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Cyclicals Are Back But Defensives are  
Clear Winners

Reopened. Now that the economy has partially reopened, the cyclicals are back. Banks, prop-
erty and commodity-driven stocks are the tactical favorites/buys this week. And the optimism 
has not only pushed up the equities markets but strengthened the peso as well, climbing to 
its highest level since January 2018 versus the dollar, as optimism over a quick global recovery 
boosts risk appetite. Global funds were net buyers of domestic equities for a third day.

•	 Jollibee, the nation’s largest restaurant operator, rises as much as 6.2%, for a third 
straight day of gains.

•	 Max’s Group climbs as much as 7.7%, and Shakey’s Pizza gains as much as 4.8%
•	 Alliance Global, a key shareholder in the Philippine franchise of McDonald’s, advances as 

much as 4.2%.

Still, staying with the defensives is the dominant theme. From  the start of the year to the  pan-
demic’s worsening  in April and lockdown’s start last mid-March, equities investors  have chosen 
to stick it out with defensive stocks and let go of the cyclicals that were more vulnerable to 
the business paralysis and higher credit risks induced by the lockdown. These were the banks, 
property and the casinos. PLDT and GLO stood out as the stable ones, with  the least share 
losses year-to-date (ytd), also outperforming PSEi’s losses of 23% for the period. See Figure 2.
 
Essentials. Companies involved in the “essentials” (primarily food and related items that can 
be stocked during the lockdown) like PGOLD, Robinsons Retail and Universal Robina as well as 
power companies — Meralco and Aboitiz Power, — lost a lot less less  in  share value than those  
more  exposed to a predictably  weaker discretionary spend and volatile commodities markets:   
cars, cigarettes, fastfoods, condominiums, petroleum and  mining.  

Year-to-date, only three stocks were in the green: PLDT, PGOLD and GLO. The rest in Figure 
2 may have outperformed the PSEi but were in the red. PLDT was the top favorite ytd,  post-
ing 26% gain vs. PSEi’s loss of 23%. Even with the gain, it remains cheap, with 10x PE vs GLO’s 
13x PE, at this time when the PSE’s PE has risen to 16x. Telcos’ forward earnings are nothing 
spectacular,	just	flat	based	on	analyst	expectations,	3%-4%	for	both	TEL	and	GLO,	respectively.	
But what makes PLDT better than GLO is stable dividend payout which GLO cut to a historic 
minimum of 60% of the previous year’s income. 

A reckoning of gains from the bottom (March 16, 2020 lockdown to June 2, 2020) shows  the  
dominance of the same theme, play on the less volatile, the defensives and essentials: PGOLD, 
up 36% vs the PSEi’s 13% gain; Robinsons Retail (RRHI), +34%; SM Investments, +29%,  Meralco, 
+19%. It is just that the gains from the deeper bottom of 4039 vs the year’s start of 7815 created 
a favorable base for accumulation. See Figure 5.

Ayala Corp. Leads.  From the bottom of 4039 last March up to today,  PGOLD is still tops, second 
to Ayala Corp. And the likes of Meralco and PLDT are still among the top ten. AC’s phenomenal 
rise, up 45%,  was borne of three positives: the corporate restructuring of the infra business 
(including MWC) and its listing potential, easing of regulatory risks on both ALI’s UP property 
deal  and Manila Water with the government’s recent apologies to both the Ayala and MVP group 
and	GLO’s	telco	data	business		being	a	key	beneficiary	of	the	emerging	normal	for	office	work,	
WFH.  Lots of stories and plans for AC which have been made  known to the investing public 
right during the pandemic and the market liked it. 

Investors’ didn’t seem to mind AC’s 16% drop in earnings (but in line with expectations) aris-
ing from the subs’ lower results in 1Q20 yoy — BPI, -5%; GLO, -3%; ALI, -41%. ALI’s residential 
projects	in	the		pipeline	were		cancelled	but	the	REIT	will	push	through	and	a	bond	float	an-
nounced. 

1Q20 Earnings Drop. The market was not at all oblivious of earnings and rewarded those that 
made them a lot. Companies  with the biggest price gain  eked out the best results: PGOLD’s 
+17% to Php1.7bn, RRHI and MER. GLO and PLDT had milder than peer drops of -3% and -5%, 
respectively. See Table 2 for corporate earnings on next page.

Net	profits	of	the	PSEi	stocks		(28	disclosed	so	far)	sharply	declined	by	21.9%	year-on-year	in	
1Q20 as the country’s economic activity came to a halt in the last two weeks of the quarter due 
to the hard lockdown to contain Covid-19 pandemic. All sectors were in the red, with only six 
stocks	posting	profit	growth.		Among	the	sectors,	consumer	shrank	the	most,	-59%	year-on-year,	
due to JFC’s decline despite the double-digit income boost in PGOLD, (+17% and RRHI (+33%) 
due to panic buying that caused consumers to stock up on essential items.  It was followed by 
conglomerates (-33%), services (-25%) and power (-23%). Meanwhile, telco (-4%) and banks’ 
(-6%) were resilient as demand for their services were mostly sustained during ECQ. Exluding 
JFC, the consumer sector dropped by 12% yoy bringing the total growth for 28 PSEi members 
to -20% yoy.

Companies with exposure to power like AEV and FGEN were also among the top ten gainers from 
the lockdown’s start to now. 

Figure 1. PSEi Performance

Source: Bloomberg

Figure 2. PSEi Members Price Change YTD June 02

6,025.17

4,000

4,500

5,000

5,500

6,000

6,500

7,000

7,500

8,000

8,500

Dec 2019 Jan 2020 Feb 2020 Mar 2020 Apr 2020 May 2020 Jun 2020

Figure 3. PSEi Members Price Change MTD May 29

Figure 5. PSEi Members Price Change March 16-June 2Figure 4. PSEi Members Price Change MTD April 30



In Php mn Net Sales Net Income Gross Profit Margin % Net Profit Margin % SSSG %

1Q19 1Q20 Growth % 1Q19 1Q20 Growth % 1Q19 1Q20 1Q19 1Q20 1Q19 1Q20

PGOLD 34,889 40,953 17.4 1,510 1,763 16.8 17.5 16.9 4.3 4.3 7.5 12.2

URC 33,317 33,457 0.4 3,038 1,986 -35.0 30.6 30.2 9.1 5.9

JFC 40,348 39,433 -2.3 1,461 -1,792 -222.6 16.5 10.2 3.6 -4.5 1.7 -5.0

CNPF 9,744 12,110 24.3 793 1,038 31.0 22.4 25.7 8.1 8.6

SHAKEYS 1,839 1,835 -0.2 174 114 -34.7 28.0 24.8 9.5 6.2

DNL 5,876 5,672 -3.5 748 515 -31.2 21.0 17.5 12.7 9.1

Notes:  Highlighted in yellow are derived from PEP report as data are not available in the disclosures
EMP  net income is based on core income
Net Income based on attributable on equity shareholders

Table 1. Consumer Stocks

In Php mn Net Income

1Q19 1Q20 Growth %

BDO  9,800  8,800 -10%

BPI  6,720  6,390 -5%

MBT  6,750  6,120 -9%

SECB  2,380  2,900 21%

BANKS  25,650  24,210 -6%

AC  8,000  6,700 -16%

AEV  3,858  2,290 -41%

DMCI  2,800  1,000 -64%

GTCAP  3,300  2,800 -15%

JGS  5,200  4,300 -19%

LTG  4,420  6,210 41%

MPI  3,660  3,430 -6%

SM  10,700  9,000 -16%

SMC  12,825  1,093 -91%

CONGLOMERATES  54,763  36,823 -33%

JFC  1,461  (1,792) -223%

PGOLD  1,510  1,760 17%

RRHI  591  784 33%

URC  3,038  1,986 -35%

CONSUMER  6,600  2,738 -59%

In Php mn Net Income

1Q19 1Q20 Growth %

SCC  2,300  1,200 -43%

AP  4,066  2,087 -49%

FGEN  4,000  3,300 -15%

MER  5,598  5,724 2%

POWER  15,964  12,311 -23%

ALI  7,300  4,300 -41%

RLC  1,840  3,340 82%

SMPH  8,800  8,300 -5%

PROPERTY  17,940  15,940 -11%

GLO  6,732  6,560 -3%

TEL  7,203  6,878 -5%

TELCO  13,935  13,438 -4%

ICT  3,657  3,010 -18%

BLOOM  2,200  1,400 -38%

SERVICES  5,857  4,410 -25%

 TOTAL  140,709  109,870 -21.9%

Table 2. Corporate Earnings

Source: Bloomberg, Company Disclosures

Source: Bloomberg, Company Disclosures


