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Long Term Buy
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Going strong

> October sales sustained. Sustained electricity sales volume growth
could be expected for the 4Q with October sales pointing to higher
than 7% clip. Recall that for the January-September reporting period,
Meralco posted a robust 7.6% YoY growth driven by a broad industrial
segment. This is consistent with the economy’s strong GDP growth of
6.5% over the same period.

> Conservative outlook. Management is aiming to close the year with
a 7.0% YoY growth. We think that this is rather conservative since,
(1) this would only translate into a growth rate of +4.3% in 4Q; and
(2) the prior year (i.e., 4Q11) was a low base period with 7.59 million
gwh which showed a -3.6% decline.

> Another good year ahead. Next year’s growth expectations may
point to a conservative targeting, in our view. Again, management
might highlight a robust 2012 as a reason for a tempered volume
growth outlook. Higher temperature brought about by an extended El
Nifio according to PAG-ASA coupled with a slight boost from the
upcoming mid-term elections could push energy sales to grow
between 4.0% to 5.5% in 2013.

Wli? WEALTH SECURITIES

> Economic barometer. As the economy is projected to grow at a
healthy pace, we think MER is poised for better growth moving
forward. The price weakness experienced the past month (down 8%)
was driven solely by its removal from the MSCI. We take this as an
opportunity to accumulate MER.

Financial and Valuation Highlights

in P'million 2010A 2011A 2012E 2013E 2014E

Dist. Revenues 43,931 48,606 53,000 54,287 56,446

EBITDA 18,232 24,602 25,429 27,133 29,516

Core net profit 12,155 14,887 16,154 17,632 19,638

EPS (P) 8.59 11.74 14.33 15.65 17.42

EPS Growth +61.3% +36.6% 22.1% 9.1% 11.4%

ROE 17.2% 21.6% 24.9% 26.2% 27.8%

P/E (x) 305 22.3 18.3 16.7 15.0 Bernard C. Avifiante
P/B (X) 50 4.6 4.5 4.3 41 T: 634.5038 local 8121
EV/_EBlTD_A ) 15.1 11.2 10.8 10.2 9.3 E: bernardavinante@wealthsec.com
Dividend yield 1.2% 2.1% 2.5% 2.7% 3.0%

A = Actual calendar/fiscal year results; C = Bloomberg consensus; I = Annualized interim results; E = Wealth

Source: Company, Wealth Securities estimate gg O l
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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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