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U.S.-Philippines Trade Deal: A Look at the New Bilateral Economic Landscape

The trade deal between the United States and the Philippines, finalized during President Marcos Jr.'s visit to
the White House on July 22, 2025, marks a significant moment in their economic and strategic relationship.
While presented as a mutually beneficial agreement, its terms highlight the asymmetrical nature often seen

in trade negotiations between larger and smaller economies.

Key Trade Terms and Tariff Structure:

« Philippine Exports to U.S.: Philippine goods entering the U.S. will face a 19% tariff. This is a
slight reduction from a previously threatened 20% but remains higher than the 17% relief offered to
some other nations and higher than tariffs on Vietnamese goods (20%) and similar to Indonesia's
(19%).

« U.S. Exports to Philippines: Conversely, a broad range of American goods will enjoy zero
tariffs when entering the Philippine market. This includes sectors like automobiles, soybeans,
pharmaceuticals, and other manufactured products, providing a considerable competitive advantage

to U.S. exporters in the 110-million-strong Philippine consumer market.

Economic Impact Assessment:

The existing trade relationship exhibits a substantial imbalance, with Philippine goods exports to the U.S.
valued at approximately $14 billion in 2024, contributing to a nearly $5 billion trade deficit in favor of

the

U.S. This agreement is likely to further accentuate this disparity. American producers are poised for
significant gains due to tariff-free access in key sectors. However, Philippine exporters, especially in
electronics, textiles, and food processing, will continue to face high tariff barriers in the American market,
raising concerns about the long-term sustainability of their export strategies and potentially constraining

overall economic growth.

Reception and Critical Analysis:

The Philippine government has officially welcomed the deal, portraying it as a diplomatic success for
avoiding even higher threatened tariffs and strengthening strategic ties. Critics, however, argue it offers only
marginal improvement, failing to address fundamental structural imbalances. Concerns have also been raised
about the lack of detailed implementation guidelines, sector-specific schedules, and clear review

mechanisms, which could affect fair and transparent trade practices.
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Globally, this agreement fits into a pattern of bilateral "reciprocal” trade deals pursued by the U.S., which
some international observers view as leveraging tariff threats to favor larger economies. Regional economic
institutions like the Asian Development Bank have noted increased trade uncertainty and fragmentation of

multilateral systems due to such bilateral arrangements.
Implementation and Future Considerations:

The agreement currently lacks specific timelines and detailed protocols for operationalizing the new trade
terms, including customs procedures and dispute resolution. Philippine trade experts recommend
incorporating periodic review clauses to address potential inequities. The U.S. is pursuing similar bilateral

negotiations with other countries, with this Philippine agreement potentially serving as a template.
Overall Assessment:

The U.S.-Philippines trade deal exemplifies the challenges smaller economies face in contemporary trade
negotiations. While U.S. exporters gain clear advantages, Philippine exporters continue to confront
significant barriers. The agreement also solidifies the strategic alignment between the two nations, enhancing
security partnerships for the Philippines even under less favourable economic terms. Its long-term success
will depend heavily on the clarity of its implementation details and the development of mechanisms to

address trade imbalances and ensure mutual benefit in the evolving Asia-Pacific trade landscape.
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