscal Proqram/FY-2025-National-Government- 
Quarterlv-Fiscal-Proqram.pdf
3 As approved by the DBCC during its 192"'’ meeting on December 9, 2025. Available at: 
https://www.dbm.qov.ph/wp-content/uploads/DBCC/2026/MTFP-FYs-2025-2Q30 192nd-DBCC.pdf

DOF Press Release (27 January 2026). New RBE Taxpayer Service advances CREATE MORE reforms, 
strengthening PH’s investment readiness. Source: https://www.dof.aov.ph/new-rbe-taxpaver-service-advances-  
create-more-reforms-strenqtheninq-phs-investment-readiness/

https://www.dbm.gov.ph/wp-content/uploads/DBCC_MATTERS/Fiscal_Proqram/FY-2025-National-Government-Quarterlv-Fiscal-Proqram.pdf
https://www.dbm.qov.ph/wp-content/uploads/DBCC/2026/MTFP-FYs-2025-2Q30_192nd-DBCC.pdf
https://www.dof.aov.ph/new-rbe-taxpaver-service-advances-create-more-reforms-strenqtheninq-phs-investment-readiness/


Table 2. Fiscal Aggregates, FYs 2025-2030

2027 2028 2029 20302025 2026
Particulars

Actual

35,877.428,009.9 30,454.7 33,233.9 38,586.1 41,669.3
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Growth Rate 
Revenues 
Disbursements 

Fiscal Balance
Appropriations

Levels, in billion pesos 
Revenues 
Disbursements 
Fiscal Balance 
Appropriations

Percent of GDP
Revenues 
Disbursements
Fiscal Balance
Appropriations

4,453.4
6,030.3

(1,576.8)
6,326.3 »

15.9
21.5
(5.6)
22.6

0.8
1.8

(4.7)
9.7

4,807.0
6,465.9

(1,658.9)
6,793.2

15.8
21.2
(5.4)
22.3

7.9
7.2

(5.2)
7.4

5,205.5
6,900.5
(1,694.9)
7,200.2

15.7
20.8
(5.1)
21.7

8.3
6.7

(2.2)
6.0

5,524.4
7,246.5

(1,722.1)
7,200.2

15.4
20.2
(4.8)
20.1

6.1
5.0

(1.6)

5,993.5
7,614.1

(1,620.6)
7,642.5

15.5
19.7
(4.2)
19.8

8.5
5.1
5.9
6.1

6,519.9
7,978.3

(1,458.4)
7,946.2

15.6
19.1
(3.5)
19.1

8.8
4.8
10.0
4.0

projected to reach 21.2 percent of GDP in 2026 before declining to 19.1 percent 
of GDP by 2030.

GDP, in billion pesos
Sources: DBM, DOF, and DEPDev
V Consistent with the medium-term macroeconomic assumptions approved by the DBCC during its 193rd Meeting 
held on May 25,2026, and the medium-term growth targets and fiscal program approved by the DBCC via an Ad 
Referendum on June 16, 2026.
2/ A positive growth rate indicates an improvement in the fiscal balance, while a negative grovrth rate implies a 
deterioration in the fiscal balance.
3/ Total appropriations for FY 2025, inclusive of the New General Appropriations as authorized under the General 
Appropriations Act (Republic Act No. 12116) and Automatic Appropriations.

Effective prioritization of expenditures, alongside efficiency and sustainability 
measures will be crucial in ensuring fiscal discipline. More specifically, 
the institutionalization of energy efficiency measures, sustainability initiatives, 
and other green practices to enforce responsible management of the country’s 
resources, as embedded in the General Provisions of this year’s General 
Appropriations Act. Furthermore, the reduction in non-essential maintenance 
and other operating expenses can help minimize budgetary pressures and help 
ease the debt burden, while making additional funds available for high-impact 
expenditures. These initiatives must be complemented by ensuring strict 
compliance with the provisions of the New Government Procurement Act,^ 
expediting the implementation of the Government Optimization Program,® and 
facilitating full devolution.

5 RA No. 12009 ("An Act Revising Republic Act No. 9184, Otherwise Known as the "Government Procurement 
Reform Act", and For Other Purposes) was enacted on July 20. 2024.
® RA No. 12231 (“An Act Optimizing the National Government for Efficient Public Service Delivery) was enacted on 
August 4. 2025.

Projections



2.2.3 FY 2027 Proposed Budget

3.0 For information.
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Agency absorptive capacity and implementation-readiness will continue to be 
strong considerations in deciding reasonable funding allocations for new and 
expanded PAP proposals to ensure that every budgeted peso translates to 
meaningful and tangible accomplishments.

The proposed FY 2027 Budget is set at P7,200.2 billion, equivalent to 
21.7 percent of GDP. This is higher by P407.0 billion (6.0 percent) than this year’s 
P6,793.2 billion budget. The proposed budget for next year will focus on 
programs, activities, and projects (PAPs) that seek to create better opportunities 
and address the needs of the Filipino people, helping ensure a more resilient and 
secure future for all.

In crafting the proposed FY 2027 budget, the government is confronted with 
a very narrow fiscal space - further constrained by funding pressures from 
automatically appropriated items, such as the National Tax Allotment shares of 
LGUs and interest payments, as well as the requirements of newly-enacted laws 
and recurrent mandatory expenditures. Hence, with the overarching goal of 
providing more funds for productive and key development expenditures, a careful 
review of agency budget proposals, including increased scrutiny of Tier 1 budget 
levels, was undertaken.

KIM ROBERT C. DE LEON 
Acting Secretary

As such, all proposed PAPs should have undergone the necessary review and 
approval by relevant oversight agencies or committees within the prescribed 
budget preparation timelines to be considered for funding in the proposed 
FY 2027 Budget. Moreover, to facilitate the timely implementation 
of infrastructure projects and maximize their economic multiplier effects, pre­
construction activities, government counterpart funds for foreign-assisted 
projects, as well as the remaining funding requirements needed to accelerate the 
completion of ongoing flagship projects will be prioritized.


