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T
he smart money is 
still betting on the 
Philippines. Almost 5 
years a�er President 
Benigno Aquino took 
o�ce and unleashed 
a whirlwind of 
economic reforms, 

including an anti-corruption drive and 
increased spending on public infrastructure, 
there are high hopes that the Philippines will 
remain one of the rising stars of Asia.

For 2015, Standard Chartered Bank 
forecasts GDP growth of 6 percent on the 
back of rising private consumption, a pick 
up in employment and falling oil prices. 
�at would make the Philippines one of 
the standout performers in the region a�er 
China, which is expected to grow at close 
to 7 percent. Unemployment, currently 
at 6 percent, has already dropped by 2 

percent since the beginning of 2010. “We 
expect underemployment, which is prevalent 
in regions where the agricultural sector 
dominates, to drop as the economy shi�s more 
towards manufacturing and services,” notes Je� 
Ng, an economist at Standard Chartered Bank 
in Singapore.

Standard Chartered is far from being the only 
bull on the Philippines. 

Christopher Wood, chief equity strategist 
at CLSA believes that the Philippines remains 
for now the best macro story in the region. 
CLSA’s economics team is forecasting real 
GDP growth this year of 6.7 percent amid 
continuing evidence of a private sector-
led investment cycle and a remarkable 
performance by the export sector, which 
continues to outperform the rest of ASEAN.

One key factor in the Philippines’ resurgence 
has been the sharp improvement in the country’s 
�scal position as a result of better budgetary 
management. �is has been accompanied by 
a sharp reduction in the cost of servicing both 

its domestic and external debt. According to 
PK Basu, ASEAN economist at Macquarie 
Securities, public debt at the end of 2014 fell 
below 50 percent of GDP for the �rst time in 
more than 30 years. �at compares to a peak of 
90 percent of GDP in 2003. “With the current 
account in surplus for the past decade, the 
external balance has been strong, reducing the 
need to issue external debt,” he says. “We expect 
the major global rating agencies to further 
upgrade the Philippines’ sovereign rating this 
year and next.” 

�e other good piece of news is that 
remittances from Filipino overseas workers, 
which account for around 8 percent of the 
country’s GDP, are likely to continue to rise in 
line with GDP. With nearly half of remittances 
coming from the US, Michael Spenser, chief 
economist at Deutsche Bank, believes this 
source of support for the peso should be 
sustained through 2015-2016. 

GROWTH IN FDI

Increased con�dence in the Philippines 
has been re�ected in the rapid increase in 
foreign direct investment. For the 12 months 
to November 2014, FDI in�ows surged to 
US$5.8 billion from US$3.7 billion at the end 
of 2013, up 55 percent year-on-year. “�is 
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high economic growth over the next five years, despite the uncertainty caused 
by presidential elections scheduled for May 2016. 
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2014 was another successful year for 
SM Investments. How would you sum 
up your strategy for 2015?

SM Investments Corporation (SM) 
is pursuing a more aggressive growth 
strategy this year on the back of a fast 
expanding Philippine economy and rising 
consumer spending. To accelerate growth, 
SM has entered into strategic partnerships 
across its core businesses in banking, 
property development and retail as well 
as in other emerging high growth sectors 
which offer opportunities, especially 
in less developed regions. SM has also 
embarked on acquisitions of businesses 
to optimize synergies with the company. 

What particular areas are you 
focusing on in the property, banking 
and retail businesses? 

In the property business, SM is focusing 
on the acquisition of large-scale strategic 
properties as well as developing world-class 
malls, three of which are included among 
the biggest in the world. In the banking 
segment, BDO continues to acquire smaller 
banks while China Bank has also been on 
the acquisition trail. Meanwhile in retail, SM 
continues to focus on innovation, providing 
the widest range of merchandise and 
introducing global brands to a fast growing 
consumer market. 

Looking ahead, where do you see the 
most exciting growth opportunities?

Since the Philippines is still playing 
catch up with its Asian neighbours, we 
see many diverse opportunities across 
SM’s core businesses. In retail, there is 
high potential because of the growing 
middle class and low modern retail 
penetration, especially in the rural areas. 
All aspects of property development 
have more room to expand outside of 
Metro Manila. Added to that there is as 
acute backlog in housing. In banking, 
the Philippines has one of the lowest 
penetration rates in Asia for consumer 
and microlending. 

Are you planning more collaborative 
ventures in the future?

SM is constantly on the lookout for 
new growth opportunities. SM recently 

announced the acquisition of a 34% 
equity stake in CityMall Commercial 
Center, Inc. as a joint venture with the 
founders of popular fast food brands 
Mang Inasal and  Jollibee. The investment 
is in line with SM’s food retail objectives 
to expand in the Visayas and Mindanao 
regions. Also in food retail, SM has 
partnered with Indonesian minimart 

chain Alfamart to bring a new format, 
better suited to emerging markets, 
particularly in the provincial areas. 

How much potential is there for 
growth in China?

SM’s current strategy for China is 
to open one mall per year in second 
to third tier cities where it can be 
more competitive and grow in its host 
communities. SM is set to open SM City 
Zibo in April this year. Its largest mall in 
China will be SM City Tianjin Binhai New 
Area in the country’s new economic 
development zone near Beijing. SM’s 
mature malls are highly productive and 
have become destination malls.

SM Investments plans to spend a 
record P75-P80 billion on CAPEX this 
year. How will this be funded?

These investments will mostly be funded 
by the respective business units through a 
mixture of internal funds and debt or equity. 

How will SM Investments be impacted 
by the launch of the ASEAN Economic 
Community at the end of 2015?

ASEAN integration is good news 
for SM as it is likely to open up new 
opportunities for growth and partnerships.

 
Finally, can the Philippines maintain 
its high economic growth rates 
and what does this mean for SM 
Investments?

The Philippine economy is 
fundamentally sound, strong and liquid. 
Its monetary and banking systems 
are healthy and well capitalized. The 
country is also relatively well insulated 
from external challenges thanks to 

the resilient flow of remittances from 
overseas Filipino workers and growth in 
the business process outsourcing (BPO) 
sector. Together, these generate close to 
$40 billion per annum. We believe the 
economy can maintain its moderate 
growth track, which in turn will attract 
more investments. Naturally, this will 
present exciting opportunities for SM.

As one of the leading conglomerates in the Philippines, SM Investments 
Corporation (SM) is aggressively expanding its core businesses in retail, 
banking, property development and tourism to generate strong earnings 
growth for its shareholders. Senior management talks about the company’s 
synergistic and collaborative ventures and its long-term growth plans.  
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From left,clockwise: SM is developing world-class malls that are among the biggest in the world.  
BDO continues to acquire smaller banks. in retail, SM focuses on innovation,with a wide range of 
merchandise and global brands. 



sharp increase is consistent with 
our long-held view of increasing 
investment-led growth, driven 
by the Aquino administration’s 
reforms, which have put the 
economy on a higher growth 
path and earned it credit rating 
upgrades,” says Euben Paracuelles, 
Southeast Asia economist at 
Nomura in Singapore.

�e upward trend in FDI looks 
set to continue. Despite the recent 
in�ux of foreign money, Paracuelles 
sees room for further in�ows as a 
result of last year’s liberalization 
of the domestic banking sector, 
comprehensive plans by the 
government to support the 
country’s manufacturing base, 
and expectations that Congress 
could potentially approve 
legislative changes on foreign 
ownership limits.

One of the most obvious 
signs of the recent boom is the 
changing skyline in the capital 
Manila. New o�ce high-rises 
are mushrooming as developers 
scramble to meet demand from 
global �rms who are looking to 
outsource business processes to 
the Philippines. Developers added 
466,350 square meters of o�ce 
space last year, according to 
Colliers International Philippines. 
A further 510,000 square meters 
of o�ce space is slated for 
completion annually in Metro 
Manila between 2015 and 2018.

Some analysts worry about 
a looming glut in the property 
market in Manila, especially if 
conditions in the world economy 
continue to deteriorate. Last year, 
the Central Bank recommended 
that from late 2016 onwards, 
banks should be obliged to lower 
their loan-to-value ratios from 
80 percent to 60 percent for 
mortgages. �e central bank has 
already implemented real estate 
stress tests and is monitoring 
shadow-banking activities in the 

real estate sector. But Wood at 
CLSA points out that land values 
in the Makati Central Business 
District remain in real terms 
55 percent below their peak 
levels in 1997, meaning that 
the market has yet to reach the 
speculative heights of previous 
boom-bust cycles.

Nor is property the only sector 
that is booming. In March 2013, the 
Philippines signalled its entry into 
the lucrative international gaming 
market with the opening of the 
US$1.2 billion Solaire Resort and 
Casino in Manila’s Entertainment 
City, a smaller version of the Las 
Vegas gaming strip. More recently, 
Melco Crown Entertainment 
inaugurated its City of Dreams 
casino-resort in Entertainment 
City. Despite the sharp slowdown 
of gaming revenues in Macau, there 
are still hopes that the combination 
of prosperous Filipinos and 
wealthy Chinese gamblers could 
drive this newly established 
market for high rollers.

ADDRESSING  
INFRASTRUCTURE NEEDS

Yet the government still faces 
plenty of challenges if it is to 
set the Philippines back on the 
path of long term sustainable 
growth. In a bid to solve the 
country’s notorious infrastructure 
bottlenecks, President Aquino last 
year pledged massive investment 
in new highways, power grids and 
airports as part of a Public-Private 
Partnership program (PPP). 
But despite the grand promises, 
progress has been slow. Paracuelles 
at Nomura is hopeful that the 
momentum will pick up later in the 
year. “Prospects for higher public 
infrastructure spending remain 
positive, which we expect to help 
crowd in more private investment 
spending,” he says. Not everyone is 
so upbeat. Lack of progress on the 
PPP Program has led some analysts 

to predict it may be only a matter of 
time before Manila’s tra�c grinds 
to a virtual halt.

For their part, most foreign 
investors still seem willing to give 
the Philippines the bene�t of the 
doubt. Last year, the stock market 
rose by nearly 20 percent, making 
it one of the best performers 
in the region. Fund managers 
who put money into Philippine 
equities when Aquino �rst took 
o�ce back in June 2010 have 
done especially well with returns 
in excess of 100 percent. Yet the 
strong performance has meant 
that the market is now among the 
most expensive in Asia with a PE 
ratio of 18.7 compared with 14.9 in 
�ailand and 10.5 in Korea.

Despite the relatively demanding 
ratings, Andrew Stotz, CEO of 
A. Stotz Investment Research, 
remains positive on the Philippine 
equity story. “�e fundamentals of 
companies in the Philippines are 
still very solid,” he says. “While the 
stock market is the most expensive 
in Asia, it is supported by growth 
and relatively low risk. I don’t see 
any imminent collapse.”

An even bigger question for 
many global investors is what 
happens when Benigno Aquino 
completes his six-year term in 
o�ce in May 2016. In the past, 
changes of government in the 
Philippines have been notoriously 
messy a�air--o�en accompanied 
by considerable backtracking 
on reform. Although this time 
around the jury is still out, many 
analysts remain convinced that 
the Philippines has changed 
fundamentally and that whoever 
takes over as President will 
continue to pursue policies that are 
pro-growth and pro-business.

Says Basu at Macquarie 
Securities. “We view the 
institutional reforms of the past 
decade and especially the past half-
decade as largely irreversible.” n
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It is likely that 2014 will go down 
as another banner year for Metro 
Pacific Investments Corporation 
(MPIC), the leading infrastructure 

development firm in the Philippines. For 
the 12 months to last December 31, the 
group reported consolidated core net 
income of P8.5 billion, up an impressive 
18 percent over the figure for 2013. 
Better still, each of the group’s four core 
businesses in power, water, toll roads and 
hospitals, delivered solid growth despite 
continuing regulatory challenges.

“All of our operating companies 
reported strong profitability for the year,” 
says Jose Ma. K. Lim, MPIC president and 
CEO. “This reflects our intense focus on 
operational efficiencies but at the cost of 
years of high capital expenditures.”

Behind this stellar performance is 

a management philosophy based on 
outstanding long term vision, high levels 
of corporate governance and a policy 
of attracting world class talent. MPIC’s 
mission is to manage, transform and grow 
its companies, while continuously seeking 
investment opportunities to create long 
term value for its shareholders.

MPIC’s portfolio consists of major 
infrastructure assets that are dominant 

players in their own field. MPIC is the 
largest investor in toll-roads through 
its subsidiary Metro Pacific Tollways 
Corporation. The group owns a 52.8 
percent stake in Maynilad, the biggest 
water utility in the Philippines. It 
effectively controls 27.4 percent of the 
shares in MERALCO, the country’s largest 
electricity distributor. Meanwhile, MPIC 
operates the largest private hospital group 
in the country, consisting of eight full-
service hospitals with approximately 2,150 
beds in total.

It is not only in the home market that 
MPIC has identified growth opportunities. 
Through a wholly owned subsidiary, the 
group now owns a 29.4 percent stake 
in major Thai toll road operator, Don 
Muang Tollway Public Company Ltd. The 
concession for DMT runs until 2034 for 

the operation of a 21.9-kilometer six-lane 
elevated toll road from central Bangkok 
to Don Muang International Airport and 
further to the National Monument in the 
north of Bangkok. In December, DMT 
secured toll rate increases of 17 percent 
and 20 percent respectively.

While the DMT transaction marks 
the group’s first major road investment 
outside its home market in the Philippines, 

it is far from being the last. In January 
2015, MPIC further expanded its regional 
footprint through an equity investment and 
financial transaction with Ho Chi Minh City 
Infrastructure Joint Stock Co. The P4 billion 
investment will result in the group holding 
a 45 percent minority equity stake in CII 
Bridges and Roads Investment.

Senior executives at MPIC continue to 
see bright prospects for growth in 2015, 
despite uncertainties over the regulatory 
environment and especially the need for 
tariff adjustments in water and toll road 
operations. The more upbeat sentiment 
is in large part due to the improved 
economic outlook for the Philippines with 
many economists predicting GDP growth 
of at least 6.5 percent this year on the back 
of falling oil prices and a rise in private 
consumption and employment. It also 
reflects increased confidence from foreign 
investors who continue to identify the 
country as one of the rising stars in the 
Asia Pacific region. 

“We anticipate continued strong volume 
growth in 2015 for all our subsidiaries in 
light of anticipated continuing economic 
growth,” says Lim.

As part of its commitment to corporate 
social responsibility and to uplifting 
the quality of life for every Filipino, 
MPIC makes significant contributions 
to education, economic empowerment 
and the environment. It’s all part of the 
group’s goal to be a model citizen creating 
value for both its shareholders and for the 
Filipino public.

Metro Pacific Investments Corporation, the premier infrastructure development firm in the Philippines, continues to build 
on its core businesses in power, water, toll roads and hospitals, to deliver solid returns for its shareholders.
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The Metro Pacifi c Investments Corporation has 
four core businesses in power, water, toll roads 
and hospitals that are delivering solid growth. 
The group owns 52.8 percent of the biggest 
water utility in the Philippines. It effectively 
controls 27.4 percent of  the country’s largest 
electricity distributor and  operates the coun-
try’s largest private hospital group. 




