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since opening in 1986 Index Value Change %o Chg
PSEi 5,298.72
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Services 1,802.27
Mining and Oil 23,406.61
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01 Aug 2012: 5,298.72 - 8.94

Value T/O, net Php 4,086 million
52-week High 5,403.16
Low 3,715.01
Foreign Buying: Php 3,501 million
Foreign Selling: Php 3,185 million
Dow Jones  12,971.06 -0.29%

FTSE 100 5,692.63 +1.18%

NIKKEI 225 8,635.44 +0.80%
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HEADLINES

US stocks end lower as Fed offers no new actions to shore up the economy

@ US stocks ended lower yesterday (Aug 01) as the Federal Reserve’s meeting failed to offer

new actions to stimulate the economy. All three major indices fell with the Dow and the
S&P both declining 0.29%; and the Nasdaq ending 0.66% lower. Markets rallied last week
partly on hopes of new stimulus measures being announced by the Fed. With yesterday’s
meeting offering no new monetary stimulus, investors now turn to The ECB which is set to
meet today. The ECB is expected to detail actions to bring down the borrowing costs of
Italy and Spain. An electronic glitch from market maker Knight Capital meanwhile added to

the session’s volatility. Shares of Knight tumbled 32.8% to US$6.94, a nine year low.

Asian countries' manufacturing slows but investments increase with hopes of easing

@ HSBC said that inventory build-up is going to slow down primarily because of the absence

of the final demand that is needed to keep things going. Domestic demand is poor in many
Asian countries and external demand is largely affected by the US and Europe. China's
Purchasing Managers Index fell to 50.1 in July from 50.2 in June. This figure represents an
8-month low but is still above 50 and thus considered an expansion within the month rather
than contraction. A separate PMI gauge conducted by HSBC showed that China's PMI was
49.3 in July from 48.2 in June. The Yen strengthened to Y77.99 per dollar from Y78.08.
According to HSBC's PMI, only Indonesia showed an improvement with PMI of 51.4 in July
from 50.2 in June whitle the following countries showed slowing and/or contractions in July:
India with PMI of 52.9 in July from 55 in June; South Korea with PMI of 47.2 in July from
49.4 in June; Taiwan with PMI of 47.5 in July from 49.2 in June. According to Deutsche
Bank, investment flows increased in July despite the deceleration in manufacturing. This is

due to people's expectation of monetary easing in the US, Europe and China.
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BPI Reports 52% Increase in Net Profits

@ BPI reported a net income of P9.4 billion for the first half of the year, 52% higher than
the P6.2 billion realized in the same period last year. This translated to a 21% Return
on Equity and a 2.3% Return on Assets. Net income for the second quarter was P3.6
billion, 8% higher than a year ago due to the 9.4% increase in net interest income but
tempered by the higher tax line. For the first semester, the significant growth in profits
was mainly driven by the 24% improvement in revenues. Net interest income rose by
9% while non-interest income surged by 51%.

EastWest Bank receives COA to operate as Universal Bank

() EastWest Bank announced in a disclosure that the Bangko Sentral ng Pilipinas
confirmed the approval of the issuance of the Certificate of Authority for EW to operate

as a Universal Bank.

Ipividends Calendar

CODE STOCK CASH SPLTS RIGHTS EX-DIVIDEND RECORD PAYABLE ANKNOUNCED
LAND 20% TEA TaA TBA 15=May- 2012
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Bank of the Philippine Islands (BPI)
Buy

Company Snapshot

Price (P) 73.90 L
Price Target (P) 83.30
Shares O/S (million) 3,556 L
Market Cap (P million) 262.815
52-week High (P) 76.80 b
Low (P) 50.00
12-mo Avg. Value T/O (P'm) 123.718 "
Shareholders
Ayala Corporation 21.8% -
Ayala DBS Holdings 21.3%
Free float 42.0% , ™

Price Performance

1m 6m 12m
BPI -0.9% +21.0% +21.2%
PSEi +1.0% +12.4% +16.4%
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Iy Consistently Great
|: @ Impressive 1H2012 Results. BPI reported that its 1H2012 Net
o Income reached P9.4B, 52% higher YOY. This translated to an ROE of
21% and ROA of 2.3%. This was driven by a 9% YOY increase in Net
> Interest Income to P14.5B and a 51% YOY increase in Non-Interest
(@) Income to P11.9B. Operating Expenses increased by 9% YOY to P13.2B,
LLI while Provisions for Losses increased by 36% YOY to P1.6B. In the table
9p) below, we summarize how BPI's 1H2012 results fared vs. our FY2012
estimates.
I
— 1H20124A FY2012E % of FY2012E
Net Interest Income 14.5 31.1 AT %
—l Non-Interest Income 11.9 14.6 B1%
< Operating Expenses 13.2 2249 S58%
LUl Provisions for Losses 1.6 2.0 81%
Met Income 9.4 15.6 60%
; Amounts in billions
Sources: Company data, Wealth Securities estimates
S We think that BPI's Net Interest Income has been impressive so far and
g, is in-line with our forecasts. The bank’s Non-Interest Income has been a

very positive surprise, largely due to the extraordinarily high Trading
Gains that the bank booked in 1Q2012. This was able to offset the
modest increase in Operating Expenses and has allowed the bank to
accelerate its provisioning. Because of these, BPI's 1H2012 Net Income
is trending ahead of our estimates.

@ 1Q2012 Hangover. While BPI's 1H2012 results look very impressive,
most of it can be attributed to the bank’s stellar bottomline in 1Q2012.
Of the P9.4B in BPI's 1H2012 Net Income, —P5.9B (+102% YOY) was
delivered in 1Q2012 while ~P3.6B (+8% YQOY) was delivered in 2Q2012.

Financial and Valuation Highlights

in P'million 2009A 2010A 2011A 2012E 2013E
Net Revenues 22,746 25,022 27,500 31,086 37,216
Operating Expenses 12,004 14,545 16,995 14,559 16,054
PPOP 12,858 16,061 18,175 22,794 27,537
Net Income 8,665 11,479 12,800 15,595 19,153
ROE 13.2% 15.3% 15.1% 16.3% 17.7%
ROA 1.2% 1.4% 1.5% 1.8% 1.9% ND Fernandez
EPS 2.62 3.18 3.61 4.30 5.28 T: 634.5038 local 8152
BVPS 20.57 22.78 25.07 27.76 32.03 E: nd.fernandez@wealthsec.com
PE 18.30 18.56 16.70 17.20 14.00
P/BV 2.33 2.59 2.40 2.66 2.31
Sources: Company data, Wealth Securities estimates %
A = Actual calendar/fiscal year results; C = Bloomberg consensus; | = Annualized interim results; E = Wealth e 03

Securities estimates
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@ Maintaning BUY, Upgrading TP. If BPI continues to execute well, we
think that it can meet or even exceed our FY2012E Net Income of
P15.6B. Though its performance in 1Q2012 is unlikely to be replicated
anytime soon, we think that BPI is capable of delivering strong and
steady results, similar to what it delivered in 2Q2012. Considering these,
we maintain our BUY rating on BPI, with an upgraded TP of P83.30. Our
TP equates to 2.6x 2013E P/BV.
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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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