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US stocks edge lower as Greek government fails to reach agreement with creditors

30 Jan 2011
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» US stocks declined slightly on Monday (Jan 30) as Greek debt talks stalled. All three major

indices ended red with the Dow declining 0.05%; the S&P, 0.25%; and the Nasdag, 0.16%.
Stocks fell more than 1% early in the session as the Greek government failed to reach an
agreement with its private bondholders over the restructuring of 200B euros of debt.
Losses were however pared down later in the session as optimism that the good economic
outlook in the US can offset troubles in Europe. Still, financials were the biggest drag
yesterday as Bank of America fell 3%. Material, technology and telecom related stocks on
the other hand led the late turnaround suggesting the US market is showing resilience and
is starting to decouple from the European market. European stocks were down more than
1% yesterday with the FTSE 100, CAC 40, and the DAX declining 1.09%, 1.60% and
1.04% respectively.

GDP growth slows to 3.7% in 2011
» The NSCB reported yesterday that the Philippine economy grew by just 3.7% in 2011

compared to 7.6% in 2010 amid external economic woes, government under spending on
infrastructures, and decline in exports. This is lower than the government’s target of 4.5-
5.5%. For the fourth quarter alone, GDP grew 3.7% amid government efforts to increase
spending. This is slightly higher than the adjusted 3Q GDP growth of 3.6%. Data from the
NSCB showed that public construction was the biggest drag in the country’s GDP as it
declined by 29.4% for the full year. Public construction nonetheless picked up in the fourth
quarter due to a delay in the implementation of PPP projects. The decline in public
construction was however partially offset by good performance by the service sector which
accounted for more than half of the country’'s GDP. The service sector grew 5% YoY and

5.9% for the fourth quarter. 01



Globe Telecom signs US$90M loan with China Bank to partially fund 2012 capex

» In a press release, Globe Telecom announced that it signed a 10-year US$90M

floating rate term loan facility with China Bank to partially fund capital expenditures for
2012. Set expenditures for this year include the company’s US$790M investment for
its 5-year network modernization and IT transformation program which aims to boost
voice and data capacity in anticipation of the growing demand for broadband and
mobile data use. Of the said amount Globe is aiming to spend US$640M for 2012 and
2013. Globe added that Fitch ratings upgraded its long term foreign and local currency
IDRs to BBB- from BB+ with a stable outlook and it had a debt to equity ratio of 1.04 as
of end-September 2011.

BPI posts P12.8B net income in 2011

» The Bank of the Philippine Islands announced that its profits rose by 13% YoY to

P12.8B in 2011 driven by increases in its interest and non-interest income. This
translated to an ROE and ROA of 15.2% and 1.6% respectively. BPI's total revenues
grew by 7% as net interest income and non-interest income grew 10% and 3%
respectively. The Bank’s loan portfolio increased by 20% over the previous year,
reaching P453B, while its NPL ratio fell further to 1.9% from 2010’s 2.1%. Operating

expenses increased 12% brought mostly by salary related increases.

Union Bank posts 23% increase in profits

» Aboitiz-led Union Bank of the Philippines announced that its profits rose 23% to

P6.595B in 2011 compared to P5.353B in 2010. Its non-interest income jumped 56%
to P9.56B lifted by trading gains which amounted to P5.40B (+89% YoY). Income from
service charges, fees and commissions also increased 24%. UBP’s interest income
however declined by 1.29%. Loans and receivables increased by 11% while its

expenses rose 26%.

BacMan geothermal plant delayed to September

» EDC confirmed reports that it expects to complete the rehabilitation work of the

BacMan geothermal plant by September. The plant was originally scheduled to run by
July of last year but the company said that more issues were needed to be addressed

before the plant can run properly.

Php versus US$ : 1-Year Price Chart
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Bank of the Philippine Islands (BPI)
Reiterate Buy

Company Snapshot
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Price Performance
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BPI +9.1% 0.8% +11.1%
PSEi +6.2% 3.1% +17.0%

Steady and Strong

» Strong 2011 Performance. BPl has consistently been among the
industry’s best in terms of delivering consistent and profitable bottomline
figures. 2011 was no exception, as the bank announced that its
unaudited FY2011 Net Income for reached P12.8B (+13.4% YOY).

Amounts in billion pesos; 2011A figures were derived from latest company disclosure
Sources: Company Data, Wealth Securities estimates

Against our forecasts, BPI surprised positively in terms of delivering solid
Non-Interest Income. Net Interest Income, however, was slightly below
our forecasts as the effects of the 20% loan growth for 2011 have not
been fully felt yet. Moving forward, we expect BPI to continue delivering
consistently high levels of profitability and efficiency, with focus on
increasing recurring income streams.

» Maintaining BUY. We maintain our BUY rating on BPI. We upgrade our
target price for BPI from P64.00 to P73.00 based on the bank’s
continued strong performance. Further, we think that the stock is trading
at undemanding valuations, as it is trading well below its peak PBV
valuation of 2.76x (which it reached in 2007) even as the PSE Index
recently established new all-time highs. At its current price, BPI is only
trading at 2012E PBV of 2.15x.

ND Fernandez
T: 634.5038 local 8152
E: nd.fernandez@wealthsec.com

Amounts in billion pesos; 2011A figures were derived from latest company disclosure
Sources: Company Data, Wealth Securities estimates
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Please Read!

The information and opinions in this report were prepared by Wealth Securities, Inc.
The information herein is believed to be reliable and has been obtained from public

sources believed to be reliable. Wealth Securities makes no representation as to the
accuracy or completeness of such information.

Wealth Securities may engage in securities transactions, on a proprietary basis or
otherwise, in a manner inconsistent with the view taken in this research report. In
addition, others within Wealth Securities, including traders and sales staff, may take
a view that is inconsistent with that taken in this research report.

Opinions, estimates and projections in this report constitute the current judgment of
the author as of the date of this report. They do not necessarily reflect the opinions
of Wealth Securities and are subject to change without notice. Wealth Securities has
no obligation to update, modify or amend this report or to otherwise notify a
recipient thereof in the event that any opinion, forecast or estimate set forth herein,
changes or subsequently becomes inaccurate. Prices and availability of financial
instruments are subject to change without notice. This report is provided for
informational purposes only. It is not an offer or a solicitation of an offer to buy or
sell any financial instruments or to participate in any particular trading strategy.
Target prices are inherently imprecise and a product of the analyst judgment.
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