
Market Outlook

Meralco: Dividend Play

First half core  earnings down 14% to Php10.6bn as 2Q20 earnings dipped 28%, 
hit by the lockdown. 

Difference between reported net income of  Php6.8bn and core net income was 
due to an accretion accounting impact and provisions/impairment for Pacific 
Light, an investment in Singapore that failed to meet expectations. Core EBITDA 
and reported EBITDA showed a wide difference also due to the same factors. 

Energy sales were down 7% to 21,139GWh as 2nd quarter sales dropped 17.5%. 
Peak demand was also lower by 2% to 7614GWh. 

In 2Q20, residential sales grew 14.8%, but commercial and industrial declined 
36.0% and 30.7%, respectively. Average distribution tariff was higher by 11% to 
Php1.58/kwh due to the sales mix tilted toward greater residential share with 
higher demand charges due to the low load factor.

Cash position was held steady, supported  by fresh borrowing, up Php40.9bn. 

Dividend payout likely to exceed 60% with lookback if 2H20 shows a bounce in 
sales and income, according to MVP who also guided for a 12% drop in profit  
guidance to Php21bn vs. last year. 

Meralco declared an interim regular dividend of P4.697/share, representing a 
50% pay-out. This is down 14% YoY, in line with its core net income decline.

RES business income amounted to Php900mn, half of last year. 

MGEN’s income share from recently dispatched (Sept 2019) San Buenaventura 
coal-fired plant amounted to Php540mn 1H2020. 

Dividend payout this year at 50% of previous year’s core net income. 

MER requiring 1,800MW in new power supply contracts to undergo competitive 
sourcing after fuel pricing formula is resolved with ERC.

Rate rebasing for 5th regulatory period soon to take place with complete set of  
commissioners in ERC. 

Higher tariff due to sales mix already has provisions for overrecovery in place.

Key issue for which Meralco is bracing itself: more bad debts (bill shock/unpaid 
bills creating cashflow issues and provisions imperative). How much would this 
be is key unanswered question.
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Table 1. Financial Summary (in Php mn)

(in Mn Php, Except Ratios) 1H20 1H19

Cash & Cash Equivalents 27,850 27,319

Gross Debt 40,900 31,261

Net Debt 13,320 3,942

Gross Debt/EBITDA 1.8 0.8

Net Debt/EBITDA 0.6 0.1

Gearing Ratio 0.2 0.1

Interest Expense 821 801

Table 2. Credit and Debt Profile

Figure 1. MER Price Performance
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