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S PH real estate sector

Covering more ground
By Abigail L. Chiw

For the past 2 years, the Philippine economy grew between 6%-7%, on account of the steady performance of the 
industrial (+7.5%-9.3%) and service (+6%-7.2%) sectors. The industrial sector was driven by strong manufacturing 
(+8.1%-10.3%) and construction (+8.5%-9.6%) activities. Meanwhile, the service sector was boosted by the growth 
of financial intermediaries (+6.7%-12.6%), followed by real estate and renting activities (+8.1%-8.7%) with the latter 
accounting for 11% of the country’s total GDP. The property sector however, also generates some multiplier effect 
as it fuels demand for construction, manufacturing, transport and financial intermediation.

Growth Rates of Gross Domestic Product (at constant 2000 prices)

INDUSTRY Annual Growth

2013 2014

1. AGRI., HUNTING, FORESTRY AND FISHING 1.1 1.9

   a. Agriculture and forestry 1.2 2.3

   b. Fishing 0.7 0.3

2. INDUSTRY SECTOR 9.3 7.5

   a. Mining & Quarrying 1.2 3.5

   b. Manufacturing 10.3 8.1

   c. Construction 9.6 8.5

   d. Electricity, Gas and Water Supply 4.9 3.2

3. SERVICE SECTOR 7.2 6.0

   a. Transport, Storage & Communication 5.6 6.6

   b. Trade and Repair of Motor Vehicles, Personal & Household Goods 5.7 6.0

   c. Financial Intermediation 12.6 6.7

   d. Real Estate, Renting & Business Activities 8.7 8.1

   e. Public Administration & Defense; Compulsory Social Security 3.8 3.5

   f. Other Services 7.1 4.2

GROSS DOMESTIC PRODUCT 7.2 6.1

Source: National Statistical Coordination Board (NSCB)

Real Estate Sector Drivers: OFW remittances, BPO proceeds, Tourism receipts 
While growth in the real estate sector may have slightly slowed to 8.1% in 2014 from 8.7% in 2013, local property players remain 
bullish on the industry’s outlook, since demand for housing, office, commercial, and leisure facilities are expected to be sustained 
by increasing dollar inflows from OFW (overseas Filipino worker) remittances, BPO proceeds and tourism receipts, which aggregate 
to about US$47 billion (or Php2 trillion) for 2014, and translates to about 16.7% of GDP.

Philippine Dollar Inflows (US$ billions)
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As a result, major real estate players have jacked up their capital expenditure (capex) budgets this year to support expansion. ALI is 
spending Php100 billion (from Php83.3 billion last year), SMPH is allocating about Php70 billion (from Php61 billion LY), and MEG is 
allotting about Php32 billion (from Php29 billion LY). RLC has also increased its capex budget to Php17 billion from Php14 billion LY, 
same with VLL’s higher capex allocation of Php24 billion from Php21 billion LY.
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Housing
The Chamber of Real Estate and Builders’ Associations Inc. (CREBA) noted that the country 
has an estimated housing backlog of 5.5 million over the next 20 years, while annual supply 
is only pegged at about 200,000 units. The supply condition is likely driven by property 
developers’ bias for residential projects that cater to the upper and middle segments, who can 
better afford new home acquisitions. Improving income levels of Filipinos coupled with the 
country’s low interest rates however, have made housing purchases more attainable to more 
Filipinos. Some players have also recognized the underserved demand for economic and 
socialized housing, and have established new brands or companies to address the housing 
needs of the lower-bracket segments. Property firms have also expanded their geographical 
reach to emerging hubs in regions or provinces outside Metro Manila, to tap more Filipino 
families that receive increasing allowances or incomes from family members abroad, or from 
good-paying jobs in the BPO or Tourism sectors. Looking at data from the 2012 Family Income 
and Expenditure Survey (FIES), there are about 6.2 million families under the ABC income 
segments. Assuming 30% are still renting and are looking to purchase new homes, then 
property developers have a ready market for 1.9 million units. And with new supply coming in at 
a rate of 200,000 per year, then the property sector will need about 10 years to fill the demand. 

Philippine Housing Market and Income Segments

Segments Price Range Income Bracket Monthly Income No. of Families

Upscale / High End Php4.0-35.0M A Php120-250k

Middle Income Php1.5-5.0M B Php50-120k 6.2 million

Economic Housing Php600k-2.5M C Php15-50k

Socialized Housing Php400k-1.0M D/E < Php15k 15.2 million

Source: ALI, NSO, FIES

Meanwhile, residential licenses to sell declined by 4% in 2014 due to slowdowns in the 
socialized housing (-15.7%), mid-income housing (-9%), and high rise residential (-2.6%) 
segments. More property developers were noted to have shifted towards the low cost housing 
segment (+6.6%) where most of the housing backlog is situated. 

HLURB Licenses to Sell 

Segments 2013 2014 % change

Socialized Housing 49,410 41,663 -15.7%

Low Cost Housing 59,464 63,398 6.6%

Mid Income Housing 30,585 27,819 -9.0%

High Rise Residential 78,458 76,413 -2.6%

Total Units 217,917 209,293 -3.9%

Source: Housing and Land Use Regulatory Board

Office
The Philippine BPO sector has been growing rapidly, with a CAGR of about 30% from 2004-2014. 
Reports also cite that the Philippines has overtaken India as the call center capital of the world. The 
World Bank estimates that over 1 million Filipinos are employed by the BPO and related IT sectors, 
with projections that it can generate up to $55 billion by 2020 or roughly 11% of the country’s GDP. 
Industry experts peg industry revenues to reach $25 billion by 2016, almost equal to the expected 
remittances coming from OFWs. The IT and Business Process Association of the Philippines 
(IBPAP) however, has a more modest projection of $20 billion in revenue for 2016. IBPAP also 
estimates that 1.5 million new jobs that will be created next year courtesy of the industry, and this 
number also represents the potential market for new home purchases in the future.

The expanding BPO industry is also seen to sustain the demand for office spaces, as many 
developers aim to shift more of their revenue mix towards recurring rental assets.   While Metro 
Manila is seen to be the country’s central business hub, the opening of BPO offices in other 
provinces creates opportunities for real estate firms and to those residing there. The upcoming 
Association of Southeast Asian Nations (ASEAN) integration may also create more office demand 
in the country. Colliers International Philippines Research estimates that an average of 510,000 
sqm of office space will be delivered annually from 2015 to 2017. Assuming 80% or 408,000 sqm 
of new office space goes to the BPO sector per year, then the sector has room to accommodate 
63,000 new BPO workers on an annual basis (assuming each BPO employee is allocated a space 
of 6.5 sqm – usual range per seat is 5-8 sqm). The BPO industry however, is estimated to add 
about 100,000 to 150,000 workers per year. Hence, there is the need to build more office space in 
the country.
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Forecast New Office Supply (Net Usable Area in sqm)

LOCATION 
Cumulative Supply 

as of End 2013* 2014 2015F 2016F 2017F
Est. Cumulative 

Supply by End 2017

Makati CBD 2,827,865 19,532 - - - 2,847,397

Ortigas 1,160,350 118,159 81,509 14,393 - 1,374,411

Fort Bonifacio 908,889 73,636 240,855 220,848 397,817 1,842,045

Eastwood 300,264 - - - 28,220 328,484

Alabang 305,426 72,844 - 42,070 70,563 490,903

Other 
Locations** 

1,009,396 182,183 241,201 319,952 197,711 1,950,443

Total 6,512,191 466,354 563,565 597,263 694,311 8,833,684

Source: Colliers International Philippines Research; 
*revised figures; **Manila, Pasay, Mandaluyong, Quezon City and other fringe locations

Commercial
The proliferation of new BPO and housing hubs across the country, will also give rise to the 
development of more shopping centers, as retailers position to take advantage of developing 
provincial growth centers such as Cebu, Davao, Clark, Santa Rosa, Bacolod, Iloilo and 
Baguio. CBRE Philippines notes that these BPO lifestyle destinations will provide work-play 
components similar to central business districts (CBDs) where workspace and facilities are 
developed alongside leisure elements such as restaurants, parks, recreational establishments 
and retail choices. 

Ayala Land, Inc. for example, is constructing shopping centers with a total gross leasable area 
of 497,000 between 2015-2017. Robinsons Land Corp. on the other hand, is expected to build 
3 new shopping malls on an annual basis, while SM is slated to open 4 new malls this year and 
aims to grow its leasable area “within the range” of 8% each year. 

Tourism
Meanwhile, the country’s push to develop the leisure and tourism industry also benefits 
property developers, as it will entail the need to build more hotels across the country. For Metro 
Manila alone, about 8,000 hotel rooms are being built between 2015 and 2016. Data from the 
Department of Tourism (DOT) showed that tourist arrivals grew 3.25% to 4.83 million in 2014, 
missing target of 6.5 million, citing “access problems” relating to airports, infrastructure and 
internal travel.” This year, the government is hoping to draw in 6 million arrivals and further up 
to 10 million in 2016. Should the target of 10 million tourists by 2016 be achieved, then there 
is the need to build about 40,000 new hotel rooms. However, DOT’s target of 10 million is 
unrealistic. 15% CAGR is more reasonable given the slow build-up of tourism infrastructure (i.e. 
airports, roads, etc.), as such the 10 million level will probably be hit or achieved in 2020 (or in 
6 years’ time). Nonetheless, property developers continue to monitor this trend and build the 
required hotel facilities as needed. 

Challenges
The main challenge for the Philippine property sector is how to grow and expand considering 
the country’s lacking infrastructure facilities. Compared to other countries in the ASEAN, 
the Philippines lag in providing the needed roads and utility services (i.e. electricity, water, 
telecommunications) to support an emerging and thriving economy. As a result, the bigger real 
estate companies have shown interest and some have made commitments in participating in the 
government’s infrastructure projects, especially toll roads, since these will facilitate access to and 
urbanization of up-and-coming regions. Leading property players who build large-scale mixed-use 
communities will also have to secure the necessary supply and connections for water, electricity, 
and telecommunications, which may take some time in less developed areas of the country.     

Key Infrastructure Indicators of ASEAN-6

% Share of 
population 

with access to 
electricity, 2011

Quality of 
electricity supply 

score (out of 
7), WEF* 2014

Distribution 
losses as % 

of total net 
generation, 2012

Main fixed 
telephone 

lines per 100 
inhabitants, 2013

% Share of population 
with access to 

improved water 
sources, 2012

Road density, 
population per 

kilometer of 
road**, 2012

Paved roads as 
% of total road 

networks**, 2012

Singapore 100.0 6.7 1.7 36.4 100.0 1,5511.1 100.0

Thailand 99.0 5.1 6.1 9.0 95.8 288.3 80.8

Malaysia 99.5 5.7 6.6 15.3 99.6 160.0 78.3

Vietnam 96.1 4.2 10.2 10.1 95.0 343.8 66.3

Indonesia 72.9 4.3 9.6 16.1 84.9 491.8 56.7

Philippines 70.2 4.2 12.0 3.2 91.8 449.6 26.9

Sources: BusinessWorld, US EIA, ITU, WHO-UNICEF JMP, ASEAN-Japan Transport Partnership, ASEAN Secretariat, World Bank
*World Economic Forum; **This refers to the entire road network 
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EQUITY RESEARCH
Equity Valuation
Comparative 
Valuation

Market Cap 
(Php Bn) 

Price 
(Php)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

Dividend 
Yield (%)

SMPH 556.79 19.28 2.66 25.04 11.00 1.31
ALI 542.99 37.00 4.23 31.38 14.32 1.24
MEG 175.66 5.45 1.51 15.71 9.84 0.75
RLC 117.90 28.80 2.08 20.11 10.63 1.54
VLL 63.36 7.42 1.08 9.75 11.57 1.86
FLI 42.68 1.76 0.77 8.80 9.09 3.41

Source: Bloomberg; Note: SMPH – SM Prime Holdings; MEG – Megaworld; RLC – Robinsons Land; VLL – 
Vista Land; FLI – Filinvest Land

u	Bullish expansion continues... After spending a staggering Php83.3 billion for capital 
expenditures (capex) in 2014, ALI announced a higher capex budget of Php100 billion 
this year as it continues expansion across business lines. Of the total capex: Php31.5 
billion (31%) is allotted for land acquisition; Php37.4 billion (37%) for residential projects; 
Php22.5 billion (23%) for mall, office and hotel developments; and the balance for other 
requirements.

u	…with a push for more recurring income assets. The company has an extensive land 
bank of over 8,600 hectares, which allows it to remain a top player for large-scale, mixed-
use property developments in new growth centers across the country. While bulk of its 
revenues still stem from residential projects, ALI has outlined a plan to increase its leasing 
and hotels business to account for half of its top line by the year 2020 from its present 
revenue share of 22%. And to do this, the company aims to increase its shopping center 
GLA (gross leasable area) to 3.6 million sqm (from the current 1.3m), hike its office GLA to 
1.8 million sqm (from the present 612k), and expand its hotel room capacity to 6,000 (from 
the existing count of 2,162) over the next 5 years.  

Financial Results (Php millions): 
Revenues by Segment FY’12 FY’13 % chg FY’14 % chg

Residential Development 29,308 41,398 41.3% 54,986 32.8%

Shopping Centers 9,395 10,027 6.7% 10,960 9.3%

Corporate Business 2,761 3,357 21.6% 4,434 32.1%

Hotels and Resorts 2,452 4,017 63.8% 5,618 39.9%

Strategic Landbank Mgt & VisMin 5,293 11,553 118.3% 6,905 -40.2%

Others 10,723 11,171 4.2% 12,295 10.1%

Total Revenues 59,932 81,523 36.0% 95,198 16.8%

Property Development % 57.7% 65.0% 65.0%

Commercial Leasing % 20.3% 16.4% 16.2%

Hotels and Resorts % 4.1% 4.9% 5.9%

Net Income 9,037 11,742 29.9% 14,803 26.1%

Source: ALI

Our View and Recommendation: 
Short-term (less than 2 years): ALI continues to deliver strong earnings, having posted a 26% 
jump in attributable net income to Php14.8 billion for 2014, driven by steady growth across its 
business segments (with the exception of strategic landbank management due to higher FTI lot 
sales back in 2013). And along with upbeat plans, market currently values its stock at Php37 per 
share, for a premium P/E of 31x. However, considering its improved 2014 ROE of14.4% (from 13% 
in 2013), which is also the highest among peers, we believe ALI could support higher valuations of 
32x P/E and 4.2x P/B for a target price of Php38.51 over the next 12 months. This offers a potential 
remaining price upside of 4.1% (having already advanced 9.8% YTD), and will likely track the 
returns of most firms included in the PSEi.  Neutral.*  

Medium-term (beyond 2 years): Over time, we expect ALI to sustain an EPS growth of at 
least 10% as it continues to focus on large-scale mixed-use estates and diversify outside Metro 
Manila. Still, rising local interest rates, a weaker Peso as a result of a strong US dollar could result 
in downward re-rating of local stocks. This could also adversely impact on ALI’s fair valuation. 
Therefore, we expect ALI’s P/E premium to reduce from 32x to 28x with a target price of Php43.26 
by 2017, for a likely annualized return of 5.9% or at par with the PSEI. Neutral.*
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Company Background
Ayala Land, Inc. (ALI) is the real estate arm of the 
Ayala Corporation, one of the Philippines’ biggest 
and oldest business conglomerates.  With over 
8 decades of experience in real estate, ALI is 
the country’s leading, most diversified and fully 
integrated property developer in the Philippines. 
ALI is well-known for large-scale, master-planned, 
mixed-use and sustainable communities that 
become thriving economic centers in their 
respective regions.

Following the success of the Makati Central 
Business District, ALI has created Alabang Business 
District, Cebu Park District, Bonifacio Global City, 
NUVALI and other growth centers. These serve as 
platforms for the Company’s full line of real estate 
products that generate value over time.

New mega-estates being developed by ALI in 
Mega Manila include: the 21-ha Circuit Makati, the 
74-ha Arca South in Taguig, the 6.6-ha South Park 
District in Alabang, the 45-ha Vertis North and 11-
ha Cloverleaf in Quezon City, the 98-ha Altaraza in 
Bulacan and the 1,125-ha Alviera in Pampanga.

Share Data
PSEi Code ALI

Rating Neutral

52-wk range (Php) 28.0-38.8

Current Price (Php) 37.0

Target Price (Php) 38.5

Price Upside (%) 4.1%

Dividend Yield (%) 1.4%

Total Return (%) 5.5%

Price Performance

ALI         PCOMP  

Source: Bloomberg

Review of Share Price Performance
Last March, we gave an underperform rating on 
ALI with a target price of Php31, which offers little 
upside from its trading price of Php28.75 then. 
ALI however, went on to peak at Php38.8 early 
this month, after releasing impressive operating 
results for 2014, and sharing its vision of hitting 
Php40 billion in income by the year 2020. This 
medium-term target is also kicked-off by an 
unprecedented 2015 capex budget of Php100 
billion, underscoring ALI’s confidence in the local 
property sector.

While positive momentum may be sustained by 
ALI’s tangible plans across its different business 
segments, headwinds may come in the form of: 1) 
rising interest rates, which could curb affordability 
for new home purchases; 2) tighter banking 
regulations, which could cut supply for real estate 
financing; and 3) a weakening peso, which could 
hurt investor sentiment for equities. 

*Neutral   These are stocks whose share prices are going to move in tandem or within the PSEi movement as a benchmark over a 
12-month period.
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FIXED INCOME RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 32,121 27,966 28,677 41,926 45,655 46,926

Receivables – net 35,378 56,269 65,140 69,787 71,083 70,574

Total Assets 255,403 325,474 388,944 449,534 486,046 510,963

Current Liabilities 79,524 101,623 135,446 139,549 143,637 152,333

Long Term Liabilities 79,904 111,753 131,503 160,582 178,144 178,269

Total Liabilities 159,428 213,376 266,949 300,131 321,781 330,602

Total Equity 95,975 112,098 121,995 149,402 164,265 180,362

Short-term Debt 16,371 15,949 21,369 27,052 21,302 27,072

Long-term Debt 58,408 85,953 103,296 107,613 112,613 101,843

Total Debt 74,778 101,902 124,666 134,666 133,916 128,916

Debt to Equity (%) 77.9% 90.9% 102.2% 90.1% 81.5% 71.5%

Net Debt to Equity (%) 44.4% 66.0% 78.7% 62.1% 53.7% 45.5%

Debt to Assets (%) 29.3% 31.3% 32.1% 30.0% 27.6% 25.2%

Net Interest Expense -596 646 767 1,808 -89 -1,208

EBITDA 16,221 23,223 29,882 33,005 36,963 40,340

EBITDA % Increase 7% 43% 29% 10% 12% 9%

Net Income 9,037 11,742 14,803 16,364 19,727 22,200 

ROE % 12.5% 13.0% 14.4% 13.7% 14.2% 14.5%

Source: ALI; F – BDO Private Bank Research

u	Aggressive growth program funded by add’l equity, debt… In view of its aggressive 
plans, ALI raised Php16 billion from an equity placement last January involving the sale of 
484.85 million shares at Php33 apiece. The company also intends to raise another Php15 
billion from incremental borrowings to support this year’s Php100 billion capex program. The 
twin efforts of raising almost equal amounts of equity and debt capital helps ALI maintain a 
balanced capital mix with its D/E ratio expected to hover near the 100% level.

u	…and increasing cash flows. Meanwhile, the leading property developer is also estimated 
to generate higher operating cashflows or EBITDA year on year, from Php33 billion this 
year to about Php40 billion by 2017. These cash flows would certainly help ALI in funding its 
ongoing developments. 

Our View and Recommendation
Short-term (less than 2 years): With more large-scale property projects, we estimate an 
EBITDA growth of about 10%-12% in the next 2 years for ALI. As such, EBITDA flows of about 
Php33 billion to Php37 billion are seen to support operational liquidity, with an estimated 
interest & dividend cover ratios between 3.4x and 4.2x. However, we expect ALI to refinance 
about Php10 billion of maturing debt next year, to conserve cash for project development and 
potential opportunities for land banking.

Medium-term (beyond 2 years): In the meantime, rising revenues  also strengthen and 
augment the company’s equity via retained earnings. As such, we expect ALI to maintain 
manageable debt-to-equity ratios of 70%-100%, with EBITDA flows projected to exceed Php40 
billion by 2017. The property firm’s expanding earnings capacity, also suggests an improving 
capability to repay debt as it comes due. Cash flows of Php40 billion for example, can 
theoretically pay off ALI’s estimated net debt of Php129 billion in about 4 years time.

Analyst Attributed Estimates
Internal 2015E 2016E 2017E

Attributable Net 
Income(Php’mn) 16,364 19,727 22,200 

ROE % 13.7% 14.2% 14.5%

Div / Sh 0.46 0.51 0.61 

Div Yd % 1.2% 1.4% 1.6%

BV / Sh 9.12 10.00 10.96 

EPS 1.12 1.35 1.52 

P/B (x) 4.06 3.70 3.38 

P/E (x) 32.93 27.32 24.27 

Source: BDO Private Bank Research

Major Shareholders
Holders % of total

Ayala Corp. 47.25

Aberdeen 12.40

Schroders Plc 1.62

Vanguard Group Inc 1.27

Blackrock 1.14

Platinum  Investment 0.86

Capital Group Companies 0.59

State Street Corp 0.56

Danske Bank A/S 0.50

Taube Hodson Stonex 0.50

Others 33.31

Total 100.00

Source: Bloomberg

Debt Capacity Chart (Php millions)
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Source: Bloomberg, BDOPB Research

Overall, ALI maintained an investment-
grade rating of BBB-, supported by: (1) 
double-digit EBITDA growth; (2) manageable 
leverage with D/E ratios between 70%-100%; 
and (3) extended debt maturity profile. The 
company’s deliberate plan to also build up 
its revenue streams from recurring income 
assets (i.e. malls, offices and hotels), will 
also help cushion a possible slowdown in the 
residential sector in case rising interest rates 
hurt affordability for the lower to mid-income 
segments of the market. Meanwhile, most 
of ALI’s debt is denominated in the local 
currency, and carry fixed rates (74% of total 
as of end 2014), which thus limits its exposure 
to rising benchmark rates and the likely 
weakening of the peso over the medium-term.

*BBB (Medium Grade)   Neither highly protected nor poorly secured. Interest payments and principal security appear adequate 
for the present but certain protective elements may be lacking or may be characteristically unreliable over any great length of 
time. Such issues lack outstanding investment characteristics and in fact have speculative characteristics as well.
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EQUITY RESEARCH
Equity Valuation

Comparative 
Valuation

Market Cap 
(Php bn) Price (Php)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

2015 Div 
Yield (%)

Free Float* 
(%)

SMPH 556.79 19.28 2.66 25.04 11.00 1.31 29.55
ALI 542.99 37.00 4.23 31.38 14.32 1.24 50.24
MEG 175.66 5.45 1.51 15.71 9.84 0.75 33.66
RLC 117.90 28.80 2.08 20.11 10.63 1.54 38.59
VLL 63.36 7.42 1.08 9.75 11.57 1.86 46.34
FLI 42.68 1.76 0.77 8.80 9.09 3.41 38.76

Sources: Bloomberg; * PSE
Note: SMPH – SM Prime Holdings, Inc.; ALI – Ayala Land, Inc.; RLC – Robinsons Land Corp.; VLL – Vista 
Land & Lifescapes, Inc.; FLI – Filinvest Land, Inc.

u	One-off gains bloat 2014 revenues, net income.  Megaworld Corp. posted consolidated 
revenues of Php53.13 billion (+46.60% y/y) and net profit of Php21.55 billion (+138.57% y/y) 
which was boosted by non-recurring gains of Php12.16 billion from the sale of majority of its 
shares in Travellers (RWM) to parent Alliance Global, Inc. (AGI) in 2014.  Excluding one-off 
items, core revenues amounted to Php40.97 billion (+15.49% y/y) and net income went up 
by 13.63% y/y to Php9.40 billion.

u	Operating expenses offset improved cost margins.  While real estate cost margins 
improved from 59.5% to 58.4%, operating expenses (+32.3% y/y) and tax provision 
(+21.35% y/y) increased significantly due to the absorption of new subsidiaries.  
Consequently, net profit grew at a slower pace relative to revenues. 

Earnings Results Full Year 2014
FY’13 

(Php Mn)
FY’14 

(Php Mn) Chg (%)
FY’14 Est 
(Php Mn)

% of FY 
Estimate

Revenues 36,242 53,131 47% 35,072 151.49%
Net Income 9,035 21,555 139% 9,657 223.20%
Attributable Net Income 8,971 21,220 137% 9,657 219.73%

Operating Income Segmentation
Real Estate 6,096 7,227 19%
Rental 4,377 5,231 20%
Hotel Operations 86 188 118%
Corporate and others 62 65 4%
Total 10,621 12,710 20%

Operating Income Mix (%)
Real Estate 57.4% 56.9%

Rental 41.2% 41.2%

Hotel Operations 0.8% 1.5%

Corporate and others 0.6% 0.5%

Total 100.0% 100.0%

Sources: MEG; E – Bloomberg consensus estimates

Our View and Recommendation: 
Short-term (less than 2 years): At 16x price-to-earnings (P/E) based on 2015 consensus 
estimates, MEG trails more established names (ALI, RLC, SMPH) that trade at P/E multiples double 
their ROEs (return on equity).  Our 12-month fair value estimate for MEG is at Php5.55 per share, 
based on valuation benchmarks of 16x P/E (about 2x MEG’s ROE) and 1.2x P/B.  This translates to 
a potential price yield of 1.8%, versus a 5% return for the PSEi.  Underperform.* 

Medium-term (beyond 2 years): We estimate that MEG’s net profit can grow by over 10% 
annually, assuming that its reservation sales level stays above Php60 billion through 2017.  If 
this premise holds, we expect MEG’s share price to reach Php6.39 by 2017, translating to an 
annualized total return of 6.9% (inclusive of dividends).  This is slightly higher than our 5% 
expected medium term return for the PSEi.  Outperform.**

Company Background
Megaworld Corporation (MEG) is one of the 
country’s leading residential condominium 
developers and BPO office space providers.  
The company pioneered the development of mega-
communities or integrated townships that locate 
residences, workplaces and commercial centers in 
one setting with its flagship project – Eastwood City. 

The Company’s real estate portfolio includes residential 
condominiums, townhouses, subdivision lots, office 
buildings, commercial space and hotel facilities.  

In 2014, former affiliates Global‐Estate Resorts, Inc. 
(GERI), Empire East Land Holdings, Inc. (ELI) and 
Suntrust Properties, Inc. (SPI) were consolidated under 
Megaworld, bringing the group’s current landbank to 
4,044 hectares (ha) inclusive of land under joint venture 
(126 ha) and long-term lease (22 ha).  Total office 
leasing space is about 712,000 square meters (sqm) 
and retail space at close to 200,000 sqm.

Five townships to be launched this year will increase the 
company’s township developments to 20 by the end of 
2015.  Two of these are The Upper East (34 hectares) 
and Northill Gateway (50 hectares), both in Negros 
Occidental.

Over the next few years, Megaworld aims to keep group 
reservation sales at more than Php70 billion annually, 
grow rental income to Php10 billion, and have at least 5 
hotels in its portfolio.

Share Data
PSEi Code MEG

Rating Underperform

52-wk range (Php) 4.00 – 5.73

Current Price (Php) 5.45

12-month Target Price (Php) 5.55

Price Yield (%) 1.80

Dividend Yield (%) 0.86

Total Return (%) 2.66

Price Performance

MEG         PCOMP  

Source: Bloomberg

Review of Share Price Performance
In the March 2014 issue of Money Talks, we gave 
MEG a NEUTRAL rating with a fair value estimate of 
Php4.55 per share.  The stock’s price ranged between 
Php4.30 to Php4.80 for most of 2Q’14, but slid in the 
third quarter on lending concerns after the Bangko 
Sentral ng Pilipinas’ announcement of stress tests for 
banks (relative to their real estate sector exposure), 
as well as rate hike fears following higher inflation.  
Independent research firm CB Richard Ellis’ positive 
outlook (published in Sep) for the sector, particularly 
for BPO (business process outsourcing) offices, 
helped MEG’s price resume its climb.  As of March 16, 
MEG’s share price has gone up by 32.9% from March 
16, 2014, beating the PSEi’s 21% comparative gain. 
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*Underperform   These are stocks whose share prices are going to underperform or lag the return of the PSEi as a benchmark 
over a 12-month period. 
**Outperform   These are stocks whose share prices are going to outperform or beat the return of the Philippine Stock Exchange 
Index over a 12-month period.
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FIXED INCOME RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 26,827 31,752 25,143 20,788 23,931 28,496 

Receivables – net 15,513 19,815 23,944 32,305 35,806 39,316 

Total Assets 142,723 173,882 221,040 252,732 285,652 319,960 

Current Liabilities 25,762 25,897 38,878 40,450 45,527 62,292 

Long Term Liabilities 35,735 46,033 53,363 72,882 89,673 95,259 

Total Liabilities 61,497 71,929 92,241 113,332 135,201 157,551 

Total Equity 81,226 101,953 128,799 139,400 150,452 162,409 

Short-term Debt 1,588 1,565 7,626 1,457 833 10,716 

Long-term Debt 18,467 27,062 25,912 41,022 52,188 53,472 

Total Debt 20,055 28,627 33,538 42,478 53,022 64,188 

Debt to Equity (%) 24.7% 28.1% 26.0% 30.5% 35.2% 39.5%

Net Debt to Equity (%) -8.3% -3.1% 6.5% 15.6% 19.3% 22.0%

Debt to Assets (%) 14.1% 16.5% 15.2% 16.8% 18.6% 20.1%

Net Interest Expense (250) 571 684 1,282 1,812 2,244 

EBITDA 8,729 11,466 13,093 17,892 20,145 22,230 

EBITDA % Increase 24.5% 31.3% 14.2% 36.7% 12.6% 10.4%

Sources: MEG; F – BDO Private Bank Research

u	Subdued fund-raising exercises in 2014...  After raising Php21.71 billion from debt and 
equity channels in 2013, Megaworld Corporation’s (MEG) capital-raising activities in 2014 
was more subdued, gathering only Php6.45 billion from new borrowings and Php262 million 
from warrants.  

u	…despite higher capex.  Despite increased capital expenditures (capex) of Php39.78 
billion (inclusive of real estate costs) versus Php32.05 billion in 2013, MEG still closed 2014 
with substantial cash balance of Php25.14 billion.

u	Additional capital still needed moving forward.  However, ongoing and soon-to-be-
launched projects, combined with substantial debt maturities this year and in 2018 will likely 
push MEG to raise at least Php12 billion annually over the next 5 years to maintain liquid 
operations.  Non-recurring gains in 2014 helped pad retained earnings on the equity side, 
helping reduce debt to equity ratio to 26% from 28% the previous year, giving the company 
more room for leverage.  On the other hand, MEG still has 8 billion unissued common 
shares, which the company can tap for additional capital.

Our View and Recommendation
Short-term (less than 2 years): End-2014 cash balance of Php25 billion is more than enough 
to cover some Php9.1 billion in MEG’s principal payments for 2015-16.  Planned capex of close 
to Php50 billion can be financed with additional debt.

Medium-term (beyond 2 years): The company’s ability to service its long-term debt will be 
sustained by its strong residential sales order book (above Php60 billion since 2013) and 
growing rental income.  These will be reflected in healthy operating cash flow (EBITDA) levels 
averaging Php20 billion through 2017.  Also, MEG’s annual total debt is matched by liquid 
assets (i.e., cash plus receivables) through our forecast period.

Analyst Attributed Estimates
Internal 2015F 2016F 2017F

Attributable Net 
Inc. (Php’mn) 11,405 12,544 13,571

ROE % 8.64% 8.79% 8.81%

Div / Sh 0.05 0.05 0.06 

Div Yd % 0.86% 0.95% 1.02%

EPS 0.35 0.39 0.42 

BV / Sh 4.32 4.67 5.04 

P/E (x) 15.40 14.00 12.94 

P/B (x) 1.26 1.17 1.08 

Source: BDO Private Bank Research

Major Shareholders
Holders % Stake

Alliance Global Group, Inc. 43.72 

Newtown Land Partners, Inc. 17.59 

First Centro, Inc. 2.71 

Richmonde Hotel Group Int'l Ltd 1.30 

Dimensional Fund Advisors LP 1.13 

Norges Bank Investment Management 0.97 

BlackRock 0.69 

RBS Luxembourg SA 0.62 

William Blair & Company LLC 0.54 

TIAA Cref Investment Management 0.53 

Others 30.20 

Total 100.00 

Source: Bloomberg

Debt Capacity Chart (Php millions)
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Source: Bloomberg, BDOPB Research

Overall, we maintain our credit rating for MEG 
at “A”. The strong investment-grade score is 
supported by:  1) strong operating cash flows; 2) 
conservative leverage, with estimated D/E ratios 
under 40%; 3) favorable debt maturity profile; 
4) adequate interest and dividend cover; and 5) 
fluid liquidity, with working capital ratios at 1x or 
higher from 2015 through 2017.

With 92% of borrowings at fixed rates as of end-
2014, we see no substantial impact of interest 
fluctuations on MEG’s financials.  However, with 
about 68% of its long-term debt in US dollars, 
MEG carries currency risk that can affect its net 
income by +3.6% on the average.

*A (Upper Medium Grade)   With favorable investment attributes and are considered upper-medium grade obligations. Factors 
giving security to principal and interest are considered adequate but elements may be present which suggest a susceptibility to 
impairment sometime in the future.
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EQUITY RESEARCH
Equity Valuation
Comparative 
Valuation

Market Cap 
(Php Bn) 

Price 
(Php)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

Dividend 
Yield (%)

SMPH 556.79 19.28 2.66 25.04 11.00 1.31
ALI 542.99 37.00 4.23 31.38 14.32 1.24
MEG 175.66 5.45 1.51 15.71 9.84 0.75
RLC 117.90 28.80 2.08 20.11 10.63 1.54
VLL 63.36 7.42 1.08 9.75 11.57 1.86
FLI 42.68 1.76 0.77 8.80 9.09 3.41

Source: Bloomberg; Note: SMPH – SM Prime Holdings; ALI – Ayala Land Inc.; MEG – Megaworld; VLL – 
Vista Land; FLI – Filinvest Land

u	Fair valuation relative to peers... RLC is trading at 20x P/E and 2.1x P/B based on 2015 
consensus estimates, within range of its large-cap peers valuation band of 15-31x P/E and 
1.5-4.2x P/B. RLC however, has more conservative leverage ratios (i.e. 2014 D/E of 34% 
vs. ALI and SMPH 2014 D/Es of 102% and 64% respectively) and provides higher dividend 
yield of 1.5%. RLC is also the country’s second largest landlord (next to SMPH) with solid 
rental revenues of Php9.6 billion as of 2014, which accounts for about 57% of its top line. 
Hence, RLC may be revalued higher, if this segment of the property market continues to 
increase its contribution to total revenues in the next 2 to 3 years.

u	…supported by hefty income flows from mall and office leasing operations. RLC’s 
net income by grew by 6% y/y to Php4.7 billion with revenues higher by 7% to Php17 
billion, driven by its malls that saw a 10% jump in rental proceeds to Php8.1 billion in 2014. 
Meanwhile, operating cash flows or EBITDA (earnings before interest, taxes, depreciation 
and amortization) increased by 6.3% to almost Php9 billion, with the malls and office 
segments contributing the bulk of Php7 billion. The company is one of the biggest mall 
operator in the country with a total gross floor area of almost 2 million sqm as of end-Sept. 
2014. Its latest system-wide mall occupancy is at 95%, while its same mall revenue growth 
has been tracking 7%-8% annually in the past 6 years. RLC’s recently completed 2 new 
office buildings (Cyberscape Alpha and Cyperscape Beta), which added 45% of leasable 
space to its office portfolio in 2014, will also show its full-year earnings impact this year. 

Financial Results (Php millions): 
Php millions 2013 2014 % chg

Revenues 15,904 17,051 7.2%

Net Income 4,477 4,735 5.8%

EBITDA Breakdown

Malls 5,125 5,552 8.3%

Offices 1,386 1,477 6.5%

Hotels 527 526 -0.1%

Residentials 1,403 1,418 1.1%

Total EBITDA 8,441 8,974 6.3%

EBITDA Margin 53.1% 52.6%

Source: RLC

Our View and Recommendation: 
Short-term (less than 2 years): RLC’s deliberate steps to continue expanding its recurring income 
base has been well received by the investing public, as its stock advanced 9% ytd to Php28.80 for 
the first 3 months of 2015. Its current price translates to 2015 valuations of 21.6x P/E and 2.1x P/B 
with earnings projected to grow by 15% this year. At this price level, RLC seems to be fully valued 
and offers little price upside given our target price of Php29.05 in the next 12 months. The equities 
market may also be hounded by concerns of rising interest rates and a weaker peso, which could 
discount share prices in the second half of 2015.  Underperform.*

Medium-term (beyond 2 years): Moving forward, we expect RLC to sustain an annual EPS 
growth of at least 9% as more of the group’s leasing projects are completed. Assuming the 
same price multiples of 21x P/E and 2.1x P/B, its share price could reach Php33.49 by 2017, for 
an annualized price yield of 5.2% versus the benchmark PSEi’s range of 5% to 6%. As such, 
RLC may just track the local stock market’s benchmark index . Neutral.**

Company Background
Robinsons Land Corp. (RLC) is one of the country’s 
leading real estate companies engaged in the 
development and operation of shopping malls 
and hotels, mixed-use properties, office buildings, 
residential condominiums, as well as land and 
residential housing projects in key cities and other 
urban areas nationwide.

As of September 30, 2014, RLC operates 38 
shopping malls (8 in Metro Manila and 30 in other 
urban areas throughout the Philippines), 10 office 
buildings located in Metro Manila and Cebu, as 
well as 12 hotels under 3 brand segments 
(Crowne Plaza and Holiday Inn both managed by 
the InterContinental Hotels Group; Summit Circle 
Cebu and Tagaytay Summit Ridge both under the 
Summit brand; and a network of 8 Go Hotels). The 
property firm had also completed 71 residential 
projects to date, and has 26 ongoing 
developments at various stages.

Incorporated in June 4, 1980, RLC serves as the 
real estate arm of the JG Summit Holdings, Inc., 
one of the Philippine’s largest conglomerates with 
diverse interests in branded consumer foods, 
agro-industrial and commodity food products, 
textile, telecommunications, petro-chemicals, 
air transportation and financial services, 
among others.

Share Data
PSEi Code RLC

Rating Underperform

52-wk range (Php) 20.25-30.00

Current Price (Php) 28.80

Target Price (Php) 29.05

Price Upside (%) 0.9%

Dividend Yield (%) 1.3%

Total Return (%) 2.1%

Price Performance

RLC         PCOMP  

Source: Bloomberg

Review of Share Price Performance
RLC’s share price appreciated by 33% in 2014, 
outpacing the PSEi’s gain of 23% for the same 
period, as it delivered on its plans of adding 
more leasing space to its property portfolio (with 
6 new malls and 2 additional office buildings).   
RLC continues to derive most of its income from 
investment properties, with its mall and office 
developments accounting for 78% of operating 
cash flows or EBITDA for its recent fiscal year 
ending September 2014, while residential and 
hotel projects provide the corresponding 16% 
and 6% share of EBITDA, respectively.

*Underperform   These are stocks whose share prices are going to underperform or lag the return of the PSEi as a benchmark 
over a 12-month period. 
**Neutral   These are stocks whose share prices are going to move in tandem or within the PSEi movement as a benchmark over a 
12-month period.
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FIXED INCOME RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 5,877 1,081 1,054 2,813 3,232 2,578

Receivables – net 3,358 2,889 3,984 4,618 4,918 5,209

Total Assets 70,647 74,886 85,370 98,220 107,520 114,287

Current Liabilities 8,764 20,020 16,587 12,024 12,272 13,413

Long Term Liabilities 15,375 5,562 16,213 29,632 34,267 34,892

Total Liabilities 24,138 25,582 32,800 41,656 46,538 48,305

Total Equity 46,508 49,304 52,570 56,563 60,982 65,981

Short-term Debt 2,000 12,678 8,101 2,000 2,000 2,000

Long-term Debt 10,000 0 9,920 22,000 26,000 26,000

Total Debt 12,000 12,678 18,022 24,000 28,000 28,000

Debt to Equity (%) 25.8% 25.7% 34.3% 42.4% 45.9% 42.4%

Net Debt to Equity (%) 13.2% 23.5% 32.3% 37.5% 40.6% 38.5%

Debt to Assets (%) 17.0% 16.9% 21.1% 24.4% 26.0% 24.5%

Net Interest Expense -417 -57 19 110 431 546

EBITDA 7,133 8,086 8,877 9,793 10,469 11,500

EBITDA % Increase 10% 13% 10% 10% 7% 10%

Net Income 4,241 4,478 4,737 5,467 5,892 6,473 

ROE % 10.0% 9.4% 9.3% 10.0% 10.0% 10.2%

Source: RLC; F – BDO Private Bank Research

u	New borrowings to refinance existing debt… RLC ended its fiscal year 2014 with 
accumulated debt of Php18 billion, Php8 billion of which are short-term in nature, while cash 
and liquid assets are about Php5 billion.  Hence, the company is likely to settle most of its 
short-term loans with proceeds from the new retail bonds, effectively extending its maturity 
profile to 7 and 10 years. 

u	…and support rental portfolio expansion. The new retail bonds also supports RLC’s 
Php17 billion capex program for 2015, with most of its capex spending (approx. two-thirds of 
total) into investment assets that produce more stable rental income from its mall and office 
leasing operations. As such, we expect RLC to be more resilient in case of economic or 
property downturns that usually impact the developmental residential and leisure segments. 

Our View and Recommendation
Short-term (less than 2 years): Considering its healthy mix of recurring and developmental 
income, we expect RLC’s EBITDA flows to grow by 7%-10% in the next 2 years. Estimated 
annual EBITDA of Php9 billion to Php10 billion should adequately support operational liquidity, 
with an estimated interest & dividend cover of over 5.5x. Given the group’s aggressive capital 
spending however, RLC will likely return to the debt capital market next year with an estimated 
requirement of at least Php4 billion. Credit will probably be extended as leverage continues to 
remain prudent with D/E ratios staying within the 40%-50% range.

Medium-term (beyond 2 years): The group’s conservative capital mix is attributed to the 
increasing operating cash flows, strengthening and boosting the company’s equity via retained 
earnings. Increasing EBITDA flows of over Php10 billion can theoretically pay off the property 
firm’s net debt in 3 years. Improving margins and profitability as RLC is seen to gradually 
enhance ROE, also supports the firm’s credit position.

Analyst Attributed Estimates
Internal 2015E 2016E 2017E

Attributable Net 
Income(Php’mn) 5,467 5,892 6,473 

ROE % 10.0% 10.0% 10.2%

Div / Sh 0.36 0.36 0.36 

Div Yd % 1.3% 1.3% 1.3%

BV / Sh 13.78 14.86 16.08 

EPS 1.34 1.44 1.58 

P/B (x) 2.09 1.94 1.79 

P/E (x) 21.57 20.01 18.21 

Source: BDO Private Bank Research

Debt Capacity Chart (Php millions)
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Source: Bloomberg, BDOPB Research

Overall, RLC maintained an investment-
grade rating of BBB+, supported by: 1) prudent 
gearing with a debt-to-equity ratio (D/E) staying 
below 50%; 2) and extended debt maturity 
profile, with principal payments spread over the 
next 5 to 10 years; and 3) robust earnings outlook 
as the country’s property sector continues to 
benefit from improving purchasing power of 
more Filipinos, which fuels demand for more 
residential, retail, and leisure establishments.

*BBB (Medium Grade)   Neither highly protected nor poorly secured. Interest payments and principal security appear adequate 
for the present but certain protective elements may be lacking or may be characteristically unreliable over any great length of 
time. Such issues lack outstanding investment characteristics and in fact have speculative characteristics as well.

Major Shareholders
Holders % of total

JG Summit Holdings 60.97

FMR LLC 4.92

Dimensional Fund Advisors 1.41

Norges Bank Investment Mgt 0.76

HSBC Holdings PLC 0.62

Handelsbanken Fonder AB 0.51

Vanguard Group Inc 0.47

William Blair & Co. LLC 0.37

Nordea Bank AB 0.36

Fidelity International 0.35

Others 29.26

Total 100.00 

Source: Bloomberg
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EQUITY RESEARCH
Equity Valuation

Comparative 
Valuation

Market Cap 
(Php bn) Price (Php)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

2015 Div 
Yield (%)

Free Float* 
(%)

SMPH 556.79 19.28 2.66 25.04 11.00 1.31 29.55
ALI 542.99 37.00 4.23 31.38 14.32 1.24 50.24
MEG 175.66 5.45 1.51 15.71 9.84 0.75 33.66
RLC 117.90 28.80 2.08 20.11 10.63 1.54 38.59
VLL 63.36 7.42 1.08 9.75 11.57 1.86 46.34
FLI 42.68 1.76 0.77 8.80 9.09 3.41 38.76

Sources: Bloomberg, PSE; Note: SMPH – SM Prime Holdings, Inc.; ALI – Ayala Land, Inc.; MEG – Megaworld 
Corp.; RLC – Robinsons Land Corp.; FLI – Filinvest Land, Inc.

u	Top and bottom lines post 2-digit growths…  Vista Land & Lifescapes, Inc. (VLL) 
achieved double-digit growths in real estate sales (+11% y/y to Php22.235 billion) and net 
income (+12.8% y/y to Php5.71 billion), supported by: (i) higher overall completion rate of 
sold inventories; (ii) sales take-up of Php51.71 billion (+12.2% y/y); and (iii) slower growth 
in total costs and expenses (from 21% in 2013 to 10% in 2014) as the company cut back on 
advertising and promos, and raised the amount of interest expense capitalized related to 
commercial properties it developed.  As of end-2014, VLL has 51,000 square meters (sqm) 
of lettable space, which contributed over Php100 million in revenues.  The company aims to 
increase this leasing space to about 200,000 sqm by 2017.

u	…but slower than the previous year’s.  Compared with real estate sales growth of 23% in 
2013, 2014’s weaker figure is due to the higher contribution of condominium projects (Vista 
Residences), which take longer to complete.

Earnings Results: Full Year 2014
FY’13 

(Php Mn)
FY’14 

(Php Mn) Chg (%)
FY’14 Est 
(Php Mn)

% of FY 
Estimate

Real Estate Sales 20,025 22,235 11.0% 22,917 97.03%
Net Income 5,063 5,710 12.8% 5,649 101.07%

Segment Sales
Brittany 1,447 1,203 -16.8%
Crown Asia 2,460 2,328 -5.4%
Camella Homes 5,578 6,257 12.2%
Communities 9,359 10,373 10.8%
Vista Residences 1,181 2,073 75.5%

Sales Mix (%)
Brittany 7.2% 5.4%

Crown Asia 12.3% 10.5%

Camella Homes 27.9% 28.1%

Communities 46.7% 46.7%

Vista Residences 5.9% 9.3%

Sources: VLL; E – Bloomberg consensus estimates

Our View and Recommendation: 
Short-term (less than 2 years): In view of the lower contribution of recurring revenue at 
the moment, VLL continued to trail its peers (save for FLI) in terms of P/E (price-to-earnings) 
and P/B (price-to-book).  With ROE (return on equity) averaging at close to 10% for the past 
4 years, in our view, VLL’s P/E valuation should trade near this figure.  Thus, using blended 
multiples of 10x P/E (price-to-earnings) and 1x P/B (price-to-book), our 12-month fair value 
estimate for VLL is at Php7.62 per share.  With potential total return of 4.5% (price plus 
dividend yields), we expect VLL to underperform the PSEi’s 5% expected gain in the short-
term.  Underperform.*

Medium-term (beyond 2 years): Through 2017, we expect growth in VLL’s net earnings to 
be sustained by: (i) continued demand for housing, considering an estimated nationwide 
backlog of close to a million units annually; and (ii) increasing contribution of recurring revenue 
sources.  This can help lift fair valuation to Php8.96 per share by 2017.  The annualized price 
appreciation of 7% and dividend yields of 2.4% could raise total return further to about 9.4%, 
which is better than our expected 5% growth for the benchmark PSEi.  Outperform.**

Company Background
Vista Land & Lifescapes, Inc. (VLL) is engaged 
in residential real estate development.  The 
Company operates through 5 business units: 
1) Brittany, which caters to the high-end 
market segment in Mega Manila, offering 
houses in master-planned communities; 2) 
Crown Asia, which caters to the middle market 
housing segment in Mega Manila; 3) Camella 
Homes, which services the low-cost (including 
socialized) and affordable housing segment in 
Mega Manila area; 4) Communities Philippines, 
which offers residential properties outside the 
Mega Manila area in the low-cost, affordable 
and middle market segments; and 5) Vista 
Residences, which builds high-rise residential 
condominiums.  As of end-2014, VLL has a 
land bank of 2,111.8 hectares with 79% located 
in Mega Manila and the balance in various 
provincial areas.

While the company will continue with its main 
strategy of expanding and building homes 
in provincial areas, VLL has broken into 
commercial property development in 2010 
to include recurring sources in its revenue 
stream as well as complement its residential 
communities in flagship projects like Vista City 
(Evia) in Daang Hari, the Lakefront in Sucat, and 
Sta. Elena in Sta. Rosa.  Over the long-term, 
VLL aims to raise the contribution of the leasing 
business to about a tenth of the company’s 
annual turnover.

Share Data
PSEi Code VLL
Rating Underperform
52-wk range (Php) 5.27 – 7.50
Current Price (Php) 7.42
12-month
 Target Price (Php) 7.62
Price Yield (%) 2.7
Dividend Yield (%) 1.8
Total Return (%) 4.5

Price Performance

VLL         PCOMP  

Source: Bloomberg

Review of Share Price Performance
In our March 2014 report (not published in 
Money Talks), we gave VLL an OUTPERFORM 
rating with a fair value estimate of Php6.46 per 
share.  With the generally positive outlook for 
the Philippines in 2015 following the fall in oil 
prices in 2H 2014, VLL closed the previous year 
at its high of Php7.20.  As of March 16, 2015, 
VLL’s share price is up by 40.5% from March 
26, 2014 while the PSEi is up by 21.8% for the 
same period.

*Underperform   These are stocks whose share prices are going to underperform or lag the return of the PSEi as a benchmark 
over a 12-month period. 
**Outperform   These are stocks whose share prices are going to outperform or beat the return of the Philippine Stock Exchange 
Index over a 12-month period.
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FIXED INCOME RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 1,959 4,533 4,867 4,277 3,986 2,519

Other Liquid Assets 15,527 19,505 24,229 25,872 29,602 31,830

Total Assets 71,323 84,530 106,843 113,615 127,553 137,966

Current Liabilities 15,538 10,782 16,108 12,834 19,628 18,999

Long Term Liab 12,151 25,223 37,643 42,168 43,532 48,259

Total Liabilities 27,689 36,004 53,751 55,002 63,159 67,258

Total Equity 43,635 48,526 53,092 58,613 64,394 70,708

Short-term Debt 9,678 3,538 8,362 3,369 9,306 7,805

Long-term Debt 9,960 23,172 35,640 40,039 41,411 46,077

Total Debt 19,638 26,710 44,003 43,408 50,717 53,882

Debt to Equity (%) 45.0% 55.0% 82.9% 74.1% 78.8% 76.2%

Net Debt to Equity (%) 40.5% 45.7% 73.7% 66.8% 72.6% 72.6%

Debt to Assets (%) 27.5% 31.6% 41.2% 38.2% 39.8% 39.1%

Net Interest Exp 296 869 159 244 236 384

EBITDA 4,923 6,112 6,748 8,007 9,415 10,746

EBITDA % Inc 15.7% 24.1% 10.4% 18.7% 17.6% 14.1%

Sources: VLL; F – BDO Private Bank Research

u	Managing liabilities… In April 2014, VLL launched a tender offer to purchase dollar-
denominated notes due 2015 (with 8.25% interest rate).  From about Php6.3 billion in 2013, 
the balance of these notes is down to Php2.1 billion as of end-2014.  To refinance this debt, 
VLL issued US$225 million in the same month, at a lower interest rate of 7.45%.  For the 
whole of 2014, VLL raised Php20.8 billion in new debt and settled Php5.6 billion, closing the 
year with long-term debt of Php35.6 billion.  

u	…to sustain expansion plans. Proceeds of new debt were used to partially fund 2014 
capital expenditure (capex) of Php21.1 billion (+23% y/y, but slightly lower than budget 
of Php21.6 billion).  VLL used Php3.7 billion for land acquisition, Php4.5 billion for land 
development, and Php12.9 billion for construction.  As of this writing, VLL has not finalized 
its planned capex for 2015, but management said it would definitely be higher than 2014 as 
it continues to expand commercial developments and aims to launch more projects in Vista 
City, Davao and Cebu. 

Our View and Recommendation
Short-term (less than 2 years): Annual projected EBITDA (earnings before interest, taxes, 
depreciation and amortization) of over Php8 billion beginning 2015 can cover yearly expenses 
on interest, tax, and a substantial portion of capex.  End-2014 liquid assets (cash and 
receivables) of about Php29 billion, are more than enough to match principal payments of 
Php11.7 billion in 2014-2015.

Medium-term (beyond 2 years): Cash plus other liquid assets (comprising mainly of 
installment contract receivables or ICRs) cover over 60% of total debt (which are primarily used 
for real-estate related activities) through 2017.  We note that, based on our estimates, from a 
peak of 587 days in 2009 (lingering sub-prime crisis), ICR days receivables steadily declined 
annually and has reached a low of 352 days in 2014.  Meanwhile days payable to suppliers and 
contractors is back to under 70 days versus 114 days in 2009.

Analyst Attributed Estimates
Internal 2015F 2016F 2017F

Net Inc. (Php’mn) 6,749 7,761 8,231

ROE % 12.08 12.62 12.18

Div / Sh 0.134 0.158 0.182 

Div Yield (%) 1.80 2.13 2.45

BV / Sh 6.86 7.54 8.28

EPS 0.790 0.909 0.964

P/B (x) 1.08 0.98 0.90

P/E (x) 9.39 8.16 7.70

Source: BDO Private Bank Research

Major Shareholders
Holders % Stake

Fine Properties Inc 53.47 

Dunross Investment Ltd 4.98 

Matthews International Capital 2.17 

BlackRock Asset Management 1.71 

Dimensional Fund Advisors 1.59 

Franklin Resources 1.45 

HSBC Holdings Plc 0.76 

Norges Bank Investment Mgt. 0.59 

Neuflize OBC Asset Management 0.51 

Vanguard Group, Inc. 0.46 

Driehaus Capital Mgt. LLC 0.45 

Others 31.86 

Total 100.00 

Source: Bloomberg

We maintain our medium-term credit rating 
for VLL at “BBB”. This investment-grade rating 
is anchored on: (i) low accounting leverage; 
(ii) healthy interest and dividend cover; 
(iii) comfortable maturity profile; and 
(iv) sufficient liquidity. 

As of end-2014, fixed-rate debt comprised 
100% of VLL’s long-term debt, with 50% in 
US dollars. A +Php1.00 change (about 2.25%) 
in the Peso-US dollar rate will result in a 
restatement of debt by +Php400 million on 
the average, impacting net income by about 
+6% via foreign exchange loss (if the peso 
depreciates) or gain (stronger peso scenario). 
VLL management says that it hedges some 
of this forex risk, which we estimate to be 
about 50%.

Debt Capacity Chart (Php millions)

Short-Term Debt Long-Term Debt

Cash Balance EBITDA
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60,000

2012 2013 2014 2015F 2016F 2017F

Source: Bloomberg, BDOPB Research

*BBB (Medium Grade)   Neither highly protected nor poorly secured. Interest payments and principal security appear adequate 
for the present but certain protective elements may be lacking or may be characteristically unreliable over any great length of 
time. Such issues lack outstanding investment characteristics and in fact have speculative characteristics as well.
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Land banking and location: Key factors for property dev’t activities
By Abigail L. Chiw

The main driver of revenues for property development firms is land, 

although it is a depleting resource and particularly important in 

densely-populated areas or cities in the country. As such, leading real 

estate players continue to allocate a considerable portion of their 

capital expenditures (capex) to land banking activities that ensure 

sustainability of their respective business operations. So aside from 

competing for prospective home buyers, lease tenants, and leisure 

patrons, property firms also scramble and vie for land parcels in good 

locations. Bigger players who build large-scale mixed-use 

communities prefer bigger property plots, while the smaller players 

look for prime sites suitable for their niche positioning.

Looking at six (6) of the country’s top listed property firms, they have 

altogether an aggregate land bank of over 18,000 hectares. Ayala 

Land (ALI) has the biggest land holdings of 8,600 hectares, 

considering it has the most extensive real estate operation. 

Megaworld (MEG) follows closely with 4,200 hectares, given its 

penchant for developing huge mega-communities or townships that 

integrate a live-work-play-learn lifestyle. 

Meanwhile, Filinvest Land, Inc. (FLI) and Vista Land (VLL) also have 

sizeable land banks of about 2,400 ha and 2,100 ha respectively, 

since bulk of their business comes from residential development. 

Majority of their projects are also house and lot offerings, which are 

sold and require more land bank replenishment. 

On the other hand, SM Prime Holdings (SMPH) and Robinsons Land 

(RLC) have more modest land banks of 950 hectares and 560 

hectares respectively, since the greater part of their operations are 

generated from leasing assets (i.e. malls and office spaces), which 

are not sold and do not require land replacement. The flipside 

however, is that SMPH and RLC will require bigger capex budgets to 

construct their malls and office buildings.

And with Metro Manila being the most densely populated area in the 

country, property firms have gradually moved to the peripheral areas 

of Metro Manila such as Calabarzon (Cavite, Laguna, Batangas, 

Rizal, Quezon), Bulacan, and even further up to Subic and 

Pampanga, for new project developments as these regions benefit 

from the resurgence of infrastructure-related projects which aim to 

de-congest and decentralize economic activities outside of the 

nation’s capital. Given the scarcity of good-sized plots in Metro 

Manila, reclamation projects are also being eyed by SMPH along 

Manila Bay to add a potential 600 hectares of land bank in its 

portfolio. Another initiative for land banking worth mentioning is the 

Php123.8-bililon Laguna Lakeshore Expressway, which has a land 

reclamation component of around 700 hectares in the western part of 

Laguna Lake, aside from the construction of a 47-km expressway and 

a 45-km flood control dike. Given the massive potential for additional 

land, 4 major property firms (i.e. ALI, SM, MEG and Aboitiz Land) 

have banded together to form a super-consortium (Trident 

Infrastructure and Development Corporation) with equal stakes of 

25% each, to bid for the Laguna Lakeshore project.

Indeed, even fierce real estate rivals have recognized the need to 

coalesce and complement each other’s resources and expertise in 

order to secure more land and head off potential competition from 

foreign investors. Aside from the Laguna Lakeshore example, ALI and 

SM have also come to terms with their pursuit of stakes in OCLP 

Holdings, Inc., which holds significant landholdings in Ortigas and 

Greenhills with a total estimated area of 50 hectares. The 2 property 

giants both agreed to end their feud and have entered into a strategic 

alliance to further enhance the value of properties under OCLP.  ALI 

is looking to assist more on the mixed-use residential and office side, 

while SMPH is eyeing to help in the development of shopping centers.

Joint venture (JV) arrangements have also been employed by real 

estate players, as they tap huge and idle property assets of 

government agencies, landed families or non-real estate entities. 

MEG has about 120 hectares under JVs, while FLI has 324 hectares 

and VLL has about 326 hectares as of 2014. Using the JV framework 

also aids property companies in conserving cash, since they are not 

required to pay for the cost of land upfront.  

Land and property sites are certainly the lifeblood of real estate firms, 

and they have employed various means and methods in obtaining 

these valuable assets, resulting in significant price increases of prime 

real estate locations over the past 10 years.
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Major Property Companies
2015 Capex Budget 

(Php’bn)
Existing Land 

Bank (Ha) Land Bank Notes

Ayala Land, Inc. 100 8,639 In City (890) + Suburban (7,749); positioned near infrastructure projects and 
targeted at 31 growth centers; acquired mostly through asset-light modes

Megaworld Corp 46 4,199 MEG (291) + ELI (450) + SUN (350) + GERI (3,108)

SM Prime Holdings, Inc. 70 949 Malls (177) + SMDC (174) + CPG (38) + CDHI (18) + HPI (542); Most existing 
malls occupy less than half of their lot area and allow further development; SMPH 
may also access the 5,800 ha landb bank of Hamilo Coast that is lodged under 
parent SM Investments Corp.

Robinsons Land Corp. 17 563 Malls (142) + Residential (406) + Offices (9) + Hotels (6)

Filinvest Land 24 2,403 38% in Mega Manila*, 62% Provincial

Vista Land 24 2,112 79% in Mega Manila*, 21% Provincial

Source: Company Data, BDOPB Research estimates; *Mega Manila = Metro Manila + Calabarzon + Bulacan


