The Philippine Stock Exchange

UPDATES AND

DEVELOPMENTS -

8t Asia Pacific Mining Conference
& Exhibition

October 14-16, 2008

3

. ROY JOSEPH M. RAFOLS
website: www.pse.com.ph
e-mail: pirs@pse.com.ph Chief Operating Officer
tel.no: (632) 688-7600 Philippine Stock Exchange, Inc.




p Presentation Outline ¢ Overview

]

a Overview of the Exchange
o Stock Market Updates

o Strategic Reforms and Initiatives

WWW.pse.COmm.p
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Merged in
1992

As of endSeptember 2008

Provides platform for
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> PSE Timeline - Moving towards becoming

at par with peer exchanges

PSE Historical Time Line

5
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Stock Market Performance

Performance of PSEi

Up by 26%

Up by 15%

Up by 42%

Up by 21%
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P Sectoral Diversity

Share to Total Domestic Share to Total Value Turnover per
MCAP per Sector, Sep. 2008 Sector, Jan.-Sep. 2008
Mining & O Financials Mining & Oil Financials

3%

15% 6% 14%

Services .
28% Services

24%

Industrial

Industrial 28%

26%

Property Property
13% 16%

Holding Firms

Holding Firms 120

15%
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P Value Turnover

J Daily turnover went up by 137% in 2007. This is on top of the 49% In
2006. As of endSeptember 2008, average daily turnover was down
45% to P3.0 billion from its 2007 yearend level of P5.5 billion

3 The turnover velocity of domestic shares increased from 12.2% in
2003 to 33.0% in 2007

Average daily value turnover Domestic shares annual
(in Php billion) turnover velocity (in %)
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P Market Capitalization

J The total market capitalization has gone up by 11% in 2007 from 2006.
As of end-September 2008, total market capitalization has decreased by
18% from its end-2007 level

J Domestic market capitalization has gone up by 27% in 2007, but
down by 22% as of end-September 2008.

Total Market Capitalization Domestic Market Capitalization
(in Php billion) (in Php billion)
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P Capital Raising Activities

J Proceeds from IPQOs, follow-on offerings, stock rights offerings and
private placements have gone up by 58% in 2007 compared to 2006.
However, capital raised as of end-September 2008 is lower by 81% from its
level in the same period last year.

Total Capital Raised
(in Php billion)
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P> Macro Economic Fundamentals

Indicators 2004 | 2005 | 2006 | 2007 |Latest 2008
GNP Growth (in %) 6.1 | 54 | 54 | 8.0 4.6 (20)
GDP Growth (in %) 6.1 50 | 54 | 12 5.7(20Q)
Interest Rates-91-day T-hil
rate (%), average 734 | 636 | 534 | 341 5.70
Inflation (%), average 0 76 | 62 | 28 | 8.8(Aug)
Exchange Rate (Php:$), end
of period 56.27 | 53.07 | 49.13 | 41.40 | 45.69 (Aug)
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P Net Foreign Activity

2005

2006

2007

2008

P 23.53 hillion net foreign BUYING
P 68.49 hillion net foreigh BUYING
P 55.57 billion net foreigh BUYING

P 26.82 billion net foreign SELLING

(As of end-Sept.)
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Mining Firms Listed in the PSE

3 Atok -Big Wedge Company, 3
Inc.

3 Apex Mining Company, Inc. J

J Abra Mining and Industrial 3
Corporation

J Atlas Consolidated Mining & 3

Development Corp.

3 Benguet Corporation

3 Dizon Copper -Silver Mines, J
Inc. 3

3 GEOGRACE Resources 3
Philippines, Inc.

Lepanto Consolidated Mining
Company

Manila Mining Corporation

NiHao Mineral Resources
International, Inc.

Omico Corporation

Oriental Peninsula Resources
Group, Inc.

Philex Mining Corporation
Semirara Mining Corporation

United Paragon Mining
Corporation
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} Performance of PSE-listed Mining Companies 7=

Market Capitalization (in billion pesos)

YTD | YoY
Market Capitalization | end-2007| Aug-07 | Aug-08 | change| change
Mining Companies 99.11 65.41 81.03| -18.2% 23.9%
Total Market 7,977.61| 8,062.33| 6,430.05 -19.404 -20.2%

Transaction Value (in billion pesos)

Value Turnover Aug-07 | Aug-08 | % change
Mining Companies 60.29 31.60 -47.6%
Total Market 925.49] 509.35 -45.0%
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P NEW STRATEGIC AGENDA

L ist more companies and securities

E xpand the investor base

‘] alue and enhance corporate governance standards

E nhance shareholder value

L aunch new products and services

| ' pgrade market infrastructure & human resources

P artner with government & other stakeholders
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A MOA with BOI to list BOI -registered companies

MOA with BIR for last priority audit for newly listed
companies

A Support legislation to provide incentives for companies
to list

A Liberalization of listing rules for mining companies

U Track record requirement not required for mining
companies under exploration stage

A Liberalization of rules on listing by introduction

U Companies required by law to offer their shares to
the public (power companies, telcos) to be qualified
to list by introduction
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P xpand and educate investor base

A Investor awareness and education

programs:

U Exchange Visits

U Short Course
Investments

U PSE Certifiec

on Stock Market

Securities Specialist Course

U Overseas Fili

nDINO Investor Program
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> Value & enforce corporate

bovernance standards

A Tighter Disclosure Rules

U Blackout Rule, Selective Disclosure Rule,

10-minute rule
U Online Disclosure System
U IAS Compliant Financial Reports

U Philippine Mineral Reporting Code
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> Value & enforce corporate

bovernance standards

AAdoption of Philippine Mineral Reporting
Code (PMRC)

Governing Principles
V Transparency

V Materiality
V Competence in public reports
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} Value & enforce corporate

oovernance standards

A Sets standards in public reporting of exploration
results, mineral resources and ore reserves

A Provides a mandatory system for classification of
tonnage/grade estimates according to geological
confidence and technical economic considerations.

A Provides an extensive guideline on criteria in
preparing public reports

A Requires public reports to be based on work
undertaken by a Competent Person
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> Value & enforce corporate

oovernance standards

PMRC Stakeholders

Competent Persons

accredited by Mining Company
Professional Societies Management
In Mining
I PMRC & —
Capital Market
/ Regulations \
Investment Financing

Community Community
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> Value & enforce corporate

bovernance standards

A Corporate Governance Program for listed
companies

A Broker Regulation

U Market Integrity Board (MIB) ¢ direct appeal to
the SEC

U Increased capitalization for brokers + Php30
million over a 2 -year period

U Risk-Based Capital Adequacy (RBCA)
regulation for brokers

WWW.pse.COmm.p



P nhance shareholder value

ADividend policy for PSE shareholders
AUnified headquarters

AEnhance market data business
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] aunch new products and services

A Securities Lending and Borrowing
Program

A Short Selling
A Extended trading hours
A Exchange Traded Funds

A Derivatives trading




} | ' pgrade market infrastructure

and human resources

A New trading system
A New accounting system
A Business continuity plan

A Enhanced training program for
employees
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P artner with government

and other stakeholders

A Passage of Capital MarketRelated Laws

U Personal Equity Retirement Account Act
(PERA)

Credit Information System Act (CISA)

Corporate Recovery and Insolvency Act
(CRIA)

A ASEAN Collaboration
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Enabling Legal Environment {
Proposed Laws

3 Personal Equity Retirement Account
(PERA) Law

J Real Estate Investment Company Act
(REIC)

J Collective Investment Schemes Law
(CISL)

3 Credit Information System Act (CISA)

J Corporate Recovery and Insolvency Act
(CRIA)




b Enabling Legal Environment {

Proposed Laws

3 Personal Equity Retirement Account Law
(PERA)
I Tax-eligible personal retirement accounts for individuals

- designed to encourage savings and develop local
capital market

I Similar to 401K and IRA of the U.S.

I Open to Filipinos and non -Filipinos

3 Foreigners residing in the Philippines (e.g., expats
and retirees) are qualified

I Not limited to employees. Self-employed individuals
can put up personal retirement account.




b Enabling Legal Environment {

Proposed Laws

3 Personal Equity Retirement Account Law
(PERA)

Must be invested in Philippine capital markets to enjoy
tax privileges
- Annual limit is Php 100,000 per individual and

Php200,000 per household, subject to increase by
Department of Finance

- Double if Overseas Filipino Investor

- Tax Incentives
3 5% tax credit
3 All iIncome tax -exempt
3 Employer contribution tax deductible




b Enabling Legal Environment {

Proposed Laws

3 Real Estate Investment Company Act
(REIC)

- Adopts both the Japanese and Singapore models of
REIT laws
3 Corporate form (Mutual fund -type)
3 Trust form (Singapore)

- Designed to encourage investments in income
producing real estate to develop the real estate
iIndustry and infrastructure need of the country and
capital markets.




b Enabling Legal Environment {

Proposed Laws

J Real Estate Investment Company Act
(REIC)

Tax incentives
- Lower income tax base- after deducting dividend or
Income distributions (Japanese model)

- If listed within 3 years from enactment of law, 25%
Income tax for 5 years instead of ordinary income tax
of 35%.

- Transfers of real estate to REICS exempt from
creditable withholding tax




b Enabling Legal Environment {

Proposed Laws

3 Real Estate Investment Company Act
(REIC)

Dividend or income distribution to investors
JExempt from tax if investor is:
- Domestic and resident foreign corporation
- Overseas Filipino Investor
JSubject to 5% preferential tax rate for other
Investors
Must be listed with the stock exchange

Must distribute at least 90% of net income to its
investors

Must be majority owned by the public.




b Enabling Legal Environment {

Proposed Laws

J Collective Investments Schemes Law
(CISL)

I Designed to modernize mutual fund industry in the
Philippines
I Best international practices adopted

3 Both corporate (mutual funds) and collective
forms of investments (e.g., unitized collective
Investment funds) given statutory recognition

3 Uniform rules shall apply to unitized forms of
collective investments, regardless of issuer,
trustee or fund manager

I Independence principle adopted, e.g, independent
fund manager and trustee for funds




b Enabling Legal Environment {

Proposed Laws

3 Credit Information System Act (CISA)

I Designed to institutionalize gathering and
distribution of credit information to strengthen
financial system and reduce the cost of borrowing
In the Philippines

T Mechanism

3 Financial institutions ( e.g, banks) mandated to share
credit information with a credit information company

3 Credit info company co -owned by government and
private sector

3 Credit information can be accessed by financial
POUUPUUUDPOOQUWWEOEWOUT I Uw?E!




b Enabling Legal Environment {

Proposed Laws

J Corporate Recovery and Insolvency Act

(CRIA)

I Wil replace 1909 Insolvency Act (Act No. 1956)

I Includes new forms of corporate recovery

3 Fast track court-supervised proceedings ¢ short period
for court to approve rehabilitation plan

3 Out-of-court rehabilitation (without need of court
approval) if:
I Creditors holding at least 75% of unsecured debt and

I Creditors holding at least 67% of secured debt agree to
restructure debts of corporate debtor

3 Orderly liguidation of assets and liabilities if not
possible to rehabllitate.

I Recognizes crossborder insolvency proceedings
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