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- To Diversify or not

| Quotes

“1 thmk mternatlonallsatlon
is unavo:dable S

“There is no eSCaping the | .
 process of globalization.”

“In efforts to diversify risk and
. enhance returns participation in
A~vvforeign markets by institutional
~investors has mcreased
= exponentlally o

et (the“Cent'raI» Bank) must

~continually scan the local, global

“and reglonal enwronments I
-~ and respond in advance or at .
'.Ieast on tlme s N




To Diversify or not

| Key Considerations

e Commumty wrde coverage
. Matchmg members beneflt expectatrons
o Mlmmlsmg shortfalls | Fo
. I\mmmlsmg volatlllty
e Longer term budget balancmg |

. Balancmg polltlcal conS|derat|ons |




- To Diversify or not -

| Possible (Beneﬁcial) Side Effects -

e lmproved corporate governance | |
'o IVIore developed capltal markets = Access to caprtal -
R »{;j’ More developed mdrvrdual savrngs markets
N Stocks and Bonds )
Y Mutual Funds |
. tnsurance retated servrces _
. Bankmg servrces s

; . Ultlmately Iess state depe"dence ’ R




To Diversify or not

| | Efficient Frontier - 7 years to Jun-96

Equity Portfolios MSCI World and ASEAN
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To Diversify or not

| Efficient Frontier — 7 years to Jun-99

Equity Portfolios MSCI World and ASEAN -

N 100% World




To Diversify or not

| ASEAN Currencies
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To Diversify or not

| ASEAN Stock Markets

Local Currency Terms I
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" To Diversify or not

| Rlsk Charactenstlcs for the Phlhppmes

Returns |

5 Years’ Return in PHP % 10 Years’ Return in PHP %

Manila Composite | 95 145.6

. _MSCiworld . 1842 - 343.0
V91DT-bms .- 816 368.5

VStandard Dewatlon “
- - R . 10 Years Annualised %
Manila Cozmpoéite, S | 368
- Msciworld 175
91D T-bils - 14

Correlation
T '-Manna-compositég MSCIWorld 91D T-bills
~Manila Composite 1~ S
- MsCiWorld 06 1

91D T-bills~ 00 01




To Diversify or not

| Different Portfollos

Returns

70% T-bills & _
30% Mamla Compos:te |

'M%Tmm
20% Manila Composute &
10% MSCI World

| Standard Dewatlon

70% T-bills &

- 30% Manila Composite
70% T-bills |
20% Manila Composite &
10% MSCI World

- 3 Years Return

in PHP %
27.8

417

3 Years

~Annualised %

12.2

8.8

5 Years Return
in PHP %

60.2

78.0

5 Years

Annualised %

10.5

76

10 Years Return
in PHP %

342.4

358.7

10 Years
Annualised %

- 11.2

8.2




To Dwersn‘y ornot -

| Stock Market Index Slzes in ASEAN

| US$~ billion

~ Philippines 323
.,_;,_..{ "’I-jf_f"f57_‘1'_.Sm9apore . 1238
,Thalland L 572
- Jakarta , - 507
S .Kuala Lumpur 149
. us 2T




To Diversify or not

| Social Security Assets

US$ millions

CPF
EPF
Socso
SSS
GSIS
Astek
-TaSpen

48,071

33,287

1,485
3,506
736
7932
700E

1 2808 2 12316




To Diversify or not

| Diversification in the New Environment

15 Year on Year Economic Growth
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- To Diversify or not -

‘| ASEAN Inflation
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To Diversify or not

Global interest rates

6.50 - US 3 month interest rates
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To Diversify or not

| Global Inflation and Investment Returns

30 World CPI YoY Growth %
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