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The Odyssey Funds are Unit Investment Trust Funds (UITFs) and are not bank deposit products. They are not guaranteed by BPI nor by the Philippine Deposit Insurance Corporation (PDIC).  As such, units of participation of the investor in a 
UITF, when redeemed, may be worth more or worth less than his/her initial investment/contributions.  Due to the nature of the investments, yield and potential yields cannot be guaranteed.  Any income or loss arising from market 
fluctuations and price volatility of the securities held by a UITF, even if invested in government securities, is for the account of the investor.  Historical performance, when presented, is purely for reference purposes and is not a guarantee of 
future results. The Trustee is not liable for losses, unless upon willful default, bad faith or gross negligence. For the purpose of lodging, clearing, settlement, and delivery of securities in a Fund, the Trustee is authorized to avail of the services 
of third party institutions such as but not limited to custodians which the Trustee may change or replace without prior notice to or approval from the investors. The Trustee will not be responsible for any loss or damage suffered by the Fund 
as a result of the third parties’ willful default, gross negligence, or evident bad faith. Investors are advised to read the Declaration of Trust for a Fund, which may be obtained from the office of the Trustee, before deciding to invest. For 
inquiries, please call: (632) 907-7032 or (632) 902-7033 or visit www.bpiassetmanagement.com. 

 
To what extent will a global recession affect our country, if it happens? 
  
The Philippine Economy is known to be less dependent on traditional 
global trade. Over the years, our exports as a percentage to GDP have 
been consistently on a decline. Our economy is now being driven largely 
by domestic consumption and services as it now comprise about 70% of 
our GDP. 

The strong business and consumer confidence towards our Government is 
very well supportive of progress in the BPO space and continued growth in 
remittances from overseas workers. 

Increased infrastructure spending by the Government and private sector 
via Public-Private-Partnership (PPP) will contribute to further economic 
expansion.  

Because of this, our country can continue to be resilient even if the US and 
Europe enter into a recession.  

Do you see further downside in the PSEi and how much longer before 
the market turns? 
 
The Philippine Equity market entered into negative territory after US, 
Europe and even BRIC markets have had their corrections and in certain 
instances, officially entered into a bear market (defined as 20% or more 
negative return since the peak this year). Like all other countries, 
developments especially in the US and Europe will dictate when the 
positive sentiment returns. 
 
How have the Odyssey Funds positioned for this?   
 
The Odyssey funds have taken a defensive stance since last month. For the 
Equity funds, we have been taking profits in the market especially in the 
mining sector which is our biggest sector exposure. Likewise, we have also 
increased our cash position in the portfolio. 
 
Consequently, we are looking to rebalance the portfolio focusing on 
companies which have a strong reliance on the domestic economy such as 
consumer, infrastructure and utilities. 
 
What catalysts are we waiting for?  
 
For Europe, we look for the European Union policymakers to approve the 
proposed new powers for the European Financial Stability Fund which 
would help to defend vulnerable countries and provide funding. We also 
should see recapitalization efforts for the affected European Banks. 
 
For the US, lawmakers will need to pass emergency spending measures, 
which President Obama had earlier proposed, in order to generate jobs, 
income and prevent housing prices from pushing lower. We also look for 
the Federal Reserve to ease financial conditions   by keeping interest rates 
low for an extended period of time and possibly increase the purchase of 
US Treasury securities in order to ensure yields stay low especially for the 
longer tenors. 
 
Is there anything we can do locally in order to turn the tide around? 
 
The credit rating of the Philippines has been upgraded in the past few 
months and we are just one step away from being classified as an 
investment-grade country. We earned this upgrade because the rating 
agencies found our economy to have vastly improved and will continue to 
get even better . They cited our substantial and growing foreign exchange 
reserves, lowering trend of debt and budget deficit relative to the 
country’s GDP, confidence in our central bank which has established a 
well-earned credibility of managing inflation and finally, a renewed 
confidence for the new administration’s push for good governance in its 
anti-corruption drive. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Additionally, our consumers have been the key to protecting us from the 
negative effects coming from abroad. New employment opportunities will be 
generated from the field of Business process outsourcing (double to 800k in 5 
years), opening of new tourism venues, more banking and construction 
activities. Because our economic growth is based more on domestic 
consumption (rather than on exports), the Philippines was one of the last few 
countries that foreign investors hang on to for as long as they could. We believe 
that when investors return, we will also be one of the first countries to benefit 
from a surge in investments. 
 
So what should an investor do now? 
 
We believe that equities can resume its upward trend once the external 
headwinds subside. Company earnings will continue to grow into next year 
despite the expected weaker growth from the major developed countries. Both 
the private sector and the public sector are embarking on new and exciting 
projects, to be funded by a growing pool of domestic liquidity in a low interest 
rate environment. We believe that the current weakness is only transient and 
could provide long-term value investors with the window of opportunity to 
invest in quality names that will benefit from the expected growth of our 
economy. 
 
Clearly, the recent sell-off in the equities market was very flow-driven. 
Consequently, it has monetarily overshadowed our strong fundamental story.  
In terms of valuation, if we conservatively assume zero growth (EPS) for 2012 
and ascribe a 11x earnings multiple in which MSCI ex Japan is trading at the 
moment, we can expect the downside to be at 3450 (-6.7%). On the other hand, 
if we ascribe a 14x earnings multiple which is slightly below the 10 year average 
at 15x, we can expect the upside to be at 4400 (+19%). Nonetheless, in a 
volatile market, we have seen that sentiment can push levels lower and ignore 
reasonable value. 
 
We also find good value in local fixed income market where yields have risen 
recently. The backdrop on inflation anticipated to trend lower to next year and 
the government achieving a lower budget deficit this year should see capital 
appreciation adding to the returns of the local fixed income funds. 
 
For the Philippine USD Funds, there is also upside potential as the Philippine 
bonds are currently cheap especially as we move up to investment grade status 
in the medium term. With the US keeping interest rates low until 2013, USD 
funds can also accrue higher coupon than if it were deposited in a regular 
savings account. 
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