S M CORPORATION

Good afternoon, fellow stockholders, members of the board, ladies and gentlemen.
This year marks an important milestone for SM as it celebrates its 50t year of doing
business in the Philippines. From one Shoemart store in 1958, SM has grown to a
large conglomerate accounting for four of the largest malls in the world, among
other things.

With this in mind, | am pleased to inform you that 2007 was another good year for
SM Investments.
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Net Income

Net Income 14% to Php 12.0bn
Net Recurring Income 25% to Php 10.7bn

Retall 30% to Php 3.3bn
Mall Operations 10% to Php 6.0bn
Banking 3% to Php 10.2bn
Property 88% to Php 1.1bn
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For the full year, we experienced a 14% growth in net income to Php12.0 billion,
with net recurring income growing by 25%. The main growth drivers for the year
were retail and property, bottomlines of which grew by 30% and 88% respectively.



8 M CORFPORATION
Revenues

Revenues 38% to Php 122.5bn

Retall 43% to Php 94.1bn

Mall Operations 13% to Php 16.2bn

Property 142% Php 3.2bn

Consolidated revenues increased by 38% to Php122.5 billion, boosted by the 142%
increase in the property group’s revenues. Revenues from the retail businesses
expanded by 43%, while mall operations also grew by 13%.
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Operating Income

Operating Income 28% to Php 20.8bn
Operating Margin 17%
EBITDA 28% to Php 25.1bn

EBITDA Margin 20%

SM’s operating income totaled Php20.8 billion, rising by 28% and resulting in an
operating margin of 17%. EBITDA also increased by 28% to Php25.1 billion, for an
EBITDA margin of 20%
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Revenue Profile

Shopping
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Excluding the bank’s revenues, which SM does not consolidated, the bulk of SM’s
revenues came from retail merchandising, which accounted for 84%, followed by
shopping malls and real estate, which contributed 10% and 3%, respectively.
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Net Income Profile
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The picture changes as the banks’ earnings are equitized, reflecting the fact that
they now contribute the most to the group’s net income. Earnings from BDO and
China bank now account for 31% of SM’s net income. They are followed by mall
operations with a 30% income contribution, retail with 28% and property with 11%.
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2007 Store  No. of
Expansion  Stores

Previous No. of 65
SM Stores

Locations

Bacolod

Morong

M Hypermarkets 2 Taytay
yp Muntinlupa

The retail group opened a total of 6 stores in 2007. Two of these were SM
Department Stores located in Bacolod and Taytay. Another two were SM
Hypermarkets inaugurated in Muntinlupa and in Taytay. And another two were SM
Supermarkets in Bacolod and in Morong, Rizal with the latter carrying the Save

More brand. These brought the total number of SM retail outlets to 71 as of end
2007.
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SM Prime Holdings which runs the SM shopping malls, likewise saw 2007 as
another year of growth as it inaugurated three new malls, in Bacolod, Taytay, and
Muntinlupa.
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Mall Expansions

Cebu
161,562 111,663
107,049 17,439

268,611 129,102

SM Prime also expanded two existing malls last year. SM City Pampanga’s GFA
grew by 15.6% with an additional space of 17,439 sgm. The GFA of SM City Cebu,
on the other hand, grew by 66.3% as it expanded by 107,049 sgm.

And because of this expansion, there are now 4 SM malls among the world’s largest
malls with the Mall of Asia ranking 3, SM North EDSA ranking 6", SM Megamall
ranking 7", and SM Cebu ranking 11,
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MALL TRIVIA
(as of 31 December 2007) Floor Area

Malls Nationwide !ng 2

Bacolod 61,413

Total Gross Floor Area

Mall Tenants Taytay 91,920
Food Tenants Muntinlupa 53,986

Food Court Tenants
Cebu 268,611

Food Court Seats

Pampanga 129,102

Kiosks and Carts

Movie Screens New Space in
‘07

owlt PIQVES 3,549,388
owling Lanes
Parking Slots Total 30 Malls 3,902,072

352,684

Cinema Seats

Average Daily % Increase 10%

Pedestrian Count

Consequently, SM Prime ended 2007 with a total of 30 malls nationwide, with a
combined gross floor area of 3.9 million square meters, with an average occupancy
of 96%, and an average pedestrian count of two and a half million each day. All
these attest to SM Prime’s deeply entrenched position and market leadership in the
mall business.
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Bankingﬂ
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In banking, and financial services, BDO, the country’s second largest bank in terms
of assets, forged ahead and kept within its timelines for integrating with Equitable
PCI Bank and American Express Savings Bank. The merger has transformed
BDO'’s business into a balanced mix of corporate and consumer-based services,
which are also geared to take advantage of the synergies that may be derived from
being the main banking arm of SM.
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75 MANILABANK

= e e e
YOUR GOLDEN SAVINGS BANK

China Banking Corp. (China Bank), on the other hand, acquired Manila Banking
Corporation, which will allow the Bank a faster rollout of new branches. As of end
2007, Chinabank was the country’s 10™ largest bank with Php175 billion in assets.
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SM Property
Group

Residential Commercial Resorts Hotels

=L Mall of Asia
Development Costa del Hamilo
Corp. Complex

Build-to-Suit

Highlands Prime Projects

SM’s property group, though comparatively young, exhibited rapid growth and
expansion in all of its four main divisions namely, residential, commercial, tourism,
and hotel investments.



Grass

Chateau Elysee

Mezza
Berkeley

Lindenwood

SM Development Corporation, SM’s main residential arm, launched three new
projects in 2007, with Berkeley and Grass located in Quezon City and Lindenwood
in Muntinlupa. These projects, including Chateau Elysee and Mezza are doing very
well in the market, drawing not just from the strength of being affiliated with SM, but
more so with the quality of the buildings and amenities that they are rolling out.



For commercial development, the Mall of Asia Complex, formerly referred to as SM
BayCity, is our main vehicle. Structures in this complex are now taking shape, so
that following the Mall of Asia which was launched in 2006, two more structures

were completed last year.



We saw the completion of the SMX Convention Center in November 2007. With a
GFA of close to 47,000 sgm., SMX is the largest exhibition and convention center in

the country. It should put the Philippines in a more competitive footing for
international-scale events and exhibitions.



OneE-com Center

GFA: 105,857 sgm

NLA: 74,600 sgm
Multi-telco redundancy
24/7 operations

Another completed development within Mall of Asia complex is the OneE-
comCenter. This is a 106,000 sgm. building that is suited for business process
outsourcing and call center locators. Its net leasable area of over 70,000 sgm is
almost fully leased to a mix of BPOs, retail shops, and traditional office tenants
including the headquarters of SM Investments Corp.



The success of One Ecom paved the way for us to begin the development of TwoE-
com Center this year. Other projects in the pipeline are the Radisson and Regent
Hotels just in front of TwoE-com. We are also putting up a sports arena near the
SMX convention center. We expect that in the next five years, the landscape of the
Mall of Asia Complex will radically change from one that has many empty lots to an
area that is built-up and bustling with business and tourism activities.



For Hamilo, which is our main tourism project, SM successfully launched its first
development in 2007 at Pico de Loro Cove. Each phase involves the sale of 240
units in two condominium buildings By yearend, 80% of Jacana and 50% of Myna

were sold.



Country Club | Beach Club

Hamilo also successfully launched late last year the sale of club shares for the Pico
de Loro Beach and Country Club. Construction of both clubs will be completed
within the year to allow clubmembers to begin using and enjoying the beach and
club facilities of Pico De Loro.
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Also last year, the newest member in the property group, the hotel investments
group commenced various projects. These include the 132-room expansion of the
landmark Taal Vista Hotel in Tagaytay City, and the refurbishment of the 400-room
Sofitel Cebu Hotel. The Taal Vista expansion is expected to be completed in
October this year, while Sofitel Cebu will open for business early next year. SM
Hotels also announced that it is partnering with Carlson Hotels for the construction
of the 4-star Radisson and the 5-star Regent Hotels at the Mall of Asia Complex.
This structure will have a total of 580 rooms for completion in 2010. Plans are also
underway to construct two hotels in Hamilo. One will be in Pico de Loro, and
another one in the adjacent cove called Santelmo.



Estimated (Php
Capex 2008 bn)
Total 26.9

As we move forward this year, our expansion plans in all our four core
businesses will continue and will amount to a total of about Php27

billion. As in the past, funding will be a mix of internally generated funds
and borrowing.



Before | end my presentation, let me share with you one of the major highlights in the many 2007
activities of SM Foundation, the corporate social responsibility arm of the SM group of companies. As
you may know, SM Foundation has four core advocacies, namely education, health and medical
missions, mall-based outreach programs, and community projects.

We are proud to report that in our education advocacy, the 11t batch of graduates from the SM
College Scholarship program produced 74 graduates, of which 3 were summa cum laude, 2 were
magna cum laude, 19 were cum laude’s, and 6 had academic distinctions. Add to that, two of the
scholars, Michael Tomon and Erickson Quijano, topped the 2007 CPA Licensure Examination,
ranking second and fifth places, respectively.

Under this program, SM supports a total of 500 scholars every year from communities where are
malls are located. They take up four- and 5-year courses in business, education, and information
technology.

SM remains committed to supporting the various initiatives of SM Foundation, considered to be the
heart and soul the SM group of companies.



With the positive developments that SM experienced in 2007, we carry on our plans
for 2008. This year, as mentioned earlier, we also celebrate an important a
milestone in the history of SM as it turns 50 years, serving millions. Attesting to this,
for full year 2007, we sold over 21 milllion pairs of shoes, sold nearly 18 million

cinema tickets served over 400 million meals, and welcomed nearly 900 million
visitors in our malls.



As we commemorate this important ocassion in SM’s history, we congratulate

again, our founding Chairman, Mr. Henry Sy, Sr. who dared to dream and make his
dreams become a reality.

We also sincerely thank all of you here and our millions of stakeholders who believe
in our vision to build another 50 successful years for SM.



I now give the floor back to our chairman to proceed with the meeting.



