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2017, Looking back 

2017 is the year of optimisms, surprises and the  unexpected. It produces 

exceptionally good investment returns as both advanced and emerging 

economies enjoyed strong global economic growth, while challenges faced 

were the rise of populism, persistence of disruptive intelligence and the 

resurgence of geopolitical risks.  
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PHL – Events of 2017 

•Intact 

•Passage of TRAIN 1 -- 
boost consumption and 
gov’t infrastructure 
spending 

PHL 
Fundamentals 

• Policy rates 
unchanged 

• Resulted to spread 
compressions 

Yields 
• Remained strong 

and resilient 

• Closed @ Php 49.93 
for Dec 2017 

Peso 

• 6.7%, year end 

• 3rd fastest in Asia, 
after China’s 6.9% 
and Vietnam’s 6.8% 

GDP 

• 8,558 level 

• grew 11.71% for 
eight months 

• Corporate earnings 
double –digit growth 

PSEI • Moderate 

• @ 3.3% 

Inflation 



Steady 
economic 

growth 

Low 
interest 

rates 

Benign 
Inflation 

Geopolitical 
Risks 
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Global – Events of 2017 

- Rate hikes do not disrupt 
market growths 
 

- Equity valuations expensive 
but compensated by good 
earnings 
 

2.3% 

6.7% 

2.5% 

USA – 2.1% 

China – 1.8% 

Eurozone - 1.4% 

Rise of populism  

Uncertainty in Trumponomics 

Threat of terrorism 

Protectionism stance 

European Politics 
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PERAA Fund Asset Allocation- Changes from last review 

How did PERAA Fund performed? 

Domestic EQ, 
21% 

International 
EQ, 8% 

Domestic FI, 
41% 

International 
FI, 15% 

Liquidity, 9% 

Alternative 
Investment, 

6% 

Apr 2017 

Domestic EQ, 
20% 

International 
EQ, 10% 

Domestic FI, 
37% 

International 
FI, 18% 

Liquidity, 9% 

Alternative 
Investment, 

6% 

Dec 2017 

Domestic EQ International EQ Domestic FI International FI Liquidity 
Alternative 
Investment 

 Dec 2017 20% 10% 37% 18% 9% 6% 

Apr 2017 21% 8% 41% 15% 9% 6% 

Change (pps) -1% 2% -4% 3% 0% 0% 



PERAA Fund Currency Allocation - Changes from last review 

PHP, 66% 

Foreign 
Currency, 

34% 

Dec 2017 

PHP 
72% 

Foreign 
Currency 

28% 

Apr 2017 
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Increased in Foreign Currency denominated investments: 

- Addition of Funds to foreign fund manager- Bank of Singapore (BoS) 

- Allowed local FMs to increase exposure to global funds, both EQ & FI 

- Added alternative asset, Credit Suisse (CS) European Real Estate Fund 



December 2017 
( 8 months) 

Calendar Yr 2017 

( Jan- Dec)  
April 17 

( 12 months) 

Investment Earnings P244.92 Mn P323.28 Mn P418.03 Mn 

Less: Net Unrealized Loss  (52.56Mn) 83.45Mn  (14.94Mn) 

Net Earnings P 192.36 Mn P 406.73 Mn P 403.09 Mn 

Add: Appraisal increase of RE P 30.74 Mn P 30.74 Mn ___-___ 

TOTAL EARNINGS 
DISTRIBUTED 

P 223.10 Mn P 437.47 Mn P 403.09 Mn 

ROI 4.01% 7.06% 7.01% 
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Declared Return on Investment (ROI) 
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KEY MARKET DRIVERS AHEAD 
2018 Year-to-Date  



-Worry over 2019 , economic 
growth and earnings of 2018 
may not be sustained 

-Reservations on PHL central 
bank’s monetary policy 

-“Hot money” outflow to safe 
haven, US$ 

-End-FY17 8,558.42 (+25.11%); 
PSEi June 2018 at 7,193 (-
15.95%); with some room for 
further corrections, key risks: US 
protectionism, volatility in Asian 
Currencies; excessive foreign selling 

Market Uncertainties 

-oil, 

-inflation, 

-PHPUSD, 

-rate hikes 

Resurgence of 
Strong Volatility 

-US – CHINA 
trade war 

- Nuclear 
threats of 
North Korea 

- Uncertainties 
on Trump 
Policies 

- EU 
Disintegration 

Heightened 
Geopolitical Risks 
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Source: BPI AMTC, Bank of Singapore  (BoS) 

CHALLENGES 



Source: BPI AMTC, Bank of Singapore  (BoS) 
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Global Equity 
valuations not 

cheap but 
within 

reasonable 
level 

Earnings per 
share (EPS) of 
global stocks  

to continue to 
grow 

Asia Equity 
remains 

attractive as 
valuation is still 
trailing behind 

US, EU 

Global bonds 
still offers 

attractive risk-
reward 

opportunity 
over the long-

term 

-More rate hikes  
expectation 

-Default rates 
remains benign and 
distressed ratios 
near record lows 

Asia’s credit 
risk premium 

remains higher 
than that of US 

and Europe 
across most of 

the credit 
curve –  

 

220bps for EM IG, 
470bps for EM HY 

PROSPECTS 



Tactical Strategies 

Rebalance asset allocation by reducing domestic 
investments in equities and fixed income in favor of 
off-shore investments 
 

Increasing foreign currency mix of total fund’s 
portfolio, capturing translation gain potential 
 

Strengthening core positions by deliberately 
increasing allocation to real property investments 
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 Asset Allocation comparative 

Domestic EQ, 
17% Internationa

l EQ, 10% 

Domestic FI, 
33% 

International 
FI, 19% 

Liquidity, 13% 

Alternative 
Investment, 8% 

May 2018 

Domestic EQ, 
20% 

International 
EQ, 10% 

Domestic FI, 
37% 

International FI, 
18% 

Liquidity, 9% 

Alternative 
Investment, 6% 

Dec 2017 

Domestic EQ International EQ Domestic FI International FI Liquidity Alternative Investment 

May 2018 17% 10% 33% 19% 13% 8% 
 Dec 2017 20% 10% 37% 18% 9% 6% 

Change (pps) -3% 0% -4% 1% 4% 2% 



 PERAA Fund Foreign Currency allocation vs PHP/USD movement 
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Jun-18 Dec-17 

PHP 64% 66% 

Foreign Currency  36% 34% 

Foreign Currency translation 
gain booked as of June 2018 is 
Php 145.67Mn vs forex 
translation gain of Php21.94Mn 
same period last year  

17% 

2% 

10% 
12% 12% 

8% 
9% 

19% 

24% 
24% 

28% 

36% 47.61 

42.27 

48.63 

44.51 
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41.16 
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 Increase Real Estate investment 

Property Name Location Type Yr Purchased 

South Center Tower Alabang Office space 1990's 

Y2 Properties Makati Ave Condotel 2014 

High Street South Tower 2 BGC Office space 2014 

Glaston Tower Ortigas Office space 2018 NEW 

Real Property investment 
allocation to Total Asset is 

now 10% from 6 % last 
2017  

Key Features: 
 

 Inversely related to 
financial assets 

 Provides regular, fixed 
stream of rental income 

 Value appreciates overtime 
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High Street 
South 
Corporate 
Plaza  
Tower 2 
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The Glaston Tower 
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June 2018 
( 6 months) 

December 2017 
( 8 months) 

Realized Earnings P136.25 Mn P246.77 Mn 

FOREX Gain/(Loss) P145.67 Mn (1.85 Mn) 

Net Unrealized Gains/Loss (334.25 Mn)  (52.56Mn) 

Net Earnings (P 52.32 Mn) P 192.36 Mn 

Appraisal inc of RE - P 30.74 Mn 

Net Earnings for distribution (P 52.32 Mn) P 223.10 Mn 

ROI -1.539% 4.01% 
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PERAA Fund Performance 
YTD 2018 vs CY 2017 (short- period)  
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Strategies in focus moving forward 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Corrections are 
opportunities 

to capture 
drawdowns 

Undertake 
switches when 
opportunities 

arise to 
improve yield 
and maintain 

duration 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Spread 
allocation 

across 
currencies, 

industries and 
geographic 

Shift strategy 
focus to 

stability over 
growth 

Management 
of Risks 

Stay Invested 

Diversify 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Invest in non-
traditional 

assets that are 
more market 
neutral, like 
alternative 

assets 

Embrace 
Industrial 

evolution, i.e 
Internet of 

Things, AI, Big 
Data as 

opportunities 
for growth 

Innovate 



16TH Floor Multinational Bancorporation Centre 

6805 Ayala Avenue, Salcedo Village, Makati City 

Website: www.peraa.org, E-mail Address: peraa@peraa.org 

Tel. No. 817-4531, Fax No. 818-7921 

Private Education Retirement  

Annuity Association 

THANK YOU 

http://www.peraa.org/
mailto:peraa@peraa.org

