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Foreword
It’s our pleasure to bring you SGV Conversations, which is a platform for us to engage with leaders,
thinkers, and doers around the world on a multitude of topics.

In this edition, SGV Conversations features the insights of one of Asia’s prominent business leaders who
is the head of one of the largest and most diversified Filipino conglomerates. Serving as a backdrop in
this conversation is the Philippine’s economic outlook as the country continues to move forward and
recover from the adverse impacts of the coronavirus pandemic.

As the world transitions to the new normal, we can see increased growth and recovery in our country’s
service industry, with food security, travel and tourism, and energy sufficiency seen at the top of the
government’s current economic agenda. The Manufacturing sector, the largest sector in the Philippine
economy, grew by 3.6% in Q3 2022, with food manufacturing accounting for 36.6% of total gross value
with the sector recording a modest growth of 5.1%. As a consumption-driven economy, the food and
beverage sector is considered to have a key role in the country’s recovery. The real estate industry is
also starting to recover with consumers regaining their confidence and the economy reopening, which
can be seen in gross domestic product contribution and growth of the industry in Q3 2022 at 6.0% and
4.4%, respectively. The Transportation industry has since recovered from the pandemic, recording a
significant growth of 25.9% in Q3 2022, with the airline industry recording a 130.2% growth in the same
quarter. The Banking Sector faces new challenges in 2022 such as inflation and the devaluation of the
Philippine peso. Due to inflation exceeding targets for 2022, the BSP hiked interest rates by 225 basis
points for the year. The central bank has undertaken measures to keep the Philippine peso from
exceeding the USD PHP 60-mark again and is prepared to spend USD 30 billion to maintain the local
currency’s strength. Economists in the country are predicting the policy interest rate to be at 5.0% by
the end of the year.

(Source: PSA, BSP and other industry reports)

We hope you enjoy the conversation. As always, we’d love to hear your thoughts and opinions on any of
the topics discussed.

Vicky L. Salas
Assurance Partner
SGV & Co.
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The Philippines continues its path to post
pandemic recovery, with consumer activity
surpassing the pre-pandemic baseline due
to continuously loosening consumer
mobility restrictions.

Timely expansion opportunities are present for CPR companies
as consumers are spending more time for essential travel such
as going out for groceries. Recovering consumer mobility shows
that consumers have regained confidence in purchasing 
essential goods through physical retailers, while COVID-19 
vaccination programs and an effective fiscal stimulus program 
from the PH government may further improve consumer 
confidence in spending.

In addition, an EY article titled “How the future of commercial 
aviation will reshape value chains” states that the commercial 
aerospace sector is showing incredible resiliency, rebounding 
from the pandemic despite global challenges such as the spread
of COVID-19 variants, elevated inflation and geopolitical unrest. 
Boosted by the lifting of travel restrictions, increasing 
vaccination rates and the reopening of economies, global 
passenger traffic for air travel in 2021 recovered to 42% of 
2019 levels, compared with 34% in 2020 using the metric of 
revenue passenger kilometers across the industry.

Due to the increase of digital users in the consumer space, 
financial access and inclusion are also gaining more focus with 
the rise of digital banking. These became essential for public 
health and safety, especially during the height of the pandemic.

This optimistic narrative of recovering consumer purchasing 
power, aided by the rise of digital banking and financial 
inclusivity, serves as a background for this conversation 
between SGV Partner Vicky L. Salas and Lance Y. Gokongwei, 
President and CEO of JG Summit Holdings, Inc., one of the 
largest Filipino conglomerates with interests in food, air 
transport, real estate and property development, banking, and 
petrochemicals.

Lance Y. Gokongwei
President and Chief Executive Officer
JG Summit Holdings, Inc.

Introduction

Age: 56

Trustee and the Chairman
• Gokongwei Brothers Foundation Inc.

President and Chief Executive Officer
• Cebu Air, Inc.

• Robinsons Land Corporation

• Universal Robina Corporation

• Robinsons Retail Holdings, Inc.

• Altus Property Ventures, Inc.

• Robinsons Bank Corporation

• JG Summit Olefins Corporation

However, the Consumer Products and Retail
(CPR) industry remains dependent on supply
chains given previous mobility restrictions,
ongoing inflation rates and increasing fuel prices.

Chairman
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Early Life and Leading
the Gokongwei Group

Lance Y. Gokongwei
President and Chief Executive Officer
JG Summit Holdings, Inc.

Tell us about your early life.
What was it like being born into one
of the country’s most prominent
business families? What values did
you learn to treasure the most?
From a very young age, I really learned through my
parents’ example. My father always worked hard, and my
mother lived simply and was never pretentious. Even if
they were busy, they always had time for us.

When we were in school, we only had a small allowance,
just enough to buy a snack at recess. We had no allowance
in the summer, so we took jobs to have spending money. I
remember working at Robinsons Department Store putting
price tags on clothes while my sisters worked in the
bodega at Robinsons Supermarket putting price tags on
canned goods.

My father always said, “if you don’t work, you don’t eat.”
My parents believed that work was honorable, and it was
shameful to be idle. Working hard is part of who we are,
and we learned that from our parents.

As the only son in a Chinese Filipino family, it was clear from the
day I was born that one day I would be head of the family and
head of the business as well. The best lessons I learned from my
parents were from being with them, observing and listening to
them at the dinner table. I learned about the importance of
family, working hard, and paying attention to details. I learned
about running a business firsthand from the stories Dad told us,
and we shared in his successes and failures.

Immediately after college, I came home and started working with
Universal Robina Corp. My  first job was driving around the region
in an old Datsun with a broken air conditioner selling Jack ‘n Jill
snacks to sari-sari stores. It really exposed me to our retailers
and consumers at the most basic level. It helped me understand
their thought processes when making their purchases. Dad
wanted us to learn in the trenches, so we got to know and
internalize the psyche of our primary client, every Juan.

It should be safe to assume that your father
trained you to someday take the helm of your
family’s business empire. It would be
interesting to hear from you what
preparations your father put you through
aside from sending you to the best schools?
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One of the more interesting stories about
your leadership journey in JG Summit was
when Mr. John dropped by your office and
asked you to run an airline company. We
all know now how Cebu Pacific eventually
broke top of mind awareness in its market
segment not only in the Philippines but in
Asia. Please walk us back to the beginning
and tell us how that has actually
contributed to your growth as a
business leader?

I remember him being very disappointed when he lost
the bid for Philippine Airlines. He really wanted PAL,
and when he didn’t get it, he decided he would just
build his own carrier.

My father got the idea for Cebu Pacific in the late
1980s after flying Southwest Airlines, a low-cost
carrier in the US.  At that time, the government was
liberalizing air travel. He felt the low-cost carrier
model was appropriate for a country like the
Philippines, an archipelago of more than 7,000 islands.

One day, he dropped by my office and told me he had
bought four planes and we were going to start an
airline. We were up against the Goliath, the national
carrier, so we had to differentiate ourselves.

Back then, if you wanted to travel cheaply, you could
not fly. You went by sea or land. And so, we went with
the affordable, no-frills route, making air travel
accessible for every Juan. It improved their lives,
cutting the travel time from days by boat to only hours
by plane.

It was a major disruption in the travel industry, a
meaningful breakthrough.  And that’s what we continue
to do today whenever we enter a new business, making
sure we improve lives by providing better choices.

What were your observations about the
Gokongwei Group after you took the
helm? What changes did you introduce to
the group’s overall business strategy?

Since assuming my role as president and COO  of JG
Summit Holdings, Inc. in 2000, and eventually as
CEO in 2018, my priority was to put in place an
organizational and governance structure that would
allow me to focus on setting the overall corporate
strategy, allocating our limited resources particularly
capital and talent, and maximizing synergies within
our Gokongwei Group ecosystem.

We developed and recruited topnotch leaders to lead
our Strategic Business Units (or SBUs), many of
which are major listed companies in their own right.
We empowered our leadership teams to be
responsible and accountable in steering their
respective business segments. Our objective was to
enable each SBU to be more responsive to the fast-
changing business environment.

Some wanted the bare minimum, a seat on an
airplane to take them to their destination, and that’s
what we gave them. Others wanted the frills and
were willing to pay for them. Aisle seats and exit
rows. Snacks and hot meals.  Till today, we offer
people better choices in everything we do.

Early Life and Leading
the Gokongwei Group

|  Early Life and Leading the Gokongwei Group

My  first job was driving around
the region in an old Datsun with
a broken air conditioner selling
Jack ‘n Jill snacks to sari-sari stores.
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Cebu Pacific Milestones

1996 CEB takes off for its first
flight to hometown Cebu

2001

2013

2017

2022

CEB launches its first
international flight
to Hong Kong

CEB lands its first
long-haul flight in Dubai

CEB flies its 150
millionth passenger

CEB flies its 200
millionth passenger
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What’s your take on getting emotionally
attached to a business especially when
talking about keeping the business
portfolio healthy, about finding the right
industry and exiting a business quickly
when necessary? I think it leads us to
your perspective in leadership especially
with regards to a conglomerate like
yours. Please tell us more about how you
view the Gokongwei Group’s portfolio and
growing shareholder value given that the
group is listed in the Philippines?

which we believe is our source of unfair advantage. For
us, it’s all about providing our customers with better
choices and creating shared success with our
stakeholders. We are capital allocators and a center of
excellence for enablers like digital transformation and
sustainability. Lastly, as part of value creation, we want
to ensure that we have a deeper bench of talent with a
clear leadership pipeline in place across the group.

In 2019, we continued our enterprise transformation
journey.  We revisited our Purpose, Values and 5-
year Ambition. Our Purpose – an unrelenting
commitment to provide our customers with better
choices, creating shared success with our
stakeholders – is the cornerstone of our existence.
Our core values of having an entrepreneurial
mindset, integrity and stewardship guide our actions
and promote a shared culture as we all work together
to deliver on our purpose and achieve our ambition
to solidify the Gokongwei Group’s position among the
largest business groups in the country.

We also embarked on a long-term strategic planning
process using the Objectives, Goals, Strategies and
Measures (OGSM) model to develop and document
our 5-year business strategy. We crafted our
portfolio strategies on where to play and how to win;
and identified our strategic enablers as Leadership
and People Development, Customer-centricity,
Digital Transformation, and Sustainability. We
identified the value of the holding company as capital
allocator, synergy creator, and center of excellence
in support of the SBUs’ growth strategies.

We always like to participate in businesses and
verticals that serve the growing middle class.   We
also prefer to invest and grow in businesses where
we have expertise and a clear right to win — e.g.,
food, airline, retail, and real estate – where we have
majority stakes and management control.

We are also open to having minority positions in
companies that are industry leaders for as long as we
have an opportunity for active board participation.
We now have significant stakes in power, telecom,
property, and banking through acquisitions (Meralco
and Singapore Land) or mergers (Digitel with PLDT
and, more recently, Robinsons Bank with Bank of the
Philippine Islands). Our role at the parent company is
very clear− to provide strategic guidance and create
synergies within the Gokongwei Group ecosystem,

In August 2022, you launched what you call
your master brand – the Gokongwei Group.
What made it necessary to state clearly to the
market that it’s the Gokongwei Group? Did
this come up organically over time in the
sense that the family saw that the values of
its business organizations represented, in the
public eye, the Gokongwei brand of doing
business? I have to note as well that the
master brand launch coincided with the 30th
anniversary kick-off of the Gokongwei
Brothers Foundation. Please tell us what
these two important events meant to each
other?

For us, it’s all about
providing our customers
with better choices.

When we embarked on our group-wide transformation
journey in 2018, we revisited our Purpose, Values and
Ambition (or PVA) and identified the key enablers that I
mentioned earlier - customer-centricity, digital
transformation, leadership and people development,
and sustainability, which would help us achieve our
ambition of cementing our position as a leading
Philippine conglomerate.

But when we started socializing our PVA to the entire
organization, we knew who we would be talking to, but
we didn’t have a formal name to call the group
collectively.  Before our master brand project, we used
JG Summit loosely to encompass the entire group.  But
JG Summit didn’t seem inclusive, nor did it represent
the scale and reputation of the group.

We engaged a brand consultancy firm to conduct a
brand diagnosis for us through in-depth interviews with
our key stakeholders as well as secondary research on
existing materials about our group.

|  Early Life and Leading the Gokongwei Group

“



Mr. John is famous for building a business
empire from scratch. Big shoes to fill. How
do you wish to carve out your own path as
a business leader? What will be your story?

After gathering the insights, it was clear that we
needed to institutionalize an umbrella or master brand
that would highlight the scale, culture and integration
of our entire ecosystem and encapsulate what we stand
for. At that time, we were already using the name
Gokongwei Group loosely. We didn’t need to reinvent
the wheel – it was just a matter of making it official.

The master brand carries with it the legacy of our
Founder Mr. John and his siblings – a legacy of integrity
and reliability, and one which my siblings, cousins and I
in the third generation in the family have been working
very hard to live up to as we run the business. It is our
fervent hope that this legacy will live on in the
succeeding generations of the Gokongwei family, so
that we can continue to make lives better and yes to
make our forefathers proud.

On August 24, 2022, we formally launched the name
Gokongwei Group as our master brand.  The launch
coincided with the 30th anniversary kick-off of the
Gokongwei Brothers Foundation (GBF).  Holding the
two seemingly distinct events on one occasion was not
by chance.

GBF is the philanthropic arm of our family and by
extension, that of our business.  It is a major avenue by
which we can give back to the country beyond our
business through the lasting gift of quality education.
GBF is also our biggest shareholder in JG Summit. This
ensures the continuity of our family’s long-term
commitment to our core values – all guided by the
legacy and ethos of our founder John Gokongwei, Jr.
and his siblings.

The business and the foundation will help each other
grow. What GBF represents – continuity in creating
value for our stakeholders and giving back to the
communities we serve – is actually what we also want
the Gokongwei Group master brand to exemplify.

|  Early Life and Leading the Gokongwei Group

My father’s vision was for the business to endure and
prosper for generations to come. He always believed
that family and business go hand in hand, instilling in us
the mindset that "the family is here to support the
business; the business is not here to support the
family." He wanted our family to continue to serve as
good owners of the business, to serve for the good of
the public.

As steward of the business and leader of the third
generation, my role is to bring the Gokongwei Group to
its next level of growth.  I have to make sure the
business remains stable as well as resilient, ready to
adapt as our consumers' needs and wants continue to
evolve in this disruptive world. I also make sure that as
we keep our business healthy, we also nurture and take
care of the natural resources and environment that
sustain us.  It  is through making a positive contribution
to society that we earn our social license to operate,
which, ultimately, is based on trust.

It is through making a positive
contribution to society that we
earn our social license to
operate, which, ultimately,
is based on trust.

“
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In all of my interactions with Mr. John, he
would always refer to you as “My Son.”  I
find that really endearing. How are you as
a father?

I’d like to think of myself as a good father, although I
must say it’s my wife who really keeps the fires burning
at home.  When I’m not working, I’m almost always at
home with my wife and kids. The pandemic lockdown,
while extremely difficult for our business and for the
world, was a gift to our family in the sense that we were
together 24/7, bonding us together for life. We learned
so much more about each other during these past few
years.

|  Early Life and Leading the Gokongwei Group

JG Summit Holdings, Inc.

Strategic Business Units

Strategic Investments



Digitalization

In  the sectors we have
applied our data
solutions in, we found
improvement in
revenue and efficiency
in our advertising spend.

“

If I’m not mistaken, your group was the
first to have deployed digital platforms
within a few months into the pandemic to
sustain the operations of your supermarket
and drug store businesses. You were ahead
of the curve, so to speak. How did this
come about and how significantly did it
help cushion the impact of the lockdowns?

The pandemic accelerated our multi-year transformation
program that was laid out prior to COVID-19. Digitalization
and customer centricity, which are two of our strategic
thrusts, become even more relevant in light of the rapidly
changing consumer behavior and an evolving business
environment.

These critical enablers allowed us to quickly respond to the
COVID-19 disruption, capitalize on emerging
opportunities, and continue serving our customers in a
safe and convenient way through e-commerce platforms.

With the help of our Digital Transformation Office
(DTO), the Gokongwei Group’s retail arm, Robinsons
Retail Holdings, Inc. (RRHI), was able to create
GoRobinsonsjust two weeks after the first lockdown
was implemented.  GoRobinsons started out as
Robinsons Supermarket’s online shopping service
and eventually evolved to be the digital store of
RRHI.

Renamed GoCart, the platform today carries 14
banner brands of RRHI, namely Robinsons
Supermarket, Robinsons Easymart, The
Marketplace, Shopwise, Robinsons Department
Store, Robinsons Appliances, No Brand, Handyman,
True Value, Toys R Us, Southstar Drug, Daiso, Pet
Lovers Centre and Shiseido. It currently covers
areas in National Capital Region (NCR) and NCR
Plus, and 17 provinces in Luzon and Visayas with
plans to further expand its reach to other parts of
the country. GoCart has helped RRHI’s e-commerce
sales grow exponentially.  It is now an integral part
of its omnichannel strategy to give more shopping
options and avenues to its customers.

SGV Conversations |    11
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Digitalization

|  Digitalization

Meanwhile, our flagship drug store, Southstar Drug,
launched its e-commerce site southstardrug.com.ph at
about the same time that the first community lockdown
was announced in March 2020. The e-commerce
platform provided an alternative means for customers to
purchase medicine and healthcare products while
safeguarding their health and safety during the
pandemic. Throughout the community quarantine, a
majority of Southstar Drug's physical stores remained
open and committed to making health and wellness
accessible to everyone.

12 | SGVConversations

From what you are telling me, it would
seem that digitalization was already in the
pipeline. It would be interesting to know
why your organization decided to focus on
digitalization. What were the goals and
prospects for this strategy? How did you
foresee digitalization enhancing your
customer agenda?

DTO has also been working with our Human Resources
and leadership teams to educate and support our
organization on the new ways of working - being agile,
customer-focused and data-driven, while using the
power of emerging technologies.  Our Business Units
are also pursuing their own initiatives to embed these
new ways of working in their organization.  For
instance, URC, our flagship company, is leading the
way in driving business transformation from project-
based initiatives to company-wide scaling through their
Agile@Scale program.

For big business, or for any kind of
enterprise these days, customer and
market data has become critical to
competitiveness. How is the Gokongwei
Group capitalizing on data analytics?
With consumers now spending more time
online, there must be rich insights that
come from the available data?

Recognizing how crucial customer centricity and digital
transformation are for us to remain competitive and to
continue our growth trajectory amidst all the disruption
around us, we set up our DTO at our Corporate Center
Unit at JG Summit as early as 2018.

DTO helps our business units create great end-to-end user
journeys and innovative products for our customers,
employees, and business partners to help them create
value for their customers. DTO’s engagement model with
the business units consists of helping create an agile
team, choosing a project called a lighthouse, and then
having the center team shadow the business unit team.
When the business unit has learned the necessary skills,
the DTO moves on, and expects that team to help
advocate to other teams.

Data Analytics Ventures, Inc. (DAVI), a business unit
under JG Summit, is the repository of our extensive
consumer data in the Gokongwei Group. DAVI
leverages data to unlock new customer insights
leading to new product offers and business models
that enhance customer experience and provide growth
for our business units.

The quality of our data has accelerated the accretive
value of our precision targeting solutions, helping our
business units to improve customer journeys in online
or offline shopping and address specific needs.  The
group is advancing the use of data-driven insights for a
variety of use cases across the conglomerate. For
instance, a discovery from shopper behavior led us to
the research and development of a new product in a
specific category. In  the sectors we have applied our
data solutions in, we found improvement in revenue
and efficiency in our advertising spend.

One of DAVI’s major programs is the integration of the
loyalty platforms of Robinsons Retail and Cebu Pacific
under “Go Rewards.” The unified loyalty platform
provides a better rewards experience for its members,
creating personalized journeys through the effective
use of data.



Industry insights

The conglomerate is into, among others,
consumer and utility businesses, which means
much reliance on healthy consumer purchasing
power. So many Filipinos, however, had to go
through challenges in their jobs and livelihood
in general, adversely affecting consumer
spending in the Philippines. What’s your take
on the country’s prospects in the next five
years and how will you position the group’s
consumer businesses in this regard?

While short-term challenges such as inflation, the war in
Ukraine, a weak currency, and high interest rates
continue to impact our economy, there is much reason
to be optimistic about our country’s prospects in the
next five years. Filipinos are known to be extremely
resilient. We are able to bounce back quickly and firmly
from adverse situations because of our culture of
resilience – which is founded on empowerment, grit, and
the spirit of bayanihan.

In terms of demographics, we have one of the youngest
and most talented populations in the world.  Our
educated, predominantly English-speaking, and service-
oriented work force is definitely a boon to our tourism
and BPO industries that are key contributors to our
economy.
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We are also fortunate to have a government that is
supportive of business, and cognizant of the need for
government and business to work hand in hand to boost
the nation’s economy.

If we are able to harness these strengths, while
overcoming challenges such as our culture of
complacency, not being able to anticipate disruptions,
and not being attuned to the changing needs and wants
of consumers, I have high hopes that we will be able to
unleash our country’s full potential.

At the Gokongwei Group, we are confident that demand
will continue to grow strongly in the near term as the
economy continues to reopen.  We are pleasantly
surprised with the topline growth we are seeing across
our consumer businesses; for instance, the double-digit
growth in our food and beverage business, and revenge
travel causing a surge in our airline and hotel operations.

Industry
insights

|  Industry insights

Sector-wise, we are seeing the growth in demand for 
healthcare, digital commerce and digital financial 
services, which rationalizes our investments in 
Maxicare and GoTyme, as well as the Gokongwei 
Group’s overall digitalization thrust. There is also a 
growing demand for more sustainable products and 
operations so we’re embedding ESG in the entire 
organization.

We continue to keep a keen focus on the overall 
sustainability of our business to ensure our long-term 
growth and to mitigate the impact of unanticipated 
risks.  Our diversified portfolio and strong balance 
sheet served us in good stead during the COVID-19 
crisis.

The Gokongwei Group, undoubtedly, is one
of the country’s strongest business groups 
– you have the resources, the capital, and 
an enviable corporate reputation. You have 
chalked up numerous successes in 
diversifying business interests. What’s
your view of disruption in this day and age, 
and how will you position the group in 
anticipation of change?

To remain relevant and deliver growth, we are
committed to providing better choices through
innovative products and services that are more
affordable, accessible, and convenient through strong
customer-centric discovery and insightingprocesses.

We currently have core businesses in the food, airline,
retail, real estate, petrochem and banking segments.
As such, we’re interested to invest in businesses that
we are already in to further expand our core.

However, we’re also looking at emerging industries
and/or adjacencies that would support our ecosystem
and maximize synergies within the group, as well as
those that may help us adapt to key consumer trends
such as digitalization, health & wellness,
premiumization, green and renewables, among others.

14 | SGVConversations

Government measures
to address inflation

Improvement of
local production

Timely importation
of goods

Ensure adequate
power supply

Improvement in
distribution efficiency

Careful consideration
of any wage

transport fare
hike petitions

We, at the Gokongwei Group, continue to embody our
group-wide purpose – an unrelenting commitment to
provide our customers with better choices, creating
shared success with our stakeholders.
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The conglomerate’s food business,
Universal Robina Corporation, has been
quite busy establishing its presence in
overseas markets, particularly in
Southeast Asia. In fact, you spearheaded
the regional expansion when you were with
Universal Robina. Please talk to us about
your confidence in the Asean market?

Outside of China and India, Southeast Asia is being
recognized as the growth engine of the world.  I remain
cautiously optimistic about the economic prospects of
the ASEAN market. The Asian Development Bank
(ADB), in its most recent release of the Asian
Development Outlook 2022, has revised up its 2022
growth projection for Southeast Asia to 5.1 per cent
from 4.9 per cent, as stronger forecasts for Philippines,
Indonesia and Myanmar offset downward revisions for
Singapore and Thailand.

Consumer spending in countries like the Philippines,
Indonesia and Myanmar may have accelerated after the
borders have reopened. The robust domestic demand is
benefiting these markets. However, with 2023 growth
forecast for Southeast Asia having been revised down
slightly to 5 per cent from 5.2 per cent on expectations
of weaker global growth, supply chain disruptions,
continuing coronavirus lockdowns in China and higher
inflation, I remain cautiously optimistic.

GoTyme Bank aims to introduce “next level”
banking to the Philippines with our “phygital”
model. This “high tech, high touch” model has two
key components: our digital kiosks deployed across
the Gokongwei Group’s retail and real estate
footprint, and our Bank Ambassadors. Our kiosks
allow customers to open an account and get a free
debit card instantly in under 5 minutes. Each kiosk
will be manned by an ambassador ready to assist
any customer who wants to open an account.

Our 3,000 cashiers across our retail brands also
function as free cash in and cash out points. This
model was pioneered by TymeBank in South Africa
and now successfully serves 5 million customers.
Now, it’s the Filipinos’ turn to bank where they
shop, eat and relax with GoTyme Bank. Another key
component in our “next level” user experience is
our intuitive all-in-one app. It’s designed to adapt to
our customers lives and offers a simple and sleek
interface so essentials are just one tap away.

We know how sending money and bank transfers
have been much more integral to the banking
habits of Filipinos since the pandemic. GoTyme
Bank offers convenient free bank transfers to other
local banks, on top of the unlimited free transfers
between GoTyme Bank accounts. We want Filipinos
to move their money with no additional cost,
because we know every fee adds up.

Let’s talk about your joint venture with
Tyme Bank to cater to unbanked Filipinos
through digital banking. I remember you
also had Cashalo years back catering to
unbanked Filipinos. You’re not going to be
first in this space, digital banking in the
Philippines, but what do you consider to
be your competitive advantage? How well
does this match with your business
interests in retail and food production?

We  look at how well we run our business by holistically
considering our impact to the environment, our
communities, and the customers we serve.

“

|  Industry insights
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Sustainability has ceased to be merely a
buzzword in the corporate world.
“Woke” consumers are beginning to
demand accountability from brands they
patronize, and even the government has
initiated the steps to laying down policy
frameworks to get corporates to toe the
line. What is your perspective on this?

Our core value of stewardship is closely linked to how we
approach sustainability in the Gokongwei Group.
Stewardship of our business means ensuring financial
success in a sustainable and socially responsible way.  We
look at how well we run our business by holistically
considering our impact on the environment, our
communities, and the customers we serve – all of which,
in the end, enable the continuity of our overall success.

Thus, we recognize the importance of having a
sustainability agenda that is integrated into our
management process and with top management’s
commitment.  Guiding our Sustainability agenda is the
United Nations Sustainable Development Goals (SDGs)
from which we developed our Sustainability Framework
that is anchored on our Purpose.

Our Sustainability Framework consists of five key areas
that represent topics most material to our businesses
and stakeholders, namely: Shared Success, Climate
Action, Resource Efficiency and Circularity, Better
Choices, and Employee Engagement and Development.

This framework enables us to identify where our business
units can make the biggest impact and make significant
contributions in tackling global environmental, economic,
and social challenges for greater sustainability,
responsible long-term growth, and shared success for
generations to come.

GoTyme Bank’s integration into our retail ecosystem
also enables us to reward our customers each time
they shop, especially within Gokongwei Group
merchants. Each new GoTyme Bank account comes
with a Go Rewards account built right in.
GoTyme Bank customers earn more points from Go
Rewards merchants, which they can then convert to
cash instantly in the bank’s app.

In the ongoing interest war, we’re offering simple
savings interest rates that are not only higher than
traditional banks, but also rates our customers can
enjoy forever.

|  Industry insights
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When the pandemic struck, everyone
had to quickly look for ways to cope with
its impact on business operations, but
there was no playbook to follow. What
were the initial steps that the
Gokongwei Group had to take to cushion
the blows as well as to get through the
worst part of the crisis?

At the onset of the pandemic, we lost no time in
implementing an aggressive 5-point recovery plan that
focused on: first, protecting the health and safety of our
people and customers; second, ensuring operations and
supply chain continuity; third, strengthening our balance
sheet; fourth, helping our communities and our country;
and fifth, we continued to pour a lot of effort into
reimagining our business and exploring new opportunities
to continue to be a leader in the new normal or post-
pandemic era.

Health and Safety of our People
0ur top priority was to keep our people safe and
protected.  We monitored our people’s health condition
and implemented various measures to protect their well-
being.  We provided transport and lodging services when
public transportation was shut down, allowed work from
home arrangements, and set up our telemedicine service
and extensive vaccination program, among others.  In
protecting the health and safety of our workforce, we are
also able to not just take care of our business but also
provide unhampered delivery of products and services to
our country.

Supply Chain Continuity
Despite strict quarantine measures that forced many
Filipinos to stay inside their homes, our key businesses
remained operational to ensure the continued flow of our
essential products and services to our customers.
Through the heroism of our frontliners, our
supermarkets, drug stores and convenience stores
remained open to provide the essential needs of our
customers.  At least 60 percent of our Robinsons Bank
branches were operational at the start of the pandemic.
The number of open branches continued to increase as
quarantine restrictions eased.

Cebu Pacific mounted Bayanihan flights to repatriate our
stranded OFWs and tourists.  Our cargo operations
transported essential goods, including medicine and PPEs
for healthcare frontliners.   Likewise, our food and
petrochemical plants, which are part of the essential
industries category, continued their manufacturing
operations, to ensure a steady supply of products for
their customers.

Strengthening our Balance Sheet
To mitigate the impact of the pandemic on our financials,
we implemented austerity measures, and reviewed our
capital expenditures with an eye towards completing
existing projects and being prepared for the new normal.
We also mounted capital raising exercises to further
strengthen our cash position.  In 2020, we raised 600
million dollars through an issuance of a 10-year bond that
was well supported by investors.  In 2021, JG Summit
and its subsidiaries sourced an additional 2 billion dollars
in capital through capital raising initiatives for Cebu
Pacific, the divestment of Universal Robina Corporation’s
operations in Australia, and Robinsons Land’s REIT
offering.

Helping our Communities and our Country
COVID-19 is a crisis that needs a comprehensive solution.
Once again, Philippine business demonstrated how
responsive and responsible it is in helping alleviate the
plight of our fellow Filipinos.  Big business, such as the
Gokongwei Group, raised funds to provide for the
immediate needs of the most vulnerable sector of
society.  Similar to other companies, we provided
guaranteed pay for our employees. Property developers,
like us, also waived rental payments during the first
lockdown.  Private companies rolled out their own
vaccination programs for their workforce. All these
initiatives, and more, from the business sector cost
billions of pesos.  Indeed, Philippine business rose to the
occasion, and did the right thing.

In the Gokongwei Group, it has always been part of our
culture to extend support beyond our organization.  Cebu
Pacific carried out humanitarian efforts by mounting
Bayanihan flights to repatriate OFWs and stranded
tourists, and transporting life-saving vaccines.

We continued to pour a lot of
effort into reimagining our
business and exploring new
opportunities to continue to be
a leader in the new normal or
post-pandemic era.

“
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With mobility almost put to a halt during
the first year of the pandemic, the
challenges that the aviation sector had
to endure were significant. In the case of
Cebu Pacific, how did you overcome
these challenges and turn adversity into
opportunities to realize your company’s
Purpose?

Preparing for the New Normal
The pandemic caused a lot of disruption, but it also
created a lot of new opportunities. The need for social
distancing dramatically altered consumer behavior and
accelerated acceptance of digital platforms.  People
became accustomed to this convenient and safe
experience. Thus, we stepped up on our digitalization
initiatives in an agile manner in order to adapt to the
changing habits and satisfy the needs of our customers.

Our efforts to adapt to the new normal were not limited
to digital transformation.  We continued to focus on
strengthening our core businesses and creating new
adjacencies, which were basic to ensuring our continued
growth.  We also allocated capital for strategic
investments that will add value and expand our core
businesses and adjacent businesses.

We recognized that for Cebu Pacific (CEB) to get over this
pandemic, it would require the support and sacrifice of all
its stakeholders, including its capital and aircraft
providers, as well as the government, its passengers and
especially its employees.

Coming from its phenomenal 2019 performance at the
height of the pandemic, Cebu Pacific’s flight operations
drastically dropped by 71% and, consequently, its
passenger count by 78%.  To help mitigate the impact of
the pandemic on CEB’s financials, we mounted capital
raising exercises to further strengthen our cash position
given the pandemic.

CEB has successfully raised one billion dollars in fresh
and committed capital.  This includes a US$ 250 million
convertible note issued to the much-respected
International Finance Corporation and Indigo Partners,
the world’s leading low-cost airline investor. PHP 12.5
billion was further raised through a convertible preferred
share offering, supported by JG Summit and other Cebu
Pacific shareholders.  Additional funds were sourced from
a consortium of Philippine banks, sale and leaseback
activities, active negotiations with other suppliers and
creditors, and stringent cash-saving measures – all with
the intent of providing the airline with sufficient liquidity
to operate until the return of normal operations.

Our Robinsons Malls nationwide teamed up with LGUs to
provide safe, comfortable and accessible sites for their
respective vaccination administration drives. Over one
million people have already been vaccinated in our malls.
In addition, GBF, through its early earmarking of a PHP
150 million fund, supported various COVID-19 related
initiatives through its Juan Communities program and its
participation in Project Ugnayan.  And while the delivery
of quality education became even more challenging during
the pandemic, GBF continued its primary mandate of
contributing to the country’s progress through quality
education, particularly in the fields of science and
engineering.  At the height of the pandemic, GBF
partnered anew with the Ateneo de Manila University
through a donation of PHP 250 million pesos to establish
the Gokongwei Brothers Foundation Endowment for
Educational Innovation.  In recognition of GBF’s
“extraordinary donation,” Ateneo’s newest component
school, focusing on education and learning innovation, has
been named the Gokongwei Brothers School of Education
and Learning Design (or GBSEALD).

By thinking and being agile, we
were able to quickly adapt to the
situation, revisit our customers’
changing needs, and increase
speed to market through the
agile way of working.

“
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Customer-centricity, which is one of our strategic thrusts,
also pertains to our employees, who are our internal
customers.  We continue to listen and respond to what
our people are telling us, through our Pulse Employee
Engagement Survey and other listening tours. This way,
we get to collaborate with them in making improvements
to what matters most to them.

We take care of our people because, without them, it
would not have been possible for our Group to get
through the challenging circumstances of the past years.
By thinking and being agile, we were able to quickly adapt
to the situation, revisit our customers’ changing needs,
and increase speed to market through the agile way of
working.  With all of these, we are reminded that we are
all capable of much more than we might have initially
thought.

Our people − who are able to take bold, brave steps and
get things done as a team – are truly our greatest asset.
I’m always grateful and proud to lead such an exceptional
team as we have at the Gokongwei Group.

While CEB may have been one of the worst hit in our
group by the pandemic, its resilience and strength
remained evident. The indomitable spirit of our CEB team
was unfazed.  Challenges, such as the fear of contracting
the virus and the uncertainties of being away from home,
did not stop them from serving and helping every Juan fly
home and reach their destinations safely.  For the health
and safety of passengers and crew, CEB digitized the
customer journey from booking to deplaning.  Moreover,
to capitalize on the growth of online deliveries, CEB
maximized its cargo operations to temper the impact of
the pandemic. Furthermore, one of the things that this
pandemic has reminded us of is how we are all
interconnected − as individuals, communities, and
nations − and that we need to pull and raise each other
up and work hand in hand to build a safer environment, a
better economy, and a stronger society for all of us.
Thus, as part of our organization’s core value of
Stewardship, we have always espoused programs that
would benefit the communities we serve.

During the pandemic, CEB was relentless in mounting
humanitarian efforts to repatriate OFWs and stranded
tourists, and in transporting life-saving vaccines.
CEB was able to repatriate more than 6,500 Filipinos
from Dubai, Abu Dhabi, Oman, India, Vietnam, Lebanon,
and Bahrain through its Bayanihan flights as well as
chartered flights arranged by the Department of Foreign
Affairs.

As of end September 2022, CEB has airlifted 79 million
COVID-19 vaccine doses to 31 provinces across the
country, as a show of support to the government’s push
for the administration of the vaccines.

Times have changed. We hear a lot of
discussions now on employee value,
maintaining high engagement, and keeping
turnover low. People, of course, are at the
core of every business. Has the pandemic
shown you a new way of looking at your
team? Do you have new perspectives
regarding talent or human resources?

We’ve seen, not just in our Group, but all over the world
and across sectors, increased rates of talent movement
and attrition. The pandemic resulted in various business
model changes and organizational adaptations that made
us further examine how we work together.  Given this, we
need to ensure, more than ever, to keep our people
focused on our purpose, aligned to our values, and
engaged.

Our people – who are able to
take bold, brave steps and get
things done as a team – are truly
our greatest asset.

“
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Consumer Products and Retail Industry
With a recorded increase of 4.7% gross output, the
Philippine CPR industry is at an upswing due to
loosening mobility restrictions resulting in reopening of
businesses, increased employment, and relatively high
disposable income. Medium-term recovery is expected
in 2022 as the rising affluent middle class sets new
consumer trends in the new normal. With its fast-
growing percentage of affluent consumers, the middle
class is now driving demand and shaping consumption
patterns across various sectors especially in consumer
products and retail.
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Projected rise in remittance inflows is also expected to
contribute to the growth of the industry while low
credit card penetration and limited internet
infrastructure are major hurdles for the online retail
market. The CPR industry remains to be dependent on
the presence of lockdowns as access to e-commerce is
limited, especially in rural areas of the country.
Recovery in consumer mobility shows that consumers
have regained confidence in purchasing essential items
in physical retailers but is expected to be dampened by
any quarantine imposed by the government.

Trends in food, beverage, and
tobacco spending
The Philippine food and beverage sector was able to
recover in 2021 and is further forecasted to further
grow in 2022. In 2021, food and non-alcoholic
beverages were able to bounce back as they posted
a 3.5% growth. However, alcoholic beverages and
tobacco continued to decrease by 7.5%.

Spending on food and beverages is forecasted to
grow by 6.9% and 13.4%, respectively, in 2022.
Tobacco spending, on the other hand, is expected to
start its recovery with a forecasted growth of 14.6%

Based on the latest issue of the SGV Government and Public Sector Bulletin which includes a Philippine
Macroeconomic Update Snapshot that highlights the country’s Q3 2022 performance, the Philippine economy
grew 7.6% in the 3rd quarter (Q3) of 2022 which exceeded the Philippine government’s median forecast of
6.3% and places the country as the 2nd best performing nation within the ASEAN region among those that have
released their 3rd quarter economic performance data – behind Vietnam at 13.7% and in front of
Indonesia’s 5.7%.

On a seasonally adjusted quarter-on-quarter growth basis, Gross Domestic Product (GDP) grew by 2.9%. Net
Primary Income to/from the Rest of the World grew by 94.6% driving the Gross National Income to grow by
10.5% in the 3rd quarter of 2022. On a year-on-year basis, all major economic sectors, namely: agriculture,
forestry and fishing industry, and services posted growth rates of 2.2%, 5.8% and 9.1%, respectively, in the 3rd
quarter of 2022. Wholesale and retail trade and repair of motor vehicles and motorcycles, financial and
insurance activities, and construction are the three highest contributing sectors with increases of 9.1%, 7.7%
and 12.2%, respectively.
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Trends in grocery retail
The growth of grocery retail is projected to be slower over the forecast period, given that consumer uncertainty
which fueled precautionary buying in 2020 will be receding in line with the gradual containment of the pandemic
from 2022 to 2025. Consumer demand stabilized in 2021 as Filipinos grew accustomed to the new normal.

Snacks market in the Philippines
The growth of grocery retail is projected to be slower over the forecast period, given that consumer uncertainty
which fueled precautionary buying in 2020 will be receding in line with the gradual containment of the pandemic
from 2022 to 2025. Consumer demand stabilized in 2021 as Filipinos grew accustomed to the new normal.

The snack market is expected to return to volume growth and see faster current value growth than in previous
year driven by increased willingness by consumers to return to normal social and economic activity which will
create greater opportunities for impulse purchases and on-the-go consumption as well as face-to-face classes.

Universal Robina Corp (URC) is expected to retain the lead in the snacks market in the PH, coming from its
efforts to launch new options and flavors for its brands in different categories.

E-commerce is expected to be the fastest growing channel even for the snacks industry. Expansion of e-
commerce as well as instant commerce such as GrabFood delivery helped in softening the decline in savory
snacks in 2021 and will continue to help in growing the category

A strong rise in consumer health-consciousness affects the snacks category as a whole. However, continuous
interest is still seen in savory snacks including development of new variants. Nuts, seeds, and trail mixes are
also seen as compatible with growing trend regarding health and wellness.

Market share in the snacks industry in the Philippines

Source: Euromonitor International Report
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Local outlook
Air transport includes transport of passengers or freight by air or space. Transportation of people or goods is
further classified as domestic or international which are over regular routes and regular schedules and non-
scheduled flights.

In 2020, due to an unprecedented fall in demand and widespread travel restrictions caused by the COVID-19
pandemic, total international arrivals of the Philippines dropped by 82.1%, or from 8.3 million tourists in 2019 to
just 1.5 million in 2020. Arrivals further declined by 89.0% to 0.2 million in 2021 due to lockdowns caused by
new COVID variants. It also important to note that from January to March 2020, no lockdowns were imposed yet
hence total arrivals already amounted to 1.4 million. However, due to the continuous easing of mobility
restrictions locally and globally, total tourist arrivals as of October 2022 is already at 1.8 million, surpassing the
Department of Tourism’s target of 1.7 million.

As more people are getting vaccinated against the virus, the government gradually loosened mobility restrictions
around the country allowing hotels, resorts, and other recreational venues to open. This served as a tail wind for
domestic tourism as the domestic tourism expenditure increased by 38.7% or from PHP 564.2 billion in 2020 to
PHP 782.5 in 2021. The same case has also happened to both the outbound tourism expenditure and the
internal tourism expenditure as it grew by 27.1% and 16.3%, respectively, in 2021.As for the air transport
industry’s contribution to the Philippine economy, in the first semester of 2022, the contribution of air transport
value added output to the Philippine economy as measured by the gross domestic product (GDP), is at 0.36%,
higher than it was in the first semester of 2021 which was at 0.12%. The air transport value added output
amounted to PHP 37.1 billion in the first half of 2022, significantly higher compared to PHP 10.7 billion in the
first half of 2021, more than two-fold of an increase. However, even though this is the case, the air transport
value added output as of the first half of this year is just 55.5% of the air transport value in the first half of 2019,
or the pre-pandemic level, which is at PHP 66.8 billion.

Airline Industry

Passenger movement (in ‘000s) Cargo movement (in metric tons)

Number of passengers (in ‘000s) Jan-Aug 2021 Jan-Aug 2022 Growth rate
(in%) Jan-Aug 2021 Jan-Aug 2022 Growth rate

(in%)

Ninoy Aquino International Airport 4,155 18,583 347.3 370,449 387,913 4.7

Mactan-Cebu International airport 668 2,886 332.1 36,035 36,608 1.6

GodofredoP. Ramos (Caticlan) Airport 270 1,676 520.7 2,949 8,138 176.0

Iloilo Airport 169 1,177 594.4 3,227 3,147 (2.5)

Bohol–Panglao Airport 109 845 675.8 2,003 1,997 (0.3)

Daniel Z. Romualdez (Tacloban) Airport 289 975 236.8 4,090 3,484 (14.8)

Laguindingan Airport 335 1,193 256.6 9,134 7,665 (16.1)

Francisco Bangoy International (Davao) Airport 253 1,614 469.9 20,343 25,057 23.2

As seen in the table above, all major airports in the Philippines have experienced significant increase in terms of
passenger movements. Ninoy Aquino International Airport (NAIA), the country’s main international airport,
experienced more than a three-fold increase in passenger movement, from 4.2 million 2021 to 18.6 million in
2022. This is, again, due to the loosening of mobility restrictions throughout the country. However, the same is
yet to be said for cargo as the increase in cargo movements per airport is relatively lower compared to the
passenger movement. In line with the global outlook for cargo, some airports experienced a decline in cargo
movements in 2022.

Source: MIAA, MCIA, CAAP
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The inauguration of new airports in the country is a welcome development for the airlines industry and the tourism
sector in general. Even amidst the pandemic, the government continued its infrastructure program, and the country
was able to inaugurate either new terminals, upgrades or expansions in Clark International Airport, Bicol International
Airport, General Santos Airport, Catarman Airport, Butuan Airport, and Kalibo International Airport. The fact that the
government was able to sustain its infrastructure program during the pandemic means that the fiscal sector was
strong enough to withstand external headwinds. The government intends to continue its infrastructure spending
amounting roughly to 5-6% through 2028 and this should be a big boost not only to the tourism sector but also the
overall economy. We also note that transport, logistics, and tourism is one of the priority industries for domestic and
export markets in the strategic investment priority plan (SIPP).

As seen in the table below, comparing the revenue passenger kilometers (RPK) of 2021 and the forecasted RPK of
2022, it is still lower compared to pre-pandemic levels. However, it is expected that RPK would increase globally by
the end of 2022. This is due to a resurgence in demand, the lifting of travel restrictions in most markets, low
unemployment in most countries, and expanded personal savings.

Global outlook

Revenue Passenger Kilometers Cargo ton Kilometers
% change vs 2019 % change vs Aug 2019

2021E 2022F Aug 2021 Aug 2022
Global (58.3) (17.6) 19.3 12.4

North America (39.7) (5.0) 6.3 (12.7)

Europe (61.2) (17.3) (2.1) (8.6)

Asia-Pacific (66.8) (26.3) 15.5 0.2
Middle East (68.8) (20.9) (13.2) (6.5)

Latin America (47.4) (5.8) 32.4 8.4

Africa (62.9) (28.0) 19.3 12.4

Furthermore, for Asia-Pacific airlines, their increase compared to other continents is the lowest as the region still
has strict and enduring travel restrictions, such as in China with their zero-COVID policy, along with an uneven
vaccine rollout. But overall, demand for air travel in 2022 is forecasted to be at around 82.4% of pre-pandemic
levels, which is a major improvement compared to the 60% drop in 2020 and 2021 when compared to the 2019
RPK.

As for air freight, demand for air freight in 2022 is already greater than pre-pandemic levels, however, a decrease
from 2021 levels is expected as the Russia-Ukraine conflict is causing approximately 19% of international cargo
shipments to be rerouted, which incurs additional costs.

The airline industry remains watchful on global developments. Energy and food prices rose this year due to
geopolitical tensions and the decision of OPEC to cut oil production by 2 million barrels per day could keep
commodity prices elevated. These have implications on airline operating costs that need to fuel their planes and
feed passengers.

Source: International Civil Aviation Organization
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Brent Crude Oil Price

Nevertheless there is hope that, as the World Bank projects, commodity prices will stabilize next year and continue
easing through the following years. In its October Commodity Markets Outlook, the World Bank projects that Brent
crude oil, a global bellwether for crude oil, will average $100 per barrel this year, up from $70.4/bbl in 2021, or a
surge by more than 42.0%. Next year, the World Bank sees crude oil price averaging at $92/bbl and further
declining to $80/bbl the year after on risks of global economic slowdown. World Bank’s food price index could
increase by 17.9% this year before declining by 6.2% next year and remain steady through 2024.

Also, monetary policy continues to tighten, and the Fed cumulatively rose its policy rate by 375 basis points this
year to cool down inflation. The rise in interest rates will increase interest expense not only on loans but also on
operating and finance leases on aircrafts. The Peso is also under pressure by a very strong dollar. Last October, the
exchange rate averaged 58.825 pesos against the greenback, up from the 51.235/$1 rate last January or an
increase in the exchange rate by 12.6%. This adds to costs as Filipinos pay their lease obligations in foreign
currency and the country imports energy products. On the one hand, this could discourage Filipinos from taking
trips abroad for pleasure and might consider domestic travels instead; on the other, this could encourage inbound
tourism as most foreigners would get more pesos in exchange for their home currencies.

In conclusion, to borrow aviation language, we do face external headwinds but at the same time the domestic
economy offers some tailwinds. In the face of elevated energy prices and expectations of global economic
slowdown, the industry nevertheless remains committed to providing the customers quality services at
competitive prices.

Another strategy to improve operations is through branding, notably in the ESG space. On 05 October 2022, Cebu
Air was the first Philippine carrier to incorporate sustainable aviation fuel (SAF) as it flew from Manila to Singapore.
By using SAF, the airline was able to reduce carbon emission as the fuel uses 100% renewable was and raw
materials. Furthermore, Cebu Air has already signed a memorandum of understanding to purchase 25 kilotons of
SAF every year. With this and its other sustainability programs, the airline received the Asia Environmental
Sustainability Airline / Airline Group of the Year from the Centre for Asia Pacific Aviation (CAPA).

Source: World Bank
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The real estate industry took a hit during the pandemic, which can be seen in a decrease in the real estate
gross output by 8%  from 2019 to 2021, although the industry is already starting to recover with consumers
regaining their confidence and the economy reopening. The real estate industry contributed 6% of total GDP
and posted a GDP growth of 4.9% in the 1st half of 2022, compared to the GDP growth of 0.7% in the 1st half
of the previous year .

Source: Oxford Economics, PSA National Accounts August 2022

Real Estate Industry

The real estate industry is split into residential and non-residential. The residential sector makes up more than
half of the real estate industry. It can also be further split down to vertical and horizontal developments.
Vertical developments are condominiums and apartments, while horizontal developments are subdivisions and
house and lots.

Vertical developments have shown the biggest growth among all the types of properties. This is due to a strong
and rising demand in these kinds of properties. Condominium properties had the largest growth in Metro Manila
and Mindanao. They provide many other amenities such as gyms and swimming pools; and are strategically
placed in the center of the city, making commercial areas and offices more accessible. Apartment properties
had the largest growth in Luzon and Visayas. They provide the cheapest option of rent for the tenant, among
the other choices, and provide great income to the landowner.

Horizontal developments did not grow as much as the vertical developments due to the rising preference of
purchasing condominiums and apartments.

Residential

Source: The Outlook Quarterly: A Wrap-up of the Philippine Property Market in 1Q2022” from Lamudi Trends, Quarterly Property Market Report for Residential in
Q3 2022 of the Philippines from Colliers.
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Residential properties will see an increase in demand due
to the expected return of workers to the office, with
properties within the area of business districts being the
most in demand. Workers will want to live near their
offices to reduce travel time and costs. Renting or leasing
properties near the offices will also be beneficial for those
who lease temporarily, as they can leave easily.

With the economy reopening, there is an increase in
infrastructure projects and economic activities in the
Philippines. Also, President Marcos Jr. highlighted in his
plans the development of transportation, roads, and even
additional airports to make tourist destinations a lot more
accessible for everyone. Some of the projects President
Marcos committed to are the North-South Commuter Rail
System, the 102-kilometer Mindanao Railway Project,
Cebu Railway System, Davao High Priority Bus System and
El Nido Transport Terminal. This will attract more
investors to invest and stay in residential properties in the
Philippines.

With residential properties increasing in demand, there is
still a pipeline of residential projects in the coming years
by different developers. Pricing and rent are likely to pick
up due to this increasing demand.

With concerns to health and safety, consumer behavior
has now changed. Because of the pandemic, consumers
now prioritize convenience and safety more than ever.
Because of this, companies have adapted new strategies
and accelerated their digitalization initiatives to satisfy the
needs of their consumers especially in the commercial real
estate sector.

Commercial properties in the Philippines grew in 2022.
Visayas had the largest growth rate for commercial
properties followed by Metro Manila, which shows a trend
in commercialization prioritization. One of the indicators in
commercialization prioritization is the number of business
districts. These business districts include but are not
limited to office and retail.  Currently, there are several
business districts in Metro Manila such as Makati City,
Bonifacio Global City and Ortigas City. There have also
been continuous developments in areas outside Metro
Manila especially in the Visayas region which include the
Cebu IT Park and Cebu Business Park.

Non-Residential - Commercial

Source: The Outlook Quarterly: A Wrap-up of the Philippine Property Market
in 1Q2022” from LamudiTrends, “Investor Full-Deck 1H CY2022” from
Robinsons Land Corporation Presentations, Quarterly Property Market
Report for Retail in Q3 2022 of the Philippines from Colliers.

Real estate companies now place more importance on
ESG criteria and initiatives. For example, Robinson’s
Land now has 24 solar powered malls, 21 bicycle
friendly establishments and many more ESG
activities.  This is due to the demand from real estate
stakeholders to reduce their carbon footprint.

Another sector that needed to adapt to the new
normal was the office sector. To follow health and
safety protocols, a work-from-home or hybrid set up
was followed by most of the office sector.

The demand for office space in the Philippines is
expected to grow with outsourcing and traditional
firms leading the way. Due to the introduction of the
work from home and hybrid set-up, this will affect the
demand to traditional office space and increase
demand in flexible workspaces.

There is also a rising demand of employees preferring
to have a work from home or hybrid set-up due to
increasing transportation cost, difficulty in
commuting and lingering concerns on the COVID-19
virus. Flexible workspace operators should be able to
capture this demand as more firms are adapting the
work from home and hybrid set-ups.

Non-Residential - Office
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Source: Oxford Economics. Values shown are the real gross value-added of the financial and insurance activities using constant 2018 prices.

The banking sector, while on its way to recovery from the pandemic, may still be challenged by new factors
emerging from outside the country. Total banking system loans fell by 2.4% in 2020 as banks became more
conservative given the high uncertainty during the early stages of the pandemic. Furthermore, 1.9% of existing
loans were restructured in 2020. On the other hand, total deposits grew by 9.0% in 2020, albeit a slower rate as
compared to the average growth of 10.3% from 2016 to 2019. Banks simplified the process of opening an account
during the pandemic, which helped sustain the growth in deposits. Banks required less stringent requirements and
accounts could be created online to ensure customer safety amidst the pandemic. Meanwhile, commercial banks
remained well-capitalized in 2020 as they maintained a capital adequacy ratio of approximately 17.1% which is well
above the minimum threshold prescribed by the BSP of 10%.

The banking sector in the Philippines slightly recovered in 2021 but still has not returned to pre-pandemic levels. In
2021, banks became more profitable, capitalization and liquidity remained above the minimum, and assets
continued to expand. However, collection of loans continued to be difficult given the financial impact of the
pandemic on individuals and businesses alike. Bank portfolios on the tourism, aviation, and manufacturing sectors
were the most heavily affected.

The sector faces new challenges in 2022 such as inflation and the devaluation of the Philippine peso.  Since 2019,
the BSP lowered the key policy rate from 4% to a record-low of 2% in order to stimulate consumer borrowing and
spending. Due to inflation exceeding targets for 2022, the BSP hiked interest rates by 225 basis points for the year.
In comparison, the largest interest rate hike over the past 5 years was an increase of 175 basis points for the whole
year of 2018. The BSP is prepared to take further policy action to keep the inflation rate within target, with plans to
raise interest rates anew in November 2022 to match the rising interest rates of the US Fed.  The central bank will
undertake measures to keep the Philippine peso from exceeding the USD PHP 60-mark again and is prepared to
spend USD 30 billion to maintain the local currency’s strength.  Economists in the country are predicting the policy
interest rate to be at 5.0% by the end of the year.

According to the latest Banking Sector Outlook Survey (BSOS), 66.2% of banks expect a stable banking system until
2023, while 32.4% expect it to be stronger. Most banks also expect an annual asset growth rate of 5% to 10%. This
growth will mainly come from the expansion in their loan portfolio as an effect of higher loan demand from
consumers and businesses.

Banking Industry
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Digital Banking
Three of six digital banking licensees began
operations in 2021 while the rest began in
mid-2022. Overseas Filipino Bank, Tonik
Bank, and Maya started accepting deposits
in April 2022 while GoTyme, Unobank, and
UnionDigitalhave just started limited
commercial operations. BSP has closed the
window for granting of licenses until
December 2024 to assess the impact of
digital banks on the country.
Robinsons Bank Corp. (RBC) and Bank of the Philippine Islands (BPI) are planning to merge by the end of 2023.
The merger will solidify the presence of BPI in the digital banking space as RBC and other Gokongwei entities
own a 60% stake in GoTyme. As the Gokongwei Group is poised to own a 6% stake in BPI post-merger, BPI can
tap into the Gokongwei conglomerate’s extensive business ecosystem in order to expand its operations.

Per DTI, there are more than 220 fintech companies in the country and approximately 27% of these companies
are lending. The fintech industry is expected to flourish given the country’s smartphone penetration of 65%,
internet penetration of 67%, with 54% of internet users already engage in mobile banking. The pandemic
accelerated the shift to mobile/digital banking with 4 million new accounts opened digitally during the early
days of the pandemic. To protect consumers, the BSP established the National Retail Payment System (NRPS)
framework and the Financial Technology Subsector of the BSP. The BSP also released a Digital Payments
Transformation Roadmap, which lists 2023 targets for the digital financial services industry. Targets include
converting 50% of retail payments into digital form, and encouraging at least 70% of Filipino adults to be
engaged in the formal banking system.

Total bank branches 13,154
Total banking assets Php 20.8 T
Total deposits Php 16.2 T
Total loans Php 11.0 T
Share of customer loans to total loans 18.0%
Capital adequacy ratio 16.7%

Sector snapshot as of 2021

Sources: BSP, CEIC

Define client-centricity in a segment-less world

Deploy analytics to understand where clients are in their lifecycle
and develop solutions aligned to their key points and milestones.
Improve client onboarding and service delivery, developing digital
capabilities and automated process that clients can use to manage
their own products. Identify and address any barriers to offering
new products and solutions.

Future-proof the operating model, investing in data and
technology to accelerate transformation

Most banks’ digital transformation investments have sought to solve
current inefficiencies and pain points across the operating model
rather than boldly looking ahead. Banks need to define their current
and future core capabilities, enable more fluid and flexible solutions
for client, and foster innovation through increased collaboration
across teams and functions. They will need to design ecosystems for
extensive data sharing and in support of open banking principles,
identifying the right partners to engage with, and developing plans
on how to monetize data and analytics. Bottom line, there has to be
a future-state vision that sets the tone and pace of all
transformation and infrastructure modernization programs.

NextWave Banking

Pre-COVID, the global banking industry was growing at an
average of 2.2% year-on-year as consistently improving
business confidence and strong economic activity drove
financing. Today, the global economic slowdown, volatile
interest rate environment and lower asset quality are
putting increased pressure on the banking industry.
Looking ahead, it’s clear that more extensive and
advanced digital capabilities and stronger fee-based
income streams will be critical to long-term success.
Fundamental transformation is necessary as traditional
products, services and delivery channels lose their appeal.
Here are some things banks can do to reimagine their
business and manage transformation:

Define a clear strategy and value proposition

Identify the top strategic priorities, whether they be
building platforms and ecosystems or developing new
products and services, and direct investments toward a
long-term vision while making incremental
improvements. Clarify what is the bank’s value
proposition and make sure the market understands it.
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Profiles

Lance Y. Gokongwei
President and Chief Executive Officer

JG Summit Holdings, Inc.

Lance Y. Gokongwei heads the Gokongwei Group. He is the President
and Chief Executive Officer of JG Summit Holdings, Inc. He is also the
President and Chief Executive Officer of Cebu Air, Inc. and the Chairman
of Universal Robina Corporation, Robinsons Land Corporation, Robinsons
Retail Holdings, Inc., Altus Property Ventures, Inc., Robinsons Bank
Corporation, and JG Summit Olefins Corporation. He is the Vice Chairman
and Director of Manila Electric Company, and a Director of RL Commercial
REIT, Inc., Oriental Petroleum and Minerals Corporation, Singapore Land
Group Limited, Shakey’s Asia Pizza Ventures, Inc., AB Capital and
Investment Corporation, and Endeavor Acquisition Corporation.

He is a Trustee and the Chairman of the Gokongwei Brothers Foundation,
Inc. He received a Bachelor of Science degree in Finance and a Bachelor
of Science degree in Applied Science (summa cum laude) from the
University of Pennsylvania.

Vicky L. Salas
Assurance Partner

SGV & Co.

Vicky L. Salas is an SGV & Co Assurance Partner. She has 30 years of
experience in auditing, advisory and accounting. She handles the audits of
local and multinational banking and other financial institutions and large
conglomerates in the Philippines. She is also involved in various due
diligence related to mergers and acquisitions, divestitures, initial public
offering exercise, and share valuation work.

Vicky was a member of EY’s Asia Pacific Advisory Council, EY’s Asia Pacific
Ethic Oversights Group, and SGV’s Executive Committee and Partners’
Income Committee. She is a member of SGV’s Appointment Committee and
EY Asia Pacific FSO Leadership Team as Risk Management Leader. She is a
Certified Public Accountant, Certified Anti-Money Laundering Specialist
and holds a Master Degree Major in Finance from the Asian Institute
of Management.
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SGV | Building a better working world

SGV is the largest professional services firm in the
Philippines. In everything we do, we nurture
leaders and enable businesses for a better
Philippines. This Purpose is our aspirational reason
for being that ignites positive change and inclusive
growth.

Our insights and quality services help empower
businesses and the economy, while simultaneously
nurturing our people and strengthening our
communities. Working across assurance, tax, strategy
and transactions, and consulting services, SGV teams
ask better questions to find new answers for the
complex issues facing our world today.

SGV & Co. is a member firm of Ernst & Young Global
Limited. EY refers to the global organization, and may
refer to one or more, of the member firms of Ernst &
Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK
company limited by guarantee, does
not provide services to clients.

EY exists to build a better working world, helping to
create long-term value for clients, people and society
and build trust in the capital markets. Enabled by data
and technology, diverse EY teams in over 150
countries provide trust through assurance and help
clients grow, transform and operate.

SGV & Co. is a member firm of Ernst & Young Global
Limited. EY refers to the global organization, and may
refer to one or more, of the member firms of Ernst &
Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK
company limited by guarantee, does not provide
services to clients.

This publication contains information in summary form
and is therefore intended for general guidance only.
It is not intended to be a substitute for detailed
research or the exercise of professional judgment.
Neither SGV & Co. nor any other member of the
global Ernst & Young organization can accept any
responsibility for loss occasioned to any person acting
or refraining from action as a result of any material in
this publication. On any specific matter, reference
should be made to the appropriate advisor.© 2022 SyCip Gorres Velayo& Co.

All Rights Reserved.
APAC No. 10001013

SGV & Co. Head Office
6760 Ayala Avenue, Makati City,
1226 Metro Manila, Philippines
PO Box 1408, Makati Central Post Office
0740 Metro Manila, Philippines

Tel:
Fax:

Email:

(632) 8891 0307
(632) 8819 0872
(632) 8818 1377
sgv.information@ph.ey.com
www.sgv.ph

Wilson P. Tan
Chairman and Managing Partner
wilson.p.tan@ph.ey.com
(+632) 8894 8127

Maria Vivian C. Ruiz
Vice Chair and Deputy Managing Partner
maria.Vivian.g.cruz-ruiz@ph.ey.com
(+632) 8894 8170

Christian G. Lauron
FSO Leader, Philippines
christian.g.lauron@ph.ey.com
(+632) 8894-8217
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Risk Management Leader,
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