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Philippines Macro View 
 Country Trip Notes – Every Reason to Be Hawkish  
 

 Macro themes — In last week’s meetings (Apr 3-4) with senior government officials 
and other resource contacts, we extracted the following macro themes: 1) Upside 
cyclical risks likely to persist with the commitment to fiscal expansion amid a firm 
inflation uptrend and strong liquidity condition. These underpin monetary tightening 
bias and prospective actions. 2) Recent market concerns: overheating and weak 
current account positions exaggerate sustainability risks (growth stalling) although 
excess liquidity cannot be ignored since financial stability risk could always follow. 
3) Forces/Catalysts leading to structural disinflation in 2015 underpin a narrower 
inflation target range consistent with output gap. 4) Institutionalizing governance 
reforms in budget disbursements or Customs collections begin with greater 
institutional commitment to transparency, e.g., ‘open data systems’ and adopting 
the latest financial technology for tracking/reporting activities, etc.  

 Biding the time for rate adjustments — Upbeat themes while prioritizing excess 
liquidity triggered macro prudential adjustments led by bank reserve hike. This 
paves the way for policy rate tightening in our view in 3Q14. GDP gains in 1Q14 
coupled with an elevated CPI trajectory strengthen timing potential for rate hikes. 
With rate tightening likely saved for later, PHP likely susceptible to USD pressures.  

 Upside risks to inflation despite staying well within the BSP's annual inflation 
target range — According to a senior BSP official, upside inflation risk should not be 
underestimated because of upbeat demand, supply constraints and strong liquidity. 
PHP’s pass-through to inflation has waned from 0.11% previously to 0.05% in BSP’s 
estimate to imply less urgency in containing weak PHP. According to an IMF official, 
lackluster oil/commodity prices support CPI prospects within BSP’s target range.   

 Understated imports that ‘overstate’ current account surplus? — While officials 
do not deny trade data discrepancies due to valuation issues or smuggling could 
understate imports, these are not significant enough to distort trade data and cast 
doubt on current account surplus. Recent BOP methodology (BMP6) removal of 
‘consignment’ imports into the services component as suggested by the IMF but still 
included in the current account. IMF official noted ‘unrecorded remittance flows’ of 
roughly 5% of GDP that may be more significant in determining the current account.   

 Sustainability of growth issues —Rising share of investments to GDP due to 
investments in BPO, real estate, manufacturing, accommodation services, re-
fleeting of key air transport providers to public infrastructure suggest new capacities 
that improve productivity, elevate output and curb secular inflation risk. Tight power 
reserves in the Luzon grid during our summer months (Apr-May) rather than an 
‘overheating’ condition would be keenly watched. Committed power supply is still on 
schedule that eases risk of 2015 power outages. 
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We had discussions (Apr 3-4) with senior government officials (Bangko Sentral ng 
Pilipinas, Department of Finance/National Treasury, Department of Budget and 
Management, Department of Energy and PPP Center/NEDA) on policy 
issues/trends shaping the macro environment and prevailing policy bias. We also 
solicited views of senior economists of the IMF and World Bank in Manila. 
Highlights of our recent investor trip are as follows: 

1. On monetary tightening bias and inflation risk.  

Not to underestimate upside inflation risk. According to a senior monetary 
official, despite inflation trajectory remaining well within BSP’s annual inflation target 
range (3%-5%), one should not underestimate upside inflation risk when upbeat 
macro momentum, supply constraints and strong liquidity remain in place.  

Excess liquidity risk that can preview financial stability concerns. Bank reserve hike 
of 1% recently to 19% was directed at excess liquidity risk. We gather that more 
than upside inflation risk, excess liquidity can easily deteriorate into financial 
stability concerns. While the real property sector has heated up, the rise in real 
estate prices has not been excessive or rapid while the higher rental ratio relative to 
trend is still justified by demographics, housing demand backlog, OFW investments, 
etc. In the luxury space of the property sector, reduced ‘licenses to sell’ have been 
observed as an industry reaction to froth within this segment. BPO catalyst is 
evident in strong demand for commercial office space. There is an ‘organic growth 
story’ behind strong real property prospects.  

No loosening of credit standards—a key condition for financial stability risk. 
Despite strong loan growth to the property sector, there is no ‘loosening’ of lending 
standards according to the bank loan officers’ survey. Recently there’s been net 
‘tightening’ in the real property space. However strong lending to production 
sectors, particularly those with ‘forward linkages’, have been observed and not just 
to real property/mortgage sector or for consumption.   

Rate tools may be ‘too blunt’ an instrument to address credit gains to the 
property sector. Using interest rate tools to cool down a hot property sector may 
be ‘too blunt’ an approach since it could harshly impact the other more productive 
non-property sectors that would still need credit support and low interest rate 
setting. Hence the use of well-targeted macro prudential measures would be 
preferred in addressing any financial imbalance.     

Upside inflation risk would drive ‘gradual and circumspect’ adjustments of 
policy rates. Meanwhile exchange rate pass-through has diminished from 0.11% to 
0.05% in BSP’s estimate. Pass-through effects cannot be downplayed since 15%-
30% of total private goods are imported according to input-output tables/analysis. 
PHP pass-through would still have an impact on inflation expectations. 

2. On overheating risk.  

Despite growth ahead of potential, investment-driven growth (or higher 
investments contribution to GDP) could sustain an output gap neutral to 
inflation risk. Actual GDP growth exceeding potential output growth of 6.5% (IMF 
estimate) over the past 2-3 years but a persistent positive output gap doesn’t 
necessarily result in an ‘overheating’ economy (perhaps higher inflation risk). Higher 
investments (share of real investments ex-inv to GDP rose to 21% in 2013 from 
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17%-18% in 2009-10) contribute to rising potential output. We interpret this as an 
output gap while positive at this stage that may be regarded as still ‘neutral’ to 
inflation. According to the senior monetary official, because of higher investment 
contribution, the capital-output ratio may be sharply rising likely to result in higher 
productivity. The official claimed there’s ‘less’ underemployment rate such that the 
combination with higher capital productivity bodes well for higher potential output 
growth.     

Narrowing inflation target range in line with output gap. The senior BSP official 
claimed that price-setters need not pass on their costs rapidly because of increased 
competition that includes availability of imports and BSP’s credibility to keep 
inflation low under inflation targeting. This suggests a ‘narrowing’ inflation target 
range would be in line with the output gap. Demand-based inflation that’s sticky 
downwards would not be a strong threat but more the cost-push variety including 
food price pressures. With imports of rice this year (800,000 metric tons), augur for 
stabilizing food prices. Duration of pass-through of food price shocks would be 4-5 
months. Longer duration for oil price shocks of 6-9 months. 

Largely a ‘quality of growth’ issue rather than overheating. Recent growth 
phenomenon that exceeded potential may reflect ‘quality of growth’ issue rather 
than ‘overheating’ according to the IMF official. With strong credit growth to the real 
property/construction sectors, the source of GDP growth seems concentrated on a 
few sectors.  

3. Other macro sustainability risk/issues  

Beyond short-term gains/risks, the IMF official claimed the real macro issue is 
sustainability risk. For the robust growth condition of 7% or more to be extended, 
particularly after Pres. Aquino’s term, may require structural reforms. While there 
was no mention of what these key reform areas would be, consolidation of fiscal 
incentives and liberalization of the ‘negative’ foreign investments list would definitely 
count. There’s a need to get 2-3 structural reforms accomplished soon to ease 
‘investment bottlenecks’ that impede higher growth. These reforms would increase 
productivity that bode well for faster long-term gains. While the local economy is 
basically driven by services, it’s still essential to have a few strong manufacturing 
industries contributing to growth and job generation. Moreover investments’ share to 
GDP need not soar to 30% or more to be able to attain and sustain GDP growth 
exceeding 7% or more.  

Cyclical risk may also be represented by ‘one-sided dimensional growth’ heavily 
dependent on BPO and real estate developments. Credit to the property market and 
BPO service sectors more elevated than the rest of the economy. Need to broaden 
growth through more contribution from the other sectors, but this may require more 
deregulation and economic liberalization as well. Conglomerate-related risk was 
also raised in the discussion considering their balance sheet expansion and hefty 
exposure of the banking system to these few local conglomerates. 

Negative real rate condition is more worrisome than excessive liquidity risk 
according to the Fund official.  We interpret this risk concern as a condition that 
may facilitate heightened risk perception that can create financial imbalances. 
Persistent negative real rates may also reflect duration of monetary accommodation 
and to some extent, BSP’s inability to issue cash management bills resulting in 
heavy reliance on SDA for liquidity management. Compression of SDA balances is 
not a deliberate ‘loosening’ of monetary policy although it was during the ‘sweet 
spot’ period of strong growth and low inflation. 
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4. Financial costs not a major consideration for BSP to do ‘combination 
tightening’   

BSP’s financial costs incurred in pursuit of inflation and monetary objectives should 
not be considered a primary constraint in shifting its policy bias. Having ‘negative 
capital’ doesn’t constrain a Central Bank from being effective in monetary and 
inflation management.   

5. On the ‘new’ annual inflation target of 2%-4% in 2015   

Prospects for structural disinflation. In 2015, the inflation target range is 2%-4% 
as structural changes are likely to lead to ‘disinflationary forces’. Globalization that 
spawns competition leading to compelling conditions to keep costs down, policy 
credibility earned by BSP and government to keep inflation low, investment drivers 
that improve potential output and increased market competitiveness are among the 
factors cited that would lead to structural disinflation.  Despite likelihood of these 
disinflationary catalysts in place, inflation expectations remain ‘backward looking’. 
Real interest rates remain ‘very negative’ that bodes well for growth but not 
necessarily a factor behind the strong liquidity condition.   

6. On import valuation and current account risk.  

Consignment imports that reflect ‘transfer pricing’ could have a larger impact 
on import valuation rather than smuggling. According to senior officials of BSP 
and IMF, ‘transhipment’ issues and valuation differences (timing of arrival, CIF vs. 
FOB, exchange rates, etc.) accounted for much of the trade data discrepancy 
between Philippines and foreign sources. Consignment goods dominate Philippine 
imports that capture the complex issue of ‘transfer pricing’ and thus contribute to 
material product value differences between source (of foreign goods) and the 
domestic market. In the new BOP methodology (BPM6), consignment imports have 
been ‘taken out’ of the goods side and relegated to the non-merchandise trade 
section of the current account. Smuggled imports (oil and rice) undervalue imports, 
but their impact cannot be ‘significant’ if these grey market imports cannot obtain 
‘funding’ onshore. Nonetheless rampant smuggling activities have to be funded by 
USD bank deposits overseas.  

Shifts in net foreign reserve assets—a better gauge of surplus/deficit incurred 
by residents’ transactions with rest of the world. The Fund official noted 
statistical and other qualitative errors in the trade data would get reflected in the net 
unclassified items of the BOP that reconciles the constructed current account and 
capital accounts with the change (delta) in net reserve assets of BSP and the 
banks. NUI while sizeable as it runs to the billions of USD annually isn’t regarded as 
excessive as a share to total trade and other measures. Moreover NUI can be net 
positive (or error measurements ‘undervalued’ current account items)—not 
necessarily net negative (or error measurements buoyed up current account) all the 
time. What the official highlighted is the strong quality of the BSP and banking 
reserves data (foreign assets and foreign liabilities) that offers a strong basis for 
determining current account and capital account gaps. This was seconded by the 
BSP official that current account risk should be assessed in view of gross foreign 
assets held by BSP and the banks and changes in external debt. Other than hefty 
reserves stock (>11 months worth of imports of goods and services), we continue to 
record a declining external debt stock and debt servicing. Unlike other EM, the 
country’s external debt maturity is heavy on the long-term tenor that reduces 
country exposure to roll over/tenor risk.  



Philippines Macro View 
7 April 2014 Citi Research 

 
 

 5 

Unrecorded remittances or those flows channeled through the informal 
system still make up a huge chunk of underreported flows in the current 
account. According to the Fund official, citing Global Analytics estimates indicated 
that remittances may be understated by ~5% of GDP. Even BPO receipts do not 
yet take into account payments of global financial and non-financial companies for 
their offshoring/outsourcing activities in the Philippines.  

7. Resilient to external financial shocks, i.e., Fed tapering risk 

Low non-resident exposure to public sector debt. Exposure of non-residents to 
sovereign debt is 59% with the hefty residual percentage reflecting strong ‘home 
bias’. Peso denominated government debt exposure of non-residents is 11%-12% 
including Global Peso Notes (ex-GPN at 8%-9%). Retail-based funding structure 
(more peso liquidity with onshore banks CASA) reduces reliance on external 
wholesale funding for growth. Hence the country would be more resilient to external 
financial shocks.    

8. National Treasury’s key funding initiatives 

Low national government (NG) debt ratio purged of bond sinking fund (BSF). 
NG debt fell to 42.8% of GDP in 2013 from slightly less than 50%, if we net out BSF. 
Meanwhile the FX component of NG debt stood at 32.5% of GDP last year 
consistently down from 42.8% in 2008. Peso and FX debt maturities are 9.6yrs and 
10.9yrs respectively as of 2013. 

Treasury will continue to undertake debt swap exercises.  Whether it’s 
redenominating foreign liabilities to peso liabilities or it’s swapping short duration 
peso to long duration peso liabilities, these activities are aimed at shifting ‘high 
coupon’ debt to ‘low coupon’ debt. The National Treasurer doesn’t see ‘bulk’ 
maturities in the near-term similar to last January’s peso benchmark bond maturity 
>Php100bn. Payment of peso bond maturities assured by BSF. In 2Q13, Treasury’s 
auction program would be concentrated in the short duration to 5yr segment of the 
curve consistent with market appetite.  

Treasury’s single account (TSA) system. Consistent with global practice, TSA 
would enable daily bank collections to be remitted daily to Treasury’s account with 
BSP that would allow 1) Treasury’s liquidity management to be supportive of BSP’s 
liquidity management goals while 2) having updated daily information on its cash 
deposits that make for efficient and cost-effective funding of budgetary 
disbursements.  

No funding requirement for the state-owned Power Sector Assets and 
Liabilities Management (PSALM) in the near-term. Collections from the National 
Grid Corporation of the Philippines (managing the national transmission assets), 
PSALM’s reforms and privatization proceeds of NPC power plants support internally 
generated cash flows.         

9. Budget disbursement priorities and reforms  

In the senior Budget official’s presentation, reconstruction assistance budget 
(Yolanda) consisted of: a) ‘Immediate’ budget of Php34.5bn; b) Php90.6bn in 2014; 
and c) Php235.8bn in 2015-17 period for a total budget of Php360.9bn. Near-term, 
disbursement of the reconstruction budget could provide a firm basis for larger fiscal 
contribution to growth.  

Total infrastructure outlays in the 2014 budget is projected to rise by 40% to 
Php404bn. Fiscal issue is how to minimize fiscal ‘slippage’ (or disbursements below 
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target). According to the senior Budget official, factors likely to minimize fiscal 
slippage of the infra budget are: 1) centralized project implementation with the infra 
agencies having more project experience while freeing up the other departments to 
carry out their real mandates; 2) pre-project implementation activities can be started 
as early as the month after the FY budget proposal has been submitted to 
Congress; and 3) budgetary reforms to cut ‘red tape’ delays led by having the 
approved Government Appropriations Act (GAA) of the new fiscal year as the key 
releasing document for funds needed by implementing agencies on day 1. The 
2014 budget program contains funding for feasibility studies of these projects. 
There’s also the initiative to include local government units (LGU) in project 
implementation depending on LGU capacities (WB project initiative).  

Status of major budget programs under the 2014 budget: 1) Conditional cash 
transfer program of Php62.56bn that will cover 4.3mn indigent households. 2) 
Government provided Php6.7bn as its counterpart for identified PPP projects. This 
amount covers ‘cost of right-of-way and other related infrastructure activities which 
the government may have to provide in connection with PPP arrangements’. 3) 
Standby funds in the amount of Php20bn were allocated for Risk Management 
Program to cover commitments/obligations made by the government in PPP 
projects awarded/auctioned off. 4) Php84.5bn of the Department of Health’s budget 
supports the Universal Health Care program that would cover health services 
required by 10.2mn poor families. 5) Php309.4bn budget for Education that includes 
support for construction of needed classrooms under K-12 education reform 
program. 

Key budget reform initiatives revolve around the Public Financial 
Management (PFM) reform roadmap 2011-16. Key macro objective is to ‘clarify, 
simplify, improve and harmonize’ the government’s financial management 
processes and information systems. Among the key PFM reforms is the 
government’s integrated financial management information system (GIFMIS—
design has been finalized and contract targeted for awarding on June 2014) that 
contains Treasury’s single account, real-time online monitoring and control of 
budgetary accounts, systemic recording & reporting of government liabilities, unified 
account code structure, and predictable allotment and cash release programming. 
Cashless purchase card would also be pursued as a reform measure in which 
purchase cards will be used by government agencies for low value payments of a 
restricted number and type of goods and services. This cashless purchase card 
program would lead to a ‘cashless and checkless’ payment system starting 2014 
and the target for utilization by all national government agencies is 2015. Finally as 
discussed earlier, starting 2014, the approved GAA would be the main releasing 
document for project/program disbursements to cut bureaucratic layers of fund 
releases and thus, speed up disbursements.       

2015 budget proposal would have a 15% jump in expenditures. Other than 
accelerate fiscal disbursements for key project/program initiatives during the last full 
fiscal year of the Aquino administration, the Budget official claimed that 
disbursements have to keep in step with fast rising revenues. Next week’s budget 
increase of 15% would keep to within the programmed fiscal deficit to GDP ratio of 
2%.   

10. Likelihood power failures during the height of Philippine summer 
(Apr-May) 

Power reserves are likely to be ‘thin’ in Apr-May including in Luzon according 
to the Energy official’s assessment. Expected peak system demand in Apr-May 
2014 assumed to grow by 4.6% (GDP growth forecast of 7% and elasticity demand 



Philippines Macro View 
7 April 2014 Citi Research 

 
 

 7 

ratio of 0.6%) remains less (but not a significant buffer) than available capacity (< 
9,000MW) in Apr-May. However if for some reason or due to unforeseen 
circumstances, peak demand growth for power shoots past 4.6% in Apr-May, then 
power shortages in Luzon would become real. During the rainy season, peak 
demand is expected to head back to the 8,000MW per month range. Over 2016-20, 
peak demand growth of 4.8% is assumed (with GDP growth forecast of 8% and 
elasticity ratio of 0.6%).   

With 435MW of coal-fired power supply (Southwest Luzon Power Generation Corp 
by DMCI Power Corporation and South Luzon Thermal Energy Corp. by Trans Asia 
Oil and Energy Development Corporation) scheduled to be commissioned this year 
that will buoy up committed power reserves, 2015 power situation during the 
summer months would be less worrisome. Roughly 253 MW in wind power is 
scheduled for commissioning in 2014 (subject to FIT) alongside 20MW in biomass 
power and 200MW in natural gas. For 2014-16, the Luzon grid committed power 
projects would supply an additional 1,724.65MW.  

In the Visayas region, power reserves are larger given the implied gap 
between available capacity (~1,600MW-1,700MW) and system demand 
(<1,500MW). For 2014-15, government expects peak demand growth rate of 7% 
given elasticity demand of 1% applied to GDP growth forecast of 7%. Over the 
2016-20 time frame, government expects peak demand growth of 8% with GDP 
growth forecast of 8% and elasticity demand of 1%. For 2014-16, the Visayas 
region has roughly 580MW of committed power projects.  

The Mindanao power outages are anticipated starting Mar 2014 in the 
government’s projection of peak demand forecast exceed available capacity 
up to Sep 2014. Given downtime in hydro supply during the hottest months of the 
year, the power supply shortage is expected to be worst in Mar-Apr. Government 
expects peak demand growth forecast of 5.6% over the 2014-15 period with 
elasticity ratio of 0.8% and GDP assumption of 7%. Peak demand growth forecast 
rises to 12.8% (elasticity demand ratio rises to 1.6%) in 2016 and eases to 8% over 
the 2017-20 period (elasticity demand ratio drops to 1%). Over 2014-17, 
government reported a committed power supply of 1,078.5MW for the Mindanao 
grid.  

11. PPP (Public-Private Partnership) program updates  

According to the PPP Center/NEDA senior officials, most PPP projects are 
based on ‘viability funding gap (VFG)’—the preferred financial methodology for 
valuing key infrastructure projects to be offered to the private sector. VFG would 
determine the amount of government equity to be offered in the public investment 
project that would make it attractive (or commercially viable) for private capital to 
participate. Maximum government equity in a project is 50% of project costs. Unlike 
in previous BoT projects in the past, government wants to shy away from providing 
a ‘guaranteed return’ or ‘take or pay’ arrangement. In the bidding parameters, 
private proponent has to inform government what amount is required to make the 
project ‘viable’. Everyone bidding for the public investment project would provide an 
amount that would potentially utilized the VFG and the project bid that requires the 
minimum VFG would be poised to get the best bid for the project.  

VFG demonstrated investor acceptance in recent PPP project awards. In the 6 
PPP projects awarded by government, the school infrastructure project phase 1 
(Php16.3bn) and phase II (Php3.9nbn) would have to be fully paid by government 
over the project life span. However under the VFG methodology, the government 
‘earned’ Php11bn from the private proponent that bagged the NAIA Expressway 
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(Phase II) project worth Php15.5bn. Same for the automatic fare collection system 
(Php1.72bn project cost) in which government ‘earned’ Php1bn after recently 
bidding it out. In short, the VFG appears to be an appropriate PPP methodology 
that’s market-based while not committing future tax payments to a guaranteed set of 
returns. 

PPP project likely to be awarded soon to a private proponent is the Php17.5bn 
Mactan-Cebu International Airport Passenger Terminal building. Other PPP 
projects scheduled for bidding within the year are: CALA Expressway (Php35.4bn), 
Light Railway Transit (LRT) Line 1 Cavite Extension and O&M (Php64.9bn), and 
Integrated Transport System – Southwest Terminal (Php2.5bn).   

Key reform that can facilitate PPP project activities past 2016 would be the 
amendment to the BoT law. This amendment proposes exemption of the private 
proponent from paying local government property taxes/permits for as long as the 
national government is the ‘contracting party’. The national government will then 
coordinate with the LGU in settling taxes/permits related to the project activities. 
Issue of who will shoulder payment of the LGU property taxes delayed the LRT 1 
(Cavite line extension) project bidding. Other issues relate to the need for amending 
the right-of-way (ROW) acquisition to allow for a more streamlined process. PPP 
officials also want clarification on the ‘unsolicited’ proposal option since PPP 
projects are all solicited thus far.        

12. Other macro-related issues 

The reconstruction program addressing requirements of typhoon Yolanda’s 
victims would test the system’s bureaucracy down at the LGU level (eg 
requirement of getting a host of signatures/approvals of key LGU officials to 
facilitate disbursements for a project activity according to the law). For rehab 
projects/programs supported by multilateral credit agencies, potential risk of rising 
backlog is imminent given bureaucratic compliance under the law, which is 
compelling government to look for alternative ways to getting money/aid to the 
victims. One approach is through the use of existing ‘bilateral/multilateral programs’ 
that can help create legal space to speed up dissemination of cash transfers and 
aid as well as fast-track project implementation at the community level.  

Moreover the LGU in some of the affected areas lacked the technical capacity 
to undertake technical appraisals/plans/design of local community 
projects/programs often required by multilateral/bilateral lending and 
assistance programs. Some multilaterals also require the greater transparency in 
the tracking/monitoring of project activities once money is disbursed (eg Geo 
tagging system). Beyond disbursements, key government agencies may have the 
minimum tracking systems that use open data systems to report project activities 
but not at the LGU level.  

Between red tape/bureaucracy/foreign ownership limits and lack of 
infrastructure, which investment bottleneck constitutes a larger threat to 
investments?  The WB lead economist believes high transaction costs arising from 
the tight, investor-unfriendly bureaucratic rules would be a larger drag to 
investments for some sectors than infrastructure gaps. Case in point cited would be 
the need to reform the ‘cabottage law’ that has hiked the cost of doing business 
(inter-island shipping costs) but not necessarily tightened port capacity. It’s possible 
that reforming the ‘rules’ would lead to more investments in the sector and over 
time, put more stress on existing infrastructure, if these gaps are not addressed. 
However the point is that existing regulatory framework in industries/sectors that 
resulted in higher costs of doing business have to be addressed with the same 
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passion/zeal currently displayed in addressing the obvious infrastructure gaps. 
While there’s a ‘new wave of support’ in the House of Representatives to address 
the ‘nationalist provisions in the 1987 constitution particularly for infrastructure, 
utilities and services, lacking Pres. Aquino’s prioritization would probably be needed 
to see it through the end of Aquino’s term. Whether these constitutional 
amendments would be attractive in courting investments post-2016 presidential 
elections remains an uncertainty at this stage.           
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Citibank N.A. Philippines Jun Trinidad 

OTHER DISCLOSURES 
Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Philippines. (For an explanation of the determination of 
significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.) 
For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 
Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
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Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 
Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global 
Markets Australia Pty Limited.  Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability 
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision. 
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and AFSL No. 240992), 
participant of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 
238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship 
managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private 
Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is 
made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian 
Central Bank, APIMEC - Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos 
de Investimento.  Av. Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by 
Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, 
Toronto, Ontario M5J 2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is 
regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile.   The Product is distributed in Germany by Citigroup 
Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, Reuterweg 16, 60323 
Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is 
issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup Global Markets Asia 
Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its 
clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank N.A. is regulated by 
the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on or any matters 
arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, which is 
regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia through 
PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any copy 
hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by the FCA and the PRA.  Via dei Mercanti, 12, Milan, 
20121, Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, 
Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-
Marunouchi Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so 
distributed under license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity 
website.  If you have questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global 
Markets Korea Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial 
Investment Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea.   KOFIA makes available registration information of 
research analysts on its website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global 
Markets Korea Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made 
available in Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is 
Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea.  The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd 
(Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. CGMM is regulated by the Securities Commission of 
Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or 
in connection with, the Product.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del 
Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. 
Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the 
Financial Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial 
adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park 
Street, Sydney, NSW 2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan 
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and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the 
Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange 
Commission. 20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 
8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in 
Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom 
Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, 
which is licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the 
Russian Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation 
or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as 
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are 
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank 
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in 
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap. 
289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its 
registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South 
Africa, South African Reserve Bank and the Financial Services Board.  The investments and services contained herein are not available to private customers 
in South Africa.  The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, 
Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and 
CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the 
Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If 
the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the 
Product shall be considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to 
purchase securities or financial products mentioned in the Product must take into account existing public information on such security or the financial 
products or any registered prospectus.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the 
Securities and Exchange Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is 
made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 
Levent, Istanbul, Turkey.  In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an 
entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to 
Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different Citi Research 
ratings distribution, in percentage terms for Investments in each sector covered is made available on request.  Financial products and/or services to which 
the Materials relate will only be made available to Professional Clients and Market Counterparties.  The Product is made available in United Kingdom by 
Citigroup Global Markets Limited, which is authorised by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority 
(“FCA”) and the PRA.  This material may relate to investments or services of a person outside of the UK or to other matters which are not authorised by the 
PRA nor regulated by the FCA and the PRA and further details as to where this may be the case are available upon request in respect of this material. 
Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which 
is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to 
the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by 
the FCA and the PRA.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
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client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal 
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via Citi’s proprietary distribution 
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise 
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory 
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is 
discretionary and is done only after the research has been disseminated. 
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Thomson Reuters. 
© 2014 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 
redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on 
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the 
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness 
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The 
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, 
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no 
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site 
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your 
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST  
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