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Report Highlights:

The Philippines" rapidly expanding production of processed foods and beverages presents robust
opportunities for ULS, exponers of agrnculiural raw materials and high-value ingredients, In 2006, the
industry’s gross value-added output increased 10 percent over the previous vear i 5289 bil lion.
Roughly 90 percent of the industry’s output is consumed domestically; as quality and efficiency
conlinue 1o improve, the Philippines will be in a position o exploil export opporiunities in the region
due 1o ils sirategic location and me mbership in varous free trade agreements, such as the Association of
Souiheast Asia Nations Free Trade Agreemeni (AFTA) and the ASEAN-Ausiralia-New Zealand Free
Trade Agreement (AANZFTA)
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I. PHILIPPINE FOOD &
BEVERAGE PROCESING
INDUTRY

In 2016, the Philippine foamsd
and beverage (F&B)
processing industry’s gross
value-sdided outpul increased
10 percent over Lhe prévious
vear 1o $28.9 billion, and grew
38 percent’ over Lhe past five
years (2012-2016).
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Drug Administralion aré micro o médium-sized businesses, food processors are also among the largest
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. MARKET OVERVIEW

Philippine Market

The Philippine market has a strong and growing consumer base, While annual GDP per capila is about
53,000, two-tenths of the population earn an average annual income of 5125 10", Consumption growth
in the coming vears is underscored by the country’s robust economy and a young. fast-growing, highly-
urbanized population with increasingly sophisticaed asies and ever-growing access (o supermurkels,

Fast Facts™;

= Population: 104 million (July 2007 est.); annual growth rae of 1.6%

» 53% below 24 vears old

= 449 living in urban areas

» High literacy: 96% of the 69 million Filipinos that are 15 years old and above can read and write
* High awareness ol and preference for US. F&B products

» Growing demand for “healthy,” organic, gourmet and convenience foods

« Steady growth in retail, foodservice and food processing industnes

Potential Costomers: Al least 20 million people with an average annual income of $12,510

r T En viromm
The U.5. continues 1o be the Phili ppines° largest supplier of agriculural products, and the Philippines is
s 11 largest global market. U.S, agriculiural exporis o the Philippines increased 11 percent 1o 52.5
hillion in 2006, driven by a robust economy and strong consumer spending. Traders forecast ex pont
sabes in 2007 will increase seven percent o $2.75 billion.

About b5 percent of
LLS. agricultural U5 Exports of Agricultursl Products to the Phillppines
exporis o the
Philippines fow ,
through the F&B ﬁ p
processing industry. I
While wheat, dairy, e
meal, and poultry el I
comprise the bulk of )
sabes, onher ems such P a5
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! Philippine Statigics Awthodity. 2015 Family Income and Exposdinee Sunvey.

* 1A Wodld Factbook (July 2007 ea. )



(werall, there is widespread acceptance of ULS, products which Philippine F&B proce ssors exploil by
highlighting U5, ingredients on product labels,

East and Southeast Asian Markets

As the quality and competitiveness of Philippine processed FEB products improve, exports are
expeciad (o rise. While exports o major irading parine rs such as the United Ststes should continue o
grow, prospects for the lucraive ;

East and Southeast Asian markeis
especially grong because of the
cOUNtry’s sirategic location. The
nation’s capital, Manila, is situated
within a four-hour trip by air o
major porl i the reglon (ax days
cargo vessels). The shor ransit
lime makes it an deal staging area,
especially for froeen and chil lad
products,

Free Trade Agreements

Bilateral and regional free trade
agree menis in receni years have
mtensi fied competition from
ASEAN, Ausiralia, New Zealand
China. As a pany o the
Association of Southeast Asia
Mations Free Trale Agreement
{AFTA), Philippine ¢ xports o the region benefit from the lower common effective tari applicable 1o
producis of ASEAN members. TanlfT rates on all products {with exemplions for a few sensilive
products such as rice) in the ASEAN region fell to between zero and five percent under the Nnmame work
of the ASEAN Trade in Goods Agreement (ATIGA). The ASEAN-Australia-New Zealand Free Trade
Agreement (AANZFTA) provides products from Australia and New Zealand with the same lower Larifls
s ASEAN-onigin products.

While several U.S. agricultural exports 1o the Philippines face higher tarfTs than competing products
imported from ASEAN-member countries and/or ASEAN-FTA member countries such as Australia,
MNew Zealand, China and India, the Philippines” participation in free rade agreements provides a
valuable path for ULS. agricultural raw materials and ingredients 1o grow in tandem with Philippine
exports and penetrate markets throughout the region.

In 20016, the major markets in East Asis—China (including Hong Kong and Macau), Japan, South
Korea and Tadwan—had a combined population of about 1.6 billion people, while Southeasi Asia’s 11
couniries— Brunei, Burma, Cambodia, Easi Timor, Indonesia, Laos, Malaysia, Philippines,



Singapore, Thailand and Vietnam—have a combined population of 641.7 million people.” The average
GDP per capita of Easi Asia was 533,875, and Southeast Asia (including Singapore and Brunei) was
£22,881." When compared 10 Easi Asian economies, the GDP per capita of Southeast Asia ranked No.
4,
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Aside from trade liberali zation, future irade of processed FEB products in the region will be driven by:
1} strong economiic growth and rising incomes, 1) incressing urbanization, 3) demand for greater
product vanety, quality, convenience and safety, and 4) the proliferation of bigger and more
sophisticated retail and foodservice formats.

ial Economic
LS. exporiers of agriculural raw materials and ingredients can reach out 1o F&B processors thal
operate within the Philippine special economic zones or “ecozones™ regulated by the Philippine
Economic Zone Authority (PEZA). Ecozone operators réceive incentives including duty-free entry of
agriculural raw materials and ingredients used for re-export. More information on the Philipping
special economic zones is postad on the PEZA website: hip:/fw ww pera. gov.phl.

ML MARKET STRUCTURE AND ENTRY STRATEGY
A majority of the large F& B processors in the Philippines impont full-container loads of agricullural raw

materials and ingredients directly, while smaller companies inc luding * mom -and-pop™ processors
purchase from importers and distributors. Most of the importers are based in Metro Manila and manage

* Lnited Nations D patiment of Econonic and Social Aflairs, Population Division. "Woekl Populaiion Prospects: The 2017
Rexiskn®

" C1A Wold Factbook



their own distribution, while others appoint

independent distributors to cover the country’s
key provincial areas. The most oom maon entry
srategy for new-lo-market US, exponersis o

offer products (o large processors and imponers,

IV. TOP US PRODUCT PROSPECTS

Below are the top growth prospects for LS.
agriculural raw malerials and ingredients based
o ke rviews with Philippine F&B processors:

TOP PRODUCT PROSPECTS
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Imponed agriculural raw materials can be combined with
locally-available products such as tropical fruits and
vepetables, cacan, sugarcane and sealood o come up with
innovalive product offerings.

The wide acceptance food processors and consumers have
of US. raw malerials and ingredients are a tremendous
advantage for U.S. exponers seeking o develop a market in

— wamusbciewnl _____  the Philippines
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V. TECHNICAL ASSISTANCE AS A MARKETING

TOOL

Some exporiers have been able 1o successfully penetrate the Philippine market by providing technical
assisance o Philippine F&B processors on the applications of mw materials and ingredients. This is
especially true for more “advanced™ ingredients such as protein isolates, and less familiar ingredients
such as dehyvdrated potatoes and pea Mour, Other areas for knowledge iransfer include product
development and innovation, aulomaiion of the production process, product preservation, and

packaging.

VL. RELEVANT REFORTS

The following detailed reporis are available through the FAS homepage ol www.lasusdagoy:



Exponer Guide

Foaxl amd Agriculiural Import Re gulations and Standards
Philippines: Retail Foods

Philippines: Food Service — Hotel, Restaurant & Instiutional

USDA-FAS website: www fasusdagov. Choose “Data & Analvsis™ then “Global Agriculiumal
Information Network.” To access data on U_S. agricultural expors, choose “Data & Analysis™ then
“Global Agricultural Trade System.™

VIL FURTHER INFORMATION AND ASSISTANCE

USDA-FAS al the US. Embassy in the Philippines is ready to help exporiers of U.S. agriculiural
products achieve their objectives in the Philippines. For further information or assistance, please
conlact:

LS, Department of Agricullure

Foreign Agriculiural Service

Embassy of the United States of America
1201 Roxas Boulevard

Manila, Philippines

Trunk Line: (632§ 301 -2(8M)

Website: www.fas.usda gov

Email: AgManila @ las.usda. gov



