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HEADLINES

Metrobank US stocks end only with slight gains despite Greece bailout deal

Philex Mining » US stocks ended only with slight gains yesterday (Feb 10) despite Greece announcing that
Universal Robina Corp. _ . . .

it finally struck a deal with the IMF and the EU to secure a second bailout. All three major
indices ended green with the Dow rising 0.05%; the S&P, 0.15%; and the Nasdaq, 0.39%.

Greece’s major parties agreed to comply with demands from the IMF and the EU to

Ayala Corp.

s Eesinn G implement more austerity measures and to hold separate talks with banks and private bond

Jollibee holders to write off 100B euro worth of debt as part of the deal for the debt struck economy
Ayala Land, Inc.
SM Prime
ICTSI

to secure more bailout and avoid default. In company news, Apple shares hit a new all-time
high of US$496.75 within the day after indicators show strong iPhone 4S sales.
Speculations are also circulating that Apple will reveal its next iteration of the iPad in the
first week of March. Apple shares closed at US$493.17 (+3.5%) yesterday. Cisco Systems
Megaword Gorp: fell 2.1% after company forecasts fell below analysts’ expectations. PepsiCo declined 3.7%

Philex Mining after announcing lower than expected earnings forecasts for 2012. PespiCo also

LGl announced that it will cut thousands of jobs to minimize expenses. Groupon shares

Robinsons Land
Cebu Air

meanwhile plunged 14% after posting an unexpected quarterly loss.

Peso strengthens against the dollar for sixth straight day

» The Philippine peso strengthened against the US dollar for the sixth straight day yesterday
as investors bet that Greece will successfully meet the IMF's and the EU’s demands and

IJa(T‘lZ Consumer Price secure a second bailout package. The local currency gained 3.5 centavos yesterday to
naex
Dec 11 KB Loans close at P42.18 to a dollar. The peso was last seen trading at these levels last September

Outstanding 18, 2011 when it closed at P42.185 against the dollar. Greece later in the day announced

il that it successfully complied with the IMF’s and the EU’s demands to secure the bailout.
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SM Prime to open SM City Olongapo today

» In a press release, SM Prime Holdings announced that it is set to open SM City

Olongapo today. The new mall, which has a gross floor area of 46,869 square meters,
is the company’s 42" shopping mall in the Philippines. The said mall has a leasable
area of 22,462 square meters, 81% of which has already been awarded to tenants. For
the rest of the year, SM Prime Holdings is also set to open SM City Lanang in Davao,
SM City General Santos in Southern Mindanao, SM City Consolacion in Cebu, SM City
San Fernando in Pampanga, and SM Chongging in China. With the addition of the
said malls, SM Prime will have a total of 46 malls in the country and 5 malls in China
by the end of 2012.

Meralco expects to top 2012 net income estimates

» Meralco confirmed reports yesterday that company President and Chief Executive

Nymex Crude 1-Yr Price Chart

Officer Manuel V. Pangilinan commented that he expects Meralco’s 2012 net income
to top their estimated P14.5B last year. He said that a favorable economic outlook will
likely propel its net income this year despite some uncertainties in Europe and the US.
Meralco’s January sales reportedly rose 8% compared to 2011 levels due to higher

sales volume from commercial and industrial users, as well as new connections.
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33.9
8,554.25
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42.2840
0.5491
66.8764
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56.0601
112.1710
11.2757
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+0.30%
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-0.50%
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Company Snapshot

Security Bank (SECB)
Reiterate Buy

Price (P) 122.80 .
Price Target (P) 150.00 .
Shares O/S (million) 1,127
Market Cap (P million) 61,690 [~
52-week High (P) 128.00 [~
Low (P) 59.50 I~
12-mo Avg. Value T/O (P'm) 65.116 -
Shareholders -
Frederick Dy 9.7% =
Free Float 59.3%
Price Performance .
1m 6m 12m
SECB +19.7% +37.4%  +69.5%
PSEi +5.0% +14.7% +24.1%

Undisputed

> Industry Best. Philippine banks are considered to be relatively strong
and resilient, feeding off the sound fundamentals that support our
country's economy. While most investors usually look at the Big 3 (BDO,
BPlI and MBT) for Philippine banking exposure, a smaller bank has
emerged as the best performing local Universal Bank (UB) over the past
half-decade. SECB has quietly compiled an outstanding track record of
profitability, delivering the highest ROE among listed local banks in each
of the last 5 years.

Sources: Company data, Wealth Securities estimates

2011 was another stellar year for SECB, as it delivered an outstanding
25.1% in ROE on the back of P6.7B in Net Income. SECB’s impressive
bottomline was driven by asset growth of 30% and loan growth of 24%
for FY2011. Equally impressive is SECB’s cost management, which allowed
it to reduce its 2011 Operating Expenses by 6.6% YOY despite the strong
asset and loan growth. This translates to an industry-best Cost-to-Assets
Ratio of 2.0%.

ND Fernandez
T: 634.5038 local 8152
E: nd.fernandez@wealthsec.com

Amounts in million pesos

Sources: Company data, Wealth Securities estimates

A = Actual calendar/fiscal year results; C = Bloomberg consensus; | = Annualized interim results; E = Wealth 03
Securities estimates
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Security Bank
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> Consistently Strong. SECB was able to consistently deliver ROE in

excess of 15% over the last 5 years, a feat that no other listed bank has
done. Even during the crisis years of 2008 and 2009, when the
profitability of global and even local banks were substantially impaired,
SECB’s bottomline was largely unscathed from the Great Recession, as it
still managed to deliver high levels of profitability. Moving forward, we
expect SECB to continue delivering above-average ROE.

Geared for Growth. Although SECB is a relatively small bank (Total
Assets — P200B) compared to the Big 3 (BDO, BPI and MBT, each with
Total Assets > P750B), it has managed to outpace its bigger rivals in
terms of growth. SECB pursued deliberate strategy to steadily grow its
assets while maintaining high margins on its earning assets, low levels of
non-performing assets and loans and high levels of capital adequacy.

Amounts in billion pesos
Sources: Company data, Wealth Securities estimates

Because of these, SECB has been able to grow its BVPS (Book Value per
Share) significantly faster than the Big 3. Moving forward, we expect
SECB’s merger with Premiere Development Bank to be a strong catalyst
in maintaining its growth trajectory.

Sources: Company data, Wealth Securities estimates

> Valuation Upgrades. Because of SECB’s stellar track record in terms

of profitability and growth, its valuation in terms of P/BV (Price to Book
Value) has steadily increased over the past few years.

Sources: Technistock, Company data, Wealth Securities estimates

04




10 February 2012 Banking Security Bank

WEALTH SECURITIES. INC

> Price Outperformance. The twin effects of the growth of SECB’s BVPS
and the expansion of its P/BV multiple have allowed SECB to significantly
outperform the Big 3 bank stocks and the PSE Index across different
time horizons.

Sources: Technistock, Wealth Securities estimates

> BUY SECB. We maintain our BUY rating on SECB with an upgraded
target price of P150.00. Our target price implies a 2012E P/BV of 2.0x,
for a possible upside of 22.1%. The 2.0x P/BV multiple is at par with our
target multiples for BDO and MBT. In our opinion, SECB deserves a
higher multiple for consistently delivering industry-best performance in
terms of profitability and ROE in excess of 15%. Further, we think that
SECB'’s strong capital position (CAR of 19.0% and Tier 1 Ratio of 18.0%)
gives it more than enough capital to sustain its growth initiatives without
having to raise additional equity. Considering these, we believe that
SECB can continue growing its BVPS faster than most of its peers,
thereby providing an impetus for the continued strong performance of
SECB'’s stock price over the mid to long-term time horizon.



Earnings Projections
As of 09 February 2012
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Please Read!

The information and opinions in this report were prepared by Wealth Securities, Inc.
The information herein is believed to be reliable and has been obtained from public

sources believed to be reliable. Wealth Securities makes no representation as to the
accuracy or completeness of such information.

Wealth Securities may engage in securities transactions, on a proprietary basis or
otherwise, in a manner inconsistent with the view taken in this research report. In
addition, others within Wealth Securities, including traders and sales staff, may take
a view that is inconsistent with that taken in this research report.

Opinions, estimates and projections in this report constitute the current judgment of
the author as of the date of this report. They do not necessarily reflect the opinions
of Wealth Securities and are subject to change without notice. Wealth Securities has
no obligation to update, modify or amend this report or to otherwise notify a
recipient thereof in the event that any opinion, forecast or estimate set forth herein,
changes or subsequently becomes inaccurate. Prices and availability of financial
instruments are subject to change without notice. This report is provided for
informational purposes only. It is not an offer or a solicitation of an offer to buy or
sell any financial instruments or to participate in any particular trading strategy.
Target prices are inherently imprecise and a product of the analyst judgment.

RATINGS DEFINITION

* Over the next six to

twelve months, Wealth
Securities expect the
share price to increase

by 12% or more

* Over the next six to

twelve months, Wealth
Securities expect the
share price move within

arange of +/-12%
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