
T
he country clearly 
stands out from its 
neighbors. While central 
banks in Indonesia, 

Thailand and Malaysia have all 
eased monetary conditions over 
the last 12 months, the talk in the 
Philippines has instead turned 
to when the Philippine central 
bank will hike rates. (But many 
economists think that will not 
happen until 2017.)

The Philippines was not 
always in such a rosy position. 
After Benigno Aquino III was 

elected as president in May 
2010, the economy suffered 
five straight quarters of falling 
growth, as the new government 
struggled with a bloated budget 
and a drop in export demand 
from Japan after the Fukushima 
disaster. But as the global 
environment has improved, and 
the government’s reform efforts 
have spurred a big jump in 
investment, the Philippines has 
turned a corner.

The country is benefiting, in 
part, from the same factor that 

hurt it in the past: It does not 
have a direct reliance on China 
for growth. Instead, Japan has 
long been its major trading 
partner. Philippine exports to 
Japan were worth $6.17 billion 
during the first half of last year, 
compared to $4.43 billion of 
exports to the United States 
and $3.07 billion to China. But 
even more important to the 
Philippine growth story is the 
impact of domestic demand, in 
particular a surge in investment. 
The Philippines had an export-

to-GDP ratio of just 28.7 percent 
at the end of 2014, according 
to World Bank data. That is 
less than half the ratios seen in 
Thailand, Malaysia and Vietnam. 

“The remarkable thing 
is that the Philippines has 
accelerated growth throughout 
2015 despite experiencing the 
same external pressures as 
everyone else,” says Christian 
de Guzman, an economist at 
Moody’s Investors Service. 
“Domestic demand has 
provided a nice offset to some 
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Such results were in line with 
the robust performance of the 
Philippine economy, which has 
been one of the fastest-growing 
markets in Asia in recent years. 

Economists say the country still has ample 
more room to grow, and a big part of that 
optimism is based on the potential of 
investments in the infrastructure sector.

That is good news for Metro Pacific 
Investments Corporation (MPIC), a Manila-
based infrastructure development company. 
The company announced at the start of March 
that its core net income rose to Ps10.3bn 
($219.3m) in 2015, around 22 percent 
higher than the previous year.  This reflects 
the company’s years of investment in the 
infrastructure sector.

“Our strong earnings growth reflects our 
intense focus on operational efficiencies 
but at the cost of years of elevated capital 
expenditures,” says Jose Ma. K. Lim, MPIC’s 
President and CEO.

The Philippine electorate goes to the polls 
on May 9, picking a new president to replace 
Aquino, who is constitutionally limited to a 
single-term. But few observers expect the new 
president to back away from a commitment 
to infrastructure development in the country. 
Instead, there is some hope that the approval 
of new projects may even pick up speed.

This is going to be of clear benefit to the 
Philippine economy and should reward the 
long view Metro Pacific has taken on the sector.

The road to riches
MPIC offers investors both diversification 

and concentration. The company profits from 
its investments in companies from toll roads 
to water and from rail to electricity. These 
ventures are all infrastructure-focused, and are 
expected to improve their performance as the 
Philippine economy continues to perform well.

MPIC’s profits last year benefitted from 
growing returns at some of its flagship 
investments: Maynilad Water Services, the 
biggest water utility in the country; Manila 

Electric Company, the country’s number 
one electricity company; and the Hospital 
Group, a portfolio of private hospitals that 
generated a 30 percent growth in income last 
year. Despite these impressive successes, it 
is in the company’s toll road division where 
executives anticipate the greatest growth in 
the near term.

“We expect massive growth to come from 
roads, given the number of projects we have 
there,” says Lim. “Every area is growing, but 
that is where we see the really impressive 
growth over the next three years.”

The main toll road assets are Metro Pacific 
Tollways Corporation and Manila North 
Tollways Corporation. These businesses are 
already offering major returns. Metro Pacific 
Tollways, for instance, posted core income 19 
percent higher than the previous year. There 
are many more such projects in the pipeline.

MPIC is going to start construction soon 
of a Ps2.6bn expansion of the North Luzon 
Expressway. It also has been picked to build 
the C5 Link Expressway, has been given 
operational control of the Subic-Clark-Tarlac 
Expressway, and has been picked to build 

major expressways in Cavite and Cebu, among 
other contracts.

MPIC’s unique position in the Philippine 
economy has made it a natural play for foreign 
investors, leading to a scramble among some 
foreign funds to get a piece of the company’s 
float. Stimulating such investments is a 
prediction from the International Monetary 
Fund that annual economic growth in the 
Philippines will exceed 6 percent. This is 
expected to continue boosting demand 
for infrastructure investments that should 
continue to support Metro Pacific’s strong 
performance.

Metro Pacific Investments Corporation gave investors some good news in 
March by announcing a jump of more than 20 percent in annual profits for 2015. 

Institutional Investor Sponsored Statement • April 2016

Getting Bigger and Better

METRO PACIFIC INVESTMENTS CORPORATION (MPIC) 

SPONSORED STATEMENT

Contact Information
Albert WL Pulido, VP Investor Relations
+632 888 0888
awlpulido@mpic.com.ph
investorrelations@mpic.com.ph   
www.mpic.com.ph 

Metro Pacific Investments Corporation has investments spread across the infrastructure sector in the Philippines, includ-
ing (clockwise from top left): the North Luzon Expressway, the Manila Light Rail Transit System, Maynilad Water Services, 
and Manila Electric Company (Meralco), the biggest electricity provider in the country.



of those external headwinds. 
You cannot say the same thing 
about other southeast Asian 
economies.”

But although the Philippine 
economy has made impressive 
strides over the last few years, 
there are potential roadblocks 
ahead. Some of those problems 
are structural, and will take 
many years to address. But at 
least one of the question marks 
hanging over the Philippines 
should be resolved in just a few 
months, when the country’s 
electorate goes to the polling 
booths.

Spot the difference 
The biggest source of 

uncertainty for investors in the 
Philippines at the moment is the 
upcoming Presidential election, 
which will be held on May 9. 
President Aquino, who has made 
infrastructure development and 
fiscal discipline a major part of his 
policy focus, will step down after 
serving the six-year term that all 
Philippine presidents are limited 
to. Exactly who will replace him is 
too close for pollsters to predict 
at the moment. 

Senator Grace Poe, the 
adopted daughter of former 
presidential candidate Fernando 
Poe Jr., won the support of 26 
percent of respondents in a 
recent PulseAsia poll, compared 

to 24 percent for current Vice 
President Jejomar Binay, 22 
percent for Davao City mayor 
Rodrigo Duterte, and 20 percent 
for interior secretary Mar Roxas.

It should perhaps not come as 
a great surprise that the election 
is so close. Because although 
there are surely policy differences 
between these candidates 
in some areas, most market 
participants admit that it is hard 
to figure out exactly what those 
differences are. 

“The focus of the election 
has been on personalities so 
far,” says de Guzman. “These 
candidates aren’t running on a 
policy platform. No-one really 
knows what the differences 
between them will be.”

There also are questions about 
who. questions about who will 
manage the country’s monetary 
policy in the future. The central 
bank of the Philippines has been 
run by Amando Tetangco for 
the last nine years. He is the 
first person to have served two 
terms in charge of the central 
bank. It remains to be seen who 
will take the job when the new 
President takes residence in 
Malacanang Palace.

But the looming election is 
most crucial for economists 
because it will help them figure 
out just how much growth to 
expect from the Philippines 
over the coming years. After all, 
most analysts and economists 
agree that the crucial question 
is how much the next President 

continues the infrastructure focus 
of Aquino – and how much they 
manage to improve on it. 

The infrastructure focus
President Aquino has made 

public-private partnerships a 
focal point of his policy over the 
last six years. The government 
has approved 12 PPP deals 
already and has plans to approve 
around 10 more before Aquino 
leaves office. But some market 
participants think the government 
could do much more, including 
taking a more direct role in 
infrastructure development.

“Government finances are in 
much better shape now,” says 
Jesse Ang, principal investment 
officer at IFC in the Philippines. 
“The way government spends 
money is much more coherent 
and much more efficient. It is time 
for the government to think about 
investing more in infrastructure, 
rather than relying primarily on 
private sector involvement.” 

This would certainly help 
speed the pace of projects along, 
but most economists agree that 
private sector involvement in the 
infrastructure sector could still be 
improved. That could come by 
allowing more foreign companies 
to take a hand in new projects. 
It will also mean ensuring that 
the new administration has a 
good relationship with the key 
infrastructure companies in the 
Philippines at the moment. 

“We foresee a better 
relationship with the next 
administration, given the lack of 
infrastructure development in the 
country,” says Albert Pulido, vice 
president of investor relations at 
Metro Pacific Investments Corp. 
“If they want to develop the 
infrastructure network, they’re 
going to have honor existing 
contracts, and be more proactive 
about putting out projects.”

It is no secret that 

infrastructure development is 
essential to the continued growth 
of the Philippine economy. 
In interviews, bankers and 
economists complain of being 
stuck for too long in Manila 
traffic. Gridlock has become a 
major talking point in the country. 
The good news is that these 
problems are so obvious that 
some economists think they 
simply cannot be ignored by the 
next administration.

Anthony Nafte, a senior 
economist at CLSA, has 
warned investors that there 
are threats to the Philippine 
economy’s growth. The collapse 
of the oil price has slowed 
remittance growth from the 
Middle East. Banks are slowing 
down their lending growth. In 
the longer term, automation 
threatens the Philippines’  
status as a business process 
outsourcing hub. But despite 
this, he still has a much more 
bullish outlook for the economy 
than some of his peers. Nafte 
is projecting GDP growth of 6.8 
percent this year, compared to 
IMF forecasts of 6 percent.

“There is an assumption in 
my forecast that the investment 
upswing will be sustained and 
carried forward by whoever the 
next President is,” says Nafte. 
“That is a big assumption, but 
the basis for that is that there is 
no real alternative. The economy 
is bumping up against capacity 
constraints. That is going to 
push whoever takes power to 
do what it takes to keep up 
investment growth.” n

2 • Institutional Investor Sponsored Report • April 2016

An Institutional Investor Sponsored Report on the Philippines
INVESTOR  

INSIGHT 

“The remarkable thing 
is that the Philippines 
has accelerated growth 
throughout 2015 despite 
experiencing the same 
external pressures as 
everyone else.” 
CHRISTIAN DE GUZMAN, 
MOODY’S INVESTORS SERVICE

“The way government 
spends money is much 
more coherent and much 
more efficient. It is time 
for the government to 
think about investing 
more in infrastructure, 
rather than relying 
primarily on private 
sector involvement.” 
JESSE ANG, IFC PRINCIPAL 
INVESTMENT OFFICER, 
PHILIPPINES

“The economy is bumping 
up against capacity 
constraints. That is going to 
push whoever takes power 
to do what it takes to keep 
up investment growth.”
ANTHONY NAFTE, CLSA
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