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‘Invest in the growth potential of the 
PH economy’ — FAMI

Philippine economy will be stronger in 2H 2019

In photo are (L-R) First Metro vice president Cristina Ulang, UA&P economist Bernardo Villegas, First Metro 
chairman Francisco Sebastian, First Metro president Rabboni Francis Arjonillo, UA&P economist Victor Abola, 
and First Metro executive vice president Daniel Camacho.

First Metro Investment Corporation, the 
investment banking arm of the Metrobank 
Group, maintains a positive outlook on the 
Philippine economy. Despite the GDP’s 
drop to a four-year low of 5.6% in the first 
quarter of this year, the investment bank 
expects the economy to grow by 6.0-6.5% 
by year-end.

First Metro president Rabboni Francis 
Arjonillo said, “After a slower than expected 
growth in the first quarter of the year, we 
expect the rest of 2019 to be better. Our 
economy will rebound and will be stronger, 
as we had forecasted earlier this year, 
driven by robust domestic demand and 
boosted by solid investment spending. The 
catch-up plan of the government to bring 
infrastructure spending to 5.2% of GDP 
is very encouraging and would strongly 
support our growth expectation. Another 
positive sign is the rapidly decelerating 
inflation, which will provide the stimulus for 
consumer spending.”

Tourism is an additional catalyst that will 
propel growth. Tourist arrivals in the first 
four months of the year rose by 8.5% to 
2.87 million and are expected to increase to 
8.2 million by year-end.

Weaker crude oil prices and lower food 
prices will drive inflation further down. 
Inflation is projected to decelerate to 2.7-
3.0% in the second half of the year.

Cash remittances from overseas Filipino 
workers (OFW) will sustain its 2.0-4.0% 
growth rate this year. 

Due to the global economic slowdown 
amidst the US-China trade war, exports 
are expected to grow weaker at 2.0-6.0%. 
Imports will continue to outpace exports 
and are anticipated to sustain a double 
digit-growth of 10.0-14.0% on the back of 
strong government infrastructure spending 
and private investments.

The Philippine peso will remain under 
pressure for the rest of the year and is 

estimated to trade at P52 to P53 to a dollar. 
It will depreciate slightly due to the BSP’s 
reduction in RRR (reserve requirement 
ratio) and measures to rebuild its GIR (gross 
international reserves).
 

(continued on page 5)

BSP to further cut RRR and policy rates before year-end
First Metro expects the Bangko Sentral ng 
Pilipinas (BSP) to further cut the banks’ 
RRR (reserve requirement ratio) by 2.0% 
and reduce policy rates by 50 basis points 
before the year ends.

First Metro president Rabboni Francis 
Arjonillo said, “We think the market will 
remain conducive for bond investments in 
the second half as we anticipate the BSP 
to further cut the reserve requirement by 
another 2.0% and potentially reduce policy 
rates by 50 basis points from its current 
levels as inflation continues to drop. These 

cuts should produce positive effects for the 
economy and the financial markets because 
there would be more funds available for 
consumers and businesses.”

The market reacted positively after the 
announcement of the 2.0%  RRR cut in 
May this year, from 18.0% to 16.0%. The 
Philippine 10-year bonds dropped to 5.0% 
from a high of 5.8%. There has been buying 
in the long-end of the curve and prices 
have gone up. 

(continued on page 5)
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Deals for the Quarter

Axelum files for IPO

Axelum Resources Corporation, a fully 
integrated manufacturer of high quality 
coconut products including coconut water, 
desiccated coconut, coconut milk powder, 
coconut milk/cream, reduced fat coconut, 
sweetened coconut, coconut oil, and 
other coconut products for domestic and 
international use and distribution, filed its 
application for an initial public offering 
(IPO) with the Securities & Exchange 
Commission and the Philippine Stock 
Exchange.

First Metro has been appointed as issue 
manager, bookrunner, and lead underwriter 
of the IPO.

Axelum president Henry Raperoga said, 
“The net proceeds from the primary 
offer will be used to fund our strategic 
acquisitions, expand our domestic and 
international distribution networks, 
install new manufacturing facilities for 
new products, and improve and expand 
the company’s existing manufacturing 
facilities. A portion of the proceeds will 
also be utilized to retire our loans, reduce 
payables, and for other capital expenditure 
requirements.”

Axelum’s  full line of coconut products are 
used by international food & beverage 
companies, confectioneries, bakeries, 
private label supermarkets and grocery 
store chains, food service industries, 
coconut coffee creamer manufacturers, 
cosmetics and diet prepared food market.

“We hope to raise up to P7.7 billion at 
a price of up to P6.81 per share. The 
final offer price shall be determined 
prior to the scheduled listing of the IPO 
hopefully in October of this year. 
We intend to sell up to 700 million 
primary shares and up to 430 million 
secondary shares.”

- Romeo Chan
   Chairman, Axelum

Axelum prides itself in conforming to the 
unyielding standards of the most reputable 
names in the food industry which allowed 
it to continually build and expand its direct 
or indirect customer base and end-users to 
include prominent global brands like Vita 
Coco, The Hershey Co., ConAgra Foods, 
Kellogg’s, Quaker, Nestlé, Russell Stover, 
Unilever, Kroger, Mondelēz International, 
Ferrero, Kraft Foods, General Mills, 
Campbell’s, Mars, Cadbury Schweppes, and 
Calbee, among others.

The company’s main production facility 
is located in Medina, Misamis Oriental. It 
owns two manufacturing and distribution 
facilities strategically located in the US and 
Australia. Its products are widely distributed 
in major markets around the world such as 
the United States, Canada, Australia, New 
Zealand, Eastern Europe, Europe, Middle 
East, Japan, and some countries in Asia.  

AEV taps First Metro as joint issue manager for its return to the bond market

Nearly four years since its last bond 
issuance, Aboitiz Equity Ventures, Inc. (AEV) 
returned to the bond market and once 
again appointed First Metro as one of the 
joint issue managers, joint bookrunners, and 
joint lead underwriters for its P5 billion fixed 
rate bonds.

First Metro executive vice president and 
head of Investment Banking Group Daniel 
Camacho said, “We are both honored and 
grateful for AEV’s continued trust in First 
Metro. We are proud to be their partner in 
growing their business and moving their 
company’s aspirations forward.” 

First Metro also acted as joint lead 
underwriter in AEV’s P24 billion fixed rate 
bonds issuance in August 2015.

AEV’s latest fundraising activity was offered 
in two tenors — 5 years at 6.0157% and 
10 years at 6.3210%. Proceeds of the bond 
issuance will be used to refinance AEV 
International Pte. Ltd.’s (a wholly owned 
subsidiary) USD338 million loan, which was 
utilized to finance the acquisition of a 75% 
equity interest in Gold Coin Management 
Holdings, Ltd. of another AEV unit, Pilmico 
International Pte. Ltd. 

In photo during the listing ceremony are (L-R) AEV first vice president Maria Veronica So, First Metro president 
Rabonni Francis Arjonillo, AEV senior vice president Gabriel Mañalac, AEV senior vice president Manuel Lozano, 
BDO Unibank, Inc. executive vice president Cecilia Tan, PDS Group president Ma. Theresa Ravalo, and Philippine 
Dealing & Exchange Corp. president and chief operating officer Antonino Nakpil.

Singapore-based Gold Coin is one of Asia’s 
largest privately owned corporations. It 
is a pioneer in animal nutrition and the 
manufacturing of scientifically balanced 
animal feed within Asia.

During the listing ceremony, AEV senior 
vice president, chief financial officer and 
corporate information officer Manuel Lozano 
said, “Across the group, we recognize the 

important role our food business plays in 
building nations by providing quality food 
on the table. With our business model well-
positioned at the beginning of the food 
value chain, we are given the opportunity 
to nourish populations and contribute 
towards food security, one of the 
United Nations’ Global Sustainability 
Development Goals.”  
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Ayala Land, Inc.

PHP8,000,000,000
7-year

Fixed Rate Bonds

Joint Lead Underwriter
Joint Bookrunner

May 2019

SM Prime Holdings, Inc.

PHP10,000,000,000
3-year

Fixed Rate Bonds

Joint Lead Underwriter
Joint Bookrunner

May 2019

PHP5,000,000,000
5- and 10-year

Fixed Rate Bonds

Joint Issue Manager
Joint Lead Underwriter

Joint Bookrunner

June 2019

Aboitiz Equity Ventures, Inc. Petron Corporation

PHP20,000,00,000
Perpetual Preferred Shares

Co-Lead Underwriter

June 2019

First Metro underwrites bond deals for two property developers

First Metro was one of the lead 
underwriters and bookrunners for the 
bond issuances of two leading property 
developers in the country — Ayala Land, 
Inc. (ALI) and SM Prime Holidngs, Inc. 
(SMPH). Both transactions were completed 
in May 2019.

First Metro executive vice president and 
head of Investment Banking Group Daniel 
Camacho said, “One of the main thrusts 
of First Metro is to raise capital for top 
Philippine corporations, whose success 
helps bring progress to our nation. We are 
always excited to work with ALI and SMPH 
for their fundraising activities, for we are 
confident that their development projects 
can ignite economic growth.”

ALI’s P8 billion 7-year fixed rate bonds 
was printed at 6.369%. On the other hand, 

SMPH’s P10 billion bonds due 2022 was 
priced at 6.2223% per annum. 

While this was the first tranche of ALI’s 
P50 billion shelf-registered bond program 
approved by the Securities and Exchange 
Commission (SEC), the latest SMPH 
issuance was the final tranche of its P60 
billion shelf-registered bond program. 
First Metro participated in all four tranches 
of the SMPH bonds that were first issued 
in 2016.

Proceeds from the ALI bonds will be used 
to finance the company’s general corporate 
requirements and for capital expenditures 
on the following projects: the construction 
of Seda Hotels Bay Area in Parañaque, 
development of Cebu IT Park, expansion of 
BGC Seda Hotels, and development of Arca 
South Estate.

In photo during the ALI listing ceremony is First 
Metro president Rabboni Francis Arjonillo (third 
from right) together with the representatives from the 
other joint lead underwriters and joint bookrunners.

In his message during the listing on PDEx 
of SMPH bonds, SMPH chief finance 
officer John Ong said, “The net proceeds 
of the issue will help finance our capital 
expenditure program for the construction 
of new malls, expansion and redevelopment 
of existing malls, and new office projects 
for the period 2019-2021.”  

First Metro dominates FMAP Awards

First Metro and several of its officers reaped various 
recognitions at the 19th FMAP (Fund Managers 
Association of the Philippines) Awards. The 
investment bank ranked 3rd in the Best Fixed Income 
House category. 

In trading, First Metro vice president David Ignacio 
Estacio and senior manager Bernice Joyce Nobleza 
were named Best Local Traders, ranking 1st and 2nd 
respectively, while assistant vice president Percival 
Peña ranked 3rd Best Global Trader. In the Best 
Salesperson category, First Metro senior manager 
Mary Grace Singson and assistant manager Ignacio 
Pardo ranked 1st and 3rd respectively. 

Established to foster solidarity among the different 
investment sectors, FMAP is the trade organization 
of Philippine fund managers.  

In photo with their awards are (L-R) First Metro assistant vice president Percival Peña, senior 
manager Grace Singson, vice president Dave Ignacio Estacio, senior manager Bernice Joyce 
Nobleza, and assistant manager Ignacio Pardo.
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“With property prices going 
up and the industry expanding 
vigorously, we can see how the 
funding of property developments 
will need to be diversified from 
just bank lending. Of course, 
property companies can issue 
bonds and tap the capital markets, 
but REITs should be a compelling 
funding structure moving 
forward.”
- Francisco Sebastian
   Chairman, First Metro

PHL REITs: From convincing to compelling

“REIT is a financial product whose time has 
come,” said First Metro chairman Francisco 
Sebastian. 

In his presentation at the 3rd APAC 
REITs Investment Summit, Mr. Sebastian 
said that financial trends conducive to 
Philippine REITs that were convincing in 
2010 during the previous Summit were 
not only sustained but in fact have turned 
even more compelling in 2019. For one, 
domestic interest rates remained low, which 
is supportive of REITs as an alternative 
investment. Second, the Philippine peso, 
which Mr. Sebastian had professed was 
a legitimate investment currency back in 
2010 given our country’s solid economic 
fundamentals, has enjoyed a period of 
stability especially with the country’s           
credit rating now two notches above 
investment grade.

Mr. Sebastian then identified the 
economic fundamentals that were driving 
the strength of the peso. First is OFW 
remittances, which grew to USD29 billion 
in 2018 from USD19 billion in 2010.      
Second is BPO revenues that have reached 
over USD24.5 billion, almost the size of 
OFW remittances. 

Mr. Sebastian explained, “The result of 
these inflows is an increase in our gross 
international reserves, growing steadily 
for the past 9 years, from USD62 billion to 
now over USD85 billion. We have also kept 
our foreign debt obligation steady and still 

low at USD79 billion. We in fact now have         
more international reserves than foreign 
currency debt.”

On top of these positive developments, 
Mr. Sebastian gave two other fundamental 
boosters of the country’s foreign exchange: 
FDI (foreign direct investments) and 
tourism, which on a broader perspective 
are also the new engines of growth of 
the Philippine economy and the property 
sector. The country’s FDI reached USD10.3 
billion in 2017 from only USD1 billion in 
2010. Tourism is also beginning to become 
significant, both in terms of the number of 
tourists, which grew from 3.5 million visitors 
in 2010 to 7.1 million in 2018, as well as 
receipts. As the country continues to build 
airports, tourism should grow steadily and 
at a faster rate moving forward.

He also shared a banking perspective on 
why REIT is now an even more compelling 
financial product in the Philippines. One 
is the rising loan-to-deposit ratio (LDR). In 
2010, industry LDR was only around the 
65.0% level. Last year it had gone up to 
about 79.0%. And for some of the biggest 
banks, their LDR of 55.0% in 2010 has risen 
to over 80.0%. While banks were able to 
lend and absorb the funding requirements 
of property companies in the past, that 
situation is steadily changing.

The other indicator that should be watched 
closely is the level of real estate loans. 
In 2010, real estate loans constituted only 

14.0% of total bank loans. This has gone up 
to 20.0%, which is the regulatory limit of 
loans that banks can lend to the real 
estate sector. 

He likewise cited the growth of the 
property sector in the local stock market. 
From 2010, the property index of the stock 
market grew 17.0% annually compared 
to the PSEi’s (Philippine Stock Exchange 
index) 11.0% CAGR. Correspondingly, the 
property sector’s market capitalization rose 
from P350 billion to P2.2 trillion and now 
represents 22% of the total, compared to 
only 12.0% in 2010.

“We can take these indicators as empirical 
and statistical proof of how robust the 
property sector has been in recent years 
that will necessitate a more diversified 
funding source,” said Mr. Sebastian.  

2019 Annual Stockholders’ Meeting
First Metro Board of Directors

Francisco C. Sebastian (Chairman)
Arthur Ty (Vice Chairman)

Rabboni Francis B. Arjonillo (President)
Ismael G. Cruz

Martin Q. Dy Buncio
Joshua E. Naing

Raphael Perpetuo M. Lotilla (Independent)
Rufino Luis T. Manotok (Independent)

Philip G. Soliven (Independent)

Board Advisers
Florencio T. Mallare

Mayo Jose B. Ongsingco
__________________

Alesandra Ty (Corporate Secretary)
Nimfa B. Pastrana (Assistant Corporate Secretary)

Nicholas James T. Dy Buncio (Assistant Corporate Secretary)
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Philippine economy will be stronger 
(continued from page 1)

In the local bond market, interest rates 
are projected as follows: one-year at 
4.125-4.375%, three-year and five-year at 
4.50-4.75%, ten-year at 4.625-4.875%, and 
twenty-year at 4.875-5.125%

The Philippine Stock Exchange index is 
projected to rally to 8,400-8,800 with price 
earnings (PE) ratio of 18-19x in the second 
half of 2019. Corporate earnings are seen 
to recover from 8.6% (in the first quarter) 
to 10.0% underpinned by GDP growth 
recovery and policy stimulus from the BSP 
amid an inflation downtrend. 

The fixed income market had a spectacular 
performance in the first half of 2019, 
already surpassing its 2018 performance, 
and is on track to possibly exceed the 
record-high volume of 2017. The bulk of 
the volume came from the government’s 
22nd tranche of Retail Treasury Bonds, 
whose size (P236 billion) is almost twice its 
2018 issuance, and the bank bonds, which 
raised a total of P95 billion. 

The equities market, on the other hand, 
had a lackluster performance, raising only 
a total of P16 billion comprised of the P8 
billion stock rights offering of PSBank and 
some private placements. For the rest of 
the year, First Metro expects the volumes to 
recover given the renewed interest around 
REITs, as well as resumption of IPOs.  

GDP Growth 6.0-6.5%

Inflation 2.7-3.0%

OFW Remittances 2.0-4.0%

Exports 2.0-6.0%

Imports 10.0-14.0%

USD/PHP P52-53/$

Interest Rates

1Y: 4.125-4.375%
3Y: 4.50-4.75%
5Y: 4.50-4.75%

10Y: 4.625-4.875%
20Y: 4.875-5.125%

Infra 
spending-to-GDP 5.0-6.0%

NG Debt-to-GDP 43.0-44.0%

PSEi 8,400-8,800

Forecast Summary

BSP to further cut RRR... 
(continued from page 1)

Mr. Arjonillo explained, “The policy rate and 
RRR cuts are aimed at stimulating growth 
to propel the economy forward, to cheapen 
the cost of money, encourage borrowings, 
spur consumption spending and secure                  
the ability of the people to pay for loans  
and debts.”

The BSP also hopes to attract more foreign 
investments because the financial conditions 
are more relaxed and therefore more 
conducive to business expansion, resulting 

in a more positive environment for 
businesses seeking funds. The reduction on 
RRR would also deepen the debt market, 
open up new borrowing channels, and keep 
the country competitive relative to its 
Asian peers.

“The Philippines’ reserve ratio is much 
higher compared to our neighbors in 
Southeast Asia – Indonesia (6.5%), Malaysia 
(3.5%), Vietnam (3.0%) and Thailand (1.0%). 
Even the RRR of  China (13.5%) and India 
(4.0%) are lower than ours,” said 
Mr. Arjonillo.  

‘Invest in the growth potential of the PH economy’ — FAMI

First Metro Asset Management, Inc. 
(FAMI), the fund management arm of First 
Metro Investment, called on company 
directors, CFOs, other decision-makers 
and investors to invest in the country’s 
promising growth story.

Speaking at an investors briefing, FAMI 
president Karen Liza Roa said, “The 
Philippines is a consistent performer. Our 
economy registered an above 6.0% GDP 
growth for eight years in the last decade, 
proving its strength and resiliency despite 
the changes in government administration 
(from Arroyo to Aquino to Duterte), 
natural calamities, and a volatile market 
environment.”

Ms. Roa added that compared to its 
ASEAN peers, the Philippines – with an 
average GDP growth of 6.4% in the last 
five years – emerges as one of the top 
economies in the region. Malaysia posted 
an average growth of 5.2%, Indonesia 
5.0%, Thailand 3.1%, and Singapore 3.0%.

First Metro vice president and head of 
Research Cristina Ulang backed Ms. Roa’s 
statements, saying that the Philippines’ 
robust demographics and improving 
ease-of-doing business make it a good 
place to invest in.  

“The continued growth of the Philippine 
economy is attributable to the strength 
of the domestic economy, driven in large 
part by household consumption and 
government spending, and thus, less 
vulnerable to global event risks such 
as the US-China trade war,” Ms. Ulang 
explained. 

She stated that the key sectors driving 
the economy’s growth are household 

consumption, foreign direct investments, 
manufacturing, tourism, construction and 
infrastructure. She said that these economic 
drivers should serve as an investor’s guide 
when choosing what particular stocks to 
invest in. 

Ms. Roa suggested investing in a diversified 
portfolio of stocks to have a better chance 
of getting the rewards brought about by 
these growth drivers while minimizing 
risks. “That may sound tedious given the 
many available stocks in the market, but by 
referring to an index, such as the Philippine 
Stock Exchange index (PSEi), one would 
know where to invest,” she said.

She added that investors can also refer to 
the First Metro Consumer Index, which First 
Metro developed with globally renowned 
index provider MSCI, Inc. The First Metro 
Consumer Index is composed of twenty 
stocks with huge revenue exposures to 
industries that benefit from the economic 
growth drivers. The performance of the First 
Metro Consumer Index is tracked by the 
First Metro Consumer Fund, which FAMI 
launched last year. 

Ms. Roa likewise referred to the upgrade the 
Philippines earned from global debt watcher 
Standard & Poor’s in April this year. The 
“BBB+” is the country’s highest credit rating 
to-date. “Others are now seeing the value 
of investing in the Philippines. It is high time 
we do the same,” she said.

“The credit ratings upgrade validates what 
we at the First Metro Group have always 
believed in – that the Philippine market has 
a huge potential. We saw it before the first 
investment grade rating from Fitch in 2013, 
and we continue to keep that confidence in 
our country’s growth story,” said Ms. Roa.  
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Movie Night (Avengers: Endgame)
May 10, 2019 | Power Plant Mall

Capital Markets Briefing for the IT and Business Process Association of the Philippines
April 3, 2019 | The Peak, Grand Hyatt Manila

Investment Literacy Program for Pasig Diocesan School System
May 16, 2019 | Immaculate Conception Cathedral


