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Ayala Corp raises P13.5B

from preferred-share sale

* By VG CABUAG

YALA Corp. on Thursday
said it raised some P13.5 bil-
lion from the sale of its pre-

ferred share, some P1.5 billion short of

its total offer as not all of its overallot-
‘ment option were sold.

The companysaidin itsreport
to the Philippine Stock Exchange
that it sold all of of its 20 mil-
lion share-base offer and only 7
million of its original 10 million
preferred class b series 2 shares.

The offering started on Octo-
ber 23 and ended on Wednesday,
October 29.

The preferred shares were
sold at P500 apiece and willhave
dividend rate of 5.575 percent
per year.

The shares will be issued on

[
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November 5, the same time it
will become available for trading
at the PSE.

Class B shares, which are not
convertible to common shares,
are available for purchase toboth
localandinternationalinvestors,
but the companywillonly sell the
securities locally.

The shares are perpetual eg-
uity securities that have prefer-
enceinthe paymentof dividends.
If the shares are not redeemed at
the end of the fifth year from the

- - - - - ——
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date of issue, the dividend yield
shall be reset to higher of either
the original dividend rate or the
sum of the closing of thefive-year
secondary market rate for bonds
plus a spread of 175 basis points.

Onthe 10th year, thedividend
rate shall reset to the higher of
either the adjusted dividend rate
or the sum of the closing of 10-
year secondarymarketrateanda
spread of 300 basis points.

Proceeds of the offer will be
used by the company topay offits
maturing domestic loans reach-
ing P12.98 billion.

The company said it has a
P1.46-billion loan from Metro-
politan Bankand Trust Co.and P5
billion from Banco de Oro. Both
loans fell due in October.

Ayala has a P1.49-billion loan
in corporate note from various
lenders, which included Govern-
ment Service Insurance System
and Philippine American Lifeand
GeneralInsurance Co., fallingdue
in February 2018 and another PS5
billion loan from BDO that will
mature in November 2018.
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Ayala Corp. raises
P13.5 billion from

. preferred share | issue |

AYALA CORP. (AC), the holding
company of the Ayala Group of
Companies, on Thursday said it
raised a total of P13.5 billion from
its offering of class B series 2 pre-
ferred shares to be issued on Nov.
5, with proceeds to be used to refi-
nance debt.

In a statement attached to a
disclosure, the country’s oldest
conglomerate said it sold 20 mil-
lion shares worth P10 billion,
which constitute the base offer.

It also sold an additional seven
million shares worth P3.5 bil-
lion “in order to address excess
demand for the shares.” The maxi-

mum overallotment option was.

P5 billion.

Ayala Corp. has a total of P12.95
billion in debt, according to a reg-
istration statement filed with the
Securities and Exchange Commis-
sion last Oct. 13.

Brokendown, theseare:aP1.46-
billion loan from Metrobank due
| October 2014; a P5-billion loan
from Banco de Oro due also in Oc-
tober; P1.49 billion worth of cor-
porate notes due February 2018;
and a P5-billion loan from Baggo
de Oro due November 2019

The shares, which will be re-is-

1

sued from Ayala’s capital stock, were

sold at P500 apiece and carry an
interest rate of 5.575% per annum.
The offer period ran from Oct.
23t029.
BPI Capital Corp. won the man-
dates for issue manager and lead

underwriter. BDO Capital Corp. -

and First Metro Investment Corp.
were also joint lead underwriters.

“AC expects to use the net pro-
ceeds from the Offer... solely to

e~
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refinance certain peso-denomi-‘
nated debt obligations. The terms

of each of these debt obligations
have provisions that allow for

prepayment by AC of outstanding

amounts prior to their final matu->
rity,” the document read.

In case the net proceeds exceed
the total amount of debt, the com-
pany said it will use the extra funds:
for general working capital.

“Correspondingly, if the netpro-!
ceeds are less than the above total,
Ayala will satisfy the balance from -
internally generated funds and/
or other credit facilities mcludmg
bank borrowings as Ayala consnd—
ers commercially favorable at the
relevant time,” the document read.

Ayala Corp. is primarily en-
gaged in real estate and hotels;
financial services and insurance;
telecommunications; water distri-
bution and wastewater services;
electronics manufacturing solu-
tions services; automotive dealer-
ships; business process outsoure-
ing; investments in overseas real ‘
estate projects and technology-
related ventures; power genera-
tion; and transport infrastructure.

It is 50.56% owned by Mermac,
Inc., 10.52% by Mitsubishi Corp.,,
and the rest by the public, while
its significant subsidiaries include
Manila Water Company, Inc,
Ayala Land, Inc,, and Integrated
Micro-Electronics, Inc.

The conglomerate reported a
34% year-on-year rise in net profit
for the first half of the year to P9.8}
billion.

On Thursday, its shares gained
P8.50 or 1.27% to close at P680
apiece. )
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‘New rules on collateral
‘credit positive’

{ THE BANGKO Sentral ng Pilipi-

j nas’ (BSP) new regulation govern-
ing the use of real estate to secure
a borrower’s loan bodes well for
Philippine lenders’ credit score,
Moody’s Investors Service, Inc.
said yesterday.

In its biweekly “Moody’s Credit
Outlook”, the global debt watcher
said the fresh rules are expected
to force domestic lenders to trim
their exposure to the percolating
real estate market.

“The new regulation is credit

" positive for Philippine banks be-
cause it will require them to cap
the value of real estate collateral
and will accelerate loan-loss pro-
visioning for distressed loans,” the
report read.

Under the BSP directive, an-
nounced last Oct. 20, only 60% of
the appraised value of aborrower’s
property should be treated as loan
collateral. That means when the
. borrower defaults, the property

won’t be enough for the lending
* bank to recoup all of its losses.

—

The remaining 40% will be
booked as unsecured loan, which
means banks need to set aside
more funds to cover possible
losses when the account becomes
distressed.

On ‘Wednesday, BSP Governor
Amando M. Tetangco, Jr. reiterat-
ed that the cap on the value of real
estate collateral is distinct from
the loan-to-value ratio which, he
said, remains an internal policy
among lenders. That ratio dictates
how much a borrower needs to
shell out from his own pocket
when purchasing homes through
mortgage.

Moody’s also noted that the
BSP told banks to be prudent in
lending to affiliates. The single-
borrower limit is 25% of the banks’
net worth.

“Because most Philippine
banks are already exposed to
real estate through their large
conglomerate owners and loans
to their affiliates, which are also
leading players in the real estate

- - - e

market, we expect the new regula-
tion to limit banks’ exposure to
real estate and related sectors,”
Moody’s said.

The new BSP regulation follows
the real estate stress test the central
bank introduced in July. The stress
test required banks to maintain
certain levels of capital buffers to
stem potential credit risks.

“The limit (on loan collateral .
and single borrowers), in combi-
nation with the stress test, will
protect asset-quality amid prop-
erty price volatility,” Moody’s said.

By Moody’s reckoning, loans
to the Philippine property mar-
ket have “grown rapidly over the
past five years, fueled by robust
economic growth and strong do-
mestic demand.”

It said that between 2009 and
the first half of 2014, the 19%

" compound average growth rate

of banks’ real estate loans is well
above the 12% growth of overall
banking system loans. — report
from J. V. E. Castillo
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Blggest Phlhppme fund manager buylng
shares as foreigners sell ;

THE LARGEST Philippine money
manager has been buying shares
as record foreign outflows drive
the country’s benchmark stock
index toward its biggest monthly
loss this year.

Frederico Ocampo, who be-
came chief investment officer
at Manila-based BDO Unibank,
Inc. last month, said he sees the
decline as an opportunity to buy

shares of banks, real estate, gam-
ing and power companies. The
benchmark Philippine Stock Ex-
change index rallied 1.1% yester-
day, extending early gains after his
comments,

“We always say buy on dips and
this is it,” said Mr. Ocampo, 47.
“It’s a trading window that we as
fund managers have to maximize.
We remain bullish for 2015 as

a resilient economy and robust'
corporate earnings growth will
support the equities market.”

Accelerating economic expan-
sion and corporate profits forecast;
to grow at least 13% next year will:
propel the benchmark gauge to as;
high as 8,000 in 2015, Mr. Ocampo
said. That’s a 12% advance from
today’s close.

Fund manager, S2/ 3
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'/ Fund Manager,
fromS2/1

The Philippine equity mar-
ket is overvalued and doesn’t
" offer opportunities to investors,
HSBC Global Asset Management
said in a statement Thursday.
; While the country’s long-term
& growth outlook supports part
of its premium valuation, infra-
, structure remains inadequate to
support its growing population
and economy, it said.
Even Mr. Ocampo says the
Philippine stock gauge may be
little changed through yearend,

before resuming its advance in

2015.
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VALUATION ‘JUSTIFIED’

' The ‘benchmark index is valued,
at 17.9 times projected 12-month
earnings, the most in Asia-Pacif-
ic, according to data compiled by
Bloomberg.

“The expensive valuationg
is justified, especially at a time)
when investors are looking for-
growth,” Mr. Ocampo said.

The Philippine economy will
grow 6.5% to 7.5% this year, ac-

¢ celerating to between 7% and 8%
in 2015, according to government
forecasts.

Mr. Ocampo said BDO added
to holdings.in banks, property,
gammg aﬂd“‘power generator%
while cutting mining and-tele-
com companies. Power genera-
tors will benefit from anticipated

relectricity shortages next year,
while gaming stocks will lure
investors as casinos open in
Manila’s Entertainment City, he
said. — Bloomberg
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SSS taps fund managers -
to diversify portfolio

BY ANGELA CELIS

ments to three local fund managers,

to help diversify its portfolio -

A Lo, < ;
THE Social Security System (SS§) will outsouree some ofits invest- :
[

and benchmark comparative inves

tment classes.

The pcnsion‘fund‘ said that t&c fund managers will each handle
-P1 billion investible funds allocated in a mix of equity and fixed

»income securities. !
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To bid for thE fund hrrﬁﬁagcment contract, the companies must
be duly licensed and have at least five years in fund management +

experience, with investment If):crfonnancc published in national

broadsheets, the SSS said.

It must also have ‘Assets Under Management of at least P10 bil-
lion in equities ind at least PZS:billion in fixed income securities

as of Dec. 31, 2013’

~ The pension func_ifs:u’d that the deadline of submission of eli-
gibility documents to the SSS‘!{\éad Office in Quezon City is on

November 18.

Appointing external fund managers by the SSS is allowed as per

Section 26-A of Republic Act NG. 8282 or the Social Security Act
i .

n

of 19977 -

Early this year, S§S President amd Chief Executive Officer Emilio
de Quiros Jr. said that the agency would like to take advantage of

the investment skills of fund managers. ;@
This is the first time that the agency will h{!r‘c
fund managers to handle its investments.
“It will be small, we’ll start with a billion each,
so that’s around P3 billion. We’ll l?uﬂd that up
eventually,” De Quiros said. * ‘ .
The pension fund’s investible funds is around
P370 billion. . : 2
“We're going to choose the fund managers
based on the amount of assets, that they’re man-
aging right now and based on their pe}'fonnan&e
in the past,” de Quiros previously said. ;
“We're looking at evaluating them cvel;y

— o -
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See SSS> Page A4
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will be
two years. The top two funfj managers will
retained and the last one will be dropped,” he

‘added.

De Quiros said that the fund managers will
only manage local investments.

“Once we’ve gained experience on outsourc-
ing to fund managers, then we can start lqokmg
beyond Philippine shores,” De Quiros said.

“I think it’s important (to hire fund managers).
One, you are able to compare the pcrforrnan’ce
of fund managers versus in-house, and you rzs
able to learn from them in terms of strategies,

" he added. :
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~ SSI shares démand
robust; offer ends

BY ALBERT CASTRO

SSI (Stores Specialists Inc) Group, Inc., said
orders from forelgn institutional buyers
exceeded by scvcral times the number of
shares offered and that domestic take up:
has been robust as it closed its initial public
offering (IPO) ycstcrday

SSI plans to raige as much as P7.45 billion
on a total of 993.9 million shares, at an offer
price of P7.50 apjece.
" Thé IPO is divided into 864.2 million
shares comprising the primary offer, and an-
othet 129.6 million for the secondary offer.

Approxxmatelyﬁso percent of the offer
comprises pnmary shares while the rest are
secondary. sha.regfrom existing sharehold-
ers. The offered shares are divided into,

. N—
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695.7 million unissued common shares and
.168.52 million shares held by sellmg sharehold-
ers, for the primary offer{and "another 129.63
'million shares covering the grccnshoe orlover-
allotmént option. 1

Shares will be listed by Novembcr 7. {';

The company plans to use the procccds to

.expand its specialty rctall'fbusmcsses tolfun
additional investments in the Fam1ly Ma k:on—

venience store chain and Wellworth' dcpartmcnt

- stores and to retire some debt.SSI Grouﬁ’rcp-

resents 103 international brands and operatcs

655 stores as of June 30, 2014/ “
SSI Group has secured cornerstone inves-

\ SSI

See SSI> Page A4

tors who committed to take up 34 percent
of the offered shares - Bank of the Philip-
pine Islands Asset Management and Trust
Group, Government Service Insurance
System, Havenport Asset Management Pte
Ltd, Macquarie Asia New Stars Fund, MLIS
~ York Asian Event-Driven Ucits Fund, and
York Asian Opportunities Investment Mas-

“ter Fund.

. The company is looking at a2 more robust
growth, capitalizing on the 12 percent com-
pounded growth it had between 2011 and 2013
and a 52.6 percent compounded growth in net
income for the same period. -
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Ayala raises P13.5 billion from
sale of pre ferred shares non-voting

Ayala Corporation, the country’s old-
est conglomerate, has P13.5 billion from
the issuance of its Series 2 Class I3 Non-
Voting Preferred Shares from a possible
maximum offer size of 15 billionr. -

In a disclosure to the Philippine
Stock Exchange, Ayala chief finance of-
ficer Delfin C. Gonzalez Jr. said the firm
sold 20 billion shares, at 500 per share,
constituting the base size of the offer.

In addition, as a result of the ex-
ercise of its oversubscription order
to address thelexcess démand for the
shares, an additional 7 billion shares
for 3.5 billion. It had set aside as inuch
as 10 billion shares worth £5 billion for

oversubscription.

Ayala had set the dividend rate for
the preferred shares at 5.575 percent
per year due to strong investor demand
during the book-building process.

The firm said it is offering £10 bil-
lion worth of shares, at 500 per share,
to investors from October 23 to 29, 2014
plus P5 billion worth of shares to cover
overallotments.
 The shares will be issued on No-
vember 4, 2014 and will be tradable on
the PSE.

Proceeds from the issue will be used
by Ayala solely to refinance certain peso
denominated debt obligations. Ayala
expects to apply the proceeds toward
such pre-payments within 12 months

= = from the issue date.

' If the net proceeds exceed the
loan repayment, such excess will
be used for the general working
capital of the company.

But, if the proceeds are lower,
Ayala saxd it will satisfy the bal-
ance from internally-generated
funds or other credit facilities in-
cluding bank borrowings “as Ayala
considers commercially favorable
~ .atthe relevant time.”

The Ayala Group earmarked nearly
190 billion for capital expenditures *
this year to continue its investment
programs in its real estate, banking,
telecommunications, and water busi-
nesses as well as to ramp up its new
businesses.

Ayala reported that its net income
jumped 34 percent to 9.8 billion in the'
first half of the year, driven by the solid$
performance of its core businesses,
particularly Ayala Land, Globe Telecom,
and Manila Water. '

Equity earnings from Globe, which
quadrupled year-on-year, more than *
offset the decline in the contribution
of banking unit, Bank of the Philippine
Islands (BPID), which registered lower *
trading gains in the first half of this
year.

The substantial improvement in
equity earnings from international busi-
nesses also boosted earnings in the first ,
semester, which included a #1.8 billion
net gain from the sale of Stream Global
Services, Inc. by Livelt.

Altogether, these put total equity
earnings in the first half of the year at
P12.8 billion, up 35 percent versus the I

same penod last year
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Petron schedules early

redemptién of P10-B notes

Leadmg 01! firm Petron Corporation
is schedulmg an earh r redemption of
its P10+ bllhon notes facility b}’ Decem-
ber this year

The company, ina “&:losure to the
Phlhppme Stock E;(_g:hange E), has

t nobed that its execunvg ggmmlttee has
‘ approved the rec redemptlo of the 1§er1es
B Notes (whxm ued by,the cor-

pora’t'lgn undeﬁthe fixed rate corporate

no—t,‘e?facxli Y. agre ement dated

Bank”(;%' the Phj pp
f anagement and’H'
engaged as facmty a
d "I‘lrtargeggeagmptmn dateof the
Sen%’

Bnotesx o December.5¥2014.
The*cﬂ&rp(oratlon ex rcnsém 1t%arly
redemphon optionfunder Thelprovi-

mné"(")”z“L Ehw‘e Noteg Facility Agre;ement,”
Petron said %
The ail ﬁr ;

lained that

jer ol

l such&g‘\‘e waskonyac -&mtiﬂthe
rate of the final w1thhold|ng tax on'th

i mterest coupon On the Series B Notes

that the Corporation shoulders,” in ac-
cordance with the transaction.

It emphasized that such rate on
the tax for the coupon had already
inched up from 2.0-percent in 2009 to "
20-percent in December 2012.

The company previously raised
funding for the expansion of its retail
network as well as on its foray into put-
ting up its own power generation facility
to serve the requirements of its refinery
in Limay, Bataan,

In 2010, the company has targeted
massive expansion of its retail network
with the addition of 1,000 stations until
2015 or at a rate of 200-station retail
portfolio beefing up on a yearly basis.

Beyond the retail segment, the oil
firm also funneled hefty capital outlay
of $2.0 billion for its refinery upgrade
which will be reaching full commercial
operations next year.

This venture will elevate the facil-
ity’s stature into a “more complex
refinery” which will then enable it to
extract more high-value products that
could help shore up the company;
revenue stream, - _5}
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SSI shares for foreign
investors oversubscribed’

5}, MADELAINE B. MIRAFLOR
» BRI AR —

he shares of SSI Group,
Inc., the country’s larg-
est specialty retailer,
have been oversub-
scribed by foreign investors dur-
ing the international road show
conducted by the firm in line with

its #7.45-billion initial public offer-

ing (IPO) next month.

The international road show
of the company for its scheduled
listing in the Philippine Stock
Exchange (PSE) was held in
Singapore, Hong Kong, and
London.

During the roadshows, SSI
Group said orders from foreign
institutional buyers exceeded
by several times the number of
shares offered and that domestic
take up has been robust.

To be listed in the PSE on
November 7, the shares of SSI
Group was priced at P7.50 per
share.

SSI Group earlier set the
indicative price range for its IPO
within £7 to £7.50.

SSI Group vice president for
investor relations Marti Atienza
said the group set its price within
that range because it reflects its
earning potentials.

T e P s~ wy -

The group’s public offering
is intended to raise P6.5 billion}
with the issuance of 864.2 million
shares but should the over-all
ment option for additional 1296
million shares be fully exemlse(L
by the company, the IPO could
raise as much as £7.45 billion.

The company plans to use
the proceeds to expand its spe-
cialty retail businesses, to fund
additional investments in the
Family Mart convenience store
chain, and Wellworth department .
stores and to retire some debt. |

As of June 30, 2014, SSI Group
represents 103 international}
brands and operates 655 stores. *

SSIGroup’s publicoffer forits |
shares will end today [Friday].t §

. Beforehand, SSI Group had}
already secured cornerstone in-:
vestors who committed to take up
34 percent of the offered shares.

These “cornerstone inves- 5§
tors” include Bank of the Phlhg}
pine Islands Asset Management
and Trust Group, Government
Service Insurance System, Ha-
venport Asset Management Pte
Ltd, Macquarie Asia New Stars
Fund, MLIS - York Asian Event+
Driven Ucits Fund, and York
Asian Opportunities Investrnent
Master Fund.
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By Julito G. Rada

program.

“The Fed's announcement
of the end of taper was widely
expected, and to the extent this
confirms the underlying strength
of the US economy,” Bangko
Sentral ~ Governor  Amando
Tetangco Jr. said in a text

- . i Vr——— © - -
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THE Bangko Sentral ng Plllpmas said

> Thursday it may keep interest rates
steady, even after the US Federal Reserve
announced it will end its stimulus

message to reporters.

He said the Fed action “gives
us some latitude to keep rates
steady [as our own domestic
inflation dynamics are also now
fairly stable] and allows previous
monetary policy actions to filter

-

through the economy.”

The US" Fed, citing the
improving labor - market in the
world’s largest economy, said
it would end its bond-buying
program, which signaled
potential increase in US interest
rates in the future.

The Fed’s bond buying, also
known as stimulus program, led
to lower interest rates and helped
drive funds to and contribute to
volatility in emerging markets
such as the Philippines.

Tetangco said the latest Fed’ s!
action was also seen as having-
positive effects for emerging

market economies and trading
partners of the US, including the
Philippines.

“This also takes out one aspect
of uncertainty in the market.
However, language that Fed cpuld
keep rates low for a considerable
time, could still keep market
participants on the lookout and
therefore still mean some market
volatility before the lift off actually
happens,” he said.

Tetangco said the Bangko

Semral would remain watchful
of market conduct, especially in
the near-term in the spot foreign
“to check for

exchange market,

of October.

threats of possible excessive
moves and if there is need for
BSP to act.”

Private  economists  earlier
said there could be no further
policy-tightening measures from
the Bangko Sentral for the rest
of 2014 as inflation likely eased
from a peak of 4.9 percent in
August.

“We think the BSP is done with
its tightening cycle for the year,”
First Metro [nvestment Corp. and
University of Asia and the Pacific
said in the Market Call Capital
Markets Research for the month

"VOLUME 425.200M

FRIDAY ‘OCTOBER 31,2014 B

The Monetary
policy-making body of the
Bangko  Sentral, kept the
benchmark interest rates steady
at 4 percent for ovemight
borrowing and 6 percent for
overnight lending last week on
benign inflation outlook.

The board said inflation-
expectations remained broadly
stable and aligned to the inflation
target.

Inflation rate in September
cased to 4.4 percent from 4.9
percent in July and August this
year due to lower increases in the
prices of commodities.

Board, the _
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* By Jenniffer B. Austria

SSI Group Inc., a specialty retailer controlled by the Tantoco family, said its initial
public offering has been warmly received by offshore investors.

SSS, which resells 103 international brands in the Philippines and operates
convenience Stores through the FamilyMart chain, said in a statement orders from
foreign institutional buyers exceeded the shares offered by. several times while
domestic takeup had also been robust.
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SS1 recently completed international roadshows in Hong Kong, Singapore and

London. Offer period, which stared on Oct. 27, will end on Oct. 31.
SS] set its [PO price at P7.50 per share, at the top end of its P7 to P7.50 indicative
range. The shares will be listed with the Philippine Stock Exchange on Nov. 7.
SSI Group said prior to the roadshows, it had secured cornerstone investors who
committed to take up 38 percent of the offered shares.
These investors include Bank of the Philippine Islands Asset Management and Trust
Group, Government Service Insurance System, Havenport Asset Management Pte
C Ltd, Macquarie Asia New Stars Fund, MLIS — York Asian Event-Driven Ucits Fund,
York Asian Opportunities Investment Master Fund, HSBC-FS B for Macquarie Asia
New Stars Fund and RBC Investor Services Bank S.A. a/c Macquarie Asia New Stars
Fund (Macquarie FD S) )
The initial public offering could raise as much as P6.5 billion from the sale of 864.2
million shares, of which approximately 80 percent are primary shares to be issued by
-GSt Group and 20 percent ‘secondary Fhares‘ from existing shareholders. ~ =
An overallotment option for anothér 129.6 million shares could bring the total fund
raising to P7.45 billion, covering a total of 993.9 million shares.
The company said 1t planned to use the pgc__e‘e_ds to expand its specialty retail

businesses, - infuse additional
investments in the Family Mart
convenience store chain and Wellworth
department stores and to retire some
debt.

SSI Group represents 103
international brands and operates 655
stores as of 30 June 2014

SSI Group tapped HSBC, Credit
Suisse (Singapore) Ltd, and BPI Capital \
to manage the IPO.

It said after the IPO, the company
would have public float of 30 percent

_ while the shareholdings of Tantoco -
family in the SSI Group would drop to
70 percent.

SSI Group will be the third company !

to conduct an [PO this year. The first
two were DoubleDragon Properties
Inc. and Century Pacific Food Inc.

= e L ——
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Ayala sells preferred

' shares worth P13.5b

CONGLOMERATE Ayala Corp. sajd Thursday it has raised P13.5 :
billion from the sale of preferred shares. ¢

Ayala said in a disclosure to the stock exchange it sold 20 miltion ¢
shares at P500 apiece, worth P10 billion and another 7 million in
over allotment shares, worth P35 billion, ;

The series 2 of the Ayala Corp’s Class B non-voting preferred
shares were offered from Oct. 2310 29. The preferred shares carry a
dividend rate of 5,575 percent per annum. The shares wil] be issued
on Nov. 5.

Ayala said proceeds from the fund raising activity would be use
. to prepay debt. . !
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Holcim sets sits
on Lafarge’s assets

By Miguel R. Camus

HOLCIM Philippines Inc. is finalizing an of-
fer for select cement-making and related
businesses of Lafarge Republic Inc., ahead
of a $40-billion global merger between
their parent cornpames

- The company is currently conducting
. technical and financial due diligence, Hol-
‘cim Philippines president and CEO Eduar-
~ do Sahagun yesterday told reporters in a

‘briefing.

The cement-maker is also prepared to
borrow money to finance any acquisition,
' Sahagun added.

Holcim Philippines earlier identified the
assets it was keen to take on as Lafarge Ili-
gan Inc., Lafarge Mindanao Inc. and La-
farge Republic Aggregates Inc. The compa-

_ny said it would also consider Star Terminal
at Harbour Centre, Manila.

Holcim, which controls a thlrd of the

Philippine cement market, will see its mar-
ket share rise to about 37 percent once it

completes the transaction for Lafarge’s

- P —t

Mindanao assets by mld 2015, Sahagun
said.

There are other Lafarge plants that Hol-
cim Philippines is not interested in acquir-
ing. These include facilities in Bulaean,
Batangas and Rizal, which collectively ac-
count for about 22 to 27 percent of the mar-
ket, Sahagun said.

“They are not the best in the combina-
tion,” Sahagun said when asked why La-
farge’s other assets were not considered. “If
they are the best, then they will be select-
ed.”

Philippines’ sales rose by about 18 percent
to P8.1 billion year-on-year, while profit hit
P721.9 million, up by 4.4 percent.

The company’s profit in the nine months
to September hit P4. 04 bllhon—up almost
8 percent.

Sahagun said both private sector and.

government spending drove the company’s
growth with sales expected to continue to
rise as more public-private partnership
deals are rolled out.

Com s ——

In the third quarter of 2014, Holcim
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Share prices:close higher — ronpaes

Reserve finally ende;:}_: an asset purchage pro- . day reported that local equities are already

gram, citing improving erﬁpldyrnent figures. overpriced.

- Jonathan Ravelas of BDO Unibank Intc. yes- “HSBC believes that the equity market is
terday said that or.héi domestic facto_g'were currently over-valued, with near term chal-
keeping investors’ opimistic, like corporate lenges not fully priced in, and thus does not ;
earnings and low commadity. prices. L}%ut he. present opportunities o investors,” it said.
noted that the strengthiening of the US econo- A total of 12.4 billion shares changed
my could cap gains in E:qujn'&s here. ! hands, valued at P7.62 billion. The most ac- L
‘ a key tively traded stock was Philippine Long Dis-!

Ravelas noted that the}7,200 was
resistance level for the PSEI. ‘ tance: Telephone Co., which declined by!

P : i
' BDO is keeping it§ year-end forecast of 1.33.Itwasfollowed by Ayala Land Inc. (up}

17,000 for the PSEi,t{g‘ad(\i:ed.fi ‘ ET 1.53 percent) and BDO Unibank Inc. (up!
i HSBC Global Asset Management yester- 0.10 percent). Miguel R. Camus’
- - SRR -—-ﬂ"—-——-' A — B — - ——
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New BSP

Better risk
management,
lending standards

By Paolo G. Montecillo

THE BANGKO Sentral ng Pilipinas this
month unveiled a new rule to dampen the
banks’ appetite for the lucrative real estate
business, This, according to many, is just
what the banking industry needs.

+ Moody’s Investor Service in a new report this
week cheered as “credit positive” the BSP regu-
Jation that would strengthen credit risk man-
agement and tighten bank lending standards.

“The new regulation is credit positive for
Philippine banks because it will require them to
cap the value of real estate collateral and will
accelerate loan-loss provisioning for distressed
loans,” the debt watcher said in a report.

The regulation would also reduce the banks’
credit risk concentration among borrowers in
interconnected industries.

This follows the real estate stress test (REST)

Jimits on banks tha_t Ehg_B_SP igt{_oduce_:_q_ig Jgiy

i A

) FRIDAY, OCTOBER 31,2014 \

‘credit positiv

. —

REST limits linked the size of banks exposure
to real estate to the amount of capital they have

 set aside for possible losses.

The limit, in combination with the stress test,
will protect asset-quality amid property price
volatility. '

Moody’s said most Philippine banks are al-
ready exposed to real estate through their large
conglomerate owners and loans to their affili-
ates, which are also leading players in the real
estate market.

The new regulations are expected to limit

banks’ exposure to real estate and related sec-
tors.

The new regulations have two key elements: a
cap on the value of real estate collateral at 60 per-
cent of appraisal value and an expanded definition
of large exposures. Banks myst migrate to these

For the purpose of treating aloan as secured,
banks will have to cap the value of real estate
collateral at 60 percent of its appraisal value.

Although banks will still be allowed to lend
above the 60. percent cap, the remaining por-
tion will be treated as an unsecured loan, and

will require banks to set up higher provisioning’

for potential loan losses if the account were to
become distressed.

-

-

-

rule seen’
¢ for lenders
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Technology firm p

/By Doris C. Dumlao

TECHNOLOGY firm Xurpas Inc., one of the
country’s major independent mobile con-
sumer content providers, has obtained the
approval of the Securities and Exchange
lCornrnission for its plan to raise as much as

'P1.43 billion via an initial public offering.

Based on SEC documents, Xurpas was given
ithe go-ahead to sell 344 million primary com-

! non shares through an initial public offering at

*a maximum price of P4.19 per share, to bring

" 20 percent of its total shares to public hands.

" Xurpas is a technology company specializing
in the creation and development of digital
products and services for mobile end-users. Its
portfolio includes online casual games, mes-
saging and other social discovery applications
as well as call/SMS/ data bundles, peer to peer

'mobile airime credit transfers and mobile

team of technopreneurs led by Nico Jose Nolle-
do (chair, president and chief executive offi-
cer), Raymond Gerard Racaza (treasurer and
chief operating officer) and Fernando Jude
Gardia (chief technology officer).
The company targets to list its shares on Now.
12 but the timetable is still subject to the ap-
proval of the Philippine Stock Exchange.
Xurpas plans to use the proceeds from the
offering for regional expansion, particularly to
\beef up distribution capabilities in Indonesia,
i Bangladesh and Thailand. The rest will be used
to develop and expand-existing content along-
side other general corporate purposes.
SB Capital is the sole issue manages, book-
runner and lead underwriter of this offering.
Originally incorporated in 2001 as a sub-
contractor of a Finland-based telecom operator
Sonera, the company has since then obtained a
license from the National Telecommunicatons
‘ Commission to create and deliver mobile con-
' sumer content directly to local telcos like
' Smart, Globe Telecom and Sun Cellular and
. other businesses. It is one of the largest inde-
- pendent mobile consumer content providers in
. the Philippines in terms of revenue.
' Xurpas has since then grown into a technol-
ogy company with an extensive mobile con-
surner content and services, portfolio designed

- — -

e -—

for mobile and online consumers. It has also
developed considerable expertise in creating,

other businesses. The company has grown by
an average of 75 percent from 2011 to 2013,
enjoying an average margin on earnings before

. interest and taxes of 42 percent over the same

period. . .
As of the end of 2013, the company had total

r— i

repares for P1.43-B IPO

assets of P182 million while total revenue and
net income for the year amounted to P252 mil-
lion and P133 million, respectively. In the first
semester this year, net income amounted to
P100 million on the back of P189 million in
revenue. ' _

For 2014, the company believes that its on-

line casual games business, with operating

-marginsma(c&ssofmpercent,wﬂlbeits

largest cash cow.

!
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The local benchmark index moved past

b the 7,100 mark on Thursday following the

1 US Federal Reserve’s decision to énd its bond
¥ purchase program.

The Philippine Stock Exchange index (PSEi)

i surged 1.10 percent or 77.68 points to close at

T 7.170.99, while the broader all shares index

gained 0.86 percent or 35.98 points at 4,225.46.

Astro del Castillo, managing director at First

Grade Finance Inc., said the combined influence

" the Fed’s decision and leads from third quarter

- - o C ——— B

By RICHMOND S. MERCURIO

earnings of listed companies lifted the bellwether
index back to the 7,100 level after staying below
the mark in the past two trading sessions.

“Investors were waiting for the move of the
fund managers,” Del Castillo said.

The US Federal Reserve on Wednesday de-
cided to keep interest rates on hold as well as end
its quantitative easing stimulus program which
started in 2008.

< ————

'End of US bond buying program boosts mdex

The decision, however, has had little 1mpact.
on the US market as indexes in Wall Street fell in X
the negative territory.

The Nasdaq tumbled 0.33 percent, the Dow |
lost 0.18 percent, and the S&P 500 dropped 0.14 |
percent.

In the local market meanwhile, four counters
finished in the green led by holding firms which
climbed 2.21 percent or 135.43 points. Services
and mining and oil firms lost 0.34 percent and
0.30 percent, respectively.

- — - - — -
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Market warms up
to SSI public offer

By RICHMOND S. MERCURIO 3

. Tantoco-owned specialty
‘retailer SSI Group Inc. said it
has received strong demand
both locally and abroad for its
shares which are expected to
be listed on the Philippine Stock
Exchange by Nov. 7.

”Ordgers from foreign institu-
tional buyers exceeded by sev-
eral times the number of shares
offered and that domestic take-
up has been robust,” S5 said.

SSI started the public offer
-on Oct. 27 and is scheduled to
end today. The country’s largest
specialty retail company has set
its initial public offering (IPO)
price at P7.50 per share.

Before the roadshows, SSI
had already secured corner-
stone investors who committed
to take up 34 percent of the of-
fered shares.

The cornerstone investors
include Bank of the Philippine
Islands Asset Manag%ment
and Trust Group, Government

Service Insurance System, Ha-
venport Asset Management
Pte Ltd, Macquarie Asia New t
Stars Fund, MLIS - York Asian |
Event-Driven Ucits Fund, and
York Asian Opportunities In- |
vestment Master Fund.

The IPO could raise as much
as P6.5 billion on 864.2 million
shares, of which approximately
80 percent are primary shares to
be issued by SSI and 20 percent
secondary shares from existin
shareholders. - '

Should the over-allotment
option for 129.6 million shares .
be fully exercised, the IPO could -
raise as much as P7.45 billion on
a total of 993.9 million shares.

The company plans to use
the proceeds to expand its
specialty retail businesses, to
fund additional investments in
the Family Mart convenience*
store chain and Wellworth de-
partment stores, and to retireJ
some debt.
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