MESSAGE
We have always believed
that, as a financial
institution operating
in an emerging market
environment, we must
take on a proactive role
in addressing the needs
of the underserved
sectors of our society.
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DEAR STAKEHOLDER,
Let me start with a broad overview of the Philippine and
global economy in the past year as they significantly
influenced our local financial markets.
In the years prior to the global financial crisis of 2008,
there had been a gradual but noticeable shift in global
economic growth in favor of the developing countries in
Asia. This trend became more evident in 2011 as the U.S.
and Euro Zone economies slowed considerably in relation to
the emerging economies in Asia. In 2011, the U.S. posted
a gross domestic product (GDP) growth of only 1.8% and
received a credit rating downgrade for the first time in
recent history. The Euro Zone countries likewise posted
minimal GDP growth of 1.6% as they struggled through a
sovereign debt crisis and a cut in their credit standing. In
contrast, the emerging Asian economies grew by 7.9% and
drove global economic growth to 3.8%. Most noteworthy
was the credit rating upgrade of our neighbor, Indonesia,
to investment grade. China also managed a GDP growth of
9.2%, despite a slightly weaker third quarter performance,
while Japan was able to rebuild quicker than expected
from the natural calamities that buffeted the country and
reported a marginal decline in GDP of 0.9%.
Following this trend of a weaker global economic
environment, Philippine GDP growth slowed in 2011 to
3.7% from its significant 7.6% expansion in 2010. Growth
was affected by weaker exports and lower public spending.
This was, however, compensated by stronger household
expenditure and continuing overseas Filipino expatriate
remittances which grew by 7.2%, driving local consumption
and strengthening our domestic currency. The Philippine
peso was stable at Php43.84 against the U.S. Dollar during
the year, and it outperformed most of its regional peers.
This also contributed to the increase in the Bangko Sentral
ng Pilipinas’ (BSP) international reserves to a record
USD75.1 billion.
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Despite a tighter domestic monetary policy, the Philippine
financial markets managed to outperform global benchmarks
and regional peers. The Philippines was the best performing
Emerging Asian equity market in 2011 with the Philippine
composite index growing at 4.1% while reflecting a 17.8%
increment in value turnover of Php1.4 trillion. Investors
were taking their cue from the marked improvements in the
external and fiscal positions of the country, as affirmed by
the global credit rating agencies. Moody’s Investor Service,
Fitch Ratings and Capital Intelligence granted single-notch
upgrades for the Philippines in June 2011.

Consistent Financial Performance
It was within this macro-economic framework that BPI
posted a 13.4% growth in net income in 2011 to a record
Php12.8 billion, which was the highest in the industry. We
continued to be the most profitable bank among our peer
group achieving return on equity base of 15.2%. We also
maintained our leadership position as the country’s most
valuable bank with a market capitalization of Php196.3
billion at year-end. Consistent with previous years, we paid
a cash dividend to our shareholders of Php1.80 per share,
equivalent to a 50% dividend payout ratio.
These returns were achieved while maintaining healthy
capital ratios. Our capital adequacy ratio of 14.25% remained
significantly above the regulatory minimum of 10%. We
submitted our final Internal Capital Adequacy Assessment
Process (ICAAP) document for 2011 to the BSP and an
internal minimum capital adequacy ratio (IMCAR) of 10.25%
was defined to include risks other than credit, market, and
operational risks. A management action trigger (MAT) of
11%, 100 basis points over the required minimum, was
set to prompt the Bank to take the proper action to always
ensure an adequate level of capital. Even our strong capital
base, we have taken the first steps to consider the early
adoption of Basel III rules as announced by the BSP, another
step to strengthen our overall capital adequacy under the
new global standards.

There were a number of initiatives on this front. In
partnership with the WWF-Philippines, BPI embarked on
a Climate Change Adaptation project in 2011. The project
generated city-specific socio-economic baseline data
initially for the cities of Baguio, Cebu, Iloilo and Davao,
which are identified as most likely to be adversely affected
by climate change. Based on the results of the study, the
governing bodies of the four cities were educated on how
to create an adaptive strategy to climate change. Six more
cities are slated to be covered in 2012 as contribution to
urban and climate planning.
We also continued to work on our goal of broadening the
base of financial inclusion. BPI Globe BanKO, our mobilebased microfinance banking arm catering to the lower
income and unbanked groups, further expanded its reach.
Aside from opening five branches in 2011, it implemented a
more extensive ‘community banking’ presence. It partnered
with local outlets that have extensive presence nationwide
in order to reach its target customers in a more costefficient manner. As of the end of 2011, BanKO had over
1,000 accredited, fully operational, partner outlets where
customers can now open bank accounts and perform basic
cash-in and cash-out transactions.
In addition, our Sustainable Energy Finance (SEF)
Program, which is on its third year of partnership with the
International Finance Corporation (IFC), extended Php4.0
billion in loans benefitting the SME sector. These financed
SEF projects had collectively resulted in savings of 142,087
megawatt-hour (MWh) of energy, the production of 208,206
MWh of clean energy, and a decline in carbon emission by
527,883 tons per year over the past three years.
These sustainability initiatives earned BPI the recognition of
being the first Philippine bank to be shortlisted in the 2011
Financial Times/IFC Sustainable Finance Awards for the
Sustainable Bank of the Year.

Finally, this above-average industry performance has allowed
us to command a relative premium in the market with an
average price-to-book ratio of 2.2x.

Our sustainability strategy is part and parcel of our overall business objective. We are continuously improving our
metrics to promote these initiatives, even as we explore
more sustainable ways of doing business not only with our
customers, but also with our suppliers and external service
contractors.

Shared Community Values

Sound Corporate Governance

Beyond these financial milestones, we remain committed to
advancing the economic and social conditions of our broader
community with a focus on encouraging sustainability under
its most progressive definition. We have always believed
that, as a financial institution operating in an emerging
market environment, we must take on a proactive role in
addressing the needs of the underserved sectors of our
society. We intend to continue bridging socio-economic gaps
and empower the most vulnerable sectors of the country.
In this way, we also develop new platforms for long-term
growth among a broader base of society and continue
to build trust in our institution among a wider economic
community in the spirit of encouraging inclusive growth.

At the core of BPI’s long-term success is the trust that has
been built across stakeholder groups. We aim to operate
our business with integrity, responsibility, transparency,
and prudence at all times. We continually update our policy
and procedures to adapt to new rules and regulations and
we adhere to recognize progressive corporate governance
principles.
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As part of the Bank’s business contingency measure, BPI
installed a bigger and more robust Business Contingency
Program (BCP) site for critical head office services. This
is to meet the increasing demand for disaster recovery
preparedness of the Bank’s operations.
We also expanded our Risk Control and Self-Assessment
(RCSA) database with a scorecard and more business process
specific assessment templates. Online views for end-to-end
risk assessment by channels and products can now also be
viewed online.
For 2010, we were rated in the silver category in the Institute
of Corporate Directors (ICD) Corporate Governance Scorecard
for Publicly Listed Companies with a rating of 94.9%.
Moving forward we hope to continue our track record of
achieving above-average financial performance and returns
for our shareholders while maintaining strong capital and
risk safeguards and promoting shared value across our
community of stakeholders. We intend to generate a more
inclusive and sustainable growth model over the long term.
With these directives, we hope to further strengthen the
trust that our banking institution has built over 160 years of
operations in the Philippines.
In closing, I thank my fellow Directors for their support in all
of BPI’s undertakings and for providing guidance and sharing
their expertise across a variety of working board committees.
I am also grateful for the dedication and shared commitment
of the entire BPI management team and staff in achieving
the Bank’s strategic goals. I also thank our shareholders
for their confidence in us and for their unwavering belief in
BPI’s potential to create value and remain relevant to the
communities it serves. Finally, I thank our loyal customers
who have stayed with us through all these years. We are
honored to continue serving you and hope to do so with
renewed vigor and dedication.

We aim to operate
our business with
integrity, responsibility,
transparency and
prudence at all times. we
continually update our
policy and procedures
to adapt to new rules
and regulations and
we adhere to recognize
progressive corporate
governance principles.

Thank you for placing your trust in BPI.

JAIME AUGUSTO ZOBEL DE AYALA
Chairman
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