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Philippines Utilities

Slow but steady winners;
NEUTRAL

2H23 earnings growth trajectory; Top Pick is MER

The consolidated 1H23 net income of PHP81.9b rose by 19% YoY, prompting us
to raise our FY23 earnings growth forecast to 17% YoY from 10%. This implies
2H23 YoY earnings growth of 14% YoY, of which 4.6ppt is accounted for by power
generators), which we expect to post 2H23 earnings growth of 7% YoY on lower
fuel and manpower/consulting opex. This translates to a consolidated 2H23
EBITDA of PHP132.8b, which is 24% YoY higher than in 2H22 which should enable
AP, MER, and SCC to distribute dividends over Mar 2024-Apr 2024, realizing our
FY24E dividend yield forecasts. Given the negative impact of lower FY24E spot
prices and coal prices in FY24E, as well as the long gestation period of
company’s RE pipelines, we reiterate our NEUTRAL view on the sector. MER
remains our Top Pick. We transfer coverage of the power/utilities sector to
Rachelleen Rodriguez.

Supply outlook for FY24 remains tight

We expect 1,647MW/6,268MW of new installed capacity in FY23/FY24E, 73%
from solar/wind/hydro/geothermal RE plants. This raises installed capacity by
21% YoY to 36,213MW by YE24E, but we forecast generation output to increase
only 6.7% YoY to 126,721GWh given lower capacity factors of solar/wind plants
(15-30%), just matching peak electricity demand growth forecast of 6.5% YoY,
based on an energy elasticity rate of 1.0x. With 50% of the installed capacity
still from coal and natgas, we expect a reserve margin of 25% in FY24. and the
electricity spot price to fall but remain elevated at PHP6.0/kwh (FY23E:
PHP7.0/kwh).

Utilities sector updates

We expect MER’s rate rebasing to be set by Apr 2024, which aligns with ERC’s
own target. MER has already filed its annual revenue requirement and
performance incentive scheme for the 5th RP in Mar 2022 and is only awaiting
the schedule for the public hearing, which is pending conclusion of public
hearings with the ERC. MWC has set its capex budget at PHP105b for FY23-27E.
Given it already fixed its tariff hikes for the next five years, MWC’s earnings
growth is sustainable at a FY23-27E CAGR of 17%. For MPI, our FY24E toll road
hikes of 9-17% have been implemented as expected.

MER remains top pick

We prefer utilities over power generators in FY23 amid relatively higher
earnings growth of 32% and stable dividend yields. MER remains our Top Pick
with FY24E yield of 5.9%, which is included in its implied FY23E total return of
13%. Besides the positive impact of the implementation of its 5th RP tariff
reset, which would lift regulatory overhang on the stock, MER also benefits
from the organic 4% electricity sales growth.
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Acronyms used:

COD- Commercial operating date

DOE- Department of Energy

ERC -Energy Regulatory Commission

GBPC- Global Business Power (970MW coal and oil, Not
listed)

KWH- Kilowatt hour

MT- Metric ton

MTPA- Metric tons per annum

PLP- PacificLight Power (800MW; natural gas)
PPA/PSA- Power purchase agreement/ power supply
agreement

RE- Renewable energy

RES- Retail Electricity Suppliers

RP- Regulatory period

Stocks mentioned:
San Miguel Corp. (SMC PM, CP: PHP105.90, Not Rated)

Stock Bloomberg Mkt cap Rating Price TP Upside P/E (x) P/B (x) Div yld (%)
code (USD'm) (LC) (LC) (%) 23E 24E 23E 24E 23E 24E
Manila Electric MER PM 7,190 Buy 362.40 387.00 12 11.3 12.9 3.3 3.1 5.4 5.9
Aboitiz Power AP PM 3,983 Buy 30.75 47.60 62 6.8 7.0 1.2 1.1 6.1 7.7
AC Energy Phils ACEN PM 3,283 Buy 4.70 8.00 71 21.9 15.3 1.3 1.2 0.9 1.1
Semirara Mining SCC PM 2,637 Buy 35.25 39.60 23 4.3 5.4 1.8 1.5 9.9 9.0
Metro Pacific MPI PM 2,581 Buy 5.11 6.80 36 7.5 6.9 0.7 0.6 2.5 2.5
First Gen FGEN PM 1,101 Buy 17.58 31.00 79 3.4 3.1 0.4 0.4 2.3 2.8
Manila Water MWC PM 863 Buy 17.00 27.00 64 5.6 5.0 0.6 0.6 3.6 5.4
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Philippines Utilities

estimate

1H23 earnings grew 20% YoY; ahead of our

The consolidated 1H23 earnings of the power/utilities companies under our
coverage rose by 20% YoY, ahead of our previous 10% YoY FY23E earnings
growth forecast. At our revised FY23 earnings growth forecast of 17% for
the sector, 4.6ppt is accounted for by the power generators (ACEN, AP,
FGEN, SCC), which we expect to grow by c. 8% YoY in FY23E, while the
remaining 9.5ppt is from MER, MPI and MER.

Fig 1: Summary of Philippines utilities’ 1H23 earnings (as of 20 Sep 2023)

€ Maybank

Securities

YoY % FY23E % of FY23E YoY
1H22A 1H23A ch old MIBG i change Results  Remarks
ACEN 2,183 4,231 93.8 7,796 54.3 8,512 9.2 Above  See Growth trajectory intact report.
AP 11,385 16,432 44.3 31,461 52.2 33,412 6.2 Above  See Continues to perform report.
FGEN 6,670 9,209 38.1 19,184 47.0 18,110 -5.6 Below See Fuel supply risk managed report.
MER 13,121 17,853 36.1 32,559 54.8 36,212 11.2 Above See Yield Play report.
MPI 7,460 9,902 32.7 18,010 55.0 19,559 8.6 Above  See Had a good run report.
MWC 2,919 5,048 72.9 8,444 59.8 8,829 4.6 Above  See Growth secured report.
Scc 24,911 19,479 -22.9 33,339 58.8 34,930 4.8 Above  See Dividend vields of 10-11% report.
Total 68,650 82,154 19.3 150,793 54.4 159,565 5.8 Above
Source: Company, Maybank IBG Research
Fig 2: Attributable power output (GWh) Fig 3: Attributable electricity sales- distribution (GWh)
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Note: Spot exposure is for Philippines-located power plants only.
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The sector’s 1H23 earnings were above expectations largely due to better-
than-expected earnings from the power generation side:

e ACEN’s earnings in 1H23 were better than expected due to higher-
than-anticipated capacity factor at its Vietnam wind projects (see
Growth trajectory intact report);

e AP’s generation output and RES sales in 1H23 reached 8,606GWh
and 3,783GWh, or 54% and 66% of our FY23 estimates (See
Continues to perform report);

e  MER delivered higher-than-expected EBIT margin in 1H23, which in
turn was due to lower-than-expected fuel/O&M costs incurred by
GBPC (See Yield Play report);

SCC’s mining-driven earnings performance was also ahead of our FY23
estimates due to favourable fixed-priced contracts, which still covered
c.33% of 2Q23 4.5m MT sales, which we didn’t have in our forecast (See
Dividend vyields of 10-11% report). MWC’s earnings also outperformed our
forecasts due to higher-than-expected cross-border billing revenues and
higher-than-expected equity earnings from its Vietnam-based Thu
Duc/Kenh Dong bulk water ventures (See Growth secured report).

The impact of these largely offset the lower-than-expected earnings of
FGEN due the higher-than-anticipated minority earnings from the non-FGEN
shareholders of EDC (see Fuel supply risk managed report).

Sustained growth trajectory in 2H23

The 1H23 earnings outperformance of the sector triggered us to raise our
earnings forecast by 5.8%, translating to FY23E earnings growth of 17% YoY.
This implies consolidated 2H23E earnings growth of 14% YoY, of which
4.6ppt is accounted for by the power generators (ACEN, AP, FGEN, SCC),
which we expect to post 2H23 earnings growth of 7% YoY on the back of
generally higher EBITm amid lower fuel and manpower/consulting opex.

Fig 6: Per stock impact on FY23E earnings uplift (%)
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Fig 7: Summary of forecast changes (FY23)

YoY FY23E FY23E YoY % ch
In PHPm 2H22E 2H22A (%) (old) (new) (%) YoY
ACEN 4,281 2,684 59.5 8,512 7,796 9.2 74.9  Reflects higher FY23E wind capacity factor of 35% (from
31%) from Vietnam equity investments and lower opex
assumptions for consulting and license fees. See ACEN
Growth trajectory intact report.

Comments

AP 16,980 17,148 -1.0 33,412 31,461 6.2 17.1  Reflects higher FY23 sales to the RES segment amid
higher MWs allocation of 1.4GW (from 873MW) and
higher plant availability of AP. See AP | Continues to
perform report.

FGEN 8,902 7,790 14.3 18,110 19,184 -5.6 25.2  Raise FY23 minorities’ share in FGEN’s net income by
29% to factor in EDC’s FY23E margin improvement. See
FGEN | Fuel supply risk managed report.

MER 18,359 15,310 19.9 36,212 32,559 11.2 27.4  Reflects higher FY23 EBIT margin of coal/oil GBPC
power plants. See MER | Yield Play report.

MPI 9,657 7,041 37.2 19,559 18,010 8.6 34.9  Higher FY23 earnings contribution from MER. See MPI
Had a good run report.

MWC 3,782 3,004 25.9 8,829 8,444 4.6 49.1  Higher FY23 cross-border revenues and reduced water
treatment and contractual services operating expenses
amid continued cost cutting. See MWC | Growth secured
report.

Nee 15,452 15,116 2.2 34,930 33,339 4.8 -12.7  Reflects higher FY23 coal prices and longer
implementation of favourable fixed price contact for
33% of our FY23E coal sales volume forecast. See SCC
Dividend vields of 10-11% report.

Source: Company, Maybank IBG Research

This translates to a consolidated 2H23 EBITDA of PHP132.8b, which is 24%
YoY higher than in 2H22. This should enable AP, MER, and SCC to distribute
dividends in Mar 2024, Apr 2024, and Apr 2024, respectively, realizing our
FY24E dividend yield forecasts of 7.7%, 5.9%, and 9.0%, respectively. Given
the negative earnings impact of lower spot prices and coal prices in FY24E,
as well as the long gestation period of company’s RE pipelines, we reiterate
our NEUTRAL call on the sector.

Fig 8: Summary of Maybank IBG forecast changes

OCF (PHPm) FCF/sh (PHP) DPS (PHP) Dividend yield (%)

FY22A FY23E  FY24E  FY22A FY23E FY24E  FY22A  FY23E  FY24E  FY22A FY23E  FY24E
ACEN 2,296 3,956 9,324 -0.47  -0.31 -0.14 0.06 0.04 0.05 1.3% 0.9% 1.1%
AP 34,213 45,533 43,833 2.89 5.37 5.14 1.45 1.87 2.36 4.7% 6.1% 7.7%
FGEN 34,538 44,352 47,261 5.93  -6.27 8.99 0.37 0.40 0.47 2.2% 2.3% 2.8%
MER 27,141 50,362 48,485 -7.52 -18.11 33.13 16.03 19.55 21.41 4.4% 5.4% 5.9%
MPI 20,552 27,992 32,353 071 -0.02 -0.51 0.11 0.13 0.13 2.2% 2.5% 2.5%
MwC 13,150 18,583 22,030 2.83  -7.86 -4.34 0.38 0.62 0.92 2.2% 3.6% 5.4%
scC 40,775 34,966 37,106 8.58 6.79 7.55 5.00 3.50 319 14.2% 9.9% 9.0%

Source: Bloomberg, Maybank IBG Research

3. Supply improving but still tight in FY24E

With 50% (18,118MW) of the installed capacity still accounted for by coal
and natgas, we expect the reserve margin to be at 25% in FY24. The FY24E
peak Luzon/Philippines demand, plus the 25% reserve margin, would just
be slightly higher than the installed FY24E baseload capacity of 18,118GW.
Given this, we expect the electricity spot price to fall but remain elevated
at PHP6.0/kwh (FY23E: PHP7.0/kwh).

September 21, 2023 4


https://mkefactsettd.maybank-ke.com/PDFS/338331.pdf
https://mkefactsettd.maybank-ke.com/PDFS/338331.pdf
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2fb71e6db7457d291de9deef1fb32691a83dccc27w-qV8T0-JjUm5bOXET0RjQngjz6BG5JitQb008K0PBAHarK634PfW50CVvWx7jJlwUvUVNxoBxNaI_cSgKYmZcghYv8HHoIfsQpg9JFDV8ncv54wIG_85pQO8_NFgubbK_lxBPlafoMr7zk8FHo1IofRBy4C1mLADJvNnKUUPHmQ_zG3I6Cc9jMz3HB4XRqcIcOpv4qSbwGbbfe0Gtbrfw%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2fb71e6db7457d291de9deef1fb32691a83dccc27w-qV8T0-JjUm5bOXET0RjQngjz6BG5JitQb008K0PBAHarK634PfW50CVvWx7jJlwUvUVNxoBxNaI_cSgKYmZcghYv8HHoIfsQpg9JFDV8ncv54wIG_85pQO8_NFgubbK_lxBPlafoMr7zk8FHo1IofRBy4C1mLADJvNnKUUPHmQ_zG3I6Cc9jMz3HB4XRqcIcOpv4qSbwGbbfe0Gtbrfw%2C%2C
https://mkefactsettd.maybank-ke.com/PDFS/340341.pdf
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2d7bd925d450b2849835e2efd8d59546d524715fcMz5qG6qUFWy6UObWvqFd9UOCoUI7luTlV32LcABPxQnkX5ctxoKBKq8XcZXD180ogfKjspzoL15WbeN3MnrpROAW_RZvKTXqBwzzVFqXw10K6oxMLhMgldJnSK671JGHdmdB3vQYq4VpkJ79aZM5NI3yDnjET0eF83APzTQ-UjCGIOgp2iPR2raWI_bCAoDpY1LQv6JejdkUVTOKH13enA%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=25dd1389077abee846d42464f72132b4b8993164cq42XU_dgDhyWHMQVbCfblECbISR2v0JMhykUpOBzXULFQ36oXnsAGMj8X-u3jnBg6bCbhRPaL7WOOqpdc4exTQLLJ1ULcJE93JkEVVCHcHcI6zmtVdnGvm1LkO7wxHtvgIeEqtfOJ1BwnLWei6m6mT-oHVVK5UQuC4wDnXFe3364eURnHtGJd85I80Up4M-uXXyitqhoQqSnzBmsCbyoCA%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=25dd1389077abee846d42464f72132b4b8993164cq42XU_dgDhyWHMQVbCfblECbISR2v0JMhykUpOBzXULFQ36oXnsAGMj8X-u3jnBg6bCbhRPaL7WOOqpdc4exTQLLJ1ULcJE93JkEVVCHcHcI6zmtVdnGvm1LkO7wxHtvgIeEqtfOJ1BwnLWei6m6mT-oHVVK5UQuC4wDnXFe3364eURnHtGJd85I80Up4M-uXXyitqhoQqSnzBmsCbyoCA%2C%2C
https://mkefactsettd.maybank-ke.com/PDFS/339324.pdf
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=292dc7d45fe8ac89329d01542a70ec10aba977b2bi3v8tF_5ht3I1DDB5eEaycFRQvDfHLIkzmkFH8y5ZWKGNlWnAVI0p-_0dVG3_ALA5I6VGI0F3ApjfLO5M7tJoTw1_b8D4D7Zbh-nhfbmX9UYQfvxLWyDb2q8Ez4jdeSGWo_WMyqlE3Y4yMok86kApZ2sq0lV-weAvuLpAQBhwgzeadfQX_iSuMwtMdKEqQNHkWPXTHRKygvbjr0U8Wr0Lg%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=292dc7d45fe8ac89329d01542a70ec10aba977b2bi3v8tF_5ht3I1DDB5eEaycFRQvDfHLIkzmkFH8y5ZWKGNlWnAVI0p-_0dVG3_ALA5I6VGI0F3ApjfLO5M7tJoTw1_b8D4D7Zbh-nhfbmX9UYQfvxLWyDb2q8Ez4jdeSGWo_WMyqlE3Y4yMok86kApZ2sq0lV-weAvuLpAQBhwgzeadfQX_iSuMwtMdKEqQNHkWPXTHRKygvbjr0U8Wr0Lg%2C%2C

Philippines Utilities

Fig 9: Dependable capacity vs supply forecast (MW) -
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Fig 10: Dependable capacity vs supply forecast (MW)-
Luzon grid only

Source: DOE, NGCP, Maybank IBG Research

Capacity factors: Coal-88%; Natural gas- 71%; Geothermal-68%; Solar-
19%; Wind-30%; Hydro-29%
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Capacity factors: Coal-88%; Natural gas- 71%; Geothermal-68%; Solar-19%;
Wind-30%; Hydro-29%

We forecast 6,268MW of new installed capacity in FY24 such that total

installed capacity will reach 36,213MW in YE24E:

e 1,815MW of new conventional baseload capacity to come in, of
which 300MW will be coal plants, 1,313MW will be natgas plants,

203MW will be oil-based plants;

e The top 3 biggest additions will be from SMC’s new 1,312.50MW
Combined Cycle gas plant and its 150x4MW Mariveles coal plant;
e  4,453MW new RE plants will come on stream, of which 3,579MW

will be solar plants;

o 5 087MW (or 81%) will be installed in Luzon; and
e 50% of these new capacity will be installed by 3Q24.

In terms of generation output, these new capacities translate to 7,912GWh
of incremental capacity in FY24E, or 126,207GWh of peak capacity, 6.7%

higher than FY23E’s 118,295GWh.

Demand

We forecast demand to grow by 6.5% YoY in FY24. This is based on the

following:

e An energy elasticity rate of 1.0x, which is based on the actual
FY18-19 energy elasticity during the FY18-19 years with El Nino,
whereas the El Nino in the Philippines may intensify later in 2H23.
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Fig 11: Electricity consumption and economic growth  Fig 12: Attrib. MW additions in Philippines
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Fig 13: Monthly Luzon-Visayas supply-demand versus spot prices
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Although solar/wind FIT has not been reopened since 2016, new regulations
are stimulating long-term demand for RE in the Philippines:

e the Renewable Portfolio Standard (RPS), which mandates
electricity distributors/ cooperatives to incrementally add 2.52%
of RE to their procured power supply; and

e (i) the Green Energy Auction Program (GEAP), which annually
facilitates an electronically-administered bidding process for RE
capacities, wherein winners of the bid may secure a 20-year fixed
rate “green energy tariff” upon COD of the RE plant.

These are complemented by the ongoing moratorium on new coal plants, as
well as retention of fiscal incentives under the older Renewable Energy Act
of 2008, which includes a 7-year income tax holiday (ITH), preferential
corporate tax rate of 10% post the ITH (instead of the default 25%), and
value-added tax exemption on power purchased from RE sources, among
others.

The 2.52% RPS increment is already being implemented this year, with MER
and AP electricity distribution utilities being compliant until at least YE24E,
while the GEAP has already successfully generated 2.0GW/3.4GW of
committed RE capacity in the FY22 and FY23 Green Energy Auctions.

September 21, 2023 6



Philippines Utilities

Fig 14: RE comprises most of new MWs over FY23-27E
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Fig 15: Renewable energy targets of local power companies
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Utilities sector updates

Aside from the ongoing tender offer of MPI shares, which will eventually
lead to its privatization, other updates in the utilities space include:

5t RP rate rebasing of MER

As of Sep 2023, there is still no resolution to the 5% RP electricity
distribution tariff reset of MER due to delays by ERC;

MER has already submitted its filing of its annual revenue
requirement and performance incentive scheme for 5th RP already
in Mar 2022 and is only awaiting the resolution of public hearings
pending availability of ERC officials;

We expect MER’s new tariff to be set by Apr 2023. As such, we
expect the implementation of MER’s PHP1.3522/kwh tariff until
Mar 2024 and revise our FY23/24E distribution tariff assumption to
PHP1.3522/PHP1.2817 per kwh, from PHP1.3021/PHP1.2911 per
kwh starting Apr 2024.

Capex of MWC

MWC has already disbursed PHP6.8b in capex in 1H23 for
construction of new water and wastewater treatment plants. With
the continued growth of its customer base and the risk that El Nino
may intensify between 4Q23-1Q24, MWC continues to lead the
development of interim water sources totaling 868MLD. Of these,
180MLD from Cardona and Calawis water sources are already
augmenting MWC’s existing allocation from Angat Dam.

Given MWC’s continued capex rollout and fulfilment of other
service targets such as 24/7 water availability and acceptable non-
revenue water ratio of below 15% (1H23A: 13.9% NRW), we see no
immediate regulatory risk on the horizon for MWC, which should
allow it to continue applying the basic rate increase approved by
the MWSS in Nov 2022.

September 21, 2023
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Fig 16: Status of East Zone investments
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Fig 17: Projected population growth in MWC’s franchise area
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Delisting of MPI

As of 7 Sep, 96.9% of all outstanding shares of MPI, including
excluded/non-public shares, have participated in the tender offer.
This 96.9% already passes the PSE’s 95.0% threshold needed for
voluntary delisting — a prerequisite set by the Mitsui-led
consortium before it would accept the tender offer— making it
likely MPI will be delisted soon.

The tendered shares will be crossed and have their settlement
dates on 26 Sep and 28 Sep, respectively, and effectively delisted
by 9 Oct.

September 21, 2023

We forecast MWC’s billed
water volume to increase at a
CAGR of 1.5% between FY23-
27E, in tandem with the
projected increase in the
population of the Metro
Manila East Zone by 1.6%
CAGR over FY23-27E.

Securities



Philippines Utilities

Fig 18: Summary of ownership impact of tender offer (As of latest disclosure on 7 Sep)

Ownership Before delisting- As of 9 Aug Before delisting- as of 7 Sep* Post-delisting ppts change post
delisting (since 7 Sep)
First Pacific (Metro 46.1% 46.1% 48.9% 2.8%
Pacific Holdings)
GT Capital 17.1% 17.1% 19.1% 2.0%
MPI management 0.1% 0.0% 0.0% 0.0%
GSIS* 3.3% 12.0% 12.0% 0.0%
Free float (ex-GSIS) 33.4% 24.8% 0.0% -24.8%
MIG 0.0% 0.1% 7.2% 7.1%
MPIH JV (Mitsui 50.01%, 0.0% 0.0% 13.0% 13.0%
JOIN 50%-1)
100.0% 100.0% 100.0%
Before delisting- As of 9 Aug Before delisting- as of 7 Sep Post-delisting ch. in shares post
delisting (since 7 Sep)
First Pacific (Metro 13,223 13,223 14,018 795
Pacific Holdings)
GT Capital 4,900 4,900 5,469 569
MPI management 32 - - 0
GSIS 948 3,439 3,439 0
Free float* 9,593 7,134 - -7,134
MIG - 32 2,061 2,030
MPIH JV (Mitsui 50.01%, - 3,740 3,740
JOIN 50%-1)
Mitsui - 1,870 1,870
JOIN 1,870 1,870

Source: Company, Maybank IBG Research

Note: Change between 9 Aug to 7 Sep reflects reclassification of GSIS shares to non-public. Computation assumes all outstanding minority
shareholders participate in TO and allocation of TO shares to bidders reflecting the breakdown stipulated in the amended tender offer report (First

Pacific- 11.15%; GTCAP- 7.98%; MIG-28.45%; MPIH- 52.42%).

5.

MER is Top Pick

Between power and utilities, we prefer utilities as these provide stable
FY24E dividend yield supported by FY23E earnings growth of 32% which is
relatively higher vis-a-vis the 8% FY23E earnings growth of power generators,
including SCC which is in turn dragged by lower FY23E coal prices.

Within the utilities sector, we prefer MER as it offers a sustainable long-
term dividend yield of 5.9% for FY24E, higher than the 2.5%/5.3% of MPI and
MWC, respectively. The company’s organic FY23/24E electricity sales
growth of 4%/4%, driven by continued economic growth of its franchise area
which contains the country’s largest economic hub, should drive the robust
c.PHP48-50b cashflow from operations, which should enable its dividend
payout.

The implementation of its 5th RP tariff reset by Apr 2024 would also be a
positive event that would lift a lot of the regulatory overhang on the stock.
The stock also trades at 11.2x PER, below its 5-year average PER of 14.3x.

Our least preferred in the sector is SCC, given its declining earnings
trajectory due to lower coal prices

September 21, 2023
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Fig 19: AP’s TP calculation table

In PHPm Old TP New TP % ch Notes Our revised DCF-based TP of PHP47.60
Coal/LNG 172,914 190,516 10%  Using dynamic WACC of 6.8- factors in our higher forecasts for AP’s
7.2%; Factors in higher energy sales, better gross margin trend
energy sales; no new coal of distribution, and after rolling
plants after GNPD and CODof  forward AP’s DCF valuation base to
LNG plant by 2030. 1H24
Geothermal 22,851 23,737 4% :
Hydro/Solar 133,556 94,364 -29%  Using dynamic WACC of 7.1- . .
8.0%; lower capacity The stock’s valuation continues to be
utilisation of hydro amid largely based on AP’s power-
lower water inflow due to generation assets with over 92% of NAV
hotter ~weather; COD of coming from these.
3.7GW new RE between FY24-
30E.
0oil 16,028 15,609 -3%
Distribution 44,121 79,904 81%  Improving gross margin per
kWh trend.
Gross asset value 389,469 404,131 4%
Net debt/cash -53,505 -53,505 0%
Net asset value 335,964 350,626 4%
NAV/sh (PHP) 46.00 47.60 3%
Source: Maybank IBG Research
Fig 20: ACEN’s TP calculation table
In PHP m Ave. Old TP New TP Change Value per share  Notes
Stake (PHP/sh)
MER baseload PSA 100% 12,982 13,434 3% 0.3
0oil 82% 7,562 7,847 4% 0.2
Solar 94% 65,813 68,464 4% 1.7  Factor earnings adjustments and rolling forward
of valuation base to 1H24E.
Wind 93% 31,325 32,611 4% 0.8
Geothermal/BESS 50% 2,469 2,506 1% 0.1
ENEX Energy Corp. 80% 1,712 1,146 -33% 0.0  Updated market capitalization.
(ENEX PM)
New Solar/Wind Onshore 100% 6,791 7,199 6% 0.2  Factor earnings adjustments and rolling forward
(FY23-24E) of valuation base to 1H24E
Philippines 128,654 133,206 4% 3.4
Australia 100% 84,356 80,576 -4% 2.0  Factor earnings adjustments and rolling forward
of valuation base to 1H24E.
India 80% 230 948 312% 0.0  Factor earnings adjustments and rolling forward
of valuation base to 1H24E.
Indonesia 36% 6,950 7,144 3% 0.2  Factor earnings adjustments and rolling forward
of valuation base to 1H24E.
64% 52,501 62,494 19% 1.6  Higher ave. FY23/24E Vietnam wind capacity
Vietnam factor of 35% (from 31%), incorporate FY23/24E
carbon credit earnings of PHP319m/PHP413m.
New Solar/Wind Onshore 50% 4,576 4,823 5% 0.1
(FY23-24E)
International 100% 148,613 155,985 5% 3.9
RE project 100% 92,896 94,356 2% 2.4 Using IRR approach to value 15GW pipeline
- between FY25-30E and using dynamic WACC of
reinvestments post-2024 5.6-6.3%
. . 0.
Gross asset value 370,163 383,547 4% 9.7
Less: Preferred shares 100% -25,000 -25,000 0% -0.6
Less: Net debt 100% -7,198 -7,906 10% -0.2  Reflects FY23E.
Less: Notes payable 100% -32,093 -32,093 0% -0.8  Reflects FY23E.
Net asset value 305,872 318,547 4% 8.0

Source: Maybank IBG Research
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Securities



Philippines Utilities

Fig 21: FGEN’s TP calculation table

Securities

Our TP adjustments factor in rolling forward of our

PHPm Oold TP New TP % ch  Notes . ) N
StaRita 72,422 75382 Ty DC!-' \_/aluatron l?ase to 1H24 anfi chtors in {-'GE{\I 'S
S —— i - - existing portfolio as well as EDC’s disclosed pipeline

’ ’ ’ of ¢.200MW geothermal and hydro.
San Gabriel 27,129 26,832 -1%
Avion 10,502 10,678 2%
Gas 130,275 133,641 3%  Roll forward DCF to 1H24; Using
dynamic WACC of 7.5-8.3%; Factors in
2.0GW natural gas fired capacity.
Geothermal/ Wind/Solar 60,193 59,472 -1%  Roll forward DCF to 1H24; Using
dynamic WACC of 8.5-9.6%; Factors in
1,347MW installed capacity and
C.200MW new RE for FY23-24E COD.
Hydro 8,516 8,686 2% Roll forward DCF to 1H24
Gross asset value 198,985 201,800 1%
Net debt/cash -94,742 -89,770 -5%
Net asset value 104,243 112,030 7%
NAV/sh (PHP) 29.30 31.00 6%
Source: Maybank IBG Research
Fig 22: SCC’s TP calculation table
PHPm Oold TP New TP % ch  Notes We raise our TP to PHP39.60 from PHP38.0 after
_ - _ revising up our FY23/24 earnings forecasts and
Mining 50,826 58,253 15%  Impact o!‘ hrgh.er average FY23/24E rolling forward our valuation base to FY24E.
coal selling price.
Power 87,045 86,420 -1%
Net debt 23,193 23,868 3%  Higher net cash level.
NAV 161,064 168,541 5%
NAV/sh (PHP) 38.00 39.60 4%
Source: Maybank IBG Research
Fig 23: MER’s TP calculation table
Old TP New TP % ch Notes  We roll-forward our DCF based valuations for MER’s
Distribution Utility segments which results in our higher TP of
MERALCO 321,047 315,554 -2% Impact of lowered PHP387.0.
FY24/25E distribution
tariff, roll-forward of DCF
to mid-year.
Power Generation
MGen 146,578 157,722 8% Roll-forward of DCF, gross
margin improvement.
Digital infrastructure
MIDC 2,632 2,632 0%
Other investments 37,369 36,435 -2%
Gross asset value 507,625 512,343 1%
Net (debt)/cash -78,400 -75,928 -3% Higher FY23E cash
Net asset value 429,226 436,415 2%
NAV/sh (PHP) 381.0 387.0 2%
Source: Maybank IBG Research
Fig 24: MPI’s TP calculation table
Segment Stake Sh. 0S Current Att. Valuation TP Att. NAV TP Att. % ch Notes
(m) price NAV method (PHP/sh) (PHPm) (PHP/sh) NAV
(PHP/sh) (PHPm) (PHPm)
MER PM 47.5% 1,127.1 362.40 193,855 DCF 381.00 203,805 387.00 207,014 2% See Yield play
report.
MPTC 99.9% 113,690 DCF 107,741 113,690 6% Roll forward DCF
base to 1H24.
Water 52.9% 21,204 DCF 19,855 21,204 7% Roll forward DCF
base to 1H24.
Health 20.0% 3,429 Carrying 3,429 3,429 0%
value
Others Various 12,318 Book 12,318 12,318 0%
value
Asset Value 344,497 347,147 357,656 3%
Net debt (75,800) (77,388) (77,388) 0
NAV 268,697 269,759 280,267 4%
NAV/sh 9.36 9.40 9.77 4%
Conglo 45% 30% 30%
discount
TP 6.60 6.80 4%

Source: Company, Maybank IBG Research
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Fig 25: Peer comparison (as of 20 Sep 2023)
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Company Ticker CcP TP (PHP) Total Rec. EPSg (%) PER (x) ROE (%) Div Yld
(PHP) return (%)
(%) FY23E FY24E FY23E FY24E FY23E FY24E FY24E
Median 33.6 8.6 6.8 6.9 12.2 12.1 5.4
AC Energy Corp. ACEN PM 4.70 8.00 71.4 BUY 73.5 43.0 21.9 15.3 6.9 9.2 1.1
Aboitiz Power Corp. AP PM 30.75 47.60 62.5 BUY 171 (2.8) 6.8 7.0 18.1 15.7 7.7
First Gen Corp. FGEN PM 17.58 31.00 79.2 BUY 26.7 11.0 3.5 3.1 12.2 12.1 2.8
Manila Electric Co. MER PM 362.40 387.00 12.7 BUY 33.6 (12.7) 11.3 12.9 29.2 24.1 5.9
Manila Water MWC PM 17.00 27.00 64.2 BUY 49.1 10.2 5.6 5.0 11.6 11.9 5.4
Metro Pacific MPI PM 5.11 6.80 35.5 BUY 39.1 8.6 7.5 6.9 9.2 9.1 2.5
Semirara Mining SCC PM 35.25 39.60 21.4 BUY (12.7) (19.9) 4.3 5.4 41.2 28.4 9.0
Source: Company, Maybank IBG Research
Fig 26: AP’s 5-year PER band Fig 27: ACEN’s 5-year PER band
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Fig 28: FGEN’s 5-year PER band Fig 29: SCC’s 5-year PER band
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Fig 30: MER’s 5-year PER band
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Fig 32: MPI’s 5-year PBV band
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Fig 31: MWC’s 5-year PER band
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at
any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the
occurrence of unanticipated events.

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this
respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the I0D is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by MRPL (Co. Reg No 198700034E) which is regulated
by the Monetary Authority of Singapore. Indonesia: PT Maybank Sekuritas Indonesia (“PTMSI”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by
the Financial Services Authority (Indonesia). Thailand: MST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the
Securities and Exchange Commission. Philippines: Maybank Securities Inc (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and
Exchange Commission. Vietnam: Maybank Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: MIB Securities (Hong
Kong) Limited (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: MIB Securities India Private Limited (“MIBSI”) is a participant of the National Stock
Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). MIBSI is also registered with SEBI as
Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057). UK: Maybank Securities (London) Ltd (Reg No 2377538) is authorized and regulated
by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating
to those companies.

Singapore: As of 21 September 2023, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or
underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 21 September 2023, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 21 September 2023, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does
not hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research
report.

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of Maybank IBG.

Definition of Ratings

Maybank IBG Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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