
MESSAGE FROM THE CHAIRMAN AND THE PRESIDENT

BPI CONCLUDED 2013 on a strong note. The 
Bank ended the year with approximately
Php 1.2 trillion in assets, Php 635 billion in loans
and Php 989 billion in deposits. Each of these 
fi nancial metrics increased more than 20%
over that of the prior year. Net income was
Php 18.8 billion, a 15% increase over the prior
year, representing an all-time high for the Bank. 
BPI’s return on equity of 18.1% stood highest among 
its peers. The Bank’s robust fi nancial performance 
is supportive of the premium that the stock market 
continues to give to BPI, which ended 2013
as our country’s largest bank in terms of
market capitalization.

BPI’s strong fi nancial results mask what was a 
challenging year in the fi nancial markets, in both 
the Philippines and internationally. The U.S. Federal 
Reserve and other western central banks addressed 
the threat of a deep and prolonged global recession, 
brought about by the global fi nancial crisis of 2008-
09, by injecting tremendous amounts of money 
into the global fi nancial system. The infl ux of such 
money supply lowered interest rates, which in turn 
infl ated prices of assets of all kinds. Over several 
years of declining interest rates, banks the world 
over increased their holdings in securities, which 
rose in value and infl ated their proportion of trading 
gains to total profi ts.

In early 2013, however, we saw this trend reverse. 
The West, and the U.S. in particular, began to see 
early indications of renewed economic growth. 
The U.S. Federal Reserve reacted by hinting at 
“tapering” in the second quarter of 2013. Tapering—
the reduction in the amount of bonds that the 
Fed would purchase in the market—eff ectively 
slows down the increases in the supply of liquidity 
in the fi nancial system. The eff ects of the Fed’s 
pronouncement were felt almost immediately. 
Interest rates in many currencies, taking their cue 
from the U.S. dollar, began to rise. With improved 
economic growth expectations in the West, 
investors began to “rotate” away from Emerging 
Markets in favor of Developed Markets. For banks 
the world over, the second quarter of 2013, with 
interest rates beginning to rise, marked the end of 

the period of increasing profi ts from fi xed income 
securities positions. In fact, banks began to realize 
losses on their securities positions.

We reacted quickly to the prospect of a change 
in the interest rate regime. The Bank reduced the 
size and tenors of its traded securities portfolio, 
which had the eff ect of preserving gains registered 
in the fi rst quarter of 2013. With interest rates 
expected to move up further, the Bank managed 
its book so that a large majority of its loans could 
be repriced within one year, which would allow us 
to take advantage of higher interest rates. On the 
deposit side, we placed increased emphasis on 
growing low-cost deposits, thus helping provide 
a fl oor on the Bank’s net interest margins. Growth 
in the Bank’s assets would have to be derived 
primarily from our loan book, from the assumption 
of credit risk as opposed to interest rate risk. Gains 
in revenues and net income would have to be 
generated by higher loan balances, increases in 
non-interest income other than directional trading 
income and, eventually, higher net interest margins. 

Fortunately, the Philippine economy is growing 
at a pace that supports a strategy that is dependent 
to a large extent on measured growth in the 
intermediation of funds. The Bank’s economists have 
estimated annual GDP growth at 7-8% and infl ation 
at 2-4% over the medium term. The subsequent rise 
in real incomes would allow for greater borrowing 
capacity in an economy which, by Asian standards, 
is underleveraged. This implies that banks in the 
Philippines will have signifi cant room to grow. 
As long as macroeconomic conditions remain 
favorable, BPI will position itself for growth. 

Against this backdrop, in the fourth quarter 
of 2013, we embarked upon a Php 25-billion 
stock rights issue that, when it was completed in 
February 2014, increased the capital of the Bank 
by almost a quarter. The increase in capital will 
allow the Bank to grow at a pace commensurate 
with the expected growth in the Philippine 
economy. The rights issue, the largest capital raise 
completed by BPI in its entire history, was 32% 
oversubscribed, and is testimony to the confi dence 
and support of the Bank’s shareholders.
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The bank adopted the slogan “Let’s make it 
easy” in May 2010. This slogan spoke of the need, 
in a country where 78.5% of the population is 
unbanked, to make banking more accessible. In 
the four years since we have adopted the slogan, 
we have made every effort to be true to it. Since 
then, we have grown our client base by 68%, or 
2.7 million, and we now serve 6.7 million clients. 
A small but growing number of clients bank 
with BPI Globe BanKO, the micro lending joint 
venture between BPI, Globe Telecom and Ayala 
Corporation. 

Expanding the ways by which clients can bank 
with us has been a key driver of growth in our 
client base. Since it introduced automated teller 
machines to the Philippines in 1983, BPI has been at 
the forefront of banking via electronic channels—
online banking, mobile banking, phone banking. 
Today, a significant proportion of our clients are 
enrolled in at least one of our electronic channels, 
and those enrolled are active users of these 
channels. When one adds transactions executed via 
our online, mobile and phone banking applications 
to transactions executed via our automated teller 
and cash acceptance machines, almost 70% of the 
Bank’s 270 million transactions are now executed 
electronically. In contrast, transactions executed 
“traditionally” via a branch teller now account for 
only 30% of the bank’s transactions. Growth in 
electronic channel usage has allowed our front-line 
personnel to devote more time to identifying and 
meeting our clients’ financial needs. Higher and 
more robust transaction volumes should follow.

As the Bank’s client base grows, an ever greater 
percentage of transactions will be executed via 
electronic channels. Recognizing this trend, last 
year we outsourced a large component of our IT 
operations to a world-class vendor. Furthermore, 
we continue to invest in our primary IT platforms 
to achieve scale, availability, and reliability—at low 
cost. We continue not only to invest heavily in 
software applications, particularly the client-facing 
ones that truly differentiate the experience of BPI’s 
clients, but also retain significant control of 
these development initiatives in-house, while 
diversifying our relationships with vendors who 
are best-in-class.

For many of our clients, banking is no longer 
about mere access to financial services—it is about 
using that access to make the kinds of financial 
decisions that improve and enrich lives. Surveys 
confirm what we intuitively know—that our clients 
want the best for themselves and their families. 
It is BPI’s objective to help Filipinos achieve their 
financial objectives by helping them make more 
intelligent and informed financial decisions. In a 
nutshell, we want to help them change the way  

they think about money, so that they can get the 
best out of life. Hence, in March 2014, we adopted 
a new slogan:

“Make the Best Happen”
As a good corporate citizen, we want to make the 
best happen for all our constituencies. BPI Foundation, 
which focuses on entrepreneurship, education and 
the environment, is a very important part of what 
we stand for. The Foundation works to encourage 
entrepreneurship amongst families of Overseas 
Filipino Workers. Every year, working with the 
Department of Science and Technology and 10 leading 
Philippine universities, the Foundation identifies and 
rewards outstanding student scientists in the hope 
that these students will continue to pursue scientific 
work that helps improve lives. Last year, working with 
Habitat for Humanity Philippines, the Foundation 
provided 60 public school teachers with homes in 
Bistekville, Quezon City and Panabo, Davao. 

In the area of environment, BPI Foundation 
has continued to undertake, together with WWF 
Philippines, a study that assesses the risks to business 
faced by the Philippines’ major cities as a result 
of climate change. An earlier phase of the study 
identified Tacloban as particularly vulnerable. Sadly, 
the destruction in Tacloban wrought by Typhoon 
Yolanda proved the study prescient. Finally, the 
Foundation, working with the bank’s human resources 
group, led a fundraising effort for the victims of 
Typhoon Yolanda that saw every peso raised by BPI 
employees matched, peso for peso, by the Bank. 
The fundraising raised over Php 20 million for 
typhoon relief.

Since its founding in 1851, our institution has been 
inextricably linked to the growth of the Philippine 
economy. The prospects we see in our country today 
create tremendous opportunities for BPI. It is our 
intention to take advantage of good macroeconomic 
fundamentals by carefully and systematically 
overlaying scale over what are some of the best 
financial metrics in the Philippine banking industry. If 
we execute properly, we will be the bank that clients 
turn to for their most important financial transactions, 
an employer of choice for those that want to pursue 
a career in banking, and a preferred bank holding 
for investors that appreciate superior risk-adjusted 
returns over the economic cycle. To give life to our 
slogan “Make the Best Happen” is our commitment 
to all our stakeholders, our promise to our nation, and 
the standard to which we hold ourselves.
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