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14 Mar 2012: 5,050.99 + 45.24

Value T/O, net Php 5,236 million
52-week High 5,070.20
Low 3,705.18
Foreign Buying: Php 3,910 million
Foreign Selling: Php 3,146 million
Dow Jones  13,194.10 +16.42

FTSE 100 5,945.43 -10.43

NIKKEI 225  10,050.50 +151.44

syl HEADLINES

e EEY KBS g US stocks end flat after Tuesday’s huge rally

JG Summit Inc.
SM Investments Corp. » US stocks ended relatively flat yesterday as investors pause to rethink the recent rally that

SM Prime Holdings brought the S&P to four-year highs. The Dow and the Nasdaq gained 0.12% and 0.03%
respectively, while the S&P ended red, declining 0.12%. The S&P hit an intraday high of
1,399.42 before retreating back to 1,394.28. Financials were among yesterday’'s strongest

Belle Corp. movers after the Fed announced their stress test results on banks late last Tuesday. 15 out
Universal Robina Corp.
Ayala Land Inc.

First Gen Corp. ruled that the bank cannot afford to raise its dividends. Citigroup was one of the four banks

JG Summit Inc. that failed the Fed’s stress test. MetLife, another bank that failed the Fed’s stress test, slid

of the 19 major banks surveyed passed its tests. Citigroup declined 3.4% after the Fed

5.8%. Other banks which got passing marks from the Fed gained. Bank of America rose

4.1%, while Regions Financial and Zions Bancorporation jumped 6.9% and 10.5%

Globe Telecom respectively. In other notable movers yesterday, Apple rose for a sixth straight day to
Cebu Air Inc. .
A US$589.58, gaining 3.8%.
SM Investments Corp.
Megaworld Corp. ICTSI enters into memorandum of agreement to run Nigeria port
Robinsons Land Corp. » International Container Terminal Services disclosed on the PSE that the company had

entered into a Memorandum of Understanding with Lekki Port LFTZ Enterprise to negotiate
for a sub-concession agreement to develop and operate the port in Ibeju-Lekki, Lagos
State, Nigeria. Under the said memorandum of understanding, both companies will have
Feb '12 CB Accounts six months to discuss, negotiate, and agree on the terms of the sub-concession agreement

statistics
to provide the facilities, operations, services, and maintenance of the container terminal for

Jan’12 Remittance press
release and statistics a 20-year period. “The container terminal will have a quay length of 1,200 meters, an initial

Feb'12 SPEI draft of 14.5 meters with potential for further dredging to 16 meters, and maximum handling

TA ASM capacity 2.5 million TEUs.”
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Cebu Pacific posts 47.6% decline in net income for 2011

» In a press release, Cebu Pacific announced that its net income for 2011 declined
47.6% to P3.624B from P6.922B the previous year. Pretax net income likewise
declined 41.8% to P3.363B from P5.781B. Consolidated revenues grew 16.7% to
P33.935B from P29.089B in 2010 driven by increased passenger volume and higher
take up from ancillary products. Operating expenses increased 34.3% to P30.408B
from P22.639B mainly due to higher fuel costs. Fuel costs, which constitute around
50% of Cebu Pacific’'s operating expenses, grew 55.2% to P15.221B driven by a

39.3% increase in global market prices of aviation fuel.

Nymex Crude 1-Yr Price Chart
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33.38
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Atlas Consolidated Mining Corp. (AT)
Buy

Company Snapshot

Price (P) 18.00 |
Price Target (P) 20.18 .
Fully diluted Shares O/S (mil) 2,127 m
Market Cap (P million) 32,383
52-week High (P) 25.20 ( o | -
Low (P) 14.50 N
12-mo Avg. Value T/O (P'm) 32.45 : P
Shareholders ' .
Alakor Corporation 20.3% - I
Free float 41.0% I

Price Performance

im 6m 12m
AT +3.3% +2.9% +17.6%
PSEi +5.8% +21.6%  +28.9%

Capacity is Key

> Copper prices have remained strong, boosting AT’s topline.
Although copper prices have not yet reached the highs set in 2011, they
have rebounded 20% from their 12-month low. Currently trading at
$3.86/pound, it is 4% higher than the put price of AT's hedges, which
are due to expire in the 1°' half of 2012. Thus, we expect AT’s revenues
to grow in 2012.

> Expansions plans to boost revenues even further. AT’s current
milling capacity is about 42,000 tpd and they plan to increase this
moving forward. They have a short term target of 50,000 tpd and
hopefully, by next year, the company’s total milling capacity will be
60,000 tpd. In the long term, the company’s goal is to increase its
capacity to 100,000 tpd.

> 20% capacity expansion fully funded. To raise its capacity to 50,000
tpd, about 3 secondary crushers and 4 tertiary crushers are required.
This will require an outlay of about $20 million. Note that after issuing
about 700 million shares last year, AT was able to raise $368 million in
order to buy CASOP’s stake in CCC. After that exercise, it had about $22
million left, just about enough to fund the purchase of the crushers it
needs.

Financial and Valuation Highlights

in P'million 2009A 2010A  2011E  2012E  2013E
Revenues 4,690 8,851 11,858 12,255 15,222

EBITDA 233 2,549 4,687 5,808 6,809

Core net profit -2,121 -757 3,688 2,862 3,032

FD EPS (P) -2.00 -0.71 1.73 1.35 1.43

EPS Growth (%) - - - -22.4 6.0

ROE (%) - - 77.9 35.7 27.7

P/E (x) - - 10.2 13.2 12.5

P/B (x) - 13.1 5.7 4.0 3.0

EV/EBITDA (x) 75.8 20.4 11.1 9.0 7.6 Miguel A. Agarao
Dividend yield - - - - - T: 634.5038 local 8164

Source: Wealth Securities estimate, company data E: bernardawnante@wealthsec.com

A = Actual calendar/fiscal year results; C = Bloomberg consensus; I = Annualized interim results; E = Wealth
Securities estimates
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15 March 2012 Atlas Consolidated Mining

WEALTH SECURITIES. INC

» Capacity expansion impact to be felt 2013 onwards. While AT’s
expansion plans are laudable, we do not think there will be any
significant impact on its earnings this year. We expect the company to
start reaping the benefits of additional milling capacity starting next
year.

> Interest expense to start biting this year. Just last week, CCC
completed the issuance of $300 million worth of debt paying interest
semi-annually at 6.5%. This will be used to fund the company’s
expansion. About $250 million will be needed to boost the company’s
milling capacity from 50,000 tpd to 80,000 tpd. That said, we expect the
interest expense to hit the bottomline before the company partakes of
the fruits of the debt. From this new issuance alone, an additional PhP
838 million interest burden will be added to the company’s income
statement.

» Share conversion overhang. A few days ago, the Spinnaker Group
exercised its right to subscribe to 35 million shares of AT at PhP
10/share. While this increases the number of shares outstanding, this is
already included in our calculation of EPS, along with all other
convertible securities. We used the fully diluted common share base of
2.127 billion shares in our calculation of EPS instead of 1.8 billion, which
is the current amount of shares outstanding. Note that the SM group’s
cost for AT shares is PhP 19.56/share, significantly higher than the share
price now.

» Cutting our price target on lower earnings pending successful
execution of AT’s expansion plans. Given the heavy interest burden
that AT has to overcome, we are downgrading our 12-month target price
to PhP 20.18/share, which translates to 15x 2012 P/E. However, keeping
copper prices constant, an upgrade is in order once (1) AT’s expansion
plans are executed properly and (2) cash costs decrease substantially.
That said, because of AT’'s long term prospects, we maintain a buy
recommendation on the stock.
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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.

RATINGS DEFINITION

* Over the next six to

twelve months, Wealth
Securities expect the
share price to increase

by 12% or more

* Over the next six to

twelve months, Wealth
Securities expect the
share price move within

arange of +/-12%

Jerome Gonzalez Nikki Yu

Research Head Media & Transport

T: 634.5038 local 8127 T: 634.5038 local 8150 * Over teh;gﬁtggjxv;gakh
jerome@wealthsec.com nikki.yu@wealthsec.com S E LL ggg;:ﬁﬁi:ﬁﬁcﬁ?:e N
Bernard Avifiante ND Fernandez

Conglomerates & Power Banking & Telcos

T: 634.5038 local 8121 T: 634.5038 local 8152

bernardavinante@wealthsec.com ndfernandez@wealthsec.com

Wealth Securities, Inc.

Mlguel Agarao Kevin Cua 2103 East Tower, PSE Center,
Mining & Property Food & Beverage Exchange Road, Ortigas Center,
T: 634.5038 local 8164 T: 634.5038 local 8165 Pasig City 1600

. . Telephone: 02.634.5038
miguel.agarao@wealthsec.com kevin.cua@wealthsec.com R

www.wealthsec.com



http://www.wealthsec.net/
mailto:jerome@wealthsec.com
mailto:bernardavinante@wealthsec.com
mailto:miguel.agarao@wealthsec.com
mailto:nikki.yu@wealthsec.com
mailto:ndfernandez@wealthsec.com
mailto:kevin.cua@wealthsec.com

	FRONT PAGE
	15Mar12daily
	US stocks end flat after Tuesday’s huge rally
	ICTSI enters into memorandum of agreement to run Nigeria port
	Cebu Pacific posts 47.6% decline in net income for 2011

	03152012at (1)
	DISCLAIMER PAGE

