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QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND BRC RULES 17 (2) (b) THEREUNDER

—_
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—_— )

2. Commission identification number 34001.

3. BIR Tax |dentification No. 000-708-174-000.

BDO UNIBANK, INC.
4. Exact name of issuer as specified in its charter

Makati City, Philippines
5. Province, country or other jurisdiction of incorporation or organization

6. Industry Classification Code (For SEC Use Only)

BDO Corporate Center, 7899 Makati Avenue, Makati City
7. Address of issuer's principal office Postal Code

8856-7434/8840-7000 LOC 4575
8. lIssuer's Telephone number, including area code

NA
9. Former name, former address and former fiscal year, if changed since last report

10. Securities registered pursuant to Section 8 and 12 of the Code of Section 4 and 8
of the RSA

Number of shares of Amount of
Title of each class common stock outstanding Debt Outstanding
Common stock 4,383,422,687

11. Are any or all of the securities listed on a stock exchange?
Yes [X] No. [ ]
If yes, state the name of such stock exchange and the class/es of securities listed
therein: Philippine Stock Exchange -Common Stock

12. Indicate by check mark whether the registrant:
a. has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Section 11 of the RSA and RSA 11 (a)-1 thereunder, and Section 26
and 141 of the Corporations Code of the Philippines, during the preceding twelve (12)
months or such shorter period the registrant was required to file such reports.

Yes [X] No. [ ]
b. has been subject to such filing requirements for the last ninety (90) days
Yes [X] No. [ ]
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BDO UNIBANK, INC. & SUBSIDIARIES Page 1
BDO Corporate Center, 7899 Makati Avenue, Makati City

CONDENSED STATEMENTS OF FINANCIAL POSITION
(Amounts in Millions of Pesos)

As of Audited As of
June 30, 2020 December 31, 2019
RESOQURCES
CASH AND OTHER CASH ITEMS 69,846 P 64,140
DUE FROM BANGKO SENTRAL NG PILIPINAS 387,342 309,040
DUE FROM OTHER BANKS 58,833 38,956
TRADING AND INVESTMENT SECURITIES
Financial Assets at FVTPL 27,373 27,081
Financial Assets at FVOCI 148,092 145,239
Investment Securities at Amortized Cost - Net 248,402 263,585
LOANS AND OTHER RECEIVABLES — Net 2,273,343 2,225,777
PREMISES, FURNITURE, FIXTURES AND EQUIPMENT - Net 44 917 46,551
INVESTMENT PROPERTIES 16,693 16,911
EQUITY INVESTMENTS — Net 4,795 4,890
DEFERRED TAX ASSETS 8,730 8,927
OTHER RESOURCES - Net 29,379 37,761
TOTAL RESOURCES 3,317,745 P 3,188,858
LIABILITIES AND CAPITAL FUNDS
DEPOSIT LIABILITIES
Demand 273,801 P 232,995
Savings 1,737,939 1,689,639
Time 595,672 662,594
Total Deposit Liabilities 2,607,412 2,485,228
BILLS PAYABLE 179,274 167,524
SUBORDINATED NOTES PAYABLE - 10,030
INSURANCE CONTRACT LIABILITIES 50,798 42,473
OTHER LIABILITIES 112,779 113,016
Total Liabilities 2,950,263 2,818,271
EQUITY
Attributable to Shareholders of the Parent Company 365,851 368,932
Non-Controlling Interest 1,631 1,655
Total Equity 367,482 370,587
TOTAL LIABILITIES AND EQUITY 3,317,745 P 3,188,858
CONTINGENT
Trust department accounts 1,365,537 P 1,336,368
Unused commercial letters of credit 44,309 53,703
Outstanding guarantees issued 2,454 2,942
Export L/Cs Confirmed 7,814 7,868
Bills for collection 10,477 10,846
Late deposits/payment received 2,389 3,174
Spot Exchange Bought 7,485 9,764
Spot Exchange Sold 11,269 20,148
Forward Exchange Bought 145,591 141,969
Forward Exchange Sold 159,934 140,128
Interest Rate Futures Bought 175 u
Interest Rate Swap Receivable 13,926 15,446
Interest Rate Swap Payable 13,926 15,446
Other Contingent Accounts 442,940 415,591
TOTAL CONTINGENT ACCOUNTS 2,228,226 P 2,173,393

Note: This Financial Statement is in accordance with Philippine Financial Reporting Standards(PFRS)



BDO UNIBANK, INC. & SUBSIDIARIES Page 2
BDO Corporate Center, 7899 Makati Avenue, Makati City

CONDENSED STATEMENTS OF INCOME
(Amounts in Millions of Pesos Except Per Share Data)

For the six-month period ending For the Quarter ending
June 30, 2020 June 30, 2019 June 30, 2020 June 30, 2019
INTEREST INCOME ON
Loans and Other Receivables P 71,622 P 70,946 P 35,552 P 36,229
Trading and Investment Securities 8,127 7,908 4,022 4,107
Due from BSP and Other Banks 1,119 533 594 259
Others 21 36 9 17
Total Interest Income 80,889 79,423 40,177 40,612
INTEREST EXPENSE ON
Deposit Liabilities 10,331 18,586 4,746 9,363
Bills Payable and Other Borrowings 3,799 3,910 1,856 2,049
Finance Lease Liabilities 364 1 157 1
Total Interest Expense 14,494 22,497 6,759 11,413
NET INTEREST INCOME 66,395 56,926 33,418 29,199
IMPAIRMENT LOSSES 22,434 2,988 20,174 1,702
NET INTEREST INCOME AFTER IMPAIRMENT LOSSES 43,961 53,938 13,244 27,497
OTHER OPERATING INCOME
Service Charges, Fees and Commissions 11,610 14,979 4,453 7,649
Trading Gain(Loss) - Net 1,795 1,990 6,357 664
Trust Fees 1,811 1,702 889 853
Foreign Exchange Gain 606 1,602 315 705
Insurance Premiums 7,031 6,853 3,156 3,615
Miscellaneous — net 1,932 2,383 596 1,148
Total Other Operating Income 24,785 29,508 15,766 14,634
OTHER OPERATING EXPENSES
Compensation and Benefits 17,633 15,916 10,132 9,017
Occupancy 4,415 5144 2,196 2,610
Taxes and licenses 6,809 7.081 3,186 3,413
Security, Clerical, Messengerial and Janitorial 1,914 1,944 881 996
Insurance 2,668 2,606 1,333 1,305
Advertising 2,321 2,397 1.155 1,181
Litigation on Assets Acquired 294 265 109 104
Policy Reserves 2,134 4,586 3,626 2,271
Insurance Benefits and Claims 1,605 1,015 809 488
Miscellaneous 16,240 15,547 5,824 6,787
Total Other Operating Expenses 56,033 56,501 29,251 28,172
NET INCOME BEFORE INCOME TAX 12,713 26,946 (241) 13,959
TAX EXPENSE 8,461 6,806 4,261 3,566
NET INCOME AFTER TAX P 4,252 P 20,140 P (4,502) P 10,393
Attributable To:
Equity holders of the parent P 4,287 P 20,152 P (4,479) P 10,389
Non-Controlling Interest (35) (12) (23) 4
P 4,252 P 20,140 P (4,502) P 10,393
Earnings Per Share:
Basic 0.90 4.53 (1.02) 2.37
Diluted 0.90 4.53 (1.02) 2.36

Note: This Financial Statement is in accordance with Philippine Financial Reporting Standards(PFRS)
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BDO UNIBANK, INC. & SUBSIDIARIES Page 5
CASH FLOW STATEMENTS
FOR THE PERIODS ENDED JUNE 30, 2020 AND 2019
(Amounts in Millions of Pesos)

2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax p 12,713 P 26,946
Adjustments for:
Interest income (80,889) (79,423)
Interest received 74,560 79,029
Interest expense 14,494 22 497
Interest paid (18,086) (23,701)
Impairment losses 22 434 2,988
Depreciation and amortization 4,138 3,140
Share in (profit)loss of associates (276) (327)
Fair value loss (gain) 2,846 (85)
Operating profit before changes in operating
resources and liabilities 31,934 31,064
Decrease (increase) in financial assets at FVTPL (3,232) (6,523)
Decrease (increase) in loans and other receivables (45,591) (26,252)
Decrease (increase) in investment properties (250) (850)
Increase (decrease) in other resources 481 (5,825)
Increase (decrease) in deposit liabilities 123,200 (20,026)
Increase (decrease) in insurance contract liabilities 2,831 4,455
Increase (decrease) in other liabilities 5,711 15,614
Cash generated from (used in) operations 114,784 (8,343)
Cash paid for income tax (8,214) (6,607)
Net Cash From (Used in) Operating Activities 106,570 (14,950)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of premises, furniture, fixture and equipment (1,007) (2,000)
Proceeds from disposals of premises, furniture, fixture and equipment 766 90
Acquisition of investment securities at amortized cost (56,788) (58,929)
Maturities of investment securities at amortized cost 78,208 56,362
Proceeds from disposal of financial assets at FVOCI 40,471 20,839
Acquisition of financial assets at FVOCI (41,102) (40,596)
Net Cash From (Used in) Investing Activities 20,548 (24,234)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common stock 216 318
Proceeds from bills payable 149,905 158,071
Payments of bills payable (135,630) (134,154)
Redemption of subordinated notes payable (10,000) -
Payments of lease liabilities (1,323) (6)
Dividends paid (2,969) (2,965)
Net Cash From (Used in) Financing Activities 199 21,264
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS P 127,317 P (17,920)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
Cash and other cash items 64,140 53,749
Due from Bangko Sentral ng Pilipinas 309,040 354,132
Due from other banks 38,956 55,292
Investment Securities at Amortized Cost 308 9,168
SPURRA - 22,009
Interbank Loans Receivable 31,277 42,214
FCNC 5,345 4,828
449,066 541,392
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD
Cash and other cash items 69,846 44,718
Due from Bangko Sentral ng Pilipinas 387,342 332,955
Due from other banks 58,833 37,319
Investment Securities at Amortized Cost 7,165 15,754
SPURRA 10,172 31,501
Interbank Loans Receivable 38,263 57,419
FCNC 4,762 3,806

P 576,383 P 523,472




Page 6

CHECKLIST OF REQUIRED DISCLOSURES
BANCO DE ORO UNIBANK, INC.
For the six months ended: June 30, 2020

FINANCIAL INFORMATION

6.

7.a

7.b

7.c

7.d

7.e

7.f

Disclosure that the issuer's interim financial report is in compliance with generally accepted
accounting principles.

The Bank's interim financial statements are in compliance with Philippine Financial
Reporting Standards.

A statement that the same accounting policies and methods of computation are followed in
the interim financial statements as compared with the most recent annual financial
statements or, if those policies or methods have been changed, a description of the nature
and effect of the change.

The significant accounting policies in the Bank’s interim financial statements are consistent
with those applied in its annual financial statements as of and for the year ended
December 31, 2019.

Explanatory comments about the seasonality or cyclicality of interim operations.

Remarks: There is no seasonality or cyclicality in the Bank’s operations.

The nature and amount of items affecting assets, liabilities, equity, net income, or cash
flows that are unusual because of their nature, size or incidents.

Remarks: NONE

The nature and amount of changes in estimates of amounts reported in prior interim
periods of the current financial year or changes in estimates of amounts reported in prior
financial years, if those changes have a material effect in the current interim period.

Remarks: NONE
Issuances, repurchases, and repayments of debt and equity securities.

On February 3, 2020, the Bank issued P40.1 billion fixed rate bonds to diversify funding
sources and support its lending activities.

On March 10, 2020, the Bank redeemed its P10.0 billion Unsecured Subordinated Notes
in accordance with the instrument’s optional redemption date.

Dividends paid (aggregate or per share) separately for ordinary shares and other shares
On February 1, 2020, the Board of Directors of BDO approved the declaration of annual

cash dividends on preferred shares at the rate of 6.5% per annum for a total dividend
amount of P339 million. The dividends were paid on February 21, 2020.

L



7.9

7.h
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Page 7

On February 27, 2020, the Board of Directors approved the declaration of cash dividends
for the first quarter of 2020, in the amount of P0.30 per common share for a total of P1.3
billion. The dividends were paid on March 27, 2020.

On May 30, 2020, the Board of Directors approved the declaration of cash dividends for
the second quarter of 2020, in the amount of P0.30 per common share for a total of P1.3
billion. The dividends were paid on June 29, 2020.

Segment revenue and segment result for business segments or geographical segments
whichever is the issuer’s primary basis of segment reporting. (This shall be provided only if
the issuer is required to disclose segment information in its annual financial statements).

The Bank’s comparative revenues and expenses by business segment are included as an
attachment to this report.

Material events subsequent to the end of the interim period that have not been reflected in
the financial statements for the interim period.

On July 3, 2020, the Bank issued P36.0 billion in Fixed Rate Peso Bonds to diversify its
funding sources and support its lending activities.

On July 13, 2020, the Bank issued $600 million in Fixed Rate Senior Notes to tap longer-
term funding sources to support dollar-denominated projects.

The effect of changes in the composition of the issuer during the interim period, including
business combinations, acquisition or disposal of subsidiaries and long-term investments,
restructurings and discontinuing operations.

On January 27, 2020, the Bank announced that it had entered into an agreement to sell a
controlling stake in its publicly-listed subsidiary, BDO Leasing and Finance (BDOLF), to a
third party as part of the Bank’s restructuring of its leasing business. The sale transaction
is subject to closing conditions, including approval by regulatory authorities.

On June 23, the Bank announced an agreement on fundamental principles to buy out
Nomura Holdings, Inc.’s (Nomura) entire holdings in the joint venture arrangement under
BDO Nomura Securities, Inc. (BDO Nomura). BDO currently owns 51% of BDO Nomura,
with Nomura (through Nomura Asia Investment (Singapore) Pte. Ltd.) holding the
remaining 49%. The transaction will enable BDO to consolidate its securities brokerage
business into BDO Securities, which is being reorganized into a full service brokerage firm
with an expanded product offering to include non-equity securities. The transaction is
subject to final agreements in addition to any required corporate and regulatory approvals.



Page 8

7.J  Changes in contingent liabilities or contingent assets from December 31, 2019.

e Total Contingent Accounts increased 3% to P2.2 trillion with material movements from
the following accounts:

Trust Department Accounts inched up 2% to P1.4 trillion on higher level of assets

managed.

Unused L/Cs and Outstanding Guarantees Issued dropped 17% apiece to P44.3

billion and P2.5 billion, respectively, owing to lower volume of trade transactions

and other guarantees issued as of the first half of the year.

Late Deposits and Payments Received, likewise, declined 25% to P2.4 billion, as

of the cut-off date.

Treasury activities yielded the following:

e Spot Exchange Bought and Sold went down 23% and 44% to P7.5 billion and
P11.3 billion, respectively.

e Forward Exchange Sold increased 14% to P159.9 billion.

¢ Interest Rate Swap Receivable and Payable both dropped 10% to P13.9 billion.

Other Contingent Accounts grew 7% to P442.9 billion due to expansion in

Committed Credit Lines.

d



9.2 9.2 - d - d - d £ d -
€66’y €56 = d - d - d - d -
110°€ 1 v d gt d € d S d 6Z6C
929'896'2 080'2 9EY' LG d 66012 d  19.0¢ d GO06'LL d  BEEC'SHRT
S¥8'E9e's 162'G 0vS'1L9 d 26892 d  608'9¢ d 006Gl d €6v'LLZE
199'G ! 1S L Ll Gel Z9%'S
0£L'8 (2) (4 vEL vz (551) 089'8
Sr'6YE'e z52's ovb'L9 L11'9Z d  89.'9¢ d 026Gl d Lse'e0z'e
0Ly oy (1e2) d 18 d (332 d (8L d  66LY
19v'8 6 8.8 8 Tl 0L 8.Z'L
LIFZL G5 it GoL 61§ z5 LiF'LL
£80'6. 161 10€°G 08/ 259 0lv 119V
BEY 2GS 951 252G 11z 819 (%2 zZLSY
vev'ze (1) G il L - sgez'ze
oLz'y ra4 0S 65E £e 95 0.9'¢
¥G5'L6 z5e ¥5+'G Gv6 1221 725 ¥51'e8
£L1'6GZ ¥62 ¥85'¥ Zvs 23 GYS v9¥'gl
VR ¥62 ¥85'y Zvs 3 g8 vor'8l
09% 2 : - - 09t z
(1) (st) i (ve) (v) (1e) €8
(or1) (o) ()] (¥2) (%) (€) (¥2)
9zl ; (A = - L 101
G6E99 3 £98 1Ty 18% 8 109'v9
(¥6¥'¥L) - (5¥) (89¢) (6z1) = (1s6°cl)
688'08 € 806 d 964 d 919 d 8 d 8658
1101 EYETTH) aoueInsu| Buidueui4 ‘Bupjueg ajeald Bunjueg Bunjueg
9 Buisea JUBLWIISAAU| [el2JaWwWwo)

6 abeyq

$3)e100SSE J0 J0id 8y} ul aIeyS

poylaw Aunba
Japun S8]BI20SSE Ul JUSWI]SaAU|
sainypuadxs [ejde)
uoljeunoju] Juawbag 18y10

sanljiqel] [0

sjasse a|qiBueju)
12U - (sanijger) sjesse xe} pauadjeq
sjasse Juswbag
$321n0S3l |Bj0 |
uol}isod |elaueuld JO JuUaWalels

awooul Jau Juawbag

asuadxa xe|
awooul Bunesado juswbag

siaylo
59550 Juauueduw]
uofezipowe pue uonesaidag
sasuadxa Bunelado JaylQ
sasuadx3y

SaNUaA2I JaU |BJOL

siayio
saa) Bunpjueq juawisanu|
awoou bugesado Jayi0

awooul }salsiul 19N
asuadxa }salaju|
awodul }saialu|

anuanal Juswbasiaju|

WU J$81alUl BN
asuadxa jsaiau|
awooU Jsala|
19WWI0)SNID [BUISIXS W04
sanuanay

(sosad 40 SUOI|jI Ul Spunowy)
020z ‘0¢ aunr jo sy

juswbag Aq saouejeg
sauelpisqng @ "ou| Hueqiun 0ag



128 d  89¢ d - (1¥) d - d - d - d
y0L'G d 0L6't d = v6l d = d = d < d
69t'E d d 2 vz d Ll d ¥l d zll'e d
9/9'zzr'z  d  62ET d  Z59v £61°0€ d  150'6E d 0169 d Ges'l09z d
L1G'90L'E  d  88F'S d  6v¥'es 8¥9°GE d  v8LGH d €80l d G96'956'C d
£EY'G 1 Z5 8 1z Lz ovL'G
112’8 (s1) 1 9zl 1z (¥81) zeT'8
198°'260'E  d  20S'S d 99g'es ¥15°6¢E d  9glL'sy d 950l d  €65't€¥6'T  d
06L°cZ d 15 d 96L%T (62) d  86% d SS9l d  £0g0zZ d
9089 4 K3 Zi G6 [ 69Z'9
966'62 z8 1252 (£1) £65 6€£Z z15'92
01009 €Lz vl L 0¢L 0.9 9cY L18'0§
¥28'eS 01 G60°L LvE 9€9 £6¢ 681Gy
886'2 - € (91) Z (2 L00'e
861°¢ {37 ov S0t ze Gt 129'C
900'06 G6Z 1196 cLL £9Z°1L 6.9 69€'LL
060'€E 162 6168 GES €16 119 6v.'L2
£19'z¢ 162 616°8 Ges €16 00z 6v.'L2
Ll = - - - LiY -
(o1) (9) 61 (z8) (12) (€1) €6
(9z2) (2€) () (z8) (12 (9g) (at)
] ¥4 e £z : = £z 6El
976'9S ¥ £eL 09Z LLE L 1¥5'GS
(L6¥'22) (1) (ep) (6v2) (9.¢) (2 (9z¢'12)
€Zr'6L d S d 9Ll 600°L d Lyl d €l d €189 d
|elo] s1aylQ aJjueinsu| Buidueuiy Bunjueg Bunjueg Bunjueg
g Buisean ajeAld JUBWISAAU| |e1diawwon

01 abegd

sajeloosse jo Joid sy} ul aseys
poylaw Ajnba
J2pUN S3JBID0SSE Ul JUaW]SaAU|
sainypuadxa |eyden
uonjewuoju] juawbag Jayip

saniqel| [ejoL

sjasse a|qibueju|
19U - (saniiger) s}asse xej pauajeg
sjasse Juswbag
$92In0S3l |80
UOI}ISOd |BIDUBUIL JO JUIWIIE}S

awooul jJau Juswbag

asuadxa xe|
awoou Bunelado Juswbag

sBUYI0
s9550| Jusuwueduw)
uoljeziuowe pue uoneizaidag
sasuadxa Buneiado 1ay10
sasuadx3y

SanuaAal }au |ejo]

siaylo
saa} Bunjueq juawysanu|
awodoui Bunesado 1auip

awWooul }saialul 19N
asuadxa Jsalau|
awooul J1salsiu|

anuanal Juawbasiajy|

awooul JsaIslul BN
asuadxa jsalaju|
3WooUl 1saJ81U|
JBWOISND |BUIBIXS WolH
sanuaAay

(sosad jo suoljjipy uI syunouly)
6L0Z ‘0g aunr jo sy
juswbag Aq sasuejeg

sauelpIsQng @ U] “jueqiun 0ag




BDO Unibank, Inc. and Subsidiaries
Reconciliation

As of June 30, 2020 and 2019
(Amounts in Millions of Pesos)

Revenue
Total segment net revenues
Elimination of intersegment revenues

Net revenues as reported in profit or loss

Profit or loss
Total segment net income
Elimination of intersegment profit

Net profit as reported in profit or loss

Resources
Total segment resources
Elimination of intersegment assets

Total resources

Liabilities
Total segment liabilities
Elimination of intersegment liabilities

Total Liabilities

Page 11

2020 2019
91,554 90,006
(374) (3,571)
91,180 86,435
4,010 23,190
242 (3,050)
4,252 20,140
3,363,845 3,106,517
(46,100) (41,231)
3,317,745 3,065,286
2,968,626 2,722,676
(18,363) (8,226)
2,950,263 2,714,450
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MANAGEMENT’S DISCUSSION & ANALYSIS

1. Comparable discussion that will enable the reader to assess material changes in financial
condition results of operation since the end of the last fiscal year and for the comparable
interim period in the preceding financial year.

1.a Balance Sheet — June 2020 vs. December 2019

e Cash and Other Cash Items as well as Due from BSP grew 9% and 25% to P69.8
billion and P387.3 billion, respectively, following deposit growth and a move to invest
in more liquid assets.

e Due from Other Banks hiked 51% to P58.8 billion owing to higher placements and
working balances with correspondent banks.

e Net Loans and Other Receivables inched up 2% to P2.3 trillion coming from
increases in Customer Loans, Interbank Loans and Securities Purchased Under
Reverse Repurchase Agreements (SPURRA).

e Other Resources dropped 22% to P29.4 billion primarily due to lower volumes of
outstanding credit card transactions as of the cut-off date.

e Total Deposits went up 5% to P2.6 trillion as Demand and Savings deposits hiked
18% and 9%, respectively. Time deposits, on the other hand, went down 10%.

e Bills Payable increased 7% to P179.3 billion following the issuance of the P40.1
billion fixed rate bonds in February 2020.

e The Bank redeemed its P10.0 billion Subordinated Notes Payable in March 2020.

e Insurance Contract Liabilities climbed 20% to P50.8 billion due to remeasurement of
life insurance reserves given the decline in interest rates and higher BDO Life
business volumes.

1.b Balance Sheet — June 2020 vs. June 2019

e Total Resources hiked 8% year-on-year period to P3.3 trillion as liquid assets and
Customer Loans expanded, funded by deposits, the bond issuance and capital.

e Cash and Other Cash Items as well as BSP climbed 56% and 16%, year-on-year,
from deposit growth and investments in more liquid assets.

¢ Due from Other Banks surged 58% owing to higher levels of placements and working
balances with correspondent banks.

e Net Loans and Other Receivables increased 7% due to an 11% year-on-year growth
in Customer Loans to P2.3 trillion.

e Bank Premises and Net Finance Lease climbed 33% to P44.9 billion due to
reclassifications from Investment Properties as well as the full implementation of the
new PFRS 16 lease accounting standard.

e Consequently, Investment Properties declined 16% to P16.7 billion.

e Deferred Tax Assets increased 6% to P8.7 billion arising from the Bank's retirement
obligation.

e Other Resources dropped 18% mainly due to lower outstanding credit card
transactions and a temporary float item as of the cut-off date.

o Deposit Liabilities hiked 9% year-on-year, as Demand and Savings deposits jumped
44% and 16%, respectively. Time deposits, on the other hand, dropped by 16%,
partially offsetting the growth.
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Bills Payable went up 8% from the issuance of the P40.1 billion fixed rate bonds in
February 2020.

The Bank redeemed its P10.0 billion Subordinated Notes Payable in March 2020.
Insurance Contract Liabilities surged 40% following remeasurement of life insurance
reserves and higher BDO Life business volumes.

Other Liabilities rose 11% to P112.8 billion due to the full recognition of Finance
Lease Payment Payable from the implementation of the PFRS 16 lease accounting
standard.

Total Equity went up 5% to P367.5 billion from continued profitable operations.

1.c Income Statement — June 2020 vs. June 2019

The Bank reported a Net Income attributable to Equity holders of the Parent

Company of P4.3 billion, a 79% decline from the P20.1 billion for the same period

last year. This, however, includes a P22.4 billion upfront Provision for Impairment

Losses in anticipation of a possible increase in the Bank’s non-performing loans, due

to the COVID-19 pandemic and the resulting Enhanced and General Community

Quarantine (ECQ / GCQ) imposed across the country.

Pre-provision Operating Income, however, remained strong growing at 17% to P35.1

billion year-on-year, as the Bank’s core business exhibited resilience despite the

pandemic.

Net Interest Income expanded 17% to P66.4 billion from higher margins and a

growth in the Bank's interest-earning assets.

Other income declined 16% to P24.8 billion owing to the following:

e Trading Gain went down 10% to P1.8 billion due to volatile market conditions.

e Trust Fees rose 6% to P1.8 billion on higher level of funds managed.

e Foreign Exchange (FX) Gain slid 62% to P606 million on lower transaction
volumes due to the pandemic.

e Service Charges and Fees as well as Other Income dropped 22% and 19% to
P11.6 billion and P1.9 billion, respectively, on scaled down business operations
due to the ECQ / GCQ brought about by the COVID-19 pandemic.

Operating Expenses slightly declined by 1% to P56.0 billion due to the following:

e Employee Benefits grew 11% from a higher manpower count as well as
allowances and benefits to employees during the ECQ /GCQ period.

e Occupancy expenses dropped 14% following the newly implemented lease
accounting standard.

o Litigation/Assets Acquired expenses rose 11% from higher costs relating to
litigation and maintenance of acquired assets.

e Policy Reserves were 53% lower from the revaluation of BDO Life's unit-linked
funds following adverse market movements.

e |nsurance Benefits and Claims climbed 58% from higher BDO Life business
volumes.

Tax Expense hiked 24% to P8.5 billion on a higher taxable income base.
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1.d Comprehensive Income - June 2020 vs. June 2019

e From a Net Income of P4.3 billion, Total Comprehensive Income for the first half of
2020 stood at P616 million, comprised of a P3.0 billion improvement in gains on
FVOCI Securities, a negative P25 million translation adjustment related to foreign
operations, a negative P5.8 billion remeasurement on life insurance reserves, an
P844 million drop in unrealized gain on equity investments at FVOCI as well as a
negative P8 million share in Other Comprehensive Income (OCI) of affiliates.

e This represents a 97% drop from the Total Comprehensive Income of P23.7 billion
for the same period last year, inclusive of a P20.1 billion Net Income, a P6.1 billion
increase in gains on FVOCI Securities, a negative P8 million translation adjustment,
a negative P3.2 billion remeasurement on life insurance reserves and a P631 million
increase in unrealized gain on equity investments at FVOCI.

2. Discussion of the company’s key performance indicators. It shall include a discussion of the
manner by which the company calculates or identifies the indicators presented on a
comparable basis.

Indicator 6M 2020 6M 2019 12M 2019
Return on Average Common Equity (%) 2.27% 12.00% 12.75%
Return on Average Assets(%) 0.26% 1.33% 1.44%
Net Interest Margin 4.36% 3.99% 4.15%
Liquidity Ratio 30.01% 30.57% 27.80%
Debt to Equity 802.83% 773.71% 760.49%
Asset to Equity 902.83% 873.71% 860.49%
Interest Rate Coverage 187.71% 219.78% 245.49%
Profit Margin 4.02% 18.49% 19.97%
Capital Adequacy Ratio 13.82% 14.22% 14.26%
Basic Earnings per Share 0.90 4.53 10.02

e Return on Average Common Equity and Return on Average Assets dropped to 2.27% and
0.26%, respectively, on lower bottomline profits as a result of the P22.4 billion upfront
provisions booked in the first half of the year.

e Net Interest Margin climbed to 4.36% from growth in interest-earning assets and an
improvement in funding mix.

e Liquidity Ratio declined, year-on-year, to 30.01% owing to customer loan growth.

Debt to Equity and Assets to Equity went up to 802.83% and 902.83%, respectively, as both
growth in liabilities and total assets outpaced the increase in total equity.

e Interest Rate Coverage and Profit Margin went down to 187.71% and 4.02%, respectively,
from lower Net Income.

e Capital Adequacy Ratio, covering credit, market and operations risk went down to 13.82%
as growth in risk-weighted assets outpaced the increase in total qualified capital.

e Basic earnings per share slid to P0.90 for the first half on lower Net Income.

A
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3. Discussion and analysis of material event/s and uncertainties known to management that
would address the past and would have an impact on future operations of the following:

3.a

3.b

3.c

3.d

3.e

3.f

3.9

Any known trends, demands, commitments, events or uncertainties that will have a
material impact on the issuer’s liquidity.

Remarks: NONE

Any events that will trigger direct or contingent financial obligation that is material to the
company, including any default or acceleration of an obligation.

Remarks: NONE

Any material off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships of the company with unconsolidated
entities or other persons created during the reporting period.

Remarks: NONE

Any material commitments for capital expenditures, the general purpose of such
commitments and the expected sources of funds for such expenditures.

Remarks: NONE

Any known ftrends, events or uncertainties that have had or that are reasonably
expected to have a material favorable or unfavorable impact on net
sales/revenues/income from continuing operations.

The Bank has experienced scaled down business operations due to the ECQ / GCQ
brought about by the COVID-19 pandemic. However, as the government gradually
relaxes the quarantine measures, a gradual pick-up in business activity is expected.

Any significant elements of income or loss that did not arise from the issuer's
continuing operations.

Remarks: NONE

The causes for any material change from period to period which shall include vertical
and horizontal analyses of any material item;

The term “material” in this section shall refer to changes of items amounting to five
percent (5%) of the relevant accounts or such lower amount, which the registrant
deems material on the basis of other factors.

Vertical Analysis-Material Changes

|. Balance Sheet — June 2020 vs. December 2019

Remarks: NONE

A
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Il. Balance Sheet — June 2020 vs. June 2019

Time deposits to Total Deposits dropped 6.9% to 22.8% owing to strong growth in
lower-cost Demand and Savings deposits.

lll. Income Statement — June 2020 vs. June 2019

Interest Expense on Deposit Liabilities as a percentage of Total Interest Expense
dropped 11.3% to 71.3%, due to lower interest rates and levels of high-cost Time
deposits.

Interest Expense on Bills Payable went up 8.8% to 26.2% of Total Interest Expense
as a result of the bond issuance.

Insurance Premiums as a percentage of Other Operating Income rose 5.1% to
28.4% due to the decline in other non-interest income.

Provision for Impairment Losses went up 28.5% to 33.8% of Net Interest Income
due to the upfront provisions of P20.0 billion booked in the second quarter of the
year in anticipation of an increase in delinquencies due to the impact of COVID-19.
Income Tax increased to 66.6% of Pre-tax Income, on higher taxable income base.

3.h  Any seasonal aspects that had a material effect on the financial condition or results of
operations.

Remarks: NONE

.
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