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Sustained Growth, Positive Outlook

MESSAGE FROM THE CHIEF EXECUTIVE OFFICER
Dear Valued Policyholder,

with our net worth at Php 43.87 billion.

2016 was a volatile year for many
around the world. Britain’s exit from the
European Union, coined the “Brexit”;
the anticipated interest rate hikes of
the United States Federal Reserves;
the slowdown of China’s economy; and
the election of Donald J. Trump as the
45th United States of America, were
but some of the major forces that sent
ripples across the globe.

It is this strength, as well as the best-in-class expertise of our
Investment team that you can depend on.

The Philippines was not totally spared
from the global headwinds and had its
share of challenges. Nonetheless, the
Philippine economy remained as one of
the fastest-growing in the Asian region.
The country’s annual Gross Domestic
Product (GDP) grew 6.9 percent in
2016, driven by robust household
spending, which, in turn, was fueled by
remittances, minimal inflation, low interest rates, and improved incomes. Among
the country’s major industries, the Industry showed the highest gains, posting a 7.6
percent rise, followed by Services at 7.4 percent.
Operating in such a rapidly shifting environment proved to be a test of mettle for
many in the financial sector. However, I am proud to say that your Company, Insular
Life, was able to leverage the strength and stability that it has built in its 106 years of
operations. As proof, we saw the phenomenal jump in Insular Life’s net income, from
Php 1.41 billion to Php 3.68 billion, and assets of Php 132.97 billion. Your Company,
moreover, remains as one of the best capitalized in the local life insurance industry,
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I am pleased to report to you that the Wealth Series funds
delivered a solid performance in 2016. Among the nine Wealth
Series funds, Growth Fund posted the most increase, at 3.85
percent, followed by Equity Fund at 3.02 percent. The Balanced
Fund, a mixed exposure of equity and fixed-income assets,
delivered returns of 2.64 percent. Our peso-denominated funds
out-performed the market in general. Specifically, both the
Growth Fund and the Equity Fund’s gains outstripped that of the
Philippine Stock Exchange Index (PSEi), which declined by 1.6
percent. You may read the full details of your funds’ performance
in the succeeding sections.
Moving forward, I would like to re-affirm our commitment to
you to prudently managing the Wealth Funds, while taking wellcalculated moves to deliver the best yields to you.
On behalf of the Management, thank you for your continued trust
in Insular Life as your partner in wealth creation.

NINA D. AGUAS
Chief Executive Officer

FUND MANAGER’S REPORT
PESO FIXED INCOME FUND
FUND PERFORMANCE
Peso Fixed Income Fund ended 2016 with a NAVPU of Php1.87272,
sustaining a decent 1% growth from previous year amid a volatile
bond market environment. Several global as well as local events
happened in 2016 which include “Brexit”, Philippine Presidential
election and the US Presidential election among others. The Fund
continues to invest in a mix of government and corporate bonds
and short-term securities.

MARKET REVIEW AND OUTLOOK

After the US started its rate tightening cycle in December 2015 by
increasing Fed Fund rates by 25 basis points, market remained
cautious in 2016 anticipating the Fed’s next move. Buying appetite
somehow returned after Fed Chair Yellen did suggest that the Fed
anticipates that economic conditions will evolve in a manner that
will warrant only gradual increases in the federal funds rate. The
US continuing to sound supportive of low interest rates gave the BSP
enough room to hold policy rates steady despite a generally upward
trajectory in the inflation number.
Election jitters and the weakening Peso placed investors on defensive
stance looking to reduce positions that also led to last minute selling
ahead of the May 9 national elections. A sigh of relief followed as
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the elections turned out generally peaceful and buying interest
returned particularly on the short to the mid part of the curve. As
election fever faded, the local GS market remained cautious ahead
of the British referendum and generally priced-in a “Remain” vote.
Hence, when results came out to “Exit” the EU, global risk aversion
ensued, diminishing rate hike expectations for the Fed. US Treasuries
(UST) rallied and touched new lows. The local bond market tracked
movements in UST and likewise recorded significant drop in yields
across all tenors.
The Philippine economy posted a higher than expected Q2-2016 GDP
growth of 7.0% YOY, well above market expectations of 6.6-6.8%. This
robust growth was mainly driven by strong domestic demand from
election-related spending. Local bond yields moved slightly lower but
momentum was short-lived as market started to price-in a new bond
supply through the issuance of Retail Treasury Bonds (RTB). The
Bureau of the Treasury successfully issued in September total of P100
billion of the new 10Y RTB with a coupon rate of 3.50% p.a.
In the last quarter of 2016, risk aversion resurfaced stemming from
a potential downside risk that could result from the US Presidential
election in November and from the increasing probability of Fed rate
hike in December. Donald Trump’s victory in the U.S. presidential race
sparked a wave of capital outflows across Southeast Asia including the
Philippines. Most of emerging market currencies and bonds suffered

FUND MANAGER’S REPORT
with the Philippine Peso hitting the P50.00 level against the US Dollar.
Despite higher than expected Q3-2016 GDP growth of 7.1% YOY,
market players remained cautious and chose to stay on the sidelines.
The local bond market continued to be under pressure after the Fed
signalled a faster pace of interest rate increases in 2017 after it did so
by 25bps in December, as market expected. Moving forward, a rising
interest rate environment would be challenging for bond portfolios.
We expect yields to remain volatile while trading appetite will likely
center in the short-end and most liquid part of the local yield curve.

FIXED INCOME FUND
Fund Distribution by Market Value

Government Securities
83%

TOP HOLDINGS

Government Securities:

Philippine Government Bond due 21 Mar 2033
Philippine Government Bond due 19 July 2031
Philippine Government Bond due 20 Aug 2024
Philippine Government Bond due 15 Aug 2023
Philippine Government Bond due 21 Apr 2023
Short-term
Securities
10%
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Corporate Securities
7%

FUND MANAGER’S REPORT
EQUITY FUND
FUND PERFORMANCE
The Equity Fund ended the year with a NAVPU of Php 4.4349,
up 3.02% from the previous year. The Fund outperformed the
Philippine Stock Exchange Index (PSEi), which declined by 1.6%
for the year. Volatility of the Fund remained lower at 14.5% versus
the PSEi’s 18.4% (Note: The volatility was based on the annualized
standard deviation of daily returns of the portfolio and the PSEi).
The Fund maintains its exposure across all sectors of the market,
with bias on conglomerates and consumer related stocks. Cash
position of the Fund was 17.1% to cushion against expected
volatility in the coming year.

MARKET REVIEW

Despite the panic in January wherein we saw neighboring equities
markets in Asia being sold off heavily, the local bourse managed to
rally as it tried to breach the 8,000 level once again. We saw the
PSEi drop by as much as 12.5% just on the first three (3) weeks of
the year. The sell-off was mainly due to the perceived weakening of
the global economy amid the economic slowdown in China, and the
plunging crude oil prices.
Bargain hunters began to surface right after as attractive
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valuations became apparent. Increased economic activity due to
election spending, and interest rate cuts in Japan and Europe
propelled the market to bounce back. The peaceful conclusion of
the country’s national elections also contributed to the upbeat
investor sentiment driving the market to sustain its rally. Foreign
funds reemerged as net buyers, enabling the PSEi to record its
2016 peak at 8,102.30 in July.
Global concerns began to weigh down on investor sentiment
throughout the second half of the year. Uncertainties brought
by the Brexit; the escalating tension between the US and China;
and the anticipation of the Fed rate hike, which finally happened
in December; all contributed to the risk aversion in the equities
market. Trump’s presidency and his protectionist stance on trade
also contributed to the negative sentiment given the significant
role of the US in global trade.
The PSEi ended the year at 6,840.64, translating to a year to date
decline of 1.6%.

OUTLOOK

Despite the political headwinds, fundamentals of the Philippine
economy continue to be sound. Volatility in the local equities
market is expected to persist however, given the lingering
uncertainties in the global front. Foreign fund flows remain as key
risk to market performance especially with the Fed projected to
have another round of policy rate hikes in 2017.

FUND MANAGER’S REPORT
EQUITY FUND STOCK LIST
As of December 31, 2016

AC
AEV
AGI
ALI
AP
BDO
BPI
DMC
DNL
EDC
EEI
EW
FDC
FGEN
FLI
FPH
GLO
GTCAP
ICT
JFC
JGS
LPZ
MAXS
MBT
MEG
MER
MPI
MWC
MWIDE
PBB
PCOR
PGOLD
PHEN
RLC
RRHI
SCC
SECB
SM
SMC
SMPH
SSI
TEL
URC
VLL
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Ayala Corporation
Aboitiz Equity Ventures
Alliance Global Inc.
Ayala Land Inc.
Aboitiz Power Corporation
Banco De Oro Universal Bank
Bank of the Philippine Islands
DMCI Holdings, Inc.
D and L Industries, Inc.
Energy Development Corporation
EEI Corporation
East West Banking Corporation
Filinvest Development Corporation
FirstGen Corporation
Filinvest Land Inc.
First Philippine Holdings
Globe Telecoms
GT Capital Holdings, Inc.
International Container Terminal Services, Inc.
Jollibee Foods Corporation
JG Summit Holdings, Inc.
Lopez Holdings, Inc.
Max’s Group, Corp.
Metrobank and Trust Co.
Megaworld Corporation
Manila Electric Co.
Metro Pacific Investments, Corp.
Manila Water Co.
Megawide Construction Corp.
Philippine Business Bank
Petron Corporation
Puregold Price Club, Inc.
PHINMA Energy Corp.
Robinsons Land Corporation
Robinsons Retail Holdings, Inc.
Semirara Mining Corporation
Security Bank Corporation
SM Investments Corp.
San Miguel Corporation
SM Prime Holdings, Inc.
SSI Group, Inc.
PLDT, Inc.
Universal Robina Corporation
Vista Land and Lifescapes, Inc.

Sustained Growth, Positive Outlook

EQUITY FUND

Fund Distribution by Market Value

Power & Energy
14.63%
Conglomerates/
Holding Firms
24.33%

Cash and Cash Equivalents
17.08%

Transport Services
2.30%
Utilities 0.99%
Infrastructure
2.25%

Property
10.43%
Consumer &
Consumer Related
17.58%

Communications
3.60%
Banks/Financial
6.81%

FUND MANAGER’S REPORT
GROWTH FUND
FUND PERFORMANCE

Growth Fund NAVPU closed 2016 with a NAVPU of Php1.6212, 3.85%
up from the previous year. The Fund outperformed the Philippine
Stock Exchange Index (PSEi), which declined by 1.6% for the year.
Volatility of the Fund was lower at14.9% versus the PSEi’s 18.4%
(Note: The volatility was based on the annualized standard deviation
of daily returns of the portfolio and the PSEi).
The Fund remained overweight on companies exposed in consumer,
retail, and power sectors, all of which were believed to outperform the
market during the period. Cash position of the Fund was 16.0% to be
defensive against expected volatility in 2017.

Global concerns began to weigh down on investor sentiment
throughout the second half of the year. Uncertainties brought by the
Brexit; the escalating tension between the US and China; and the
anticipation of the Fed rate hike, which finally happened in December;
all contributed to the risk aversion in the equities market. Trump’s
presidency and his protectionist stance on trade also contributed to the
negative sentiment given the significant role of the US in global trade.

MARKET REVIEW

The PSEi ended the year at 6,840.64, translating to a year to date

Despite the panic in January wherein we saw neighboring equities
markets in Asia being sold off heavily, the local bourse managed to
rally as it tried to breach the 8,000 level once again. We saw the PSEi
drop by as much as 12.5% just on the first three (3) weeks of the year.
The sell-off was mainly due to the perceived weakening of the global
economy amid the economic slowdown in China, and the plunging
crude oil prices.
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Bargain hunters began to surface right after as attractive valuations
became apparent. Increased economic activity due to election
spending, and interest rate cuts in Japan and Europe propelled the
market to bounce back. The peaceful conclusion of the country’s
national elections also contributed to the upbeat investor sentiment
driving the market to sustain its rally. Foreign funds reemerged as net
buyers, enabling the PSEi to record its 2016 peak at 8,102.30 in July.
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decline of 1.6%.

OUTLOOK

Despite the political headwinds, fundamentals of the Philippine
economy continue to be sound. Volatility in the local equities market
is expected to persist however, given the lingering uncertainties in
the global front. Foreign fund flows remain as key risk to market
performance especially with the Fed projected to have another round
of policy rate hikes in 2017.

FUND MANAGER’S REPORT
GROWTH FUND STOCK LIST
As of December 31, 2016

AC
AEV
AGI
ALI
AP
BDO
BEL
CIC
DMC
DMPL
DNL
EDC
EEI
EW
FGEN
FPH
GLO
GTCAP
ICT
JGS
LPZ
MAXS
MBT
MEG
MPI
MWIDE
NIKL
PBB
PCOR
PGOLD
PHEN
PX
PXP
RFM
RLC
RRHI
RWM
SCC
SECB
SM
SMC
SMPH
SSI
URC
VLL
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Ayala Corporation
Aboitiz Equity Ventures, Inc.
Alliance Global Inc.
Ayala Land, Inc.
Aboitiz Power Corporation
Banco De Oro Universal Bank
Belle Corporation
Concepcion Industrial Corporation
DMCI Holdings, Inc.
Del Monte Pacific Ltd.
D and L Industries, Inc.
Energy Development Corporation
EEI Corporation
East West Banking Corporation
FirstGen Corporation
First Philippine Holdings
Globe Telecoms
GT Capital Holdings, Inc.
International Container Terminal Services, Inc.
JG Summit Holdings, Inc.
Lopez Holdings
Max’s Group, Inc.
Metropolitan Bank and Trust Company
Megaworld Corporation
Metro Pacific Investments
Megawide Construction Corp.
Nickel Asia Corp.
Philippine Business Bank
Petron Corporation
Puregold Price Club, Inc.
PHINMA Energy Corp
Philex Mining
Philex Petroleum Corporation
RFM Corporation
Robinsons Land Corporation
Robinsons Retail Holdings, Inc.
Travellers International Hotel Group, Inc.
Semirara Mining Corporation
Security Bank Corporation
SM Investments Corp.
San Miguel Corporation
SM Prime Corporation
SSI Group, Inc.
Universal Robina Corporation
Vista Land and Lifescapes, Inc.
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GROWTH FUND

Fund Distribution by Market Value

Power & Energy
16.35%

Banks/ Financial
8.03%

Cash and Cash
Equivalents
16.02%
ConsumerManufacturing
21.97%

Conglomerates/
Holding Firms
20.51%
Mining
1.53%

Property
9.60%

Infrastructure/
Telecommunications
2.81%
Transport Services
2.84%
Tourism
0.34%

FUND MANAGER’S REPORT
SELECT EQUITIES FUND
FUND PERFORMANCE

SEF NAVPU closed 2016 at Php0.8061, down by 5.81% from the
previous year. The Fund lagged the Philippine Stock Exchange Index
(PSEi), which declined by 1.6% for the year. Underperformance
was mainly due to significant headwinds faced by some of the
component stocks particularly in the telecommunications sector.
SEF volatility was higher at 18.7% versus the PSEi’s 18.4% mainly
due to its concentration in fewer stocks (Note: The volatility was
based on the annualized standard deviation of daily returns of the
portfolio and the PSEi).

MARKET REVIEW

Despite the panic in January wherein we saw neighboring equities
markets in Asia being sold off heavily, the local bourse managed to
rally as it tried to breach the 8,000 level once again. We saw the
PSEi drop by as much as 12.5% just on the first three (3) weeks of
the year. The sell-off was mainly due to the perceived weakening
of the global economy amid the economic slowdown in China, and
the plunging crude oil prices.
Bargain hunters began to surface right after as attractive
valuations became apparent. Increased economic activity due to
election spending, and interest rate cuts in Japan and Europe
propelled the market to bounce back. The peaceful conclusion of
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the country’s national elections also contributed to the upbeat
investor sentiment driving the market to sustain its rally. Foreign
funds reemerged as net buyers, enabling the PSEi to record its
2016 peak at 8,102.30 in July.
Global concerns began to weigh down on investor sentiment
throughout the second half of the year. Uncertainties brought
by the Brexit; the escalating tension between the US and China;
and the anticipation of the Fed rate hike, which finally happened
in December; all contributed to the risk aversion in the equities
market. Trump’s presidency and his protectionist stance on trade
also contributed to the negative sentiment given the significant
role of the US in global trade.
The PSEi ended the year at 6,840.64, translating to a year to date
decline of 1.6%.

OUTLOOK

Despite the political headwinds, fundamentals of the Philippine
economy continue to be sound. Volatility in the local equities
market is expected to persist however, given the lingering
uncertainties in the global front. Foreign fund flows remain as key
risk to market performance especially with the Fed projected to
have another round of policy rate hikes in 2017.

FUND MANAGER’S REPORT
COMPOSITION OF SEF AS OF
29 DECEMBER 2016 IS AS FOLLOWS:
AC
AGI
ALI
BDO
BPI
GLO
GTCAP
JFC
JGS
MBT
MEG
MPI
SECB
SM
SMPH
TEL
URC

Ayala Corporation
Alliance Global Inc.
Ayala Land Inc.
Banco De Oro Universal Bank
Bank of the Philippine Islands
Globe Telecoms
GT Capital Holdings, Inc.
Jollibee Foods Corporation
JG Summit Holdings, Inc.
Metrobank and Trust Co.
Megaworld Corporation
Metro Pacific Investments, Corp.
Security Bank Corporation
SM Investments Corp.
SM Prime Holdings, Inc.
PLDT, Inc.
Universal Robina Corporation

SELECT EQUITIES FUND
Fund Distribution by Market Value

Congolomerates/Holding
Firms
35.17%

Consumer
10.88%

Telecommunications
9.16%

Cash & Cash
Equivalents
2.26%

RESERVE LIST
AC
GLO
GTCAP
JFC
JGS
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Aboitiz Equity Ventures, Inc.
Aboitiz Power Corporation
Int’l Container Terminal Services, Inc.
Manila Electric Company
Robinsons Land Corporation

Sustained Growth, Positive Outlook

Bank/Financial
24.98%

Property
17.55%

FUND MANAGER’S REPORT
GUARDIAN FUND (SELECT EQUITIES FUND 2)
FUND PERFORMANCE

SEF2 NAVPU closed 2016 at Php0.7341, down by 8.2% since it was
launched on 17 June 2016. The Fund outperformed the Philippine
Stock Exchange Index (PSEi), which declined by 10.3% for the
comparable period. SEF2 volatility was lower at 7.5% versus the
PSEi’s 16.8% for the comparable period, mainly due to its elevated
cash position in anticipation of a weak market ahead (Note: The
volatility was based on the annualized standard deviation of daily
returns of the portfolio and the PSEi).

Global concerns began to weigh down on investor sentiment
throughout the second half of the year. Uncertainties brought
by the Brexit; the escalating tension between the US and China;
and the anticipation of the Fed rate hike, which finally happened
in December; all contributed to the risk aversion in the equities
market. Trump’s presidency and his protectionist stance on trade
also contributed to the negative sentiment given the significant
role of the US in global trade.

MARKET REVIEW

The PSEi ended the year at 6,840.64, translating to a year to date
decline of 1.6%.

Despite the panic in January wherein we saw neighboring equities
markets in Asia being sold off heavily, the local bourse managed to
rally as it tried to breach the 8,000 level once again. We saw the
PSEi drop by as much as 12.5% just on the first three (3) weeks of
the year. The sell-off was mainly due to the perceived weakening
of the global economy amid the economic slowdown in China, and
the plunging crude oil prices.
Bargain hunters began to surface right after as attractive
valuations became apparent. Increased economic activity due to
election spending, and interest rate cuts in Japan and Europe
propelled the market to bounce back. The peaceful conclusion of
the country’s national elections also contributed to the upbeat
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investor sentiment driving the market to sustain its rally. Foreign
funds reemerged as net buyers, enabling the PSEi to record its
2016 peak at 8,102.30 in July.
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OUTLOOK

Despite the political headwinds, fundamentals of the Philippine
economy continue to be sound. Volatility in the local equities
market is expected to persist however, given the lingering
uncertainties in the global front. Foreign fund flows remain as key
risk to market performance especially with the Fed projected to
have another round of policy rate hikes in 2017.

FUND MANAGER’S REPORT
BALANCED FUND
FUND PERFORMANCE

For the year ended 2016, the Balanced Fund posted a Net Asset
Value Per Unit (NAVPU) of Php2.829745, which translated to a
growth of 2.54% from previous year. The diversified portfolio of
the balanced fund is comprised of investments in the Equity and
Fixed-Income Fund. The strategic allocation of the fund allows it
to maximize earnings from the stock market and at the same time
enjoy the relative safety of less volatile fixed income investments.

MARKET REVIEW AND OUTLOOK

In 2016, the equities market embarked on a roller coaster ride as
the Philippine Stock Exchange Index (PSEi) slid by around 12.5%
at the early part of the year from heavy selling on account of the
perceived weakening of the global economy, an economic slowdown
in China and plunging crude oil prices. As the dust settled, bargain
hunters emerged, enticed by attractive valuations. Being a national
election year, the country benefited from increased economic
activities. The peaceful outcome of the elections and interest rate
cuts in other parts of the world propelled the PSEi to a new high
of 8,102 by midyear. Towards the end of the year, the ride shifted
downward as investors reduced risk assets due to the heightened
uncertainty brought about by several factors such as Brexit, U.S.
– China tensions, the protectionist stance of the Trump presidency
and a looming Fed rate hike.
13
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In the local bond market, the Bangko Sentral ng Pilipinas held
interest rates steady during the early part of the year, influenced
by the U.S. decision to support low rates warranting only gradual
increases. Prior to the national elections, wary investors trimmed
their positions, reducing risk. Nonetheless, buying interest quickly
returned as the elections turned out to be peaceful and market
players returned to the market favoring the mid part of the yield
curve. However, another vote caused market jitters and this was
the “Brexit” vote that surprised many with its outcome, causing
a bid to safety. Following the movements of U.S. treasuries,
local bonds recorded a significant drop in yields. Further, strong
Philippine economic numbers provided additional support before
the new supply of Retail Treasury Bonds flooded the market,
causing market players to price this in. As the Fed raised interest
rates in December, the bond market continued to face downward
pressure after the Fed signaled a faster pace of rate tightening.
The Philippines continues to enjoy sound economic fundamentals,
despite some political headwinds. However, external risks remain
amid the recovering global environment. These uncertainties may
lead to enhanced volatility in the local equity and bond markets
moving forward.

FUND MANAGER’S REPORT
BALANCED FUND

Fund Distribution by Market Value

Equities
49%

Fixed Income
51%
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FUND MANAGER’S REPORT
DOLLAR FIXED INCOME FUND
FUND PERFORMANCE

In 2016 ROPs were on a steady course with prices ascending until
just about after the first half. However, the positive trend reversed
towards yearend as prices stumbled on heightened market volatility
due to interest rate expectations, U.S. presidential election results
as well as global external shocks. The Dollar Fixed Income Fund,
consisting mainly of Philippine sovereign bonds ended the year
with a Net Asset Value Per Unit (NAVPU) of USD1.490371, down
(0.88%) year-on-year.

MARKET REVIEW

The year 2016 was an eventful year that had its share of ups
and downs. ROPs prices continued to track the movements of
U.S. Treasuries, enjoying highs as investors flocked to safe haven
assets during uncertain periods. These were when the world’s
central banks adopted monetary easing policies and the Fed took a
dovish outlook, influenced by financial market turmoil and global
weakness. Around midyear, BREXIT caught many off guard and
tempered the risk appetite of the market as concerns surfaced. Yet
another surprise was the victory of President Donald Trump in the
U.S. elections in November. This outcome and the uncertainty of
the impact of President Trump’s hard-line economic policies on the
U.S. and the global economy triggered a massive sell-off in USTs,
causing prices to plummet. Lastly, the Fed finally delivered on its

15
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forecast and raised interest rates by 25 basis points at its December
FOMC meeting as supported by improving U.S. figures.
Domestically, the Philippines continued to enjoy favorable economic
fundamentals. For the full year 2016, the economy grew by 6.8%,
supported by fiscal stimuli, resilient OFW remittance growth, an
expanding outsourcing industry and rising investments. The upbeat
sentiment on the Philippine economy provided support for the new
ROP 41 issued in March, which saw huge interest from the market.
Towards midyear, the country held its own presidential elections and
witnessed Rodrigo Duterte win by a landslide. Investors watched
closely as the new administration carried on the macroeconomic
policies from its predecessor. Notwithstanding the positive local
backdrop, there were still headwinds that the country faced during
the year. Some of these were the impact of El Niño on agriculture, a
precarious power supply situation, moderation in both remittances
and BPO revenues, as well as mounting concern over extra-judicial
killings in the war against drugs.

OUTLOOK

Moving forward, emerging markets are expected to continue taking
its cue from the developments in the U.S. markets, especially in
the timing and frequency of interest rate hikes by the Fed. Adding
volatility to the mix are other external factors such as global growth
issues and geopolitical risks that will keep the market on the
defensive.

FUND MANAGER’S REPORT
DOLLAR FIXED INCOME FUND
Fund Distribution by Market Value

10 to 15 years
22.91%

TOP HOLDINGS

Republic of the Philippines 2034
Republic of the Philippines 2031
Republic of the Philippines 2030
Republic of the Philippines 2041
Republic of the Philippines 2024

7 to 10 years
23.44%

Longer than 15 years
31.51%

5 to 7 years
1.39%
1 to 5 years
11.69%
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Short-term Investments
9.06%

I NDEPENDENT A UDITORS’ R EPORT
THE BOARD OF TRUSTEES

The Insular Life Assurance Company, Ltd.
OPINION
We have audited the accompanying financial statements of
Insular Life Wealth Series Funds (the “Funds”), which comprise
the statements of financial position as at December 31, 2016 and
2015, and the statements of comprehensive income, statements of
changes in net assets attributable to unitholders, and statements
of cash flows for the years then ended, and a summary of significant
accounting policies and other explanatory information.
In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Insular Life
Wealth Series Funds as at December 31, 2016 and 2015, and its
financial performance and its cash flows for the years then ended
in accordance with Philippine Financial Reporting Standards
(PFRSs).
BASIS FOR OPINION
We conducted our audits in accordance with Philippine Standards
on Auditing (PSAs). Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are
17
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independent of the Funds in accordance with the Code of Ethics
for Professional Accountants in the Philippines (Code of Ethics)
together with the ethical requirements that are relevant to our
audit of the financial statements in the Philippines, and we have
fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.
RESPONSIBILITIES OF MANAGEMENT AND THOSE
CHARGED WITH GOVERNANCE FOR THE FINANCIAL
STATEMENTS
Management is responsible for the preparation and fair presentation
of the financial statements in accordance with PFRSs, and for such
internal control as management determines is necessary to enable
the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible
for assessing the ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends
to liquidate the Funds or to cease operations, or has no realistic
alternative but to do so.

I NDEPENDENT A UDITORS’ R EPORT
Those charged with governance are responsible for overseeing the
financial reporting process.
AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
FINANCIAL STATEMENTS
Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with PSAs will always detect a material
misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these financial statements.
As part of an audit in accordance with PSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:
• Identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain
18
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audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
• Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the internal control.
• Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related disclosures
made by management.
• Conclude on the appropriateness of management’s use of the
going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the ability to continue
as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause
the Funds to cease to continue as a going concern.

I NDEPENDENT A UDITORS’ R EPORT
• Evaluate the overall presentation, structure, and content of
the financial statements, including the disclosures, and whether
the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.
We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

RESTRICTION ON DISTRIBUTION AND USE
This report is intended solely for the information and use of the
board of trustees and management of The Insular Life Assurance
Company, Ltd. and for submission to the Insurance Commission
and should not be used for any other purpose.

Djole S. Garcia

Partner
CPA Certificate No. 0097907
SEC Accreditation No. 1285-AR-1 (Group A),
May 12, 2016, valid until May 12, 2019
Tax Identification No. 201-960-347
BIR Accreditation No. 08-001998-102-2015,
November 25, 2015, valid until November 24, 2018
PTR No. 5908702, January 3, 2017, Makati City
March 23, 2017
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Insular Life Wealth Series Funds
NOTES TO FINANCIAL STATEMENTS

1.

Investment Fund Information

On February 14, 2005, the Insurance Commission (“IC”)
approved the license of The Insular Life Assurance Co., Ltd.
(the “Company”) to sell variable-unit linked (“VUL”) insurance
contracts, a life insurance product that is linked to investment
in Insular Life Wealth Series Funds (the “Separate Funds”).
The Separate Funds of the Company consisted of Philippine
Peso (“Peso”) Investment Funds which include Balanced
Fund, Peso Fixed Income Fund and Equity Fund (established
and launched to the public on March 8, 2005), and United
States Dollar (“Dollar”) Investment Funds which include Dollar
Fixed Income Fund (established and launched to the public
on September 24, 2007). The other Peso Investment Funds
which include Growth Fund, Strategic Resources Fund, Asian
Emerging Companies Peso Fund, Philippine Equity Advantage
Fund Tranche 1, Philippine Equity Advantage Fund Tranche 2,
Select Equities Fund, Peso Money Market Fund and Select
Equities Fund 2 were established and launched to public
in February 2011, October 2011, September 2012, February
2014, April 2014, January 2015, January 2016, and June
2016, respectively. The other Dollar Investment Funds which
include China Prime Fund Tranche 1, China Prime Fund Tranche
2, Asia Dynamic Equity Fund, Asian Emerging Companies
Dollar Fund, Euro Blue Chips Dollar Fund, and Dollar Money
Market Fund were established and launched to the public in
June 2012, July 2012, February 2013, May 2013, July 2014,
and January 2016, respectively.
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The Strategic Resources Fund, Strategic Energy Fund, and
Greater China Fund matured in October 2016, November
2015, and March 2015, respectively.
Following are the investment objectives of the Separate
Funds:
Peso Investment Fund
Balanced Fund
This is a fund that simultaneously provides long-term growth
and steady income. It invests in prime-rated stocks that
are listed in the Philippine Stock Exchange (“PSE”) and in
government securities, bonds issued by, and term loans
extended to prime Philippine corporations and short-term
money market instruments.
Fixed Income Fund
This is a fund that invests in debt obligations and debentures
issued by corporations, or by the government. These include
government securities, fixed income instruments issued
by Philippine corporations and short-term money market
instruments.
Equity Fund
This is a fund that provides long-term total return and capital
appreciation by investing primarily in dividend-paying shares of

Insular Life Wealth Series Funds
NOTES TO FINANCIAL STATEMENTS

local companies with large capitalization and growth potential,
and which are listed in the PSE. It also invests in short-term
money market instruments.
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capitalization, and average monthly turnover will all be taken
into consideration.

Growth Fund
This is a fund that provides long-term growth and capital
appreciation by investing largely in medium to largely
capitalized listed companies in the PSE leaning towards those
with significant growth potential. It also invests in short-term
money market instruments.

Money Market Fund
This is a fund designed to provide stable returns while
maintaining adequate liquidity through investments in peso
denominated short-term securities. This is a very conservative
fund with low risk classification given that the investments
entered into are comprised mainly of cash and near-cash
investments.

Select Equities Fund
This is a fund that provides long-term portfolio growth from
capital appreciation by primarily investing in ten (10) of the
most liquid and well-capitalized dividend-paying stocks
listed in the PSE. It also invests in short-term money market
instruments.

Strategic Resources Fund
This is a fund that was offered for a limited period from
August to September 2011. The objective of this fund is to
deliver competitive returns on peso-denominated variable life
insurance by investing in a structured note linked to the global
resources of energy and agribusiness.

Guardian Fund (Select Equities Fund 2)
The Fund is an actively managed fund primarily investing in
ten (10) of the most liquid and well-capitalized dividend-paying
stocks listed in the PSE. It also invests in short-term money
market instruments. The set of rules and criteria that cover
the stock selection process is a continuation of Select Equities
Fund (SEF) wherein dividend payments, free float market

This fund is fully invested in a 5-year, Peso-linked, Dollarstructured note issued by ING Bank N.V. in October 2011.
The structured note provides principal protection at maturity
and an upside potential determined through participation in
the performance of ING customized index which is allocated
between cash and equities of SPDR S&P Oil & Gas Exploration
& Production ETF (XOP US Equity) and Market Vectors
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Agribusiness ETF (MOO US Equity). This fund, with 325,000
total units, matured on October 6, 2016. This fund’s net asset
value per unit (NAVPU) at maturity amounted to Php 1,108.30.
Asian Emerging Fund
This is a fund that was offered for a limited period in September
2012. The objective of this fund is to deliver competitive returns
on peso-denominated variable life insurance by investing in a
structured note linked to the small-capitalized companies in
Asia.
This fund is fully invested in a 7-year, Peso-linked, Dollarstructured note issued by ING Bank N.V. in September 2012.
The structured note provides principal protection at maturity
and an upside potential determined through a participation in
the performance of ING Asian Emerging Companies Index VT
10% Index.
Philippine Equity Advantage Fund - Tranche 1
This is a fund that was offered for a limited period in February
2014. The objective of this fund is to deliver competitive
returns on peso-denominated variable life insurance by
investing in a structured note linked to a custom index exposed
to the Philippine Equity market.
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This fund is fully invested in a 7-year, Peso-Denominated,
Dollar-settled structured note issued by BNP Paribas in
February 2014. The structured note provides principal
protection at maturity and an upside potential determined
through a participation in the performance of Insular Philippine
Equity PHP VT 10% Index.
Philippine Equity Advantage Fund - Tranche 2
This is a fund that was offered for a limited period in April 2014.
The objective of this fund is to deliver competitive returns
on peso-denominated variable life insurance by investing in
a structured note linked to a custom index exposed to the
Philippine Equity market.
This fund is fully invested on a 7-year, Peso-Denominated,
Dollar-settled structured note issued by BNP Paribas in
April 2014. The structured note provides principal protection
at maturity and an upside potential determined through a
participation in the performance of Insular Philippine Equity
PHP 2 VT 10% Index.

Insular Life Wealth Series Funds
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Dollar Investment Fund
Fixed Income Fund
This is a fund that seeks to achieve capital preservation and
provide income growth over a medium to long term period
by investing on a diversified portfolio of Dollar-denominated
fixed income instruments issued mainly by the Philippine
government and prime corporations.
Greater China Fund
This is a fund that was offered for a limited period from
January to February 2010. The objective of this fund is to
deliver competitive returns on Dollar-denominated variable life
insurance by investing in a structured note linked to the growth
markets of Greater China.
This fund is fully invested in a 5-year, Dollar-structured note
issued by Citigroup Funding Inc. on February 22, 2010.
The structured note, which is guaranteed by Citigroup, Inc.,
provides principal protection at maturity and an upside potential
determined through a participation in the performance of
the equity markets of Hong Kong, China, and Taiwan as
represented by the Tracker Fund of Hong Kong (2800 HK
Equity), Hang Seng Investment Index Funds Series - H Share
Index Exchange Traded Fund (2828 HK Equity), and MSCI
Taiwan Index (TAMSCI), respectively. This fund, with 7,228
total units, matured on March 2, 2015. This fund’s net asset
37

Sustained Growth, Positive Outlook

value per unit (NAVPU) at maturity amounted to $1,026.77.
Strategic Energy Fund
This is a fund that was offered for a limited period from
October to November 2010. The objective of this fund is to
deliver competitive returns on Dollar-denominated variable life
insurance by investing in a structured note linked to the credit
of the Republic of the Philippines (“ROP”) and to a basket of
energy equity indices.
This fund is fully invested in a 5-year, Dollar-structured
note issued by ING Bank N.V. on November 16, 2010. In
the absence of a credit event by the ROP or the issuer, the
structured note provides principal protection at maturity plus
an upside potential. The upside potential of the note is derived
through participation in the performance of global energy
indices represented by Energy Select Sector (XLE US Equity)
and Powershares Wilderhill Clean Energy Portfolio (PBW US).
This fund, with 16,300 total units, matured on November 16,
2015. This fund’s NAVPU at maturity amounted to $1,058.60.
China Prime Fund – Tranche 1
This is a fund that was offered for a limited period in June 2012.
The objective of this fund is to deliver competitive returns on
Dollar-denominated variable life insurance by investing in a
structured note linked to the select stock companies in China.
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This fund is fully invested in a 7-year, Dollar-structured note
issued by Citigroup Funding Inc. in July 2012. The structured
note, which is guaranteed by Citigroup, Inc., provides principal
protection at maturity and an upside potential determined
through a participation in the performance of the equity
markets in China as represented by the Tracker Fund of Hang
Seng Investment Enterprises Index (“HSCEI”).
China Prime Fund – Tranche 2
This is a fund that was offered for a limited period in July 2012.
The objective of this fund is to deliver competitive returns on
Dollar-denominated variable life insurance by investing in a
structured note linked to the select stock companies in China.
This fund is fully invested in a 7-year, Dollar-structured note
issued by Citigroup Funding Inc. in July 2012. The structured
note, which is guaranteed by Citigroup, Inc., provides principal
protection at maturity and an upside potential determined
through a participation in the performance of the equity
markets in China as represented by the Tracker Fund of HSCEI.
Asia Dynamic Equity Fund
This fund was offered for a limited period in February 2013.
The objective of this fund is to deliver competitive returns on
dollar denominated variable life insurance by investing in a
structured note that provides exposure to equities listed in Asia
excluding Japan.
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This fund is fully invested in a 7-year, Dollar-structured note
issued by Standard Chartered Bank in March 2013. It provides
payouts from the 1st to the 6th policy anniversary of 0.5% of
the in force single premium and an upside potential at maturity
determined through a participation in the performance of the
Asia Risk Control Investable Index (ARC-I Index).
Asian Emerging Companies Fund
This fund was offered for a limited period in May 2013. The
objective of this fund is to deliver competitive returns on
Dollar-denominated variable life insurance by investing in a
structured note that provides exposure to emerging companies
in Asia through a customized risk-control index called ING
Asian Emerging Companies VT 10% Index.
The fund is fully invested in a 10-year, Dollar-structured note
issued by ING Bank N.V. in May 2013. Maturity benefit of the
note is paid out in four equal payouts on the 7th, 8th, 9th, and
10th anniversary. The payout will include both portion of the
principal and the upside potential observed during the first 7
years through a participation in the performance of the ING
Asian Emerging Companies VT 10% Index.
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Dollar Money Market Fund
This is a fund designed to provide stable returns while
maintaining adequate liquidity through investments in dollar
denominated short-term securities. This is a very conservative
fund with low risk classification given that the investments
entered into are comprised mainly of cash and near-cash
investments.
Euro Blue Chips Dollar Fund
This fund was offered for a limited period in July 2014. The
objective of this fund is to deliver competitive returns on
Dollar-denominated variable life insurance by investing in a
structured note that provides exposure to European Blue-Chip
companies through a customized risk-control index called ING
European Blue-Chip Companies VT 10% Index.
The fund is fully invested in a 7-year, Dollar-structured note
linked to ROP credit issued by ING Bank N.V. in July 2014.
The structured note provides principal protection at maturity
and an upside potential determined through a participation in
the performance of ING European Blue-Chip Companies VT
10% Index.
Balance Fund, Peso Fixed Income Fund, Equity Fund, Growth
Fund, Select Equities Fund, Select Equities Fund 2, and Peso
Money Market Fund (which are all Peso Investment Funds);
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and Dollar Fixed Income Fund and Dollar Money Market
Fund (which are all Dollar Investment Funds) are classified as
“Traditional VUL.”
Strategic Resources Fund, Asian Emerging Companies Fund,
Philippine Equity Advantage Fund Tranche 1, and Philippine
Equity Advantage Fund Tranche 2 (which are all Peso
Investment Funds); and Greater China Fund, Strategic Energy
Fund, China Prime Fund Tranche 1, China Prime Fund Tranche
2, Asia Dynamic Equity Fund, Asian Emerging Companies
Fund, and Euro Blue Chips Dollar Fund (which are all Dollar
Investment Funds) are classified as “Structured VUL.”
The Company entered into Service Level Agreement with a
third-party multinational bank (the “Fund Administrator”)
accredited by the Bangko Sentral ng Pilipinas (“BSP”). Under
this agreement, the Fund Administrator shall perform fund
accounting and valuation services of the Separate Funds.
Custodianship of Separate Funds’ assets is also done by the
said third-party multinational bank accredited by the BSP. The
Company acts as Fund Manager to the Separate Funds.
The financial statements of the Separate Funds, which
were prepared from the accounts maintained by the Fund
Administrator, are provided solely for the Company’s use and
for submission to the IC.
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The financial statements were authorized for issue by the
President and Chief Operating Officer of the Company on
March 23, 2017.

2. Summary of Significant Accounting
and Financial Reporting Policies
Statement of Compliance
The Separate Funds’ financial statements have been prepared
in accordance with Philippine Financial Reporting Standards
(“PFRS”).
Basis of Financial Statement Preparation
The financial statements have been prepared on a historical
cost basis, except for financial assets at fair value through
profit or loss (“FVPL”) which are carried at fair value. The
financial statements are presented in Philippine Peso, which is
the Separate Funds’ functional currency.
The financial statements include the financial statements of
the 18 and 16 Separate Wealth Series Funds as of and for
the year ended December 31, 2016 and 2015, respectively,
namely: Balanced Fund, Peso Fixed Income Fund, Equity
Fund, Growth Fund, Select Equities Fund, Select Equities
Fund 2, Peso Money Market Fund, Strategic Resources Fund,
40

Sustained Growth, Positive Outlook

Asian Emerging Companies Fund, Philippine Equity Advantage
Fund Tranche 1, and Philippine Equity Advantage Fund Tranche
2, which comprise the Peso Investment Funds; and Dollar
Fixed Income Fund, Dollar Money Market Fund, Greater
China Fund, Strategic Energy Fund, China Prime Fund Tranche
1, China Prime Fund Tranche 2, Asia Dynamic Equity Fund,
Asian Emerging Companies Fund, and Euro Blue Chips Dollar
Fund, which comprise the Dollar Investment Funds. Inter-fund
investments are eliminated in full.
Changes in Accounting Policies
The accounting policies adopted are consistent with those of
the previous financial year, except that the Separate Funds
have adopted the following new accounting pronouncements
starting January 1, 2016. Adoption of these pronouncements
is not expected to have a significant impact on the Separate
Funds’ financial position or performance.
• Amendments to PFRS 10, Consolidated Financial Statements,
PFRS 12, Disclosure of Interest in Other Entities, and PAS 28,
Investments in Associates and Joint Ventures - Investment
Entities Applying the Consolidation Exception
• Amendments to PFRS 11, Joint Arrangements - Accounting
for Acquisitions of Interests in Joint Operations
• PFRS 14, Regulatory Deferral Accounts
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• Amendments to PAS 1, Presentation of Financial Statements
- Disclosure Initiative
• Amendments to PAS 16, Property, Plant and Equipment
and PAS 38, Intangible Assets - Clarification of Acceptable
Methods of Depreciation and Amortization
• Amendments to PAS 16, Property, Plant and Equipment and
PAS 41, Agriculture - Bearer Plants
• Amendments to PAS 27, Separate Financial Statements Equity Method in Separate Financial Statements
• Annual Improvements to PFRSs (2012-2014 cycle)
• PFRS 5, Non-current Assets Held for Sale and
Discontinued Operations - Changes in Methods of Disposal
• PFRS 7, Financial Instruments: Disclosures - Servicing
Contracts
• PFRS 7, Financial Instruments Disclosures - Applicability
of the Amendments to PFRS 7 to Condensed Interim
Financial Statements
• PAS 19, Employee Benefits - Regional Market Issue
regarding Discount Rate
• PAS 34, Interim Financial Reporting - Disclosure of
Information ‘Elsewhere in the Interim Financial Report’
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Standards Issued but Not Yet Effective
Pronouncements issued but not yet effective are listed below.
Unless otherwise indicated, the Separate Funds does not
expect that the future adoption of the said pronouncements
to have a significant impact on its financial statements unless
otherwise indicated. The Separate Funds intend to adopt the
following pronouncements when they become effective.
Effective beginning on or after January 1, 2017
• Amendment to PFRS 12, Disclosure of Interest in Other
Entities - Clarification of the Scope of the Standard (Part
of Annual Improvements to PFRSs 2014 - 2016 Cycle)
• Amendments to PAS 7, Statement of Cash Flows Disclosure Initiative
• Amendments to PAS 12, Income Taxes - Recognition of
Deferred Tax Assets for Unrealized Losses
Effective beginning on or after January 1, 2018
• Amendments to PAS 28, Investments in Associates and
Joint Ventures - Measuring an Associate or Joint Venture
at Fair Value (Part of Annual Improvements to PFRSs 2014
- 2016 Cycle)
• Amendments to PAS 40, Investment Property - Transfers
of Investment Property
• Philippine Interpretation IFRIC-22, Foreign Currency
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Transactions and Advance Consideration
• Amendments to PFRS 2, Share-based Payment Classification and Measurement of Share-based Payment
Transactions
• Amendments to PFRS 4, Insurance Contracts - Applying
PFRS 9, Financial Instruments, with PFRS 4
• PFRS 15, Revenue from Contracts with Customers
• PFRS 9, Financial Instruments
PFRS 9 reflects all phases of the financial instruments
project and replaces PAS 39, Financial Instruments:
Recognition and Measurement, and all previous versions
of PFRS 9. The standard introduces new requirements
for classification and measurement, impairment, and
hedge accounting. PFRS 9 is effective for annual periods
beginning on or after January 1, 2018, with early application
permitted. Retrospective application is required, but
providing comparative information is not compulsory. For
hedge accounting, the requirements are generally applied
prospectively, with some limited exceptions.
The adoption of PFRS 9 will have an effect on the
classification and measurement of the Separate Fund’s
financial assets and impairment methodology for financial
assets, but will have no impact on the classification
and measurement of the Fund’s financial liabilities. The
adoption will also have an effect on the Fund’s application
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of hedge accounting and on the amount of its credit losses.
The Fund is currently assessing the impact of adopting this
standard.
Effective beginning on or after January 1, 2019
•
PFRS 16, Leases
Deferred effectivity
• Amendments to PFRS 10, Consolidated Financial
Statements, and PAS 28, Investments in Associates and
Joint Ventures - Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture
The Fund continues to assess the impact of the above new and
amended accounting standards and interpretations effective
subsequent to 2016 on the Separate Funds’ financial statements
in the period of initial application. Additional disclosures
required by these amendments will be included in the financial
statements when these amendments are adopted.
Fair Value Measurement
Financial instruments in the Separate Funds are measured at
fair value at the end of each reporting date. Fair value is the
price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants
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at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset
or transfer the liability takes place in either case as follows:
• In the principal market for the asset or liability; or
• In the absence of a principal market, in the most
advantageous market for the asset or liability.
The principal or the most advantageous market must be
accessible to the Company. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or liability,
assuming that market participants act in their economic best
interest.
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markets for identical assets or liabilities;
• Level 2 - Valuation techniques for which the lowest level
input that is significant to the fair value measurement is
directly or indirectly observable; or
• Level 3 - Valuation techniques for which the lowest level
input that is significant to the fair value measurement is
unobservable.
For assets and liabilities that are recognized in the Separate
Funds’ financial statements on a recurring basis, the Company
determines whether transfers have occurred between levels
in the hierarchy by re-assessing categorization (based on
the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

The Company uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

The Company’s management determines the policies and
procedures for both recurring and non-recurring fair value
measurement.

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorized within the
fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as
a whole:
• Level 1 - Quoted (unadjusted) market prices in active

At each reporting date, the management analyzes the
movements in the values of assets and liabilities of the
Separate Funds which are required to be re-measured or
re-assessed as per the Company’s accounting policies. For this
analysis, management verifies the major inputs applied in the
latest valuation by agreeing the information in the valuation
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computation to contracts and other relevant documents.
For the purpose of fair value disclosures, the Company has
determined classes of assets and liabilities on the basis of the
nature, characteristics and risks of the asset or liability, and the
level of the fair value hierarchy as explained above.
Financial Instruments
The Company recognizes a financial asset or a financial liability
in the statements of financial position when it becomes a party
to the contractual provisions of the instrument.
All regular way purchases and sales of financial assets are
recognized on the trade date, i.e., the date the Company
commits to purchase or sell the financial asset. Regular
way purchases or sales of financial assets require delivery of
financial assets within the time frame generally established by
regulation or convention in the market place.
Financial assets and financial liabilities are recognized initially
at fair value. Transaction costs, if any, are included in the initial
measurement of all financial assets and financial liabilities,
except for financial instruments measured at FVPL.
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Financial liabilities, on the other hand, are classified as either
financial liabilities at FVPL or other financial liabilities, as
appropriate.
The Company determines the classification
of its financial instruments at initial recognition and, where
allowed and appropriate, re-evaluates this designation at every
reporting date.
Financial Assets at FVPL
Financial assets at FVPL include financial assets held-fortrading purposes or designated by management as financial
asset at FVPL at initial recognition. Derivative instruments,
except those covered by hedge accounting relationships, are
classified under this category.
Financial assets are classified as held-for-trading if they are
acquired for the purpose of selling in the near term.
Financial assets are designated as at FVPL by management
on initial recognition when any of the following criteria is met:
• the designation eliminates or significantly reduces the
inconsistent treatment that would otherwise arise from
measuring the financial assets or recognizing gains or
losses on them on a different basis; or
• the assets are part of a group of financial assets, which are
managed and their performance evaluated on a fair value
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basis, in accordance with a documented risk management
or investment strategy; or
• the financial instrument contains an embedded
derivative, unless the embedded derivative does not
significantly modify the cash flows or it is clear, with little
or no analysis, that it would not be separately recorded.
These financial assets are subsequently measured at fair
market value. Realized and unrealized gains and losses
arising from changes in fair market value of financial assets
at FVPL are recognized in the statements of comprehensive
income. Interest earned on debt securities is recognized as the
interest accrues taking into account the effective interest rate.
Dividend income on equity securities is recognized according to
the terms of the contract or when the right to receive payment
has been established.
As of December 31, 2016 and 2015, the Separate Funds’ financial
assets at FVPL consist of debt securities, equity securities, and
inter-fund investments. Inter-fund investments are eliminated
in full in the statements of financial position.
After initial measurement, financial assets which are classified
as financial assets at FVPL are measured at their fair values in
the Separate Funds. The fair value of financial asset is based
on their quoted market prices on a recognized exchange or
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sourced from a reputable counterparty, in the case of nonexchange traded instruments, at the reporting date without
any deduction for estimated future selling costs.
Subsequent changes in the fair value of financial assets at
FVPL are recognized in the statements of comprehensive
income.
Loans and receivables
Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
active markets. These comprise of cash and cash equivalents,
subscriptions receivable, investment income receivable, and
other receivables. After initial measurement, such assets
are subsequently measured at amortized cost using effective
interest rate method less any allowance for impairment.
The effective interest rate amortization and loss arising
from impairment, if any, are recognized in the statements of
comprehensive income.
Derecognition of Financial Assets
A financial asset (or, where applicable, a part of a financial asset
or part of a group of similar financial assets) is derecognized
when the criteria listed are met:
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• the rights to receive cash flows from the financial asset
have expired;
• the Separate Funds retain the right to receive cash flows
from the financial asset, but has assumed an obligation
to pay them in full without material delay to a third party
under a “pass-through” arrangement; or
• the Separate Funds have transferred its right to receive
cash flows from the financial asset and either (a) has
transferred substantially all the risks and rewards of the
financial asset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the financial
asset, but have transferred control of the financial asset.
Where the Separate Funds have transferred rights to
receive cash flows from a financial asset and have neither
transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the financial
asset, the financial asset is recognized to the extent of
the Separate Funds’ continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Separate Funds could be
required to repay.
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Impairment of Financial Assets
The Company assesses at the end of each reporting period
whether there is objective evidence that a financial asset or group
of financial asset in the Separate Funds is impaired. A financial
asset or group of financial assets is deemed to be impaired if,
and only if, there is objective evidence of impairment as a result
of one or more events that occurred after the initial recognition
of the asset (an incurred “loss event”) and that loss event has
an impact on the estimated future cash flows of the financial
asset or group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that a debtor or
a group of debtors is experiencing significant financial difficulty,
default or delinquency in interests or principal repayments, the
probability that they will enter bankruptcy or other financial
reorganization, and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.
Financial assets carried at amortized cost
For financial assets carried at amortized cost, the Company first
assesses individually whether objective evidence of impairment
exists for financial assets in the Separate Funds that are
individually significant, or collectively, for financial assets that
are not individually significant. If the Company determined that
no objective evidence of impairment exists for an individually

Insular Life Wealth Series Funds
NOTES TO FINANCIAL STATEMENTS

assessed financial asset, whether significant or not, it include
the asset in a group of financial assets with similar credit risk
characteristics and collectively assess them for impairment.
Assets that are individually assessed for impairment and for
which an impairment loss is, or continues to be recognized are
not included in a collective assessment of impairment.
If there is objective evidence that an impairment loss has been
incurred, the amount of loss is measured as the difference
between the assets’ carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed
at initial recognition). If a loan has variable interest rate, the
discount rate for measuring any impairment loss is the current
effective interest rate.
The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognized in
the statements of comprehensive income. Interest income
continues to be accrued on the reduced carrying amount and is
accrued using the rate of interest used to discount the future
cash flows for the purpose of measuring the impairment loss.
Loans and receivables together with any associated allowance
are written off when there is no realistic prospect of future
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recovery and all collateral has been realized or has been
transferred to the Separate Funds.
If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognized, the previously
recognized impairment loss is increased or reduced by adjusting
the allowance account. If a write-off is later recovered, the
recovery is credited to the statements of comprehensive
income.
Cash and Cash Equivalents
For the purpose of the statements of cash flows, cash includes
cash in banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of
cash with original maturities of three months or less and that
are subject to an insignificant risk of change in value.
Revenue Recognition
Revenue is recognized when it is probable that the economic
benefits will flow to the Separate Funds and when the revenue
can be measured reliably, on the following bases:
Interest income is recognized on an accrual basis using
the effective interest rate method by applying the rate that
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discounts the estimated future cash receipts over the expected
life of the financial instrument to the net carrying amount
of the financial asset. Interest income on cash and cash
equivalents (“Interest income-deposits” in the statements of
comprehensive income) is disclosed separately from interest
income on debt securities (“Interest income-debt securities” in
the statements of comprehensive income).
Dividend income is recognized when the Separate Funds’ rights
to receive payment has been established. Dividend income
relating to exchange-traded equity investments is recognized
in the statements of comprehensive income on ex-dividend
date. Property dividend is recognized for the amount of cash
dividend alternative with the corresponding debit treated as an
additional investment.
Realized gains and losses on investment arise from sale of
investments while unrealized gains and losses on investments
include marked to market valuation of investment held as of
reporting date.
Expense Recognition
All expenses, including administration, custody, and investment
management fees, are recognized in the statements of
comprehensive income on an accrual basis.
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Administration, custody, and investment management
fees of the Separate Funds are being charged by the Fund
Administrators, Fund Custodians, and the Fund Manager,
respectively, as a percentage of the Separate Funds’ net asset
value before deduction for such expenses and are recognized
in the statements of comprehensive income as they accrue.
Transaction costs include charges by brokers for the purchase
and sell transactions of equity and debt securities and are
recognized in the statements of comprehensive income when
incurred.
Government taxes and fees related to the investment income
of the Separate Funds are charged to the statements of
comprehensive income when incurred.
Foreign Currency Denominated Transactions
Transactions in foreign currencies are recorded using the
exchange rate at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies are restated
using the IC exchange rate. Foreign exchange gains or losses
are taken to the statements of comprehensive income.
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3.

Cash and Cash Equivalents

Cash in banks earns interest at the prevailing bank deposit rates. Cash equivalents are made for varying periods of
between one day and three months and earn interest at the prevailing short-term deposit rates. Interest income on bank
deposits totaled P16,998,473 and P5,596,421 in 2016 and 2015, respectively.
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4. Financial Assets at Fair Value Through Profit or Loss
Investments in Debt Securities
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Investments in debt securities include bonds and structured notes (see Note 8).
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The following tables present the breakdown of investments in debt securities by contractual maturity as of December 31:

Due after one year through five years
Due after five years

Fixed
Income
Fund
P631,943,178
=
1,492,355,437
P2,124,298,615
=

Peso Investment Funds
Philippine
Asian
Equity
Emerging
Advantage
Companies
Fund
Fund*
Tranche 1*
=
P375,471,000
P
= 305,000,000
–
–
=
P375,471,000
P
= 305,000,000

2016
Philippine
Equity
Advantage
Fund
Tranche 2*
P
= 150,000,000
–
P
= 150,000,000

Fixed
Income
Fund
=
P1,010,276,218
2,910,063,123
=
P3,920,339,341

Dollar Investment Funds

China Prime
Fund
Tranche 1*
P199,252,000
=
–
P199,252,000
=

China Prime
Fund
Tranche 2*
=
P87,172,750
–
=
P87,172,750

Asian
Emerging
Companies
Fund*
P
=–
498,130,000
P498,130,000
=

Asia
Dynamic
Equity Fund*
=
P149,439,000
–
=
P149,439,000

Euro Blue
Chips Dollar
Fund*
P376,088,150
=
–
=
P376,088,150

Combined
P3,284,642,296
=
4,900,548,560
P8,185,190,856
=

*The contractual maturity disclosed represents the acquisition cost of these securities due to the difficulty in projecting the maturity value of the structured notes based on the best available data.

Peso Investment Funds

Due after one year through five years
Due after five years

Fixed
Income
Fund
=608,040,053
P
1,227,227,197
=1,835,267,250
P

Strategic
Resources
Fund*
=325,000,000
P
–
=325,000,000
P

Asian
Emerging
Companies
Fund*
P
=375,471,000
–
=
P375,471,000

2015
Philippine
Equity
Advantage
Fund
Tranche 1*
=–
P
305,000,000
=305,000,000
P

Philippine
Equity
Advantage
Fund
Tranche 2*
=–
P
150,000,000
=150,000,000
P

Fixed
Income
Fund
=703,029,865
P
1,687,781,070
=
P2,390,810,935

Dollar Investment Funds
China Prime
Fund
Tranche 1*
=188,664,000
P
–
=188,664,000
P

China Prime
Fund
Tranche 2*
=82,540,500
P
–
=
P82,540,500

Asia
Dynamic
Equity Fund*
=141,498,000
P
–
=141,498,000
P

Asian
Emerging
Companies
Fund*
=–
P
471,660,000
P
=471,660,000

Euro Blue
Chips Dollar
Fund*
=–
P
356,103,300
P
=356,103,300

*The contractual maturity disclosed represents the acquisition cost of these securities due to the difficulty in projecting the maturity value of the structured notes based on the best available data.

Interest income from investment in debt securities totaled P179,880,766 and P134,278,764 in 2016 and 2015, respectively.
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Combined
= 2,424,243,418
P
4,197,771,567
P6,622,014,985
=
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Investments in Equity Securities

5.
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• Accrued interest receivable pertains to interest earned on investments in debt securities and short-term investments but not
yet credited to the Separate Funds as of reporting date. Interest rates for such investments range from 1.625% to 10.625% for
both in 2016 and 2015.
• Accrued dividend receivables are noninterest-bearing and pertain to dividends earned on investment in equity securities but
not yet received by the Separate Funds.
• Subscription receivable pertains to value of units subscribed but not yet received as at reporting date.
• Other receivable includes due from Fund Manager and outstanding sales as at reporting period. Inter-fund receivable of Peso
Fixed Income Fund amounting P 1,466,081 and P 1,003,991 in 2016 and 2015, respectively; and inter-fund receivable of Equity
Fund amounting P 1,466,081 and P 1,003,991 in 2016 and 2015, respectively, have been eliminated in full (see Note 6).
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6. Accounts Payable and Accrued and Other Liabilities
December 31, 2016

Accounts payable Due to broker
Due to related party
Accrued and other liabilities:
Management fees payable (Note 7)
Administration fees payable (Note 7)
Custody fees payable (Note 7)
Professional fees payable
Transaction fees payable
Taxes and other payables

Peso Investment Funds

Fixed
Income
Fund

Equity
Fund

Growth
Fund

Select Equities
Fund

Select Equities
Fund 2

Peso Money
Market
Fund

P
=–
–
–

=–
P
1,309
1,309

P
= 19,227,672
1,309
19,228,981

P3,886,944
=
–
3,886,944

P
=–
873,727
873,727

P4,784,833
=
–
4,784,833

P
=–
39,364,823
39,364,823

P
=–
–
–

=–
P
4,390
4,390

P
= 27,899,449
40,245,558
68,145,007

–
63,185
–
–
–
–
63,185
P63,185
=

2,099,078
59,934
24,491
35,033
–
179
2,218,715
=
P2,220,024

10,755,790
283,083
96,058
35,032
47,271
59,468
11,276,702
P30,505,683
=

8,331,251
229,109
76,743
35,033
20,167
6,283
8,698,586
=
P12,585,530

6,650,930
209,029
81,576
35,033
–
5,848
6,982,416
P7,856,143
=

1,731,945
47,628
9,655
15,924
–
9,623
1,814,775
=
P6,599,608

48,304
5,970
–
–
188
–
54,462
P39,419,285
=

3,834,037
140,606
102,833
35,031
–
4,358
4,116,865
P
= 4,116,865

22,215
2,747
–
–
55
–
25,017
=
P29,407

33,473,550
1,041,291
391,356
191,086
67,681
85,759
35,250,723
P103,395,730
=

December 31, 2015

Accounts payable Due to broker
Due to related party
Accrued and other liabilities:
Management fees payable (Note 7)
Administration fees payable (Note 7)
Custody fees payable (Note 7)
Professional fees payable
Transaction fees payable
Taxes and other payables

Dollar Investment Fund
Fixed
Dollar Money
Income
Market
Fund
Fund

Balanced
Fund

Equity
Fund

Growth
Fund

Select Equities
Fund

Dollar Investment
Fund
Fixed
Income
Fund

=–
P
1,309
1,309

=
P1,996,960
1,309
1,998,269

=998,518
P
700,226
1,698,744

P–
=
–
–

=10,449,784
P
52,904
10,502,688

=13,445,262
P
1,242,726
14,687,988

1,888,865
128,497
30,974
74,521
–
–
2,122,857
P
=2,124,166

9,001,941
455,607
80,357
74,521
38,171
18,059
9,668,656
P
=11,666,925

8,452,854
433,229
79,973
74,521
2,900
20,674
9,064,151
=10,762,895
P

7,200,392
411,748
79,156
66,917
9,700
22,591
7,790,504
P7,790,504
=

2,842,481
188,441
79,819
74,689
–
3,937
3,189,367
=13,692,055
P

29,386,533
1,757,183
350,279
365,169
50,771
65,261
31,975,196
=46,663,184
P

Balanced
Fund

Fixed
Income
Fund

P
=–
486,978
486,978
–
139,661
–
–
–
–
139,661
P626,639
=

Peso Investment Funds

Combined

The accounts payable and accrued and other liabilities of Balanced Fund for 2016 and 2015 in the above table are net of inter-fund receivables and payables (see Notes 5 and 7).
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7.

Fees

a) Management fees
Pursuant to the investment management agreement, the Fund
Manager is entitled to receive from the Separate Funds an
investment management fee equal to 1.5% per annum of the net
asset value before deduction of the administration, custody, and
investment management fee, of the Peso Fixed Income Fund and
Dollar Fixed Income Fund; 1.75% per annum of the net asset value
before deduction of the administration, custody, and investment
management fee of the Select Equities Fund, 0.445% per annum
of the net asset value before deduction of the administration, and
investment management fee of the Peso Money Market Fund
and Dollar Money Market Fund; and 2.0% per annum of the net
asset value before deduction of investment management fee
of the Growth Fund, Equity Fund, and Select Equities Fund 2.
The other remaining funds are passively managed. Due to this,
no investment management fee was incurred in 2016 and 2015
related to these funds.
Investment management fees expense amounted to P 367,190,730
and P 313,567,646 in 2016 and 2015, respectively. Investment
management fees payable outstanding as of December 31, 2016
and 2015 amounted to P 33,473,550 and P 29,386,533,
respectively (see Note 6).
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b) Administration fees
Pursuant to the Service Level Agreement, the Fund Administrator
is entitled to receive administration fee payable monthly in arrears
and calculated at 5.5 basis points per annum based on the net
asset value before deduction of the administration, custody, and
investment management fees. Funds without administration fee
incurred in 2016 and 2015 are passively administered.
Administration fees expense amounted to P 12,013,893 and
P 10,283,606 in 2016 and 2015, respectively. Administration
fees payable outstanding as of December 31, 2016 and
2015 amounted to P 1,041,291 and P 1,757,183, respectively
(see Note 6).
c) Custody fees
Pursuant to the Service Level Agreement, the Fund Custodian is
entitled to receive between 2.0 to 3.0 basis points per annum
based on the total portfolio asset value of the Separate Funds.
Structured notes are held at the custody of the Company and as
such there was no custody fee expense incurred for all structured
notes in 2016 and 2015 (see Note 6).
Custody fees expense amounted to P 4,340,956 and P 3,796,834
in 2016 and 2015, respectively. Outstanding balances of custody
fees payable amounted to P 391,356 and P 350,279 as of
December 31, 2016 and 2015, respectively (see Note 6).
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8. Financial Instruments
The following tables summarize the financial instruments by category of the Separate Funds as of December 31:

December 31:

Financial assets
Traditional VULs:
Cash and cash equivalents
Equity securities - quoted
Debt securities - quoted fixed
interest rates
Subscriptions receivable
Investment income receivable
Other receivables
Structured VULs

Financial liabilities
Accounts payable
Accrued and other liabilities*
*Excluding taxes payable amounting =
P 85,759
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Peso Investment Funds
Fair Value through
Loans and
profit or loss
receivables

2016
Dollar Investment Funds
Fair Value through
Loans and
profit or loss
receivables

Total

P–
=
14,073,469,362

P
= 2,704,101,374
–

P–
=
–

P
= 277,453,845
–

P
= 2,981,555,219
14,073,469,362

1,433,043,872
–
–
–
667,239,570
P
= 16,173,752,804

–
13,352,974
24,073,273
18,542
–
P
= 2,741,546,163

2,693,192,522
–
–
–
1,194,709,761
P
= 3,887,902,283

–
351,801
50,156,161
1,246
–
P
= 327,963,053

4,126,236,394
13,704,775
74,229,434
19,788
1,861,949,331
P
= 23,131,164,303

Peso Investment Funds
Other financial
liabilities

2016
Dollar Investment Funds
Other financial
liabilities

Total

P
= 68,140,617
31,027,440
P
= 99,168,057

P
= 4,390
4,137,524
P
= 4,141,914

P
= 68,145,007
35,164,964
P
= 103,309,971
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Financial assets
Traditional VULs:
Cash and cash equivalents
Equity securities - quoted
Debt securities - quoted fixed
interest rates
Subscriptions receivable
Investment income receivable
Other receivables
Structured VULs

Financial liabilities
Accounts payable
Accrued and other liabilities*

Peso Investment Funds
Fair Value through
Loans and
profit or loss
receivables

2015
Dollar Investment Funds
Fair Value through
Loans and
profit or loss
receivables

Total

P–
=
12,910,091,156

P
=1,061,357,849
–

=–
P
–

P377,379,008
=
–

P
=1,438,736,857
12,910,091,156

1,262,154,459
–
–
–
1,000,320,732
P15,172,566,347
=

–
5,318,252
16,665,264
3,452
–
P
=1,083,344,817

1,649,709,571
–
–
–
1,112,094,805
P
=2,761,804,376

–
75,185
30,688,453
283
–
P408,142,929
=

2,911,864,030
5,393,437
47,353,717
3,735
2,112,415,537
P19,425,858,469
=

Peso Investment Funds
Other financial
liabilities

2015
Dollar Investment Funds
Other financial
liabilities

Total

P
=4,185,300
28,724,505
P32,909,805
=

=
P10,502,688
3,185,430
=
P13,688,118

=14,687,988
P
31,909,935
P46,597,923
=

*Excluding taxes payable amounting =
P 65,261

The carrying values of loans and receivables and other financial liabilities approximate their fair values since these are short
term in nature.
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The following table presents the fair value hierarchy of the financial assets at FVPL as at December 31, 2016 and 2015:

The fair values of financial assets at FVPL on Level 1 category are based on the quoted market prices.
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The following table shows the reconciliation of the beginning and ending balances of Level 3 financial assets at
FVPL as of December 31:

There were no transfers within different levels of the fair value hierarchy in 2016 and 2015.
The structured notes can be decomposed into bond components and option components. Fair value of structured notes has been computed
by counterparties using present value calculations and option pricing models as applicable. The valuation requires management to
make certain assumptions about the model inputs particularly the credit spread of the issuer. The model also used certain market
observable inputs including credit default swap (CDS) of the ROP, USD interest rate swap rates (IRS) (for the USD denominated
issuances), and USD/PHP cross currency swap rates (for the PHP-denominated issuances). The probabilities of the various estimates
within the range can be reasonably assessed and are used in management’s estimate of the fair value of structured notes.
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The analysis of the fair market value of the structured notes as of December 31 is performed for the reasonable possible movement in the
significant inputs other than quoted prices included within Level 1, with all other variables held constant, showing the impact to profit
and loss follows:
Significant observable input other than
quoted prices included within Level 1
2016

2015

61

Range level
at yearend

Sensitivity of the input to fair value

ROP CDS level
(3yrs-8yrs)

110 basis
points

USD IRS
(3yrs-8yrs)

167-214
basis
points

PHP IRS
(1yr-6yrs)

345-365
basis
points

ROP CDS level
(3yrs-8yrs)

108 basis
points

USD IRS
(3yrs-8yrs)

141-195
basis points

PHP IRS
(1yr-6yrs)

265-370
basis points

50 basis points increase or decrease in ROP
CDS would result in the decrease and increase
in market value of the note by 18,834,358 and
19,359,842, respectively.
50 basis points increase or decrease in USD IRS
would result in the decrease and increase in
market value of the note by 22,183,560 and
22,767,053, respectively.
50 basis points increase or decrease in PHP IRS
would result in the decrease and increase in
market value of the note by 12,258,041 and
12,532,393, respectively.
50 basis points increase or decrease in ROP CDS
would result in the decrease and increase in
market value of the note by 21,344,867 and
22,044,327, respectively.
50 basis points increase or decrease in USD IRS
would result in the decrease and increase in
market value of the note by 25,804,008 and
26,602,087, respectively.
50 basis points increase or decrease in PHP IRS
would result in the decrease and increase in
market value of the note by 17,163,957 and
17,608,086, respectively.
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The analysis of the fair market value of the structured notes as of December 31 is performed for the reasonably possible
movement in the significant unobservable inputs with all other variables held constant, showing the impact to profit and
loss follows:

Note: The sensitivity is only applied to the bond portion of the structured notes. Further, the results of the sensitivity do not reflect stressed scenarios due to the non-linearity
characteristics of the product.
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Dollar denominated notes

Note: The sensitivity is only applied to the bond portion of the structured notes. Further, the results of the sensitivity do not reflect stressed scenarios due to the non-linearity
characteristics of the product.

The Bank CDS level is based on the closest available CDS maturity of the counterparty matched to the remaining maturity of the
structured notes. Further, the Bank CDS is a proxy for the funding cost of the counterparty which is considered as a significant
unobservable input.
The estimates are based on assumptions that if altered can change the analysis expressed herein. This shall not constitute a
representation or warranty as to future performance of the structured notes. Further, past performance is not indicative of future
results.
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9. Financial Risk Management Objectives and Policies
The financial instruments of the Separate Funds consist mainly of
cash and cash equivalents, financial assets at FVPL, receivables,
accounts payable, and accrued and other liabilities excluding taxes.
The overall risk management program of the Separate Funds
focuses on the unpredictability of financial markets and seeks to
minimize potential adverse effects on financial performance. The
Separate Funds is exposed to credit risk, liquidity risk, equity price
risk, fair value interest rate risk, and foreign currency risk. These
risks arise from open positions in interest rate, currency, and
equity products, all of which are exposed to general and specific
market movements.
Credit risk
Credit risk is the risk that the Separate Funds will incur a loss
because its counterparties failed to discharge their contractual
obligations. The Separate Funds’ exposure to credit risk arises
from default of the counterparty, with a maximum credit exposure
equal to the carrying amount of the financial assets of the
Separate Funds.
As of December 31, 2016 and 2015, all of the Separate Funds’
financial assets are neither past due nor impaired.
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The Separate Funds use a credit rating concept based on the
borrowers’ and counterparties’ overall creditworthiness, as follows:
• Investment grade - rating given to borrowers and counterparties
who possess strong to very strong capacity to meet their
obligations;
• Non-investment grade - rating given to borrowers and
counterparties who possess above average capacity to meet their
obligations.
As of December 31, 2016 and 2015, all of the Separate Funds’
financial assets fall under investment grade category.
Risk concentrations of the maximum exposure to credit risk
The Company’s market risk policy requires it to manage such
risks by setting and monitoring objectives and constraints on
investments, diversification plan, and limits on investment in each
industry or sector.
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The following table presents the Separate Funds’ concentration of credit risk in its debt securities portfolio by
industrial distribution as percentage of total debt securities as of December 31:

Liquidity risk
Liquidity or funding risk is the risk that an entity will encounter difficulty in raising funds to meet commitments associated with financial
instruments. Liquidity risk may result from either the inability to sell financial assets quickly at their fair values, or counterparty failing on
repayment of a contractual obligation or inability to generate cash inflows as anticipated.
The Separate Funds manage liquidity through a group liquidity risk policy which determines what constitutes liquidity risk for the Separate
Funds, specify minimum proportion of funds to meet emergency calls, set up of contingency funding plans, specify the sources of funding
and the events that would trigger the plan, and determine concentration of funding sources, report of liquidity risk exposures, and breaches
to the monitoring authority.
As of December 31, 2016 and 2015, the Separate Funds’ other financial liabilities excluding taxes payable amounting to P 103,309,971
and P 46,597,923, respectively, have maturities of less than one year. The Separate Funds has cash amounting to P 2,981,555,219
and P 1,438,736,857 as of December 31, 2016 and 2015, respectively, which are due on demand that can be used to settle financial
liabilities.
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Equity price risk
The Separate Funds’ equity price risk exposure at year-end relates to financial assets whose values will fluctuate as a result of changes
in market prices.
Such investment securities are subject to price risk due to changes in market values of instruments arising either from factors specific to
individual instruments or their issuers or factors affecting all instruments traded in the market.
The Separate Funds are exposed to equity price risk because of investments held under Equity Fund, Growth Fund, Select Equities Fund,
and Select Equities Fund 2 which are classified in the statements of financial position as financial assets at FVPL. The following table
demonstrates the sensitivity to a reasonable possible change in the price of equity securities as of December 31:

Risk concentrations of the maximum exposure to equity price risk
The Company’s market risk policy requires it to manage such risks by setting and monitoring objectives and constraints on investments,
diversification plan, and limits on investment in each industry or sector.
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The following table analyses the Separate Funds’ concentration of equity price risk in its equity portfolio by industrial distribution as
percentage of total equity securities as of December 31:

Holding Firms
Banks
Electricity, energy, power, and water
Property
Food, beverage, and tobacco
Retail
Transportation services
Mining
Others
Total

2016
28%
14%
14%
14%
13%
7%
2%
2%
6%
100%

2015
23%
17%
16%
16%
13%
5%
2%
2%
6%
100%

Fair value interest rate risk
Fair value interest rate risk arises from the possibility that changes in interest rates will affect the fair values of
investment in debt securities under FVPL. The exposure of the Separate Funds to market risk for changes in interest
rates is related primarily to investments under the Peso Fixed Income Fund and Dollar Fixed Income Fund, which are
classified in the statements of financial position as financial assets at FVPL.
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The following table demonstrates the sensitivity to a reasonable possible change in interest rates:

Foreign currency risk
Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates.
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The Separate Funds’ foreign currency-denominated assets and liability as of December 31 consist of the following:

The foregoing Dollar amounts have been restated to their Peso equivalents using the exchange rate of P 49.813 and P 47.166
to US$1, prevailing spot rate and as recommended by IC, as of December 31, 2016 and 2015, respectively.
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The analysis below is performed for reasonably possible movements in key variables with all other variables held constant,
showing the impact on net asset value attributable to unitholders:
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Company Profile
At Insular Life, we apply over a hundred years of
experience in financial protection, savings and investments to
help you make confident decisions for you and your loved ones.
We recognize that financial priorities change over time — that
is why we are here to help you plan ahead, through every step
of the way.
As an Insular Life customer, you have the confidence of being
protected by a company with a consolidated asset base of Php
129 billion; net worth of Php 40.3 billion; net income of Php
4.9 billion; revenues of Php 25 billion, and total life insurance
business-in-force of Php 267.3 billion, as of yearend 2016.
We remain committed to serving the Filipino, as we spread
the benefits of life insurance to every family. Thus, as you
look ahead, be assured that Insular Life will guide you, as you
advance from one life stage to the next.
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