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‘Always Believe in Gold !

GOLD (1,92995, 151010, 1,472.82, 1500.90, +99.0500)
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Tulip Manila
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2010 ASIA TOP TOURIST DESTINATIONS
CHINA 55.67 million

MALAYSIA 24.58 million

HONG KONG 20.09 million

THAILAND 15.84 million

MACAU 11.93 million
SINGAPORE 9.16 million

SOUTH KOREA 8.80 million

JAPAN 8.61 million

INDONESIA 7.00 million
PHILIPPINES 3.52 million!!1!

Why Oh Why
PHILIPPINES?




WE HAVE THE
MAKINGS OF
ATOP
TOURIST
DESTINATION

WE NEED

INFRASTRUCTURE!




Economic Indicators that matter

Market Indicator

Economic Activity

Gross Domestic Product
(GDP)

Goods Market

Inflation Rate

Funding Market

Interest Rate

External Market

Foreign Exchange Rate
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Economists are puzzled about the recovery

1

Jonathan L. Ravelas 21.07.2011
T-MR

Slower global economic growth expected

2010 ® 2011 W2012
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Markets

Source: Bloomberg LP, IMF, BDO

12

Jonathan L. Ravelas 21.07.2011
T-MR




World Economy

Global growth to remain SLOW and UNCERTAIN
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G-7 unemployment remains high
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USA: What’s in a number?
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Europe: Sick Man of the World
S
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Greece dials a friend !
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‘Geopolitical tensions in MENA region
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Who’s next? Prince Ali?
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Japan’s Woes

Earthquake-Tsunami-Nuclear Crisis
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The State of Global Recovery

Direction remains unclear !
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Asia, leading the recovery race
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Philippines to post modest growth in the region |
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ASIA: Retains superpower status
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Asia Rising

Rising inflation could hurt consumption and

could reverse capital flows
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Falling Dominoes......

TR A
e
CoNSUMER
] GooDs And now the
. Euro and the
USA..what's

This threatens global recovery

24

Jonathan L. Ravelas 21.07.2011
T-MR

12



Global Outlook: Uncertainty rising

Jobless recovery in the US
Deepening Eurozone crisis
Rising risk premium in oil prices

Rising inflation in emerging markets
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Philippines: One Year into P-Noy’s term

Aquino reports minimum Peso hits - 80
Tax evasion case against $2.85bn from Japan 42.6352011
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Philippines: Today

Positive Negative

Strong OFW Remittance Inflow

Weak NG Balance Sheet, limited

Stimulus

The Flexible Foreign Exchange

Policies

Weak fiscal revenue structure

Possible Credit upgrade and

Change in NG’s borrowing mix

High, but lower government

external debt

Widespread English proficient and

well educated workforce

Political/Social tensions rising

from leftist and low income sectors
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Interest Rates bottoming out
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Mounting inflationary pressures .......
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Weak US dollar and portfolio flows supporting the peso.
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The Stock Market
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Reaching new highs
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2011: Forecast Summary

Indicator Range Best Worst | Consensus
Case Case
GDP (Average) 5.00 % t0 5.5% 5.5% 5.00 % 5.30 %
Inflation (Average) | 4.00% - 4.50% | 4.30% | 4.50% 4.50%
Dubai Crude($/bbl) | 100.00 - 130.00 | 105.00 | 115.00 110.00
PDSTF-3M Rate 1.00 % -4.00% | 3.00 4.00 4.70
PDSTF-5Y Rate 5.00% - 6.500% | 5.50 6.00 6.30

Currency 40.00- 46.00 41.00 44.00 42.00
Equities (EOP) 3,600 - 5,000 5,000 |4,550.00 N/A
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infrastructure lower energy costs streamline business processes

encourage business growth
more jobs
reduce poverty /

Jonathan L. Ravelas increase wealth 21.07.2011
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infrastructure

power and energy

electronics

outsourcing

tourism

agri-business

Things to watch?

Bold reforms
Deficit — Containing it!

rder of Battle

Revenue Generation (Taxes)
Infrastructure Spending
Social Services

Jonathan L. Ravelas
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What are the risk and challenges?
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MENA Crisis
Rising Geopolitical Risks
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EU debt problem

It’s not just a headline risk; it’s a real one !
39
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What Greece would look like

after the Crisis

40

Jonathan L. Ravelas 21.07.2011
T-MR

20



China is battling against soaring inflation

Can they manage to stay ahead ?
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Japan’s Tragedy

This has an impact on the global supply chain.
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Rising Commodity Prices

Geopolitical risks increased price volatility
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Roadblocks

Strong growth may lead to higher interest rates

ASIA _ . .
Possible curbing of portfolio flows
US Slow economic recovery
Restrictive banking regulations
Unmanageable budget deficits
EUROPE Credit crunch

Credit downgrades
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Why is FEAR not here?

There is no manifestation of global uncertainty
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The Challenge

Sustaining Infrastructure Spending
and Investments!
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Things to watch?

Bold reforms
Deficit - Containing it!

rder of Battle

Revenue Generation (Taxes)
Infrastructure Spending
Social Services

a7
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How?

INVEST

Long-term growth depends on investments made today
Purchasing power has improved and cost of capital is
“cheap”

CONSUME More

Domestic demand remains a key driver in the short term

PRAY Harder
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Investment Strategy

Asset Class Products 2011F
Fixed Income Cash Deposits
CASH Special Deposit Accounts(SDAs), Neutral
Money Market Funds

Fixed Income Fixed Income Treasury Notes, Diversify and shift to

Peso Denominated Local corporate bonds floaters from fixed
ROPs, USTs
Fixed Income Trade
USS bond funds

USDS$ Denominated Yield Range: 4.0% - 6.0%

(UITF, Mutual Funds)

Common stocks, stock funds
Equities Accumulate
(UITF, Mutual Funds)
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Chorus from the Greek Play Antigone

Not only do men move about
on an uncharted landscape.
The landscape itself is in
constant motion, and men best
be quick enough to move
about with it. When they aren't,
they go through the cracks that
open under their feet

"Be ready when the claws come out."”
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Summary

World Economy is struggling to avert a
double-dip recession.

The Philippines is in better shape to face the
challenges ahead.

Adjustments (Corrections) are good
opportunities to ENTER the market. But some
RISKS remain.
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Tired of reading the news?
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You can follow me through.....

http://topics.bloomberg.com/jonathan-ravelas
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Outlook Summary

2009 2010 2011F 2012F 2013F 2014F

Real Sector
GDP (YoY in %) 1.10 7.60 550 5.30 5.30 5.50
Consumer Prices (YoY in %) 430 380 4.00 435 450 4.30

Interest Rate (short-term, EOP,in %) 3.89 1.29 3.00 4.50 4.53 5.00

Interest Rate (long-term, EOP, in %) 6.28 4.97 550 6.00 6.01 6.09
Exchange Rate (against US$, EOP) 46.20 43.84 41.00 40.69 40.27 40.29

Exchange Rate (against US$, AVG) 47.63 45.12 44.00 43.50 42.50 41.50

Source: Bloomberg LP and BDO
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Prepared By:

Jonathan L. Ravelas, Chief Market Strategist
Banco De Oro Unbank, Inc.

Tel: (632) 858-3145

Email: ravelas.jonathan@bdo.com.ph

DISCLAIMER:
'This document is based on information obtained from sources believed to be reliable, but we do not make
any representations as to its accuracy, completeness or correctness. Opinion expressed are subject to change
without prior notice. Any recommendation contained in this document does not have regard to specific
investment objectives, financial situation and the particular needs of any addressee. This document is for the
information of the addressees only and is not to be taken on substitution for the exercise of judgment by the
addressees. Banco De Oro accepts no liability whatsoever for and direct or consequential loss arising from
any use of this publication. This document is not be construed as an offer or solicitation of an offer to buy or
sell securities. In the course of our regular business, we may have a position in the securities mentioned and
may make purchases and/or sales of them from time to time in the open market.
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You can follow me on.....

http://topics.bloomberg.com/jonathan-ravelas
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