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Shifting signals
By Marian Rose C. Ang

THE GROWTH of the telecommunications industry has been quite subdued in the recent years as mobile 
penetration rate reached its peak aside from intense competition among players. Also, there has been a 
shift in revenue mix among telecommunication companies (telcos) as data traffic is slowly replacing the 
use of traditional voice and text messaging. The need to be always on the go, to be constantly updated 
with friends’ and famous personalities’ activities, and to enjoy listening to music and watching videos 
has increased demand for data usage and internet connectivity. Demand is further boosted by the 
affordability of smartphones and tablets. 

Based on a survey done by Pew Research Center, the most popular social media topics in the Philippines are: music 
and movies – 71%; sports- 50%; religion- 26%; products used- 21% and politics- 16%. As more people feel the need 
to be engaged in these discussions, telcos could harness  this interest to develop their broadband subscriber base. 

To address this, telcos have been beefing up their capital expenditures to widen and improve the reliability of their 
broadband network infrastructures. The country’s biggest telcos- Philippine Long Distance Telephone Co., and Globe 
Telecom, Inc. have also been offering free access to social networking sites as well as some communication apps for 
a certain period of time in the hopes of encouraging adoption of mobile browsing among its consumers. Telcos have 
yet to fully monetize on the popularity of social networking sites among Filipinos.  

Revenues for voice seem to be at its peak with the developments in mobile communications in the recent years. 
Telcos stand to lose big revenues from consumers using instant messaging and voice over apps like Skype, Viber and 
WhatsApp. The decline will come from lost revenue on international calls, roaming fees and calls and text messaging 
services. With this decline in revenues and with flattish mobile subscriber growth, the growth momentum in the next 
few years will come from mobile services, fueled in particular by mobile browsing and broadband.  

Globe Telecom, Inc.

2014 2013 % Change

Mobile 78,069 72,764 7.29

Voice 34,684 32,367 7.16

SMS 29,079 28,794 0.99

Mobile Browsing & Other Data 14,306 11,603 23.30

Fixed Line and Broadband 20,956 17,736 18.16

Broadband 12,687 10,440 21.52

Fixed Line Data 5,480 4,691 16.82

Fixed Line Voice 2,789 2,605 7.06

Total Service Revenues 99,025 90,500 9.42

The extent to which the broadband segment will be able to compensate for the decline in income from voice and 
text messaging will be limited by intensifying competition and higher operating and network costs.  Price pressures 
and the increasing preference for lower-priced bucket and unlimited promotions continue to drag mobile revenues. 
A similar trend could be seen for mobile browsing. As more people adopt it, telcos are expected to offer value-for-
money products and services to increase its subscriber base and this will slow down growth. Telcos will experience 
margin pressure driven by post-paid subscriber acquisitions and the change in revenue mix whereby mobile data 
is cannibalizing the higher-margin voice and SMS services. The main challenge is how the operators will be able to 
retain their respective subscribers and at the same time trying to manage their operating costs. 

In the near-term however, expect telcos to enjoy a surge in mobile browsing and broadband revenue growth 
as internet penetration rate remains relatively low. As of 2013, internet penetration rate in the Philippines was 
only at 37%. For fixed broadband and mobile broadband, penetration rate was even lower at 2.6% and 20.3% 
(source: United Nations Broadband Commission)- leaving operators with a big market to tap and capture. 

PLDT

2014 2013 % Change

Wireless Business 115,037 116,679 (1.41)

Voice 50,640 51,384 (1.45)

SMS 40,400 45,341 (10.90)

Mobile Internet 9,737 6,917 40.77

Broadband 11,201 10,804 3.67

Others 3,059 2,233 36.99

Fixed Line 65,164 61,870 5.32

Fixed Line Data* 30,334 27,472 10.42

Fixed Line Voice 32,356 32,279 0.24

Others 2,474 2,119 16.75

Total Service Revenues 180,201 178,549 0.93

*Includes broadband (2014: P13,876; 2013: P12,268
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 GDP per capita (USD) Internet Penetration Rate (%)

Country 2010 2011 2012 2013 2010 2011 2012 2013

Indonesia 2,946.70 3,469.80 3,551.40 3,475.30 10.9 11.1 14.7 15.8

Malaysia 8,754.20 10,068.10 10,440.00 10,538.10 56.3 61 65.8 67

Philippines 2,135.90 2,358.10 2,587.60 2,765.10 25 29 36.2 37

Thailand 4,802.70 5,192.10 5,479.80 5,779.00 22.4 23.7 26.5 28.9

In spite of the lower per capita GDP in the Philippines, its internet penetration rate 
is higher than that of Indonesia and Thailand. Malaysia however, whose per capita 
GDP is nearly four times higher, had a significantly higher penetration rate of 67% as 
of 2013. Using this metric, per capita GDP in the Philippines would have to increase 
by about four times before we can double the internet penetration rate to 74%. 

Social Media and Advertising
In a consumer-driven economy like the Philippines, advertising plays a vital role in 
introducing and spreading awareness of one’s products and services. Traditionally, 
advertising medium included television, radio, newspaper and magazines. In the 
recent years, however, we have seen marketers veer away from these to go digital 
via the internet. 

By 2015, ZenithOptimedia estimates global ad expenditure to grow by about 4.9% to 
$545 billion. For 2016 and 2017, growth is estimated at 5.6% and 5.2%, respectively. 
Ad spending in Fast-Track Asia (China, India, Indonesia, Malaysia, Pakistan, 
Philippines, Taiwan, Thailand and Vietnam), as characterized by ZenithOptimedia, is 
estimated to have grown by about 10% in 2014 and is seen to grow between 10-11% 
per year from 2015-2017. 

Among all medium, internet (which includes websites, social media, sponsored 
search and mobile apps) is the fastest growing, with an estimated annual average 
of growth rate of 15% from 2014-2017. In particular, mobile advertising (subcategory 
under internet), or ads delivered to smartphones and tablets, has been experiencing 
robust growth. It is estimated to expand by an average of 38.3% per year from 2014-
2017, fueled by the ubiquity of smartphones and tablets as well as improvements in 
user experiences. In contrast television, the biggest medium, is projected to grow by 
a modest 3% per year until 2017. 

Share of Total Global Adspend by Medium (%)

 2012 2013 2014 2015 2016 2017

Newspapers 18.7 17 15.2 14.9 14 12.2

Magazines 8.5 7.9 7.3 7 6.3 5.9

Television 40 40.2 39.6 39.5 39.3 37.4

Radio 7 6.9 6.8 6.8 6.3 6.2

Cinema 0.6 0.5 0.5 0.6 0.6 0.5

Outdoor 6.9 6.9 6.8 6.6 6.9 6.7

Internet 18.3 20.6 23.18 24.6 26.6 31

Source: ZenithOptimedia
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In terms of share in total ad spend, the share of internet (which includes mobile 
advertising) has been moving up. From a mere 3% in 2002, its share has grown to 
23% in 2014 and this is expected to even account for an even higher 31% by 2017.  In 
2014, it is estimated that global mobile advertising alone amounted to $25.8 billion, 
accounting for 5% of total ad expenditure. By 2017, it is seen to account for 11% of 
total ad expenditure. Mobile ad spending will likely take-over radio, magazine and 
outdoor to become the fourth largest medium by the end of 2017.

For newspaper and television ads, the story is quite different. While television 
remains to be the biggest advertising medium, its share of total ad spend has been 
slowly shrinking. More notable is the decline in newspaper ads, which have gone 
down to 15.2% in 2014 from 30% in 2004. 

As marketers embrace a new platform that becomes available, advertising has found 
its way in social media. With more people hanging out in social networking sites 
like Facebook, Twitter and Instagram, businesses and marketers alike have found 
themselves engaging in such activities as well. It is easier, cheaper and effective to 
advertise products online. Social media ad spending is also more targeted and there 
are metrics to gauge the effectiveness of one’s campaign and performance. Social 
will grow faster than all other offline ad medium. 

How will media companies be able to gain a share of the growing internet and social 
media advertising industry? In ABS-CBN’s case, it forged an agreement with Globe 
Telecom, Inc. (Globe), effectively creating a third telecom player. Having access to 
Globe’s infrastructure allows the company to deliver content to subscribers and earn 
advertising revenues as well. Likewise, ABS-CBN is also able to monetize from the 
popularity of video streaming from its iWanTV online platform. t

Social Media Advertising Revenue 
Growth (Global)

2Q 2014, Selected Companies
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EQUITY RESEARCH
Equity Valuation

Comparative 
Valuation

Closing 
Price (Php)

Market Cap 
(Php bn)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

Div Yield 
(%)

Free Float* 
(%)

ABS 62.30 53.00 1.89 21.28 9.01 1.00 44.6

GMA7 6.25 21.01** 1.87 25.51 14.15 4.16 24.9

Sources: Bloomberg;*Philippine Stock Exchange; **BDO Private Bank
Note: GMA7 – GMA Network, Inc.

u	Ad revenues offset by services. ABS-CBN Corporation (ABS) reported consolidated 
revenues of Php8.391 billion (+2.4% y/y) for 1Q 2015 as respectable gains in advertising 
(+3.5% y/y) was offset by sale of services (-4.9% y/y) on weaker performance from the 
films and music business segment as only 4 films (only 1 film generated more than Php400 
million in box office receipts) were released versus 5 (2 films raked in more than Php400 
million and another topped Php300 million) in 1Q 2014.  Advertising revenues still comprise 
more than half of ABS’ revenue sources, with sale of services’ share now up to over 40% 
from about 25% a decade ago.  Sale of goods and other businesses cover the balance.  
Meanwhile, to drive growth moving forward, ABS has undertaken new business initiatives 
such as wireless telecommunications, digital terrestrial TV, theme parks and home 
shopping.

u	Tempered operating costs, lower interest payments lift profit. Net income managed 
to grow at a faster pace of 5.77% y/y to Php569 million due to a significant drop in interest 
payments (-39.7% y/y to Php160 million) and on tempered direct costs and expenses 
(+2.8% y/y to Php7.621 billion) as management continued with its cost reduction initiatives.  
For one, personnel expenses and talent fees (53.5% of total production costs) is down 
by 6.4% y/y as new versus more-established talents are front-lined.  Other cash costs 
components decreased because of a to 10.9% decline in facilities-related expenses.

Earnings Results: First Quarter 2015

1Q’14 
(Php Mn)

1Q’15 
(Php Mn)

Chg 
(%)

FY 2015E 
(Php Mn)

% of FY 
Estimate

Net Revenues 8,191 8,391 2.45% 38,343 21.88%

Net Income 538 569 5.77% 2,527 22.53%

Sources: ABS; E – Bloomberg consensus estimates

Our View and Recommendation: 
Short-term (less than 2 years): Based on a blended metric of P/B (price-to-book) and P/E (price-
to-earnings) ratios of 1.8x and 18x, respectively, our 12-month fair value estimate for ABS is at 
Php65.34 per share.  The lower measures – relative to rival GMA7’s – is largely due to ABS’ weaker 
historical ROE (return on equity) because of its size.  While profit levels are roughly the same (i.e., 
around Php2 billion on the average from 2007 to 2014), ABS’s equity at over Php25 billion as of 
end-2014 is more than 3x GMA7’s (Php8.190 billion).  At a price of Php62.30 per share, potential 
return of 5.9% (inclusive of 1.0% dividend yield) is at par with our estimated return of 6% for the 
benchmark equity index.  Neutral.* 

Medium-term (beyond 2 years): We expect ABS’ fair value to improve to Php73.41 per 
share by 2017, supported by corporate ad spending in various media in a generally improving 
macroeconomic environment fueled by growing consumer demand and infrastructure projects.  
At the micro level, ABS aims to maintain its relevance by focusing on quality content creation 
as well as content distribution using the widest array of platforms and technology.  So far, ABS 
has invested Php2 billion in Digital Terrestrial TV (DTT) infrastructure and programming to 
improve signal quality.  Inclusive of dividend yield, projected total return may reach 8.2% in the 
medium term.  This is slightly better than our expected medium term growth of 6% for the PSEi.  
Outperform.** 
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Company Background
ABS-CBN Corporation (ABS) is an information 
and entertainment multi-media conglomerate 
with radio and television broadcasting as its 
core business.  ABS-CBN produces a wide 
variety of engaging, world-class entertainment 
programs in multiple genres and news programs 
that are distributed via cable or free television.  
ABS has also diversified into the distribution of 
television shows abroad, film production, audio 
recording, magazine publishing, video and audio 
post-production, mobile and online multimedia 
services, and overseas services, all of which 
complement and enhance the media firm’s 
strength in content production and distribution.  
The company is majority-owned and controlled 
by the Lopez family through the family’s holding 
company Lopez, Inc.

In 2013, Capital International Private Equity 
Fund VI, L.P. (CIPEF) subscribed to Php2.5 
billion worth of new Philippine Depository 
Receipts (PDRs) issued by ABS-CBN Holdings 
Corporation (ABS-CBN Holdings) which in turn 
subscribed to the same number of newly issued 
common shares of the Parent Company.  After the 
subscription, Lopez, Inc.’s economic interest in 
the ABS decreased to 56% while its voting rights 
increased from 57% to 79%.

Share Data
PSEi Code ABS

Rating Neutral

52-wk range (Php) 35.00 to 66.00

Current Price (Php) 62.30

12-month Target 
Price (Php)

65.34

Annualized Price Yield (%) 4.88

Dividend Yield (%) 1.01

Total Return (%) 5.89

Price Performance

ABS         PCOMP  

Source: Bloomberg

Review of Share Price Performance
In the Sep 2014 issue of Money Talks, we 
expected ABS to Underperform the PSEi in 
the absence of political ads through the early 
part of 2015.  However, the stock soared to its 
recent high of Php66 per share as it trumped 
its closest rival in 2014 earnings, given its wider 
base in revenue sources and improving cost 
controls.  As of May 20, 2015, ABS is up by 
52.5% from Sep 17, 2014, outperforming the 
PSEi’s 9.0% comparative growth.

*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.

**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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CREDIT RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 6,394 10,616 13,238 14,734 15,584 7,412

Receivables – net 7,855 8,334 10,717 9,962 11,625 11,209

Total Assets 51,394 58,330 67,237 69,122 74,450 67,889

Current Liabilities 14,038 13,320 13,915 13,551 26,116 16,116

Long Term Liabilities 17,934 19,088 26,447 26,701 17,011 18,046

Total Liabilities 31,972 32,407 40,362 40,252 43,127 34,162

Total Equity 19,422 25,923 26,875 28,870 31,323 33,727

Short-term Debt 3,534 1,345 111 228 10,516 1,142

Long-term Debt 12,251 13,335 20,214 20,172 9,956 10,814

Total Debt 15,786 14,680 20,325 20,400 20,472 11,956

Debt to Equity (%) 81.3% 56.6% 75.6% 70.7% 65.4% 35.4%

Net Debt to Equity (%) 48.4% 15.7% 26.4% 19.6% 15.6% 13.5%

Debt to Assets (%) 30.7% 25.2% 30.2% 29.5% 27.5% 17.6%

Net Interest Expense 699 650 829 571 552 413

EBITDA 6,597 7,639 7,535 8,919 10,383 10,240

EBITDA % Increase 14.2% 15.8% -1.4% 18.4% 16.4% -1.4%

Sources: ABS; F – BDO Private Bank Research

u	More planned investments in 2015...  ABS-CBN Corporation (ABS) disclosed that its 
budgeted capital expenditures (capex) for 2015 is at Php8.5 billion, higher than actual of 
Php5.6 billion in 2014.  Bulk or Php4.1 billion (48.4%) will be used for maintenance and 
other expenses, followed by Pay TV and Digital Initiative at Php3.1 billion (37.2%), and the 
balance (Php1.2 billion or 14.3% of the total) for Program Rights.  As of end-Mar 2015, the 
company has spent Php1.5 billion.

u	…but still easy on liquidity. Despite the higher planned capex for the year, it appears that 
the media giant will not be needing external funding at the moment, following capital-raising 
activities in 2013 (Php4 billion in equity infusions) and 2014 (Php8.6 billion from retail bonds 
and term loans). 

Our View and Recommendation:
Short-term (less than 2 years): With less than Php400 million of maturities in the next two 
years, forecast 2015 ending cash balance of Php14.7 billion serves as a very thick cover.     

Medium-term (beyond 2 years):  Funds raised in the past two years coupled with annual cash 
from operations or EBITDA (earnings before interest, taxes, depreciation and amortization) of 
Php9.0 to 10 billion for the period 2015 to 2017 will allow ABS to settle end-2014 total debt of 
Php20.3 billion in less than 3 years. 

Analyst Attributed Estimates
Internal 2015E 2016E 2017E

Attr. Net Inc. (Php’mn) 2,589 3,656 3,444

ROE % 9.76 12.55 10.77

Div / Sh 0.60 0.65 0.92

Div Yield (%) 0.96 1.05 1.48

BV / Sh 33.30 36.78 40.13

EPS 3.11 4.40 4.14

P/B (x) 1.87 1.69 1.55

P/E (x) 20.01 14.17 15.04

Source: BDO Private Bank Research

Major Shareholders
Holders % Stake

Lopez, Inc. 52.45

ABS-CBN Holdings Corp. 38.29

Fundpartner Solutions Europe SA 0.24

JP Morgan Funds Asia Ltd. 0.16

ABS-CBN Foundation, Inc. 0.09

Eugenio Lopez III 0.08

Limestone Investment Management 0.04

Augusto Almeda-Lopez 0.03

Others 8.62

Total 100.00

Source: Bloomberg

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

ABS continues to merit a medium-term credit 
rating of “A” (Upper Medium Investment 
Grade), which is anchored on: (i) ample 
EBITDA flows; (ii) sensible leverage position 
following a fortified equity base; (iii) healthy 
interest and dividend cover of 8.8x on average; 
(iv) comfortable debt maturity profile; and (v) 
fairly liquid operations, with working capital 
ratios above 1.0x through 2017.

*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

Closing 
Price (Php)

Market Cap 
(Php bn)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

Div Yield 
(%)

Free Float* 
(%)

ABS 62.30 53.00 1.89 21.28 9.01 1.00 44.6

GMA7 6.25 21.01** 1.87 25.51 14.15 4.16 24.9

Sources: Bloomberg;*Philippine Stock Exchange; **BDO Private Bank
Note: ABS – ABS-CBN Corporation

u	Better-than-expected 1Q bottom line. GMA Network, Inc.’s (GMA7) consolidated 
revenues reached Php3.006 billion (+5% y/y) for the first quarter of 2015 as airtime sales 
improved across the board to Php2.711 billion (+7% y/y) even as revenues from other 
sources (e.g., international cable operations) slid by 5% y/y to Php294 million.  This, 
combined with a slower increase in total operating expenses (+3% y/y to Php2.432 billion) 
relative to revenues and a lower effective tax rate (down 1 percentage point to 30.9%), 
resulted in better-than-expected net profit of Php402 million (+23.7% y/y).

u	Cost-cutting initiatives. GMA7 managed to keep a lid on production costs (+4% y/y to 
Php1.326 billion) by maintaining a ratio of in-house produced soaps versus canned movies 
in the daily afternoon and evening primetime slots.  Meanwhile, general and administrative 
expenses (GAEX) rose marginally (+1% y/y to Php1.105 billion) as personnel cost (+9% 
y/y to Php568 million) was offset by streamlining of publicity activities in the regions and 
rationalization of research and survey services. 

Earnings Results: First Quarter 2015

1Q’14 
(Php Mn)

1Q’15 
(Php Mn) Chg (%)

FY 2015E 
(Php Mn)

% of FY 
Estimate

Net Revenues 2,851 3,006 5.44% 12,760 23.56%

Attributable Net Income 325 402 23.70% 1,197 33.60%

Sources: GMA7; E – Bloomberg consensus estimates

Our View and Recommendation: 
Short-term (less than 2 years): While GMA7’s recent P/E (price-to-earnings ratio) is already at 
a premium over its 2015 ROE (return on equity) of 14.15%, we believe that the company’s valuation 
should be anchored on its historical ROE average of close to 20%.  Meanwhile, we expect election 
spending to give GMA7’s earnings some boost beginning the latter part of 2015 through the first 
half of 2016.  Thus, our 12-month fair value estimate for GMA7 is at Php6.97 per share, based 
on a blended metric of P/E (price-to-earnings ratio) at 20x and P/B (price-to book ratio) at 2.8x.  
A possible total return of 15.5% (inclusive of dividend yield), can lead GMA7 to outperform the 
PSEi’s 6% expected gain.  Outperform.*

Medium-term (beyond 2 years): Over the medium term, with earnings growth probably 
normalizing at 2.3% post-elections, we anticipate that GMA7’s valuation can reach Php7.48 
per share by 2017, for a potential annualized price yield of 7.3%.  Total return can increase to 
11.9%, inclusive of a 4.5% estimated dividend yield.  This is better than our expected growth 
of 6% for the PSEi.  Meanwhile, high ROE (i.e., close to 20% since its listing in 2007) and 
dividend yields (2007-2014 average of 7.2%) will continue to attract long-term investor interest.  
Strong equity and technological partners can improve value moving forward.  Outperform.*

Company Background
GMA Network, Inc. is a free-to-air 
broadcasting company principally engaged 
in television and radio broadcasting, the 
production of programs for domestic and 
international audiences, film production, 
record publishing and distribution, program 
acquisition and syndication, international 
channel operation, production design, talent 
development and management, marketing 
and promotions, audio-visual production and 
new media.  The Company derives the majority 
of its revenues from advertising related to 
television broadcasting.

The Company’s Congressional television 
broadcasting franchise was renewed on March 
20, 1992 through Republic Act 7252, which 
allows it to operate radio and television facilities 
in the Philippines for 25 years. GMA Network 
has 45 VHF and 28 UHF TV stations, plus 
21 radio stations throughout the Philippines 
with its signal reaching approximately 97% 
of the country’s Urban TV Households.  
In 2007, GMA7 was listed on the Philippine 
Stock Exchange.

Share Data
PSEi Code GMA7

Rating Outperform

52-wk range (Php) 5.95 to 8.41

Current Price (Php) 6.25

12-month Target Price (Php) 6.97

Annualized Price Yield (%) 11.4

Dividend Yield (%) 4.1

Total Return (%) 15.5

Price Performance

GMA7         PCOMP  

Source: Bloomberg

Review of Share Price Performance
With minimal potential price upside (i.e., fair 
valuation at Php7.84 per share versus its Sep 
17, 2014 closing price of Php7.49) we expected 
GMA7 to continue to Underperform the PSEi in 
our Sep 2014 issue of Money Talks.  GMA7’s 
price slid through 4Q2014, rebounded in Feb 
2015 but resumed its descent the following 
month after the company declared cash 
dividends.  As of May 20, 2015, GMA7 is down 
by 16.6% from Sep 2014, underperforming the 
PSEi’s 9.0% gain for the comparable period.

G
M

A
 N

et
w

o
rk

, I
n

c.
A

n
it

a 
L

. P
an

al
ig

an
pa

na
lig

an
_

an
ita

@
pb

.b
do

.c
om

.p
h

*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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CREDIT RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 1,287 1,750 1,600 1,159 1,211 1,323

Receivables – net 3,842 3,521 4,638 4,241 4,800 4,932

Total Assets 12,654 13,047 13,978 13,001 13,491 13,472

Current Liabilities 3,675 3,314 4,342 3,316 3,069 2,611

Long Term Liabilities 858 945 1,445 1,023 1,291 1,347

Total Liabilities 4,533 4,259 5,787 4,339 4,360 3,958

Total Equity 8,121 8,788 8,190 8,662 9,131 9,514

Short-term Debt 1,700 1,107 2,223 1,500 1,000 500

Long-term Debt 0 0 0 0 0 0

Total Debt 1,700 1,107 2,223 1,500 1,000 500

Debt to Equity (%) 20.9% 12.6% 27.1% 17.3% 11.0% 5.3%

Net Debt to Equity (%) 5.1% -7.3% 7.6% 3.9% -2.3% -8.7%

Debt to Assets (%) 13.4% 8.5% 15.9% 11.5% 7.4% 3.7%

Net Interest Expense 8 29 21 22 38 38 

EBITDA 3,517 3,856 3,067 3,680 3,936 4,039

EBITDA % Increase 11.8% 9.6% -20.5% 20.0% 7.0% 2.6%

Sources: GMA7; F – BDO Private Bank Research

u	Higher short-term debt. Since 2004, GMA Network, Inc. (GMA7) has managed to keep 
long-term borrowings at zero. Until 2012, the same could be said of its short-term debt – 
used primarily to bridge timing differences between collections and current payables, and 
usually settled by the end of year.  While the company ended 2014 with higher debt at 
Php2.223 billion, better-than-expected earnings for 2015 will help reduce this amount by 
end-2015.  As of end-March 2015, short-term loans totaled Php2.217 billion.

u	Dividend payout level maintained. GMA7 paid cash dividends of Php0.27 per share 
(Php1.3 billion; 78% payout) in 2014, close to what it gave in 2013 (Php1.2 billion or Php0.25 
apiece; 77% payout).  For this year, the network declared in March a cash dividend of 
Php0.25 per share, totaling about Php1.2 billion.  Because of its lower net income in 
2014, the payout ratio would appear high at 120%, but this is still within acceptable levels 
compared with the Php3.2 billion dividend (Php0.66 per share or a payout of 188% prior 
year’s income) in 2012.  We believe that a reasonable dividend scheme will help the 
company balance operational liquidity needs while rewarding long-term equity investors. 

Our View and Recommendation:
Short-term (less than 2 years): We project GMA7’s working capital ratios (current assets/
current liabilities) for 2015-16 to stay above 1.0x, with over Php5 billion in average annual liquid 
assets more than enough to cover yearly current liabilities (inclusive of short-term debt) of 
around Php3.0 billion. As such, the network is seen to maintain fairly liquid operations. 

Medium-term (beyond 2 years): Projected annual operating cash flow or EBITDA (earnings 
before interest, taxes, depreciation and amortization) of over Php3.5 billion (from 2015 to 2017) 
will enable the company to cover estimated interest and dividend payments by about 3x. Such 
cash flows are also capable of internally funding under Php800 million of annual capex on 
average.

Analyst Attributed Estimates
Internal 2015F 2016F 2017F

Attr. Net Inc. 
(Php’mn) 1,547 1,706 1,746

ROE % 18.36 19.17 18.72

Div / Sh   0.25     0.26     0.28 

Div Yield (%) 4.02 4.09 4.51

BV / Sh 2.58 2.72 2.83

EPS 0.318 0.351 0.359

P/B (x) 2.42 2.30 2.21

P/E (x) 19.63 17.81 17.40

Source: BDO Private Bank Research

Major Shareholders
Holders % Stake

GMA Holdings, Inc. 25.51

Group Management & Development 23.5

FLG Management & Development 20.05

MA Jimenez Enterprises 13.5

Television International Corp. 9.95

Gozon Development Corporation 0.42

Gozon Foundation 0.13

Gilberto R. Duavit 0.12

Others 6.82

Total 100.00

Source: Bloomberg

Debt Capacity Chart (Php millions)
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We maintain GMA7’s credit rating at double-A 
(“AA” or high quality) supported mainly by 
zero long-term debt and strong operating cash 
inflows from stable earnings and well-managed 
costs.  We continue to caution that among the 
risks that can drag GMA7’s future credit score 
include intemperate or excessive dividend 
payouts coupled with stagnant or worsening 
collection profile. For now, its receivables level 
has been relatively steady at under 4 months in 
2014 from under 3 months in 2013.

*AA (High Quality)   Margins of protection may not be as large as in Aaa issues. Fluctuations of protective elements may be of 
greater amplitude or there may be other elements present which make the long-term risk appear somewhat larger for Aaa-rated 
securities.
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EQUITY RESEARCH
Equity Valuation
Comparative 
Valuation

Closing 
Price

Market Cap 
(Php bn)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

Div Yield 
(%)

Free Float* 
(%)

PLDT 2,876.00 621.38 4.48 17.80 25.49 5.23 53.86

GLO 2,566.00 340.59 6.41 21.77 29.98 3.55 22.22

Sources: Bloomberg; *Philippine Stock Exchange 
Note: PLDT – Philippine Long Distance Telephone Co.

u	Much better earnings than its rival. In contrast to rival PLDT’s dismal earnings results, 
Globe Telecom’s (GLO) net income grew by 43% y/y to Php4.203 billion in the first quarter 
of 2015 as growth in consolidated revenues (+15% y/y to Php28.0 billion) outpaced cash 
operating expenses (+9.8% y/y to Php16.259 billion), which improved EBITDA (earnings 
before interest, taxes, depreciation and amortization) margin to 42% (from 38% in 1Q 
2014).  Excluding the non-recurring items, core net income after tax reached Php4.182 
billion (+25% y/y).  Healthy growth in GLO’s subscriber base – particularly the mobile 
service (+13.1% y/y versus PLDT’s 1.2% y/y slide) – supported strong performances across 
business segments even as ARPUs (average revenue per unit or subscriber) declined in 
general.

u	Gaining market share. Following its acquisition of Digitel in 2011, PLDT has dominated 
the industry in terms of subscriber base across services.  However, Globe has managed to 
claim market share through more aggressive, creative and diverse product offerings and 
promos – growing its base at double-digit levels over the last three years. According to 
management, Globe has claimed the top spot in 2014 postpaid business based on revenue 
market share, bolstered by Php29.9 billion in revenues, or a 58% market share, versus that 
of its rivals which tallied Php21.7 billion for a combined 42% revenue market share. 

Earnings Results: First Quarter 2015

1Q’14 
(Php Mn)

1Q’15 
(Php Mn)

Chg (%) FY 2015E 
(Php Mn)

% of FY 
Estimate

Revenues 24,360 28,046 15.13% 112,580 24.91%

Net Income 2,949 4,203 42.53% 15,714 26.75%

Core Income 3,357 4,182 24.57% 15,704 26.63%

Sources: GLO; E – Bloomberg consensus estimates

Our View and Recommendation: 
Short-term (less than 2 years): Despite better income numbers, Globe’s valuation metrics appear 
fully valued – with consensus P/E (price to earnings) and P/B (price to book) ratios higher than 
historical median averages (2007-2014) of 15.6x and 3.3x, respectively.  Consensus estimated 
dividend yield of 3.55% for 2015, is also significantly lower that GLO’s average of 7%.  Our 
12-month fair value estimate for GLO is at Php2,073 per share, lower than its May 20 closing price 
of Php2,566 per share. Underperform.*

Medium-term (beyond 2 years): Meanwhile, our medium-term fair valuation for Globe is at 
Php2,327 per share, as we expect its core earnings (excluding non-recurring items) growth to 
be at single-digits after 2015 despite encouraging income rebounds in 2014 and on the interim.  
Competition and regulatory issues (e.g., subscriber billings, reimbursements) may continue 
to pose risks to the downside.  Expected common dividend yield of 2.7% is lower than our 
estimated medium-term growth of 6% for the PSEi.  Underperform.*

Company Background
Globe Telecom, Inc. (GLO) is a major 
telecommunications service provider operating 
one of the largest and most technologically-
advanced mobile, fixed line and broadband 
networks in the country.  

The company traces its roots to Globe 
Wireless, Limited, a wireless long distance 
message service provider incorporated in 
1935.  Later renamed as Globe Mackay, it 
sold a majority stake to Ayala Corporation 
in 1974.  In 1992, it merged with a domestic 
telecommunications pioneer, Clavecilla 
Radio Corporation, to form GMCR, Inc., 
enabling the entity to provide all forms 
of telecommunications to address the 
international and domestic requirements of its 
customers. GMCR was subsequently renamed 
Globe Telecom, Inc.  In 1993, Globe welcomed 
a new foreign partner, Singapore Telecom, Inc, 
a subsidiary of Temasek Holdings Private Ltd. 
(an investment company formed to hold and 
manage investments and assets previously 
held by the Government of Singapore on a 
commercial basis).

As of end-Mar 2015, GLO’s subscribers 
numbered 46.1 million (+13% y/y) for cellular, 
3.1 million (+41.2% y/y) for broadband, and 810 
thousand (+32.4% y/y) for fixed line services.

Share Data
PSEi Code GLO

Rating Underperform

52-wk range (Php) 1,600.00-2,566.00

12-mo. Tgt Price (Php) 2,073.00

Price Yield (%) -19.2

Dividend Yield (%) 2.7

Total Return (%) -16.5

Price Performance

GLO         PCOMP  

Source: Bloomberg

Review of Share Price Performance
Contrary to our expectations (refer to June 
2014 issue of Money Talks), GLO (+52.3%), 
Outperformed the benchmark PSEi’s 16.2% 
growth for the period June 13, 2014 to May 20, 
2015.  This better-than-expected performance 
was supported by Globe’s steady core income 
recovery since 2013 versus rival PLDT’s 
plateauing profit trajectory.

*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.
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CREDIT RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 6,760 7,421 16,757 12,330 14,312 13,241

Receivables – net 12,105 15,201 17,861 16,046 16,718 17,261

Total Assets 148,012 159,078 179,511 176,672 184,035 187,728

Current Liabilities 45,826 54,988 60,349 57,153 64,395 62,919

Long Term Liabilities 56,488 62,450 64,620 59,074 52,263 50,170

Total Liabilities 102,314 117,439 124,969 116,227 116,658 113,090

Total Equity 45,698 41,639 54,542 60,445 67,378 74,638

Short-term Debt 9,295 5,980 6,130 5,747 9,765 5,304

Long-term Debt 50,431 58,101 59,146 55,781 49,016 46,712

Total Debt 59,726 64,081 65,276 61,528 58,781 52,016

Debt to Equity (%) 130.7% 153.9% 119.7% 101.8% 87.2% 69.7%

Net Debt to Equity (%) 115.9% 136.1% 89.0% 81.4% 66.0% 52.0%

Debt to Assets (%) 40.4% 40.3% 36.4% 34.8% 31.9% 27.7%

Net Interest Expense 2,108 1,894 1,907 1,682 1,780 1,464

EBITDA 34,919 36,472 39,447 43,447 45,291 46,735

EBITDA % Increase 0.3% 4.4% 8.2% 10.1% 4.2% 3.2%

Sources: GLO; F – BDO Private Bank Research

u	Investments remain substantial...  Globe Telecom’s (GLO) cash capital expenditures for 
2014 was at Php21.120 billion – significantly lower than Php28.999 billion in 2013, but still 
substantial nonetheless.  For 2015, GLO placed cash capex guidance at Php37.8 billion 
(US$850 million), bulk or 45% of which is allotted for data-related investments, followed by 
business support systems (29%), core capex (18%) and others (8%).  Historically however, 
actual spending is usually lower due to project delays, and the unspent budget is carried 
over the following year.

u	…but pressure on cash minimal, so far.  GLO raised around Php10 billion from the 
issuance of preferred shares in July 2014, enabling the company to borrow less than half 
(Php8.7 billion in new debt, i.e., short plus long-term) of what it did in 2013 (a little over 
Php20 billion) and reduce leverage to 120% by end-2014.  With end-2014 cash balance of 
Php16.757 billion, coupled with strong forecast annual EBITDA (earnings before interest, 
taxes, depreciation and amortization), we see no immediate need for the company to make 
significant new borrowings through 2020.  Still, GLO disclosed that it signed a Php7 billion 
term loan facility on Mar 9 with Philippine National Bank.  No drawdowns have been made 
as of end-Mar 2015.

Our View and Recommendation:
Short-term (less than 2 years): Projected annual operating cash flows or EBITDA of over 
Php40 billion can cover maturing debt of about Php12 billion over the next two years, as well as 
support a substantial portion of annual capex.  For 2015, GLO’s budget is Php37.8 billion. 

Medium-term (beyond 2 years): Retail bonds issued in 2012 have maturities of Php4.5 billion 
in 2017 and Php5.5 billion in 2019.  These are adequately covered by EBITDA flows, with cash 
raised from equity back in 2014 extending liquidity support.

Analyst Attributed Estimates
Internal 2015F 2016F 2017F

Net Inc. (Php’mn) 15,197 15,805 16,094 

ROE % 26.43 24.73 22.67 

EPS 114.02 118.58 120.75 

BV / Sh 453.50 505.51 559.99 

Div / Sh 70.00 70.00 70.00 

Div Yd % 2.73 2.73 2.73 

P/E (x) 22.50 21.64 21.25 

P/B (x) 5.66 5.08 4.58 

Source: BDO Private Bank Research

Debt Capacity Chart (Php millions)
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We therefore maintain our medium-term 
rating for Globe at “BBB”. The telecom firm’s 
investment-grade credit profile is backed by: 
(i) healthy annual operating cash flows of over 
Php40 billion (2015-17), which can allow GLO 
to retire total debt of about Php65 billion in less 
than 2 years’ time; (ii) interest and dividend 
cover averaging over 4x; and (iii) comfortable 
debt maturity profile.

As of end-2014, Globe’s debt profile showed 
that fixed-rate borrowings comprised 75% of 
total long-term debt, while dollar-denominated 
credit were about 22%. Thus, risks related to 
interest and foreign exchange (forex) volatility 
appear minimal: (i) a 1% (or 100 basis points) 
change in interest rates will increase interest 
expense by less than Php200 million (1.2% 
of net income); while (ii) a Php1.00 change in 
the Philippine peso (roughly 2.25%) may result 
in unrealized foreign exchange loss of about 
Php325 million (2.4% of net income).

*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* % Stake

Singapore Telecoms Ltd 47.20

Ayala Corporation 30.40

Capital Group Companies Inc. 3.44

Matthews International 2.85

Schroder Investment Mgmt Ltd 1.06

Blackrock Fund Advisors 0.81

Vanguard Group, Inc. 0.67

Bank of Montreal 0.42

Pictet Funds 0.27

Commonwealth Bank of Australia 0.25

Others 12.63

Total 100.00

Source: Bloomberg
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EQUITY RESEARCH
Equity Valuation

Comparative 
Valuation

Closing 
Price

Market Cap 
(Php bn)

2015 
P/B (x)

2015 
P/E (x)

2015 
ROE (%)

Div Yield 
(%)

Free Float* 
(%)

PLDT 2,876.00 621.38 4.48 17.8 25.49 5.23 53.86

GLO 2,566.00 340.59 6.41 21.77 29.98 3.55 22.22

Source: Bloomberg 
Note: GLO – Globe Telecom, Inc.

u	First quarter core net income down. Philippine Long Distance Telephone Co.’s (PLDT 
or TEL) consolidated core net income for 1Q 2015 declined by 4.9% y/y primarily due to 
flat revenues at Php42.6 billion, combined with higher costs and expenses (+1.1% y/y to 
Php30.6 billion) and effective tax rate (23.3% from 22.6%).  The top line was undermined 
by the continued decline in average revenue per unit or ARPUs (-5.4% y/y) and a slide 
in cellular subscriber base (-1.2% y/y to 69.6 million).  As of end-Mar 2015, the cellular 
business segment continued to account for over 60% of revenues, as it retained a market 
share of 60.2%.  Nonetheless, PLDT management says that the first quarter performance 
is ahead of full-year core income guidance of Php35 billion.  Annualized 2015 core profit 
would be about Php37.1 billion.

Earnings Results: First Quarter 2015

1Q'14 
(Php Mn)

1Q'15 
(Php Mn)

Chg  
(%)

FY 2015E 
(Php Mn)

% of FY 
Estimate

Revenues 42,564 42,553 0.0% 174,271 24.4%

Net Income 9,379 9,387 0.1% 35,825 26.2%

Core Income 9,762 9,280 -4.9% 34,768 26.7%

Sources: TEL; E – Bloomberg consensus estimates

Our View and Recommendation: 
Short-term (less than 2 years): In terms of consensus P/B (price-to-book), P/E (price-to-
earnings) and dividend yield, PLDT appears to offer better value than its smaller competitor.  
Our 12-month fair value estimate for PLDT is at Php2,884 per share, based on weighted P/E 
and P/B ratios of 20x and 4.0x, respectively.  These valuation metrics are supported by the 
company’s consistently high ROE (return on equity) of about 28% (5-year average).  While 
little price upside is offered, estimated dividend yield of 5.4% can give a total potential return to 
5.7%, which is close to our expected short-term annual return of 5% to 6% for the benchmark 
PSEi.  Neutral.*

Medium-term (beyond 2 years): Given a maturing industry plus unresolved regulatory drags, 
we expect PLDT’s profits to grow at a modest pace through 2017.  A return to above-Php40 
billion profitability levels is possible beginning 2018, as continued expansion in demand for 
broadband and data services help offset declines in traditional and legacy revenue streams 
(e.g, long distance, short message, voice services).  Recent investments in internet-related 
entities (i.e. Rocket, which aims to be the largest internet platform outside the US and 
China; and iflix, which plans to be Southeast Asia’s leading internet TV service that will offer 
subscription video-on-demand (SVOD) viewed on multiple screens) with its ongoing digital 
evolution and transformation, may also yield considerable revenue streams by this time 
(though not yet imputed in our forecasts).  We estimate PLDT to provide price upside of 2.0% 
to 2.5% and dividend yields of 5.5%, giving a possible total return of 7.5% to 8.5%.  Thus, 
we expect TEL to slightly outperform the PSEi’s 6% estimated growth in the medium-term.  
Outperform.**

Company Background
Philippine Long Distance and Telephone Co. 
(PLDT) was founded in 1928 and currently 
stands as the leading telecommunications 
provider in the Philippines.  Through its 
3 principal business groups – fixed line, 
wireless, and information and communication 
technology, PLDT offers the largest and most 
diversified range of telecommunications 
services across the country’s most extensive 
fiber optic backbone and fixed line, cellular 
and satellite networks.

Following its acquisition of Digitel in 2011, 
PLDT’s market share in mobile subscribers 
has grown to about 68%.  The company 
also claims to have taken a 70% share of the 
country’s residential broadband market.

As of March 2015, PLDT had 69.6 million (-1.2% 
y/y) cellular subscribers, 3.4 million (+32.9% y/y) 
for wireless broadband, 2.2 million (+6.2% y/y) 
for fixed line, and over 1.1 million (+12.0% y/y) 
for data and other network services.

PLDT is listed on the Philippine Stock Exchange 
and its American Depository Shares are listed 
on the New York Stock Exchange.  PLDT has 
one of the largest market capitalization among 
Philippine-listed companies.

Share Data
PSEi Code TEL
Rating Neutral
52-wk range (Php) 2,770.00-3,460.00
12-mo. Tgt Price (Php) 2,884.00
Price Yield (%) 0.3
Dividend Yield (%) 5.4
Total Return (%) 5.7

Price Performance

TEL         PCOMP  

Source: Bloomberg

Review of Share Price Performance
In our June 2014 issue of Money Talks, we 
expected PLDT to Outperform the PSEi with 
a target price of Php3,215 per share.  PLDT 
reached a high of Php3,460 on Sep 4, 2014, 
but reversed its course after: (i) several 
investment analysts cut target prices on 
concerns over continued large capex plans; 
and (ii) management downgraded guidance 
earnings after weak 9-month numbers came 
out in early Nov 2014.  As of May 20, 2015, 
PLDT’s price performance (+0.28% from 
June 13, 2014 excluding dividend yield) 
has underperformed the PSEi’s 16.17% 
comparative growth.

*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.

**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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CREDIT RESEARCH
Financial Highlights (Php millions):

2012 2013 2014 2015F 2016F 2017F

Cash 37,161 31,905 26,659 37,182 43,238 40,284

Receivables – net 17,103 18,282 29,794 20,384 21,037 22,184

Total Assets 405,815 399,638 436,295 435,364 442,277 434,163

Current Liabilities 122,284 129,047 142,847 130,686 151,051 130,421

Long Term Liabilities 137,797 133,265 158,780 167,102 147,694 157,838

Total Liabilities 260,081 262,312 301,627 297,788 298,745 288,259

Total Equity 145,734 137,326 134,668 137,576 143,532 145,903

Short-term Debt 12,989 15,171 14,729 14,395 30,991 6,014

Long-term Debt 102,821 88,930 115,400 120,970 107,979 116,965

Total Debt 115,810 104,101 130,129 135,366 138,970 122,979

Debt to Equity (%) 79.5% 75.8% 96.6% 98.4% 96.8% 84.3%

Net Debt to Equity (%) 54.0% 52.6% 76.8% 71.4% 66.7% 56.7%

Debt to Assets (%) 28.5% 26.0% 29.8% 31.1% 31.4% 28.3%

Net Interest Expense 5,522 5,657 4,568 4,253 4,727 4,445

EBITDA 76,675 76,283 76,877 79,475 82,370 84,592

EBITDA % Increase -2% -1% 1% 3% 4% 3%

Sources: TEL: F – BDO Private Bank Research

u	Hiking capex budget… PLDT has pegged its 2015 capital expenditure (capex) budget 
at Php39.0 billion, higher than what was budgeted (Php34.5 billion) and actually spent 
(Php34.8 billion) in 2014.  Approximately Php26 billion has been earmarked for the wireless 
segment, and the balance, for fixed line.  As of the end of the first quarter, PLDT has spent 
Php3.0 billion (+33% y/y).

u	…with sizeable cash flows supporting liquidity. Consolidated total debt increased by 
25% y/y to Php130.129 billion as of end-2014 as PLDT borrowed over Php41 billion and 
settled only Php15.7 billion.  As of end-Mar 2015, PLDT has raised Php9.128 billion from 
term loans.  Through 2017, we estimate that PLDT will need new debt of at least Php15 
billion annually to cover its liquidity and capital requirements.  We note that the annual 
dividends paid out by PLDT averaged close to Php40 billion in the last 5 years – more than 
the average actual capex of Php32 billion for the same period.  Thus, during tight liquidity 
situations, PLDT can readily adjust dividend payouts to manage its cash requirements.

Our View and Recommendation:
Short-term (less than 2 years): Strong average annual projected operating cash flows or 
EBITDA (earnings before interest, taxes, depreciation and amortization) at over Php80 billion 
can adequately cover around Php30 billion in maturities over the next 2 years plus annual 
capex of close to Php40 billion.

Medium-term (beyond 2 years): Despite moderate growth in projected EBITDA, said cash 
flow levels can theoretically retire PLDT’s total debt of over Php130 billion in less than two 
years. Its leverage position is also seen to remain at reasonable levels, with its D/E ratio 
staying below 100%. 

We have maintained our medium-term credit 
score for PLDT at “BBB”, supported by cash-rich 
operations, strong capitalization, adequate 
interest and dividend cover, and manageable 
debt maturity schedule.

PLDT’s fixed-rate borrowings accounted for 59% 
while dollar-denominated debt was about 47% of 
the company’s total credit obligations as of 
end-2014.  This translates to minimal interest and 
moderate currency risks.  A 100 basis points 
change in interest rates will raise interest expense 
by less than Php550 million (1.6% of net income), 
while a Php1.00 change in the US$/Peso rate 
(roughly 2.25%) may result in unrealized foreign 
exchange loss of close to Php1.4 billion.

Debt Capacity Chart (Php millions)
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*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.

Analyst Attributed Estimates
Internal 2015F 2016F 2017F

Net Inc. (Php’mn) 33,213 35,709 37,158

ROE % 24.40 25.40 25.68

EPS 152.99 164.89 171.57 

BV / Sh 635.36 662.92 673.90 

Div / Sh 157.06 153.34 164.86 

Div Yd % 5.5% 5.3% 5.7%

P/E (x) 18.80 17.44 16.76 

P/B (x) 4.53 4.34 4.27 

Source: BDO Private Bank Research

Major Shareholders
Holders % Stake

Nippon Telegraph & Telephone 20.35

Phil. Telecommunications Inc. 12.05

Metro Pacific Corp 9.98

JG Summit Holdings 7.96

First Pacific Company, Ltd. 3.54

Bank of New York Mellon 1.65

BlackRock 1.30

Vanguard Group 1.17

Invesco Ltd 0.77

Pictet Funds 0.54

Others 40.69

Total 100.00

Source: Bloomberg
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The elections boost
By Roxanne Marie Felice S.C. Olanday

IN THE latter half of 2009 and 2012, and the beginning of 2010 and 
2013, radio airwaves and television screens all over the Philippines 
were cluttered with election-related advertisements. Prior to the 
campaign season, both 2009 and 2012 also saw an influx of ‘political 
advocacy’ materials in both mediums as a hush-hush means of 
skirting campaigning limits set by regulators on candidates.

The senatorial elections ran from February to May in 2013, while the heated 
presidential elections took place only three years prior. The two biggest 
media networks, GMA Network Inc. (GMA) and ABS-CBN Corporation (ABS), 
saw significant growth in advertising revenues in both times.

In the more recent senatorial elections, GMA logged a 14% increase in 
revenues to PhP6.73 billion. 91.7% of this, or approximately PhP6.17 billion, 
stemmed from advertising revenues with election related placements 
amounting to about PhP724 million. Meanwhile, ABS saw its consolidated 
revenues swell 23% to PhP17.06 billion, of which advertising revenues 
comprised 60% or PhP10.06 billion. Political ad revenues were slightly higher 
than media rival GMA at around PhP936 million.

The national presidential elections helped ABS rake in PhP3.1 billion 
revenues from political ads and advocacies, expanding its net income to 
PhP3.2 billion in 2010, 87% higher than its earnings in the year prior. 
As for GMA, airtime revenues soared to PhP2.05 billion, propped up by 
political ads.

As shown in the table below, the lion’s share of revenues for the election 
years can be attributed to those accumulated during the campaign season 
itself. This is particularly true for GMA whose revenues and net income from 
January to June in 2010 rang in 62% of full year revenues and 60% of 
earnings respectively.

In the coming elections, the same trend is expected with political ads to lift 
airtime revenues and net income for both media networks. Other than 
revenues, production costs may also pick up from special elections 
coverages and products. In 2013, GMA’s total operating expenses inched up 
to PhP10.566 million, driven by increased production costs from its Eleskyon 
2013 special program designed to monitor and track the senatorial elections. 

Medium wise, TV was the most preferred, garnering 79% of the advertising 
spend versus radio and print.  Election spending was mostly directed towards 
political ads with a 55% share versus advocacy ads at 45% in the 2010 
presidential elections. 

In terms of the timing of election spending, it gradually picks up in the fourth 
quarter of the year prior elections and again peaks in the second quarter of 
the election year, particularly in the month of April. This cyclical trend is a 
result of campaign funds being shifted to the operational costs incurred to 
finance poll watchers to guard, protect and make sure the ballots are counted 
in favor of their political candidates.  About 25% to 30% of the total campaign 
funds are allocated on the election day itself.

We may see the same happen this approaching 2016 national elections, 
where advertising spend would increase in the last quarter of 2015 and peak 
in the second quarter of next year, nearing the end of the campaign season. 
Election spend may even balloon beyond  the estimated PhP14.23 billion 
seen in 2010 as the Commission on Elections (Comelec) pushes to increase 
the campaign spending limits of candidates for the May 2016 polls. Recall, 
under Republic Act 7166 (“The Synchronized Elections Law of 1991”), 
candidates for president and vice president are only permitted to spend 

PhP10 for every voter as other posts may only allocate PhP3. Those running 
without a political party on the other hand are only allowed PhP5, the same 
limit for political parties.

Aside from the largely used traditional media, social media may also affect 
election spending. According to the United Nations Broadband Commission, 
as of 2013, internet penetration in the Philippines stands at 37% whereas 
mobile broadband penetration comes in at 20.3%. Back in 2010, there were 
candidates like current Interior and Local Government Secretary Manuel 
“Mar” Roxas, who ran for Vice-President, and former senator Manuel 
“Manny” Villar, who gunned for president, having Facebook accounts geared 
specifically toward the elections. Moreover, mobile penetration in the country 
at 105% was also utilized by candidates to flood mobile phones with 
campaign messages. These mobile campaigns could support the text-related 
revenues of telecommunications companies and ABS’s ABS-CBN mobile.

However, studies by Pew Research Center show that Filipinos use social 
media mostly for lifestyle interests such as music and movies (71%), 
sports (50%), and products used (21%). On the other hand, politics as a 
social media topic only secured a 16% hold on the country. Having said 
that, we may still see incremental revenues trickle in from social media 
and online-related campaigns.

Chart 1: Philippine GDP from 1998-2014
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Looking into the country’s economic growth over the years reveals an 
interesting relationship between election years and the gross domestic 
product (GDP) growth recorded for those periods. As shown in the chart 
above, there seems to be a positive relationship with the election years 
(in yellow bars) and GDP. Election years emerged with higher GDP growth 
rates than the years prior, such as with the both presidential elections in 
2004 and 2010, and senatorial elections in 2007 and 2013. Hence, the 
approaching 2016 elections is also expected to provide some boost in the 
GDP for that year.

Additionally, a study by the National Economic and Development Authority 
(NEDA) in 2010 reveals that the 2007 elections could have boosted the GDP 
growth by 0.34 percentage points. However, it must be noted that this growth 
is not inclusive, as it centers on the services sector, principally on mass 
media where bulk of campaign expenditures go.  Moving forward, we can see 
that the election season could help push the country’s GDP forecasted 2015 
growth of 6.5% to 7.0% in 2016.
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Table 1: Revenues and Net Income (in PhP Millions)
ABS-CBN Corporation

In Millions 2H2009 % of FY 1H2010 % of FY 2H2012 % of FY 1H2013 % of FY

Revenues  PhP 11,553.41 52% PhP 14,410.77 52% PhP 15,145.64 52% PhP 17,061.00 51%

Net Income PhP 930.04 53% PhP 2,298.44 71% PhP 690.90 43% PhP 1,339.00 66%

GMA Network Inc.

In Millions 2H2009 % of FY 1H2010 % of FY 2H2012 % of FY 1H2013 % of FY

Revenues PhP 5,264.20 45% PhP 7,564.80 62% PhP 6,162.20 51% PhP 6,725.00 52%

Net Income PhP 1,457.30 52% PhP 1,688.60 60% PhP 605.00 37% PhP 1,139.90 68%

Source: Company Financial Statements

Table 2: 2010 Presidential Elections Advocacy and Political 
Advertising Spending

AD SPEND TV PRINT RADIO GRAND TOTAL

ADVOCACY  PhP5,213.77M PhP66.80M PhP1,078.71M PhP6,359.29M

POLITICAL ADS PhP5,991.69M PhP34.70M PhP1,840.32M PhP7,866.71M

TOTAL PhP11,205.46M PhP101.51M PhP2,919.02M PhP14,225.99M

Source: Nielsen Media


