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Dear Valued Policyholder,
 
The global economic growth story continued in 2017 as the world registered its 
strongest growth since 2011. Asia contributed to more than half of the world Gross 
Domestic Product (GDP) growth while in the region, the Philippines remains to be 
one of the fastest growing nations as it delivered another stellar economic 
performance in 2017. 
 
Robust domestic demand and investment spending remain supportive of 
Philippine growth. And this was exhibited by the performance of the Philippine 
Stock Index (PSEi), which gained 25.1% in 2017. The Build, Build, Build Infrastruc-
ture program by the government is expected to continue to buoy economic growth, 
aided by a strong consumer and jobs market, and the imposition of the Tax Reform 
Acceleration and Inclusion (TRAIN) Act. Economic growth is normally accompa-
nied by price increases. In 2017, the inflation accelerated 3.2% though it remains 
to be within the Bangko Sentral ng Pilipinas’ (BSP) target. Given higher inflation 
risks, local interest rates trended higher at the year’s close.

While the following pages will give you a more in-depth look at the developments 
that affected both the local and global markets, below is a summary of the fund 
performance:

Name of Fund                                  2017 Return   Currency
High-Water Mark Fund 2019            -1.35%                                 Peso

The Bancassurance agreement between Philam Equitable Life Assurance Co. 
(PELAC) and BDO ended in September 2009. Consequently, while we are no 
longer issuing new policies at BDO branches and the PELAC investment fund 
pool has stopped increasing, we will continue to honor and service in force 
policies that we have previously issued. PELAC remains a stable, well-capitalized 
insurance company, with significant reserves capable of paying all financial 
obligations as they become due.

Philam Life owns 100% of PELAC and is part of the AIA Group Limited, the largest 
independent publicly listed pan-Asian life insurance group.

We would also like to take this opportunity to share with you Philam Life’s overall 
performance in 2017 based on its audited financial statements:  

- Total Assets of PHP259.8 billion
- Net Worth of PHP78.6 billion
- Paid up Capital of PHP2.0 billion
- Gross Premiums of PHP20.2 billion
- Net Income of PHP6.0 billion

We are thankful for your loyalty and continued patronage, and we will continue to 
fulfil our commitments to you. Should you have any inquiries, please do not 
hesitate to call us at (+632) 528-2000 or e-mail us at philamlife@aia.com. You 
may also visit our website at www.philamlife.com or go to the nearest Philam 
Life Customer Service Center for assistance.

GARY OGILVIE
Chief Executive Officer
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PELAC Life Variable Fund 
2017 Annual Report

The emergence of populist sentiment and prospects of higher inflation were key themes at the start of 2017 that were expected to underpin global market develop-
ments for the year. The global economy continued to accelerate, achieving annual growth of 3.7%.   The US Federal Reserve continued to hike interest rates by a total 
of 0.75% during the year. Interest rates largely kept to a range but geopolitical concerns in the Middle East and in North Korea caused periods of market volatility. 
Locally, implementation of the Duterte administration’s economic agenda bolstered domestic expansion. Infrastructure spending and foreign direct investments 
were buoyed by optimism in an economy that continues to be in a favorable demographic position.

The Philippines once again reported strong economic performance in 2017, with GDP growth at 6.6%. Driving the expansion were robust domestic demand and an 
increase in investment activity. Private consumption grew 6.1%, fuelled by strong overseas Filipino worker remittances (+5.3%), while the unemployment rate 
declined to 5.7%. Government spending (+14.3%) and private investment (+8.2%) also contributed to economic growth. On the other hand, a deterioration in the trade 
balance had a negative impact on growth. Weak exports combined with a surge in imports led to a US$29.8 billion trade deficit for the year.  In terms of sector, industry 
(+7.3%) and services (+6.8%) were strong, while agriculture grew at a modest 2.4%. Foreign Direct Investments (FDI) increased by 21.4% to US$10.05 billion. Gross 
International Reserves (GIR) ended the year at US$81.6 billion, representing an 8-month import cover. Inflation accelerated to 3.2% in 2017, up from 1.8% during the 
previous year and still within the 2-4% target range set by the BSP. This overall positive economic backdrop allowed the PSEi to register robust gains, advancing 
25.1% to close the year at 8,558. 
 
A key development towards year-end was the passage of the TRAIN Act. Key provisions of the law were crafted towards supporting infrastructure development, 
ensuring financial inclusion and alleviating poverty.  The Consumer Price Index target range remains at 2-4% for 2018. Meanwhile, execution of the government’s 
‘Build, Build, Build’ program is expected to sustain the increase in investments entering the country. Fitch Ratings upgraded the Philippines’ rating to BBB with a 
stable outlook, highlighting robust domestic demand and rising foreign direct investments as key factors. This action aligns the country’s credit rating with S&P and 
Moody’s.  The Philippine economy is expected to remain strong going into 2018, with GDP growth forecasted at 6-7% for the year. 

General Market Overview

The Local Economy
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The Philippine bond market began the year on cautious footing amid concerns on potential changes in US trade policy and its possible negative impact on the local 
economy, as well as political issues surrounding the new administration. Market interest rates fell from mid-January to February, driven by an improvement in risk 
sentiment. However, interest rates retraced upwards in March as the US Federal Reserve began a series of policy rate hikes. Inflationary concerns and bond supply 
kept local interest rates range bound during the second quarter, with the Marawi situation and the subsequent declaration of Martial Law in Mindanao creating a 
somewhat negative market sentiment.  Local interest rates proceeded to climb steadily during the second half of the year on the back of a large issuance of Philippine 
government bonds, as well as rising US interest rates brought about by improving economic conditions.   
 
The Bureau of Treasury (BTr) issued US$2 billion in 25-year US$ Republic of the Philippines (ROP) bonds with a coupon rate of 3.70% in February. In addition to the 
regular Fixed Rate Treasury Note (FXTN) auctions, the BTr also sold PHP430 billion in Retail Treasury Bonds (RTBs) from two auctions conducted during the year. The 
first was a 3-year, PHP175 billion issuance in March that fetched a coupon rate of 4.25%, while the second was a 5-year, PHP255 billion issuance in November, sold 
at a coupon rate of 4.625%. 
 
Interest rates are expected to continue trending higher in 2018. Locally, higher inflation expectations due to the implementation of the TRAIN Act may prompt the BSP 
to adjust policy interest rates higher.

Equities markets in Asia generally performed well in 2017 and the Philippines was no exception. The PSEi posted a 25.1% gain, mirroring the performance of the Dow 
Jones Industrial Average. The local index closed the year at 8,558, up from the previous year’s close of 6,841. Conditions were ripe for a rally in equities markets 
globally against the backdrop of a synchronized recovery involving the US, Europe, and Asia. US GDP grew 2.3% in 2017, up from 1.5% during the previous year under 
a backdrop of low inflation and low unemployment. As a result, the Philippine equities market underwent a re-rating.  The 12-months forward price-earnings ratio 
of the PSEi rose to ~19x as at end-December 2017 from 16.3x in December 2016.
 
The total value of announced equity offerings (which includes Initial Public Offerings (IPO), Additional Offerings and Stock Rights Offerings (SRO)) declined to US$1.97 
billion in 2017 from US$3.22 billion during the previous year.  This is partly due to a high base as there were two particularly large IPOs (Cemex Holdings Philippines 
and Pilipinas Shell) and one large SRO (BDO) announced in 2016.

Local Fixed Income Market

Equities Market
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Global Fixed Income Market

PELAC’s unit-linked funds are managed by Philam Life’s team of investment professionals who have 20 to 30 years of experience and expertise in the field of fund management.  As of December 
31, 2017, total assets under management reached over PHP51.9 million, excluding those of other Philam affiliates. Philam Life combines its expertise with the strength of its senior management 
to manage portfolios effectively to achieve favorable returns.

FUND MANAGERS

World GDP growth was the strongest reported since 2011. The International Monetary Fund (IMF) acknowledged that while advanced economies performed better 
than expected, Asia remains the fastest growing region, accounting for more than half of world GDP. The US continued to expand at a moderate pace, resulting in a 
stronger labor market and higher inflation.  The 10-year US Treasury yield traded in a relatively tight range during the year, touching a high of 2.63% in March and a 
low of 2.04% in September, and closing the year at 2.40%. Yields on shorter-tenor US Treasury bonds adjusted higher compared to their longer-tenor counterparts 
– an effect of the interest rate hikes implemented by the Federal Reserve throughout the year.  In the Eurozone, the 10-year Germany government bond yield traded 
at a low of 0.15% in April and reached a high of 0.60% in July, before ending the year at 0.43%.  Meanwhile, US$ Republic of the Philippines (ROP) bonds continued to 
track the movement of US Treasuries, with the 10-year ROP bond yield reaching a high of 3.35% in March, a low 2.70% in September, then settling at 2.98% by 
yearend.
 
Monetary policy remains broadly accommodative globally. An improvement in the European economy prompted the European Central Bank (ECB) to signal a 
reduction in its stimulus program.  The Japanese economy was stronger than expected, and with inflation remaining below target, the Bank of Japan continued to 
keep policy rates at very low levels.  The US Federal Reserve delivered three interest rate hikes in 2017, raising the policy rate by a total of 0.75% to 1.50% by year-end.  
In 2018, the Fed is expected to continue raising policy rates, with the market anticipating a total of .50-0.75% in hikes for the year.



PELAC 
Variable Unit-linked Fund

December 31, 2017

      

Cash and cash equivalents

Financial assets at FVPL*

Loans and receivables

Accrued income

Other assets

Total Assets

      

Net Asset Value (NAV)

*Fair Value Through Profit or Loss

  $1,099,667 

-
-

 -
 $1,099,667

 -
 -
-

$ 1,099,667

In Original Currency High-Water Mark Fund 2019

     ASSETS

      
Accounts payable and
accrued expenses

 LIABILITIES

Total Liabilities

STATEMENT OF ASSETS AND LIABILITIES



Fund Description

Fund Performance* PORTFOLIO MIX* (as of Dec 31, 2017)

PORTFOLIO STATISTICS (as of Dec 31, 2017)

NAVPU SINCE INCEPTION

The PELAC High-Water Mark (HWM) Fund 2019 is a USD-denominated single-asset fund that locks in the highest NAVPU of the fund at maturity. The fund is invested in a 
10-year structured note issued by Barclays Bank PLC, which is exposed to various asset classes and markets, such as global and emerging market equities and bonds. On a 
daily basis, the note allocates its exposure between risky and risk-free assets to maximize returns while ensuring that the highest NAVPU is protected at maturity.

NAV in USD              1,099,667            
NAVPU               1.2028
Remaining Life (in years)             1.53 

* Fund returns are calculated based on NAVPU
   Past performance is not indicative of future performance.

* Based on Audited Financial Statement. NAV is net 
   of 2.2% administrative charge.

PELAC HIGH-WATER MARK FUND 2019 
(or Preferred Dollar Yield Protect) 

Fund Inception Date: July 14, 2009

             Mutual Fund                                                % of Portfolio
Aberdeen Global World Equity Fund              35.00% 
Aberdeen Global EM Equity Fund                  7.50% 
BlackRock Global Funds - Global SmallCap Fund                7.50% 
Parvest US Dollar Bond Fund                16.00% 
Pimco Total Return Bond Fund                16.00% 
MFS Meridian EM Debt Fund                  8.00% 
PIMCO Funds Glb Investors - Glb Real Return Fund              10.00% 

2017 Return           -1.35%
2016 Return           -1.20%
2015 Return           -0.05%
2014 Return             0.73%
2013 Return           -3.73%
2012 Return             5.06%
3 Years Return (annualized as of Dec 31, 2017)        -0.87%
5 Years Return (annualized as of Dec 31, 2017)         -1.13%
Return since Inception (annualized as of Dec 31, 2017)          2.16%
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DISCLOSURE STATEMENT

Readership: This document is intended solely for the addressee(s). Its 
content may be legally privileged and/or confidential. This material is only 
valid if distributed in the Philippines

Opinions: Any opinion expressed in this document may be subject to change 
without notice. We are not soliciting or recommending any action based on 
this material

Risk Warning: Past performance is not indicative of future results. Our 
investment management services relate to a variety of investments, each of 
which can fluctuate in value. The value of portfolios we manage may fall as 
well as rise, and the investor may not get back the full amount originally 
invested.  The investment risks vary between different types of instruments.  
For example, for investments involving exposure to a currency other than that 
in which the portfolio is denominated, changes in the rate of exchange may 
cause the value of investments, and consequently the value of the portfolio, to 
go up or down.  In the case of a higher volatility portfolio, the loss on 
realization or cancellation may be very high (including total loss of 
investment), as the value of such an investment may fall suddenly and 
substantially. 

In making an investment decision, prospective investors must rely on their 
own examination of the merits and risks involved. 

Unless otherwise noted, all information contained herein is sourced from 
Philam Life internal data. 

The content included herein has been shared with various in-house 
departments within the member companies of Philam Life, in the ordinary 
course of completion.  All Philam Life member companies comply with the 
confidentiality requirements of their respective jurisdictions. Parts of this 
presentation may be based on information received from sources we consider 
reliable.




