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PART I FINANCIAL INFORMATION

Iltem 1. Interim Condensed Consolidated Financial tatements

SMINVESTMENTSCORPORATION ANDSUBSIDIARIES

Interim Consolidated Financial Statements

As at June 30, 2018

and for the Six-Month Periods Ended June 30, 20ti828917

(with Comparative Audited Consolidated Balance $hseat
December 31, 2017)



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SHEETS

(Amounts in Thousands)

June 30 December 3:

2018 2017
(Unaudited) (Audited)

ASSETS
Current Assets
Cash and cash equivalents (Note 5) B62,558,109 PB74,318,190
Time deposits (Notes 6 and 24) 806,262 13,237,886
Investments held for trading and sale (Notes 714)d 664,172 1,347,926
Receivables (Notes 8 and 24) 29,950,011 32,352,574
Merchandise inventories - at cost (Note 21) 31,277,953 27,778,741
Other current assets (Note 9) 65,135,060 63,478,186

Total Current Assets 190,391,567 212,513,503
Noncurrent Assets
Available-for-sale investments (Note 10) 25,858,667 25,590,162
Investments in associate companies and joint vest{Note 11) 246,746,537 242,114,427
Time deposits (Notes 6 and 24) 28,201,087 26,688,721
Property and equipment (Note 12) 21,388,428 21,339,407
Investment properties (Note 13) 301,181,654 289,018,265
Land and development (Note 14) 41,406,182 40,180,145
Intangibles (Note 15) 25,530,964 25,591,232
Deferred tax assets (Note 22) 2,452,815 2,489,814
Other noncurrent assets (Notes 15 and 24) 102,746,125 74,555,033

Total Noncurrent Assets 795,512,459 747,567,206

P985,904,026 P960,080,709

LIABILITIES AND EQUITY
Current Liabilities

Bank loans (Notes 16 and 20) B27,887,934 B24,172,965
Accounts payable and other current liabilities @b¥) 104,128,885 106,561,455
Income tax payable 2,983,845 1,883,871
Current portion of long-term debt (Notes 18 and 20) 11,093,494 40,297,133
Dividends payable 1,777,587 2,939,590
Total Current Liabilities 147,871,745 175,855,014
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 28.and 24) 333,827,981 292,555,868
Deferred tax liabilities (Note 22) 8,334,979 8,029,579
Tenants’ deposits and others (Note 24) 32,131,886 29,828,024
Total Noncurrent Liabilities 374,294,846 330,413,471
Total Liabilities 522,166,591 506,268,485

(Forward)



June 30, December 31
2018 2017
(Unaudited) (Audited)
Equity Attributable to Owners of the Parent
Capital stock (Note 19) B12,045,829 R12,045,829
Additional paid-in capital 76,678,506 76,439,288
Equity adjustments from common control transactidhste 19) (5,424,455) (5,424,455)
Cost of Parent common shares held by subsidiaries (25,386) (25,386)
Cumulative translation adjustment 1,888,838 1,402,623
Net unrealized gain on availa-for-sale investments 11,416,438 15,324,123
Re-measurement loss on defined benefit asset/dibliga (701,255) (701,255)
Retained earnings (Note 19):
Appropriated 37,000,000 37,000,000
Unappropriated 200,288,853 192,071,968
Total Equity Attributable to Owners of the Parent 333,167,368 328,132,735
Non-controlling Interests 130,570,067 125,679,489
Total Equity 463,737,435 453,812,224

P985,904,026

P960,080,709

See accompanying Notes to Interim Consolidatedrféiah Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF INCOME
(Amounts in Thousands Except Per Share Data)

Six-Month Periods Ended June 30

2018 2017
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise B144,990,838 P131,610,595
Real estate 16,826,653 13,710,962
Rent (Note 20) 23,287,008 20,351,318
Equity in net earnings of associate companies aindl yentures 8,353,539 7,851,859
Cinema ticket sales, amusement and others 3,610,768 3,275,319
Dividend, management fees and others 7,848,256 6,379,793
204,917,062 183,179,846
COST AND EXPENSES
Cost of sales:
Merchandise (Note 21) 107,079,688 97,897,885
Real estate (Note 14) 8,484,120 7,020,122
Selling, general and administrative expenses 47,949,943 41,822,875
163,513,751 146,740,882
OTHER INCOME (CHARGES)
Interest expense (7,308,947) (6,597,676)
Interest income 1,807,995 1,972,656
Gain on fair value changes on derivatives - net 208,325 16,827
Foreign exchange gain and others 446,865 760,773
(4,845,762) (3,847,420)
INCOME BEFORE INCOME TAX 36,557,549 32,591,544
PROVISION FOR INCOME TAX
Current 7,309,729 6,274,644
Deferred 180,671 194,837
7,490,400 6,469,481
NET INCOME P29,067,149 B26,122,063
Attributable to
Owners of the Parent B18,094,451 B16,592,130
Non-controlling interests 10,972,698 9,529,933
P29,067,149 B26,122,063
Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent (Note 25) P15.02 R13.77

See accompanying Notes to Interim Consolidatedrféiah Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF INCOME
(Amounts in Thousands Except Per Share Data)

Three-Month Periods Ended June 30

2018 2017
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise B77,595,633 B70,286,650
Real estate 9,392,976 7,738,231
Rent 11,878,647 10,307,398
Equity in net earnings of associate companies aindl yentures 4,504,932 4,359,643
Cinema ticket sales, amusement and others 2,017,180 1,582,701
Dividend, management fees and others 4,486,193 3,551,748
109,875,561 97,826,371
COST AND EXPENSES
Cost of sales:
Merchandise 57,462,404 52,427,729
Real estate 4,700,606 3,878,021
Selling, general and administrative expenses 25,734,098 21,949,463
87,897,108 78,255,213
OTHER INCOME (CHARGES)
Interest expense (3,505,378) (3,170,851)
Interest income 909,457 940,551
Gain on fair value changes on derivatives - net 375,026 301
Foreign exchange gain (loss) and others (85,581) 202,885
(2,306,476) (2,027,114)
INCOME BEFORE INCOME TAX 19,671,977 17,544,044
PROVISION FOR INCOME TAX
Current 3,864,344 3,285,391
Deferred 187,276 126,036
4,051,620 3,411,427
NET INCOME P15,620,357 P14,132,617
Attributable to
Owners of the Parent B9,625,637 B8,897,824
Non-controlling interests 5,994,720 5,234,793
B15,620,357 B14,132,617
Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent B7.99 R7.39

See accompanying notes to Interim Consolidatedriciizd Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME
(Amounts in Thousands)

Six-Month Periods Ended June 30

2018 2017

(Unaudited) (Unaudited

NET INCOME P 29,067,149 B26,122,06
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will be reclassified to profit or loss n

subsequent periods

Net unrealize(gain (loss) on available-for-sale investments (2,240,910) 1,280,D7

Share in unrealized gain (loss) on available-fde-8avestments of associates - net (1,977,591) 274,50!

Cumulative translation adjustment 679,598 (518,389

Income tax relating to items to be reclassifiegrufit or Ioss in subsequent periods (161,728) (48,425

(3,700,631) 987,891

TOTAL COMPREHENSIVE INCOME P25,366,518 B27,109,95

Attributable to

Owners of the Parent B14,672,981 B18,010,50

Non-controlling interests 10,693,537 9,099,45

P25,366,518 B27,109,95

See accompanying Notes to Interim Consolidatedrféiah Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME

(Amounts in Thousands)

Three-Month Periods Ended June 30

2018 2017
(Unaudited) (Unaudited)
NET INCOME P15,620,357 P14,132,617
OTHER COMPREHENSIVE LOSS
Items that will be reclassified to profit or loss n
subsequent periods
Net unrealized ga (loss) on available-for-sale investments (796,625) 77,976
Share in unrealized loss on available-for-salestiments of associates - net (1,285,944) (291,538)
Cumulative translation adjustment (372,589) (98,855)
Income tax relating to items to be reclassifiegrufit or Ioss in subsequent periods (75,500) (35,541)
(2,530,658) (347,958)
TOTAL COMPREHENSIVE INCOME P13,089,699 P13,784,659
Attributable to
Owners of the Parent B7,482,790 P8,681,889
Non-controlling interests 5,606,909 5,102,770
P13,089,699 P13,784,659

See accompanying Notes to Interim Consolidatedrféiah Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUIT 'Y

(Amounts in Thousands Except Per Share Data)

Equity Attributable to Owners of the Parent

Re-
Equity Net Unrealizec measurement
Adjustments  Cost of Parent Gain (Loss) or Gain (Loss) on
from Common Common Cumulative Available- Defined Appropriated Unappropriated
Additional Control Shares Held Translation for-Sale Benefit Asset/ Retained Retained Non-controlling Total
Capital Stock  Paid-in Capital _ Transactions by Subsidiaries Adjustment Investments Obligation Earnings Earnings Total Interests Equity
As at January 1, 2018 P12,045,829 B76,439,288 (P5,424,455) (R25,386) P1,402,623 P15,324,12 (R701,255) B£37,000,000 P192,071,968 P328,132,73 P125,679,489 P453,812,224
Net income - - - - - - - - 18,094,451 18,094,45 10,972,698 29,067,149
Other comprehensive income — — — — 486,215 (3,907,68% — — — (3,421,47C (279,161) (3,700,631)
Total comprehensive income - - - - 486,215 (3,907,68% - - 18,094,451 14,672,98 10,693,537 25,366,518
Sale of treasury shares held by a subsidiary - 239,218 - - - - - - - 239,21 - 239,218
Cash dividends - B8.20 per share - - - - - - - - (9,877,566) (9,877,56€ - (9,877,566)
Cash dividends received by non-controlling intesest - - - - - - - - - - (5,793,514) (5,793,514)
Decrease in previous year’s non-controlling interes — — — — — - — - — - (9,445) (9,445)
As at June 30, 2018 (Unaudited) R12,045,829 R76,678,506 (B5,424,455) (P25,386) P1,888,838 P11,416,43 (R701,255) B37,000,000 R200,288,853 P333,167,36 P130,570,067 P463,737,435
As at January 1, 2017 R12,045,829 R76,347,229 (B5,424,455) (B25,386) R1,216,718 P10,780,43 B34,895 36,000,000 P169,508,122 P300,483,38 P114,263,880 PR414,747,262
Net income - - - - - - - - 16,592,130 16,592,130 9,529,933 26,122,063
Other comprehensive income — — — — (272,484) 1,690,86: — — — 1,418,379 (430,483) 987,896
Total comprehensive income - - - - (272,484) 1,690,86: - - 16,592,130 18,010,509 9,099,450 27,109,959
Sale of non-controlling interests by a subsidiary - 10,648 - - - - - - - 10,648 - 10,648
Cash dividends - B7.77 per share - - - - - - - - (9,359,609) (9,359,609) - (9,359,609)
Cash dividends received by non-controlling intesest - - - - - - - - - - (4,363,063) (4,363,063)
Decrease in non-controlling interests — — — — — — — — — (62,040) (62,040)
As at June 30, 2017 (Unaudited) B12,045,829 FBIR77 (B5,424,455) (R25,386) B944,234 B12,471,29 P34,895 B36,000,000 B176,740,643 P309,144,930 P118,938,227 R428,083,157

See accompanying Notes to Interim Consolidatedrigiah Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Six-Month Periods Ended June 30

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B36,557,549 B32,591,544
Adjustments for:
Equity in net earnings of associate companieg@intiventures (8,353,539) (7,851,859)
Interest expense 7,308,947 6,597,676
Depreciation and amortization (Notes 12, 13 and 15 7,211,287 6,863,444
Interest income (1,807,995) (1,972,656)
Dividend, management fees and others (133,384) (110,860)
Unrealized foreign exchange loss (gain) and others 67,595 (187,667)
Gain on fair value changes on derivatives - net (208,325) (16,827)
Income before working capital changes 40,642,135 35,912,795
Decrease (increase) in:
Receivables 2,389,855 1,031,452
Merchandise inventories (3,499,213) (565,554)
Other current assets 4,266,340 4,716,937

Land and development
Increase (decrease) in:

(13,576,184)

(17,325,981)

Accounts payable and other current liabilities (803,754) (7,974,452)

Tenants’ deposits and others 2,048,856 5,438,743
Net cash generated from operati 31,468,035 21,233,940
Income tax paid (6,220,136) (6,535,635)
Net castprovided by operating activities 25,247,899 14,698,305
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of:

Available-for-sale and held for trading investntent 853 5,000

Property and equipment 20,067 99,751

Investment properties - 291,835
Proceeds from maturity of available-for-sale investts - 318,332

Additions to:
Investment properties (Note 13)
Property and equipment (Note 12)
Investments in associate companies and joint vesitu
Available-for-sale investments
Decrease (increase) in:
Time deposits
Other noncurrent assets
Dividends received
Interest received

(13,287,292)
(2,604,791)
(509,282)
(2,458,159)

12,559,969
(21,304,579)
2,568,427
1,916,498

(11,712,930)
(2,125,383)
(41,984,637)

855,456
2,640,746
2,375,966
2,048,432

Net cash used in investing activit

(23,098,289)

(47,187,432)

(Forward)



Six-Month Periods Ended June 30

2018 201%

CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:

Long-term debt B41,576,685 B34,506,77

Bank loans 19,927,752 32,112,71
Payments of:

Long-term debt (34,697,681) (4,341,914

Bank loans (16,212,783) (23,315,91<

Interest (8,366,097) (6,396,022
Dividend (16,833,083) (13,833,69¢€
Net casl provided by (used in) financing activities (14,605,207) 18,731,94
NET DECREASE IN CASH

AND CASH EQUIVALENTS (12,455,597) (13,757,183
EFFECT OF EXCHANGE RATE CHANGES

ON CASH AND CASH EQUIVALENTS 695,516 418,29
CASH AND CASH EQUIVALENTS

AT BEGINNING OF PERIOD (Note 5) 74,318,190 74,947,73
CASH AND CASH EQUIVALENTS

AT END OF PERIOD (Note 5) P62,558,109 P61,608,76

See accompanying Notes to Interim Consolidated FinhBtatements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

SM Investments Corporation (SMIC or Parent Compavag incorporated in the Philippines on
January 15, 1960. On June 3, 2009, the Philippewirities and Exchange Commission (SEC)
approved the amendment of the Parent Companydesof incorporation for the extension of its
corporate life for another 50 years from January203.0. Its registered office address is 10th
Floor, One E-Com Center, Harbor Drive, Mall of ASlamplex, CBP-1A, Pasay City 1300.

The Parent Company and its subsidiaries (collelgtregerred to as the Group), and its associates
and joint ventures, are involved primarily in theperty, retail and financial services.

The Parent Company’s shares of stock are publialjed in the Philippine Stock Exchange
(PSE).

The accompanying interim consolidated financialesteents were authorized for issue by the
Board of Directors (BOD), as approved and recomredridr approval by the Audit Committee
on August 8, 2018.

2. Basis of Preparation and Statement of Compliance

Basis of Preparation

The interim condensed consolidated financial stateémof the Group have been prepared on a
historical cost basis, except for derivative finahmstruments, investments held for trading and
available-for sale (AFS) investments which havenbmeasured at fair value.

The interim condensed consolidated financial statémas at June 30, 2018 and for the six-month
periods ended June 30, 2018 and 2017 have beesrpdeip accordance with Philippine
Accounting Standard (PAS) 34, Interim Financial ®&&pg. The interim condensed consolidated
financial statements are presented in PhilippirePe&hich is the Parent Company’s functional
and presentation currency under Philippine Finafégporting Standards (PFRS). All values are
rounded to the nearest thousand Peso, except vhemise indicated.

The interim condensed consolidated financial statéedo not include all the information and
disclosures required in the annual consolidateahfiral statements, and should therefore be read
in conjunction with the Group’s audited consolidbtimancial statements as at December 31,
2017.

Basis of Consolidation

The interim condensed consolidated financial statesxcomprise the financial statements of the
Parent Company and all of its subsidiaries. Aluae 30, 2018, there were no significant changes
in the Parent Company’s ownership interests ialtssidiaries.

Significant Accounting Judgments, Estimates anduAgsions

The preparation of the interim condensed consdiifinancial statements requires management
to make judgments, estimates and assumptionsfteat the amounts reported in the consolidated
financial statements and accompanying notes. @&sainghese estimates and assumptions could
result in outcomes that may require material adjests to the carrying amounts of the affected
assets or liabilities in the future.
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Except as otherwise stated, there were no significaanges in accounting judgments, estimates,
and assumptions that affect the amounts reportdteiconsolidated financial statements and
accompanying notes.

3. Summary of Significant Accounting Policies, Changeand Improvements
The following new PFRS became effective beginnexguary 1, 2018:
a. Applicable to the Group
= PFRS 9Financial Instruments
* PFRS 15Revenue from Contracts with Customers
= Amendments to PAS 4pvestment Propertyransfers of Investment Property

= Philippine Interpretation International Financiaggorting Interpretations Committee
(IFRIC) 22,Foreign Currency Transactions and Advance Consiti@na

The Group continues to assess the impact of thasdards.
b. Not applicable to the Group

= Amendments to PFRS 3hare-based Paymei@lassification and Measurement of Share-
based Payment Transactions

= Amendments to PFRS Hsurance ContractApplying PFRS 9, Financial Instruments,
with PFRS 4

= Amendments to PAS 28)easuring an Associate or Joint Venture at FairdéPart of
Annual Improvements to PFR3314 - 2016 Cycle)

4. Segment Information

The Group has identified three reportable operaagments as follows: property, retail, and
financial services and others.

The property segment is involved in mall, residardnd commercial development and hotels and
convention centers operations. The mall segmargldps, conducts, operates and maintains the
business of modern commercial shopping centerabubdisinesses related thereto such as the
conduct, operation and maintenance of shoppingceptces for rent, amusement centers and
cinemas within the compound of the shopping centBesidential and commercial segments are
involved in the development and transformation afanresidential, commercial, entertainment
and tourism districts through sustained capitabgtments in buildings and infrastructure. The
hotels and convention centers segment engagesl icaaries on the business of hotels and
convention centers and operates and maintainsrahglbservices and facilities incident thereto.

The retail segment is engaged in the retail/whéetsading of merchandise such as dry goods,
wearing apparels, food and other merchandise.
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The financial services and others segment primardiudes the operations of the Parent
Company which engages in asset management andldapéstments as well as its associate
companies which are involved in financial serviaed other business activities.

The BOD monitors the operating results of eachsobusiness units for the purpose of making
decisions about resource allocation and performassessment. Segment performance is
evaluated based on operating profit or loss amaeigsured consistently with the operating profit
or loss in the consolidated financial statements.

Operating Segment Financial Data

Six-Month Period Ended June 30, 2018 (Unaudited)

Financial
Services Eliminations/
Property Retail and Others  Adjustments  Consolidated
(In Thousands)
Revenue:
External customers B47,247,784  R150,213,781 P7,455,497 P—  P204,917,062
Inter-segment 6,340,263 58,407 1,863,668 (8,262,338) -

P53,588,047  P150,272,188 P9,319,165 (P8,262,338204,917,062

Segment results:

Income before income tax B22,458,945 P9,167,142 P5,190,505 (P259,043R36,557,549

Provision for income tax (4,723,295) (2,718,438) (68,440) 19,773 (7,490,400)

Net income P17,735,650 P6,448,704 P5,122,065 (P239,270R29,067,149
Net income attributable 1

Owners of the Parent BP17,401,760 P5,704,831 P5,122,065 (P10,134,205218,094,451

Non-controlling interests 333,890 743,873 - 9,894,935 10,972,698

Six-Month Period Ended June 30, 2017 (Unaudited)

Financial
Services  Eliminations/
Property Retail and Others  Adjustments Consolidated
(In Thousands)
Revenue:
External customers R40,122,831 P136,115,644 94B@R71 B—- PR183,179,846
Inter-segment 5,565,069 1,363 976,449 (6,542,881) —

P45,687,900 P136,117,007 R7,917,820 (P6,54p,881183,179,846

Segment results:

Income before income tax B19,775,685 B8,107,327 B4,013,102 R695,430 R32,591,544
Provision for income tax (4,054,161) (2,356,230) (44,842) (14,248) (6,469,481)
Net income B15,721,524 B5,751,097 B3,968,260 681R82 B26,122,063

Net income attributable 1
Owners of the Parent B15,402,405 B5,196,791 968260 (B7,975,326) P16,592,130
Non-controlling interests 319,119 554,306 — 8,668, 9,529,933




5. Cash and Cash Equivalents

This account consists of:

June 30, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Cash on hand and in banks (Note 20) B9,415,434 B9,643,938
Temporary investments (Note 20) 53,142,675 64,674,252

P62,558,109 P74,318,190

Cash in banks earn interest at the respective thepésit rates. Temporary investments are made
for varying periods of up to three months dependinghe immediate cash requirements of the
Group. These investments earn interest at pragaiéites.

6. Time Deposits

This account consists of:

June 30, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Current B806,262 B13,237,886
Noncurren 28,201,087 26,688,721

P29,007,349 P39,926,607

The time deposits as at June 30, 2018 and Dece®tb@017 bear annual interest ranging from
0.5% to 4.9%.

7. Investments Held for Trading and Sale

This account consists of:

June 30, December 31,
2018 2017
(Unaudited) (Audited)

(In Thousands)

AFS investments (Note 10):

Bonds and corporate notes P— R706,626
Shares of stock -
Listed 664,172 641,300

P664,172 P1,347,926




8. Receivables

This account consists of:

June 30, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)
Trade:
Real estate buyers B46,140,750 B40,400,047
Third-party tenants 6,633,613 6,804,584
Related-party tenants (Note 20) 429,224 619,948
Others 8,120 136,580
Due from related parties (Note 20) 339,903 655,580
Management and service fees (Note 20) 433,364 373,619
Dividends (Note 20) 168,393 270,784
Total 54,153,367 49,261,142
Less allowance for impairment loss 1,145,911 1,054,498
53,007,456 48,206,644
Less noncurrent portion of receivables from
real estate buyers (Note 15) 23,057,445 15,854,070
Current portion B29,950,011 B32,352,574

Allowance for impairment loss pertains to receiestfrom tenants which were identified to be

impaired based on specific assessment.

Receivables other than those identified as impaaesassessed by the Group’s management as

good and collectible.

9. Other Current Assets

This account consists of:

June 3Q December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)

Land and development (Note 14) R26,791,995 P22,518,139
Prepaid taxes and other prepayments 10,989,560 9,658,898
Advances and deposits 7,532,479 7,231,756
Condominium and residential units for sale (Notg 14 8,675,409 8,829,343
Non-trade receivables 4,365,339 4,230,014
Receivable from banks 1,762,503 3,314,087
Input tax 1,890,726 2,743,731
Derivative assets (Note 24) — 1,794,745
Accrued interest receivable (Note 20) 324,187 432,690
Escrow fund (Note 20) 112,912 50,881
Others 2,689,950 2,673,902
B65,135,060 P63,478,186




10. Available-for-sale Investments

This account consists of:

June 30, December 31,
2018 2017
(Unaudited) (Audited)

(In Thousands)

Shares of stock:

Listed P21,479,729 P23,611,916
Unlisted 2,311,992 61,405
Bonds and corporate notes 2,708,998 3,243,297
Club shares 22,120 21,470
26,522,839 26,938,088

Less current portion (Note 7) 664,172 1,347,926
Noncurrent portio P25,858,667 B25,590,162

Investments in bonds and corporate notes bear finetest rates ranging from 5.0% to 6.8%.
These investments have maturities ranging fromI&W18 to October 2023.

11. Investments in Associate Companies and Joint Ventas

The B4.6 billion increase in this account pertamasnly to equity in earnings, net of dividendsnfro
associate companies and joint ventures.



12. Property and Equipment

The movements in this account follow:

Furniture,
Store Equipment Data Fixtures Machinery
Buildings and and Processing and Office and Leasehold  Transportation Construction
Improvements  Improvements Equipment Equipment Equipment Improvements Equipment in Progress Total
(In Thousands)

Cost
As at December 31, 2016 R11,977,397 P3,045,780 6,308,182 P8,363,062 B6,942,380 BP15,534,101 098571 P1,208,798 P54,476,271
Additions 437,660 193,512 532,493 681,080 691,625 1,583,663 25,411 922,547 5,067,991
Reclassifications 84,503 233,269 197,498 260,202 156,851 171,663 ,q23% (778,239) 39,675
Disposals/retirements (63,674) (222,267) (33,716) (54,523) (15,221) (190,290) (7,672) (126,260) (713,623)
As at December 31, 2017 12,435,886 3,250,294 74605, 9,249,821 7,775,635 17,099,137 827,238 1,286,84 58,870,314
Additions 219,920 65,192 194,659 419,164 454,065 605,025 787,0 619,690 2,604,791
Reclassifications 302,177 86,473 49,449 (200,491) (17,667) 31,501 (4,995) (868,504) (622,057)
Disposals/retirements (2,768) (43,366) (5,620) (2,047) (5,580) (4,492) (225) (7,758) (71,856)
As at June 30, 2018 P12,955,215 P3,358,593 P7,243,945 P9,466,447 P8,206,453 P17,731,171 P849,094 P970,274 P60,781,192
Accumulated Depreciation and Amortization
As at December 31, 2016 P4,259,241 P2,043,696 ,94B4110 P5,311,825 P4,617,524 P11,656,144 25691 P— P33,526,054
Depreciation and amortization 850,733 359,189 GOB, 867,742 724,850 1,245,592 58,162 - 4,704,925
Reclassifications (6,370) 10,391 35,354 (15,741) 6,573 (90,344) (105,408) - (165,545)
Disposals/retirements (58,366) (208,111) (27,888) (45,984) (13,283) (173,223) (7,672) - (534,527)
As at December 31, 2017 5,045,238 2,205,165 5,882,5 6,117,842 5,335,664 12,638,169 636,296 - 37830,
Depreciation and amortization 360,098 170,258 299, 337,462 370,171 735,354 28,036 - 2,301,878
Reclassifications 96,710 (39,841) (6,866) (184,425) (99,382) (135,229) (12,645) - (381,678)
Disposals/retirements (2,768) (41,844) (4,553) (1,779) (5,189) (1,985) (225) — (58,343)
As at June 30, 2018 P5,499,278 P2,293,738 P5,841,613 P6,269,100 ,6@5264 P13,236,309 P651,462 B— P39,392,764

Net Book Value
As at June 30, 2018 (Unaudited) B7,455,937 B1,088b B1,402,332 B3,197,347 P2,605,189 B4,424,86 B197,632 B970,274 B21,388,428

As at December 31, 2017 (Audited) 7,390,648 1,05,1 1,452,924 3,131,979 2,439,971 4,460,968 190,942 1,226,846 21,339,407




13. Investment Properties

The movements in this account follow:

Building
Buildings Equipment,
Land and and Furniture  Construction
Improvements Improvements and Others in Progress Total
(In Thousands)

Cost
As at December 31, 2016 B69,401,322 PR204,132,18R33,075,502 B24,461,049 P331,070,060
Effect of common control business

combination - 1,047 929 - 1,976
Additions 3,766,662 4,279,223 1,776,554 15,984,057 25,806,496
Reclassifications (4,912,312) 11,291,893 1,166,605 (7,702,271) (156,085)
Translation adjustment 75,699 2,459,685 193,841 215,945 2,945,170
Disposals (11,538) (162,144) (46,326) — (220,008)
As at December 31, 2017 68,319,833 222,001,891 636,05 32,958,780 359,447,609
Additions 2,074,309 1,715,415 852,558 8,645,010 13,287,292
Reclassifications 748,508 4,210,324 656,160 (3,372,655) 2,242,337
Translation adjustment 65,429 1,968,910 149,962 58,538 2,242,839
Disposals (7,118) (10,280) (31,412) - (48,810)
As at June 30, 2018 B71,200,961 P229,886,260 JB¥,373  P38,289,673 PB377,171,267
Accumulated Depreciation, Amortization

and Impairment Loss
As at December 31, 2016 B1,754,581 240,096,356 19,0R2,615 B— B60,923,552
Effect of common control business

combination - 527 769 - 1,296
Depreciation and amortization 207,478 6,320,224 662,722 - 9,195,424
Reclassifications - 1,697 - - 1,697
Translation adjustment 37,530 325,992 95,175 - 458,697
Disposals (11,538) (94,504) (45,280) - (151,322)
As at December 31, 2017 1,988,051 46,650,292 20091 - 70,429,344
Depreciation and amortization 112,190 3,332,191 404,760 - 4,849,141
Reclassifications 288,599 (142,908) 231,435 - 377,126
Translation adjustment 29,425 269,345 75,756 - 374,526
Disposals (7,083) (5,124) (28,317) - (40,524)
As at June 30, 2018 B2,411,182 B50,103,796 B28 6835 B— B75,989,613
Net Book Value
As at June 30, 2018 (Unaudited) B68,789,779 RI/&R,464 B14,319,738 B38,289,673 B301,181,654
As at December 31, 2017 (Audited) 66,331,782 175588 14,376,104 32,958,780 289,018,265

Construction in progress as at June 30, 2018 pertaiconstruction costs incurred for
a) new shopping malls as well as the redevelopwiedM Mall of Asia and
b) commercial buildings including the business pescoutsourcing towers as well as E-com

buildings.

Interest capitalized to investment properties artexito B1,819.0 million, and B2,299.0 million
as at June 30, 2018 and December 31, 2017, resggctCapitalization rates used range from

2.4% to0 5.1% in 2018 and 2.4% to 4.8% in 2017.

The fair value of investment properties is categgatiunder Level 3 since valuation is based on

unobservable inputs.



14. Land and Development

Land and Development
Land and development include the cost of land dsaseconstruction cost of ongoing residential
projects.

The movements in this account follow:

June 3Q December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)

Balance at beginning of period P62,698,284 R51,054,083
Development cost incurred 9,881,093 16,779,397
Cost of real estate sold (6,592,597) (10,554,727)
Transfer to condominium and residential units fdes  (1,731,845) (8,162,384)
Land acquisition 3,695,091 13,111,730
Borrowing cost capitalized 514 38,240
Transfer from property and equipment and others 247,637 431,945
Balance at end of period 68,198,177 62,698,284
Less current portion (Note 9) 26,791,995 22,518,139
Noncurrent portio B41,406,182 B40,180,145

The average rates used to determine the amouwtriaiiing cost eligible for capitalization range
from 2.4% to 2.7% in 2018 and 3.5% to 4.6% in 2017.

Condominium and Residential Units for Sale
Condominium units for sale pertain to completeddooninium and residential projects.

The movements in this account follow:

June 30, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)

Balance at beginning of period P8,829,343 P5,241,346
Transfer from land and development 1,731,845 8,162,384
Recognized as cost of real estate sold (1,891,523) (4,705,586)
Repossessed inventories 4,100 92,721
Adjustment to cost 1,644 38,478

Balance at end of period (Note 9) P8,675,409 P8,829,343
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15. Intangibles and Other Noncurrent Assets

Intangible Assets
This account consists of:

June 30, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)
Goodwiill B17,398,491 B17,398,491
Less accumulated impairment loss 91,620 91,620
Net book valu 17,306,871 17,306,871
Trademarks and brand names 8,224,093 8,284,361
B25,530,964 B25,591,232
Other Noncurrent Assets
This account consists of:
June 30, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)
Deposits and advance rentals B54,924,562 B33,760,110
Receivables from real estate buyers (Note 8) 23,057,445 15,854,070
Land use rights 11,071,452 10,630,926
Long-term notes (Notes 20 and 24) 6,836,433 6,399,410
Derivative assets (Note 24) 1,444,643 3,546,694
Deferred input VAT 2,015,612 1,798,706
Defined benefit asset 375,903 376,448
Escrow fund (Note 20) 132,460 132,460
Others 2,887,615 2,056,209
B102,746,125 B74,555,033
16. Bank Loans
This account consists of:
June 30, December 3:
2018 2017
(Unaudited) (Audited)

Parent Company:

(In Thousands)

U.S. dollar-denominated B2,667,000 B-
Peso-denominated 8,300,000 10,200,000
Subsidiaries:
Peso-denominated 16,920,934 13,972,965
B27,887,934 B24,172,965
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These loans bear interest ranging from 2.5% to 382018 and 2017.

17. Accounts Payable and Other Current Liabilities

This account consists of;

June 30, Decembefl,

2018 2017

(Unaudited) (Audited)

(In Thousands)

Trade P54,288,080 B60,399,742
Accrued expenses 12,043,904 11,060,797
Nontrace 7,279,756 7,183,147
Tenants and customers’ deposits 10,981,607 10,208,533
Payable arising from acquisition of land 5,934,774 4,252,991
Payable to government agencies 2,923,428 4,438,597
Accrued interest (Note 20) 2,904,730 2,422,265
Subscription payable 2,396,790 2,396,790
Due to related parties (Note 20) 556,586 828,679
Gift checks redeemable and others 4,819,230 3,369,914

P104,128,885

P106,561,455

18. Long-term Debt

This account consists of:

June 3Q December 3:
2018 2017
Availment Maturity Interest rate/Term Security (Unaudited) (Audited)
(In Thousands)
Parent Company
U.S. dollar- October 13, 2010 - October 13, 2017 - Fixed 4.0%-5.5%; Unsecured P63,042546 B66,531,725
denominated April 16, 2018 June 10, 2024 Floating six-month and
three-month LIBOR +
margin; semi-annual
and quarterly
Peso-denominated July 16, 2012 - January 14, 2019 - Fixed 4.4%-6.9%; Unsecured 73,16¢,520 73,171,870
September 5, 2017 September 5, 2024 PDST-R2 + margin;
semi-annual and
quarterly
Subsidiaries
U.S. dollar- February 14, 2013 - January 29, 2018 -LIBOR + spread; semi- Unsecured 36,700,58¢ 54,387,944
denominated October 16, 2017 June 30, 2022 annual
China Yuan July 28, 2015 - December 31, 2019 - CBC rate less 10.0%; Secured 3,607,186 3,445,302
Renminbi- October 16, 2017 October 16, 2022 quarterly
denominated
Peso-denominated January 12, 201December 18, 2018 - Fixed 3.8%-6.7%; Unsecured 170,245,806 136,974,407
June 27, 2018 July 26, 2026 PDST-R2 + margin
346,765,64 334,511,248
Less debt issue cost 1,844,16: 1,658,247
344,921,47 332,853,001
Less current portion 11,093494 40,297,133
£333,827,98 PB292,555,868

LIBOR — London Interbank Offered Rate
PDST-R2 — Philippine Dealing System Treasury Refer&kate — PM
CBC - Central Bank of China
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Repayment Schedule
The repayment schedule of long-term debt as at 30n2018 follows:

Gross Debt Debt Issue Cost Net
(In Thousands)
Within 1 year P11,101,593 B8,099 B11,093,494
Over 1 year to 5 years 258,197,930 1,551,032 256,646,898
Over 5 years 77,466,120 285,037 77,181,083

P346,765,643 P1,844,168 B344,921,475

Covenants

The long-term debt of the Group is covered withaiarcovenants includingdherence to
financial ratios. The Parent Company'’s loan comehaclude adherence to certain financial
ratios namely: (1) debt-to-equity ratio not to ee@de&0:20, and, (2) current ratio at a minimum of
0.30, and, certain restrictions with respect toamak change in ownership or control. As at
June 30, 2018 and December 31, 2017, the Groupcismpliance with the terms of its debt
covenants.

19.

Equity
Capital Stock
a. Common stock

Number of Shares
June 3Q December 31,

2018 2017

(Unaudited) (Audited)
Authorized - P10 par value per share 2,790,000,000 2,790,000,000
Issued and subscribed 1,204,582,867 1,204,582,867

As at June 30, 2018 and December 31, 2017, thetRF@oepany is compliant with the
minimum public float as required by the PSE.

The total number of shareholders of the Parent Gomps 1,256 and 1,252 as at
June 30, 2018 and December 31, 2017, respectively.

b. Redeemable preferred shares

Number of shares
June 3Q December 31,

2018 2017
(Unaudited) (Audited)
Authorized - P10 par value per share 10,000,000 10,000,000

There are no issued and subscribed preferred shsuasIune 30, 2018 and December 31,
2017.
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Equity Adjustments from Common Control Transactions
Equity adjustments from common control transactiockide the following:

= Acquisition of various SM China Companies by Sivni&riin 2007.

= Acquisition of various service companies by SM Réta2009.

= Corporate restructuring to consolidate the Grouges estate subsidiaries and real estate
assets in SM Prime in 2013.

= Merger of SM Retail with other retail affiliates 2016.

= SM Prime common control business acquisition in6201

These acquisitions were considered as a combinatibnsinesses under common control for
which pooling of interests method was applied i pheparation of the consolidated financial
statements.

Retained Earnings

a. Appropriated

Retained earnings appropriated as at June 30,i20d®nded for the payment of certain long-
term debts and new investments as follows:

Timeline Amount
(In Thousands)

Debt servicing

US$180.0 million 2018 B9,000,000

US$360.0 million 2019 18,000,000

New investmen 2018-2020 10,000,000
B37,000,000

b. Unappropriated

The Parent Company’s cash dividend declaratio2918 and 2017 follow:

Declaration Date Record Date Payment Date Per Share Total
(In Thousands)

April 25, 2018 May 10, 2018 May 24, 2018 R8.20 B97,566

April 26, 2017 May 11, 2017 May 25, 2017 7.77 9,869

Unappropriated retained earnings include the actatediequity in net earnings of
subsidiaries, associates and joint ventures amuyidi 2189,878.8 million and

R176,587.5 million as at June 30, 2018 and DeceBthe2017, respectively, that is not
available for distribution until such time that tharent Company receives the dividends from
the respective subsidiaries, associates and jemtuves.
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20. Related Party Disclosures
Parties are considered to be related if one paytine ability, directly and indirectly, to control
the other party or exercise significant influengerahe other party in making financial and
operating decisions. Parties are also considerbd telated if they are subject to common
control.
The significant transactions with related partigofv:

a. Rent

The Group has existing lease agreements for afiicecommercial spaces with related
companies (retail and banking group and otheradlparties under common stockholders).

b. Management and Service Fees

The Parent Company and SM Retail receive manageaneigervice fees from retail entities
under common stockholders for management, consyltamanpower and other services.

c. Dividend Income
The Group earns dividend income from certain relai@ties under common stockholders.
d. Cash Placements and Loans

The Group has certain bank accounts and cash péateras well as bank loans and debts
with BDO and China Bank. Such accounts earn istexeprevailing market rates.

e. Notes Receivable

The Group has certain notes receivable from Cai@ogper Corporation (see Notes 15
and 24).

f. Others

The Group, in the normal course of business, htsdanding receivables from and payables to
related companies which are unsecured and norsetiied in cash.
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The related party transactions and outstandinghbatafollow:

Transaction Amount QOutstanding Amount
June 3Q June 30 June 3Q December 3:
2018 2017 2018 2017
(Unaudited) (Unaudited) (Unaudited) (Audited) Terms Conditions

(In Thousands)
Banking Group

Cash placement and investment B74,575,390 R98,656,653 Interest-bearing Unsecured;
in marketable securities 0.5% to 4.9% no impairment
Interest receivable 242,355 329,829 - -
Interest income B1,043,825 B1,239,627 - -
Interest-bearing debt 34,015,156 24,493,678 Interest-bearing Unsecured
2.8% to 5.3%
Interest payable 63,995 59,429 - -
Interest expense 569,645 314,939 - -
Rent receivable 124,251 112,099 Noninterest- Unsecured;
bearing no impairment
Rent income 452,750 421,371 - -
Dividend receivable 2,587 - Noninterest- Unsecured; no
bearing impairment
Deposits and advance rentals 18,669,000 17,475,500 Interest-bearing  No impairment
4.5%
Management and service fee 18,658 23,933 Noninterest- Unsecured;
receivable bearing no impairment
Management and service fee 1,548 4,081 - -
income
Escrow fund 245,372 183,341 Interest-bearing Unsecured;

1.4% to 1.6% no impairment

Retail and Other Entities

Rent receivable 304,973 507,849 Noninterest- Unsecured;
bearing no impairment
Rent income 954,334 775,817 - -
Management and service fee 159,720 275,148 Noninterest- Unsecured;
receivable bearing no impairment
Management and service fee 276,866 200,676 - -
income
Dividend receivable 99,180 99,180 Noninterest- Unsecured;
bearing no impairment
Due from related parties 339,903 655,580 Noninterest- Unsecured;
bearing no impairment
Due to related parties 556,586 828,679 Noninterest- Unsecured
bearing
Interest receivable 8,546 8,888 - -
Interest income 170,758 97,944 - -
Notes receivab 6,836,433 6,399,410 Interest-bearing Unsecured;

5.0% to 10.0% no impairment

Terms and Conditions of Transactions with Relatedi€s
The Group did not make any provision for impairmess relating to amounts owed by related
parties.
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21.

Cost of Merchandise Sales
This account consists of;

June 3Q June 30

2018 2017

(Unaudited) (Unaudited)
(In Thousands)

Merchandise inventories at beginning of period R27,778,741  B25,825,290
Purchases 110,578,900 98,463,439
Total goods available for sale 138,357,641 124,288,729
Less merchandise inventories at end of period 31,277,953 26,390,844

P107,079,688 PB97,897,885

22.

Income Tax

The details of the Group’s deferred tax assetdiahiities follow:

Deferred tax assets of B2,452.8 million and B28l&nillion as at June 30, 2018 and December
31, 2017, respectively, consist of the tax effetsnrealized gain on inter-company sale of
investment properties, unamortized past serviceasus defined benefit liability, provision for
doubtful accounts and others, accrued leases, Migfferred rent expense and NOLCO.

Deferred tax liabilities of B8,335.0 million ar8,829.6 million as at June 30, 2018 and
December 31, 2017, respectively, consist of theetBects of appraisal increment on investment
property, trademarks and brand names, capitalitedest, unrealized gross profit on sale of real
estate, accrued/deferred rent income and unamopast service cost and defined benefit asset.
The disproportionate relationship between inconferkencome tax and the provision for income
tax is due to various factors such as interestnmecalready subjected to final tax, non-deductible
interest expense, equity in net earnings of asws;iand dividend income exempt from tax.

23.

Financial Risk Management Objectives and Policies
The main risks arising from the Group’s financiadtruments follow:

» |Interest rate risk.Fixed rate financial instruments are subject toalue interest rate risk
while floating rate financial instruments are subj® cash flow interest rate risk. Repricing
of floating rate financial instruments is mostlyngoat intervals of three months or six months.

= Foreign currency risk.The Group’s exposure to foreign currency risk arse the Parent
Company and SM Prime have significant investmendsdebt issuances which are
denominated in U.S. Dollars and China Yuan Renminbi

= Liquidity risk. Liquidity risk arises from the possibility that tl&oup may encounter
difficulties in raising funds to meet commitmentsrh financial instruments.

= Credit risk. Refers to the risk that a borrower will defaultamy type of debt by failing to
make required payments.
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= Equity price risk. The Group’s exposure to equity price risk pertaings investments in
guoted equity shares which are classified as AF&siments in the consolidated balance
sheets. Equity price risk arises from changehkerldvels of equity indices and the value of
individual stocks traded in the stock exchange.

The BOD reviews and approves policies for managanth of these risks.
Interest Rate Risk

The Group’s exposure to market risk for changestarest rates relates primarily to the Group’s
long-term debt obligations (see Note 18).

The Group maintains a conservative financing sgsatend has preference for longer tenor credit
with fixed interest rate that matches the natuntésahvestments. To manage this mix in a cost-
efficient manner, the Group enters into interet savaps and cross-currency swaps in which the
Group agrees to exchange, at specified interdadsdifference between fixed and variable interest
amounts calculated by reference to an agreed ratmount. The interest rate swaps
economically hedge the underlying debt obligatiofike cross-currency swaps were designated
by the Group under cash flow hedge accounting.

As at June 30, 2018 and December 31, 2017, akiemgtinto account the effect of the swaps,
approximately 82.9% and 83.0%, respectively of@neup’s borrowings, net of debt issue cost, is
kept at fixed interest rates.

Foreign Currency Risk

The Group aims to reduce foreign currency risketmploying on-balance sheet hedges and
derivatives such as foreign currency swap contréatsign cross-currency swaps, foreign
currency call options, non-deliverable forwards far@ign currency range options.

The Group’s foreign currency-denominated finanagdets and liabilities and their peso
equivalents follow:

As at June 30, 2018, the Group’s foreign currersyetninated assets and liabilities amounted to
B60,622.9 million ($1,136.5 million) and B57,5%&illion ($1,078.8 million), respectively.

As at December 31, 2017, the Group’s foreign cayefenominated assets and liabilities
amounted to B63,092.5 million ($1,263.6 millionge272,478.7 million ($1,451.6 million),
respectively.

As at June 30, 2018 and December 31, 2017, appateiyn28.3% and 34.6%, respectively, of the
Group’s borrowings, net of debt issue cost, areodenated in foreign-currency.

The following exchange rates were used in tramgldreign currency-denominated assets and
liabilities into Pesos.
June 30, December 31,
2018 2017

Philippine Peso to U.S. Dollar B53.34 R49.93
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Liquidity Risk
The Group manages its liquidity to ensure adedfirzaacing of capital expenditures and debt
service. Financing consists of internally genetdtmds, proceeds from debt and equity issues,

and/or proceeds from sales of assets.

The Group regularly evaluates its projected andaadash flow information and assesses
conditions in the financial markets for opportusstito pursue fund-raising initiatives including
bank loans, export credit agency-guaranteed figsilibonds and equity market issues.

Credit Risk

The Group trades only with recognized and creditfmorelated and third parties. The Group
policy requires customers who wish to trade onittedmns to undergo credit verification.

In addition, receivable balances are monitored myalar basis to keep exposure to bad debts at
the minimum. Given the Group’s diverse base ofausrs, it is not exposed to large
concentrations of credit risk.

As at June 30, 2018 and December 31, 2017, thedialassets, except for certain receivables
and AFS investments, are generally viewed by manageas good and collectible considering
the credit history of the counterparties. Pastauenpaired financial assets are very minimal in
relation to the Group’s total financial assets.

Equity Price Risk

Management closely monitors the equity securitigssiinvestment portfolio. Material equity
investments within the portfolio are managed oindividual basis and all buy and sell decisions
are approved by management.

Capital Management

The Group manages its capital structure and maka®priate adjustments based on changes in
economic conditions. Accordingly, the Group majpuatdividend payments to shareholders,
secure new and/or pay off existing debts, retupitabto shareholders or issue new shares.

The Group monitors its capital gearing by maintagrits net debt at no higher than 50% of the
sum of net debt and equity.

The Group’s gearing ratios follow:

June 30, December 31,
2018 2017
(Unaudited) (Audited)
Gross 53% 52%

Net 46% 43%
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24. Financial Instruments

The Group'’s financial assets and liabilities byegaty and by class, except for those with
carrying amounts that are reasonable approximatbfesr values, follow:

June 30, 2018 (Unaudited)

Quoted Prices Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
(In Thousands)
Assets Measured at Fair Value
Financial assets at FVPL -
Derivative assets B1,444,643 P1,444,643 B— B1,444,643 B—
Assets for which Fair Values are Disclosed
Loans and receivables:
Time deposits - noncurrent portion 28,201,087 28,309,306 - - 28,309,306
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 53,007,456 52,510,404 - - 52,510,404
Other noncurrent assets:
Deposits and advance rentals 18,669,000 19,812,862 - - 19,812,862
Long-term notes 6,836,433 8,343,344 — - 8,343,344
106,713,976 108,975,916 - - 108,975,916
P108,158,619 P110,420,559 P-  P1,444,643 PIB306
Liabilities Measured at Fair Value
Financial liabilities at FVPL -
Derivative liabilities B740,340 B740,340 B— B740,340 B—
Liabilities for which Fair Values are Disclosed
Other Financial Liabilities:
Long-term debt (noncurrent portion and net of
unamortized debt issue cost) 333,827,981 322,029,954 - - 322,029,954
Tenants’ deposits and others* 27,692,556 25,704,802 - - 25,704,802
361,520,537 347,734,756 — — 347,734,756
B362,260,877 B348,475,096 B— B740,340 PB347/B84

*Excluding nonfinancial liabilities amounting to38012.1 million.

December 31, 2017 (Audited)

Quoted Prices  Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
(In Thousands)
Assets Measured at Fair Value
Financial assets at FVPL -
Derivative assets B5,341,439 B5,341,439 B— B5,341,439 B—
Assets for which Fair Values are Disclosed
Loans and receivables:
Time deposits - noncurrent portion 26,688,721 @9,911 - - 27,069,511
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 48,206,64446,831,054 - - 46,831,054
Other noncurrent assets:
Deposits and advance rentals 17,475,500 19,323,72 - - 19,323,721
Long-term notes 6,399,410 8,309,619 — — 8,3@®0,61
98,770,275 101,533,905 — — 101,533,905
B104,111,714 B106,875,344 B— B5,341,439 BE3ABHE6
Liabilities Measured at Fair Value
Financial liabilities at FVPL -
Derivative liabilities B777,408 B777,408 B-  77R408 B—
Liabilities for which Fair Values are Disclosed
Other Financial Liabilities:
Long-term debt (noncurrent portion and net of
unamortized debt issue cost) 292,555,868 297,063,01 - - 297,063,011
Tenants’ deposits and others* 25,939,021 23,705,36 — — 23,705,361
318,494,889 320,768,372 - - 320,768,372
B319,272,297 PB321,545,780 B— B777,408 B323758

*Excluding nonfinancial liabilities amounting to295.1 million.
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There were no transfers into and out of Levelsdn@ 3 fair value measurements as at
June 30, 2018 and December 31, 2017.

Derivative Instruments Accounted for as Cash Flaaddes

As at June 30, 2018, the Parent Company and SMeRrave outstanding arrangements to hedge

both foreign currency and interest rate exposurigsdioreign currency-denominated debt. Details
follow:

Cross-currency swaps:

Notional Amount
(In US$ (In PhB)  Principal Fair Value Receive Pay US$:P Rate Maturity
(In Thousands)

Parent:
$53,00( B2,761,300 B2,827,020 B226,302 LIBOR + spread 5.3% B52.10 March 6, 2023
10000C 5,210,000 5,334,000 305,644 LIBOR + spread 5.9% 52.10 April 17, 2023
SM Prime:
25,00 1,246,900 1,333,500 (86,076) LIBOR + spread 5.4% 49.88Mlarch 27, 2022
25,000 1,246,900 1,333,500 (88,280) LIBOR + spread 5.4% 49.88March 27, 2022
50,00 2,580,501 2,667,000 12,709 LIBOR + spread 5.0% 51.61 June 30, 2022

Principal only and interest rate swaps:

Fair Value
Notional Principal Only Interest Rate Fixed
Amount Principal Swap Swap  US$:CNY Rate Rate Maturity
(In Thousands)
SM Prime US$270,000 B14,401,757 (B578,693) B538,052 ¥6.458-6.889 6.2%  January 29, 2021
150,000 8,518,571 - 71,070 - 3.2% April 14, 2019
Forward swaps:
Notional Strike Price
Amount Principal Fair Value Low High Maturity
(in thousands)
SM Prime US$100,000 P5,654,948 B99,392 ¥6.314 ¥6.485 April 15, 2019
100,000 5,654,948 79,105 6.289 6.496 April 15, 2019
100,000 5,654,948 125,077 6.383 6.547 April 15, 2019

As the terms of the swaps have been negotiateétchnthe terms of the hedged loans and
advances, the hedges were assessed to be higidyivadf
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25. EPS Computation

June 3Q June 30
201¢ 2017
(Unaudited) (Unaudited)
(In Thousand&xcept Per Share Dal
Net income attributable to ownerf the Parent (a) B18,094,45 B16,592,130
Weighted average number of common shares outsgud)n 1,204,58, 1,204,583
EPS (a/b) P15.02 B13.77

26. Reclassification

The Group reclassified certain consolidated stat¢miincome accounts in 2017 to conform to
the 2018 consolidated financial statements presentand classification. The reclassification has
no impact on the 2018 and 2017 profit or loss andtsg of the Group.
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PART 1 FINANCIAL INFORMATION

Management’s Discussion and Analysis or Plan of Opation

Results of Operation
For the Six Months Ended June 30, 2018 and 2017
(amountsin billion pesos)

%
Accounts 06/30/2018 06/30/2017 Change

Revenue P 2049 P 183.2 11.9%
Cost and Expenses 163.5 146.8 11.4%
Income from Operations 41.4 36.4 13.6%
Other Charges 4.8 3.8 25.9%
Provision for Income Tax 7.5 6.5 15.8%
Net Income After Tax 29.1 26.1 11.3%
Non-controlling Interests 11.0 9.5 15.1%
Net Income Attributable to

Owners of the Parent P 18.1 P 16.6 9.1%

SM Investments Corporation and Subsidiaries (th@uBy reported P18.1 billionNet Income
Attributable to Owners of the Parer.1% higher than 2017, and P204.9 billikavenuesl11.9%
higher than 2017.

Income from Operationscreased by 13.6% to P41.4 billion from P36.4idylin 2017. Operating
Margin andNet Marginis at 20.2% and 14.2%, respectively.

Merchandise Salesyhich grew by 10.2% to P145.0 billion from P13bibion in 2018, accounts for
70.8% of total revenues in 2018. The increasettisbatable to the opening of 3M Stores
3 SM Supermarket® Savemorestores, 2SM Hypermarkets4 WalterMart stores, and 41 Specialty
stores and strong same-store sales growth.

The Non-FoodandFood Groupcomprised 49% and 51%, respectively, of merchansides in 2018
and 48% and 52% in 2017, respectively.

As of June 30, 2018SM Retail had 1,708 stores nationwide, namely: &M Stores
55 SM Supermarkets190 Savemorestores, 49SM Hypermarkets 49 WalterMart stores and
1,304 Specialty stores.

Real Estate SaleBicreased by 22.7% to P16.8 billion from P13.7idnl in 2017 due to higher
construction accomplishments of projects from 2612017. These includ8hore 2, Shore 3, and
S Residencdn Pasay CityFame Residencés Mandaluyong CitySouth ResidencasLas Pifias City,
Spring Residenceéa Parafiaque City and continued increase in sdlgarious projects due to strong
demand fueled by international buyers, Overseagifal Workers’ remittances and rising disposable
income of the emerging middle class.

Rent Revenuesderived mainly from the mall operations of SM rRei Holdings, Inc.
(SM Prime), increased by 14.4% to P23.3 billiomir®20.4 billion in 2017. The increase Rent
Revenue is primarily due to the new malls which opened 2916 to 2018, namely,
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SM City San Jose Del MontM City Trece MartirgsSM Cherry CongressiongM City East Ortiggs

SM CDO Downtown Premig6EM Cherry AntipolpSM City Puerto Princesé&M Center Tuguegarao
Downtown SM Center PulilanSM Center LemerysM Center ImysSM City Urdaneta CentralSM

City Telabastaganand S Maisonat the Conrad Manila. Excluding the new mallsneanall rental
growth is at 8%. Room rentals from hotels and eoitions centers also contributed to the increase.
This can be attributed to the improvement in ocaggaates and average room rates of the hotels and
convention centers.

As of June 30, 2018SM Prime had 70 malls in the Philippines with total GFA of
8.14 million square meters and 7 malls in Chindwatal GFA of 1.3 million square meters.

Equity in Net Earnings of Associate Companies amihtJVenturs increased by 6.4% to
P8.4 billion from P7.9 billion in 2017 due mainly the increase in earnings of retail associates and
portfolio investments.

Dividend, Management Fees and Othiexseased by 23.0% to P7.8 billion in 2018 from4Pigillion

in 2017 due mainly to higher management and sefee&sand other revenues. Other revenues comprise
mainly of income from promotional activities, conssion from bills payment, prepaid cards and show
tickets, advertising income and sponsorship reverara food and beverage income of the Hotel Group.

Selling, General and Administrative Expenseseased by 14.7% to P47.9 billion from P41.8dyilin
2017 due mainly to additional operating expenssesaated with new/renovated retail stores and malls
and new real estate projects.

Other Charges (netincreased by 25.9% to P4.8 billion from P3.8 billin 2017. Interest Expense
increased by 10.8% to P7.3 billion from P6.6 billim 2017 due mainly to new debt availments for
working capital and capital expenditure requirersenét of capitalized interestinterest Income
decreased by 8.3% to P1.8 billion from P2.0 billior2017 due mainly to lower balance of cash, time
deposits and temporary investments in 2018 compar2@l17.Gain (Loss) on Fair Value Changes on
Derivatives - neincreased to P208.3 million from P16.8 millior2@17 resulting mainly from the mark-
to-market valuation of outstanding forward swamseections in 2018.

Provision for Income Taincreased by 15.8% to P7.5 billion from P6.5 biilin 2017 due mainly to
increase in taxable income. The effective incoaxerate is 20.5% in 2018 and 19.9% in 2017.

Non-controlling interestsncreased by 15.1% to P11.0 billion from P9.5idmllin 2017 due to the
increase in net income of partly-owned subsidiaries
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Financial Position
As at June 30, 2018 and December 31, 2017
(amountsin billion pesos)

Accounts 06/30/2018 12/31/2017 % Change
Current Assets P 190.4 P 2125 -10.4%
Noncurrent Assets 795.5 747.6 6.4%
Total Assets P 985.9 P 960.1 2.7%
Current Liabilities P 147.9 P 175.9 -15.9%
Noncurrent Liabilities 374.3 330.4 13.3%
Total Liabilities 522.2 506.3 3.1%
Total Equity 463.7 453.8 2.2%
Total Liabilities and
Equity P 985.9 P 960.1 2.7%

Total Assetdncreased by 2.7% to P985.9 billion from P960Ilidpi in 2017. On the other hand, total
Liabilities increased by 3.1% to P522.2 billion from P506Idoi in 2017.

Current Assets
Current Assetslecreased by 10.4 % to P190.4 billion from P2bil®n in 2017.

Cash and Cash Equivalerdscreased by 15.8% to P62.6 billion from P74.[Bobilin 2017 due mainly
to settlement of loans and trade payables.

Receivableslecreased by 7.4% to P30.0 billion from P32.4dnillin 2017 due mainly to collections
from real estate buyers.

Merchandise Inventorieimcreased by 12.6% to P31.3 billion from P27.8idnillin 2017. Bulk of the
increase came from the Food Group.

Other Current Asseifcreased by 2.6% to P65.1 billion from P63.5dmillin 2017 due mainly to higher
prepaid taxes and other prepayments and incredardrand development — current.

Noncurrent Assets

Noncurrent Assetsicreased by 6.4% to P795.5 billion from P747I&dm in 2017.

AFS Investmentgicreased by 1.0% to P25.9 billion from P25.6idmllin 2017 due mainly to new
investments, partially offset by the decline in kevalue of certain AFS investments.

Investments in Associate Companies and Joint Vewtuincreased by 1.9% to
P246.7 billion from P242.1 billion in 2017. Theirase mainly represents equity in net earningypa
offset by dividends received from associate congzaim 2018.

Time Depositdncreased by 5.7% to P28.2 billion from P26.7idmllin 2017 due mainly to new
investment in time deposits. On the other harelcthirent portion ofime Depositslecreased by 93.9%
to P0.8 billion from P13.2 billion in 2017 due migito maturities.
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Investment Propertiegscreased by 4.2% to P301.2 billion from P298.0dsilin 2017 due to ongoing
new mall projects, ongoing commercial building domstion of BPO Towers and the ongoing
redevelopment oc&M Mall of Asia

Other Noncurrent Asseiscreased by 37.8% to P102.7 billion from P74l6dpi in 2017. The increase
mainly represents higher receivable from real edtayers and deposits and advance rentals.

Current Liabilities
Current Liabilitiesdecreased by 15.9% to P147.9 billion from P178l@ty in 2017.

Bank Loansncreased by 15.4% to P27.9 billion from P24.2duil in 2017 due mainly to new loan
availments, partly offset by payments during theqak

Current Portion of Long-term Delolecreased by 72.5% to P11.1 billion from P40.[Bobilin 2017 due
mainly to payments during the period.

Accounts Payable and Other Current Liabilitieecreased by 2.3% to P104.1 billion from
P106.6 billion in 201 due mainly to settlement of trade payables.

Dividends Payablalecreased by 39.5% to P1.8 billion from P2.9 dmllin 2017. This represents
dividends due to minority stockholders of subsiéisr

Income Tax Payablmcreased by 58.4% to P3.0 billion in 2018 from%illion in 2017 due mainly
to higher income tax due in 2018.

Noncurrent Liabilities

Noncurrent Liabilitiesincreased by 13.3% to P374.3 billion from P330lkbh in 2017.

Long-term Debt - Net of Current Portionncreased by 14.1% to P333.8 billion from
P292.6 billion in 2017 due mainly to new debt avaihts, partially offset by payments during theqebri

Tenants’ Deposits and Othargreased by 7.7% to P32.1 billion from P29.8dwillin 2017 due mainly
to new malls and increase in customers’ deposita fiesidential buyers.

Equity
Total Equityincreased by 2.2% to P463.7 billion from P453IBadpi in 2017.

Equity Attributable to Owners of the Parenhcreased by 1.5% to P333.2 billion from
P328.1 billion in 2017. This increase resultedntyafrom (a) Cumulative Translation Adjustment
which increased by 34.7% to P1.9 billion from Phillion in 2017. This is related mainly to the
translation of the financial accounts®¥1 Chinamalls from China Yuan Renminbi to Philippine Peso,
and

(b) 3.6% increase in Retained earnings which remtesthe P18.1 billiolNet Income Attributable to
Owners of the Parertturing the first quarter of 2018 net of P9.9 biflidividend declaration during the
period. These were partially offset by the 25.586rdase itNet Unrealized Gain on AFS Investments
to P11.4 billion from P15.3 billion in 2017 due mairtly the decline in market value of certain AFS
investments of the Group.

Non-controlling Interestincreased by 3.9% to P130.6 billion from P125llfdni in 2017 due mainly
to the increase in net assets of subsidiariesatieatot wholly owned.
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The Company has no known direct or contingent firmdligation that is material to the Company ofieres, including any
default or acceleration of an obligation. The Complaas no off-balance sheet transactions, arranggsabligations during
the reporting year and as of the balance sheet date

There are no known trends, events, material chasgasonal aspects or uncertainties that are exptraffect the company’s
continuing operations.

Key Performance Indicators

The key financial ratios of the Group follow:

Accounts 06 / 30/ 2018 12/ 31/ 2017
Current Ratio 1.3 1.2
Asset to Equity 2.1 2.1
Debt - equity Ratios:
On Gross Basis 53:4 52:48
On Net Basis 46 : 54 43 : 57
Return on Equity 10.5 10.4%
Accounts 06/ 30/ 2018 06 / 30/ 2017
Revenue Growth 11.99 6.9%
Net Margin 14.2% 14.3%
Net Income Growth 9.1% 9.0%
EBITDA (In Billions of Pesos) 48.6 43.3
Interest Cover 6.7 6.6x

Current Ratioincreased to 1.3 from 1.2 in 2017 due mainly ® 10.4% decrease @urrent Assets
with a 15.9% decrease @urrent Liabilities.

Gross debt-equity ratio slid to 53:47 in 2018 fr62148 in 2017 due mainly to the 4.4% increase in
gross debt compared to only 1.5% increadequity Attributable to Owners of the Parent

Net debt-equity ratio slid to 46:54 from 43:57 BilZ due mainly to higher increase in net debt d3%b
to P282.5 billion from P243.7 billion in 2017.

Revenue growth increased to 11.9% from 6.9% in 204’ mainly to higher growth dflerchandise
andReal Estatesales in 2018 compared to 2017.

EBITDA increased by 12.3% to P48.6 billion from P23illion in 2017 due mainly to the
13.6% increase in income from operations. Thehsligcrease in Interest Cover to 6.7x from 6.6x in
2017 is attributable to the 10.8% increasinterest Expense
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The manner by which the Company calculates theytong indicators is as follows:

1. Current Ratio Current Assets
Current Liabilities

2. Asset to Equity Ratio _ Total Assets
Total Equity

3. Debt — Equity Ratio

a. Gross Basis Total Interest Bearing Debt
Total Equity Attributable to Owners of ther&at
+ Total Interest Bearing Debt

b. Net Basis Total Interest Bearing Debt less cashcash equivalents
(excluding cash on hand), time deposits, itnaest in bonds held
for trading and available for sale
Total Equity Attributable to Owners of the Parernietal
Interest Bearing Debt less cash and cash equigalexcluding cash
on hand), time deposits, investments in bonds feelttading and
available for sale

4. Revenue Growth Total Revenues (Current Period) - 1
Total Revenues (Prior Period)

5. Net Margin Net Income After Tax
Total Revenues

6. Net Income Growth Net Income Attributable to Owsef the Parent (Current Period) - 1
Net Income Attributable to Owners of the ParentqiPPeriod)

7. Return on Equity Net Income Attributable to Ownefshe Parent
Average Equity Attributable to Owners of tharent

8. EBITDA Income from Operations + Depreciation &nArtization

9. Interest Cover EBITDA
Interest Expense
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Expansion Plans / Prospects for the Future

Property Group

For the rest of 2018, SM Prime will be opening Zvmealls in the Philippines. By the end of 2018,
there will be 79 malls, 72 in the Philippines anid Thina with an estimated combined gross floeaar
of

9.5 million square meters.

In the residential segment, 15,000 to 18,000 resialecondominium units that include high-rise and
mid-rise buildings and single-detached housing tadlllaunched. These new units will be located in
Metro Manila and other key cities in the provinces.

In the commercial segment, the construction of @dga Centers in the Mall of Asia Complex will
continue with completion scheduled in 2018 and 2020

In the hotels and convention centers segment, Siviels set to open 2 hotels in 2019 and expand an
existing hotel in 2020.

SM Prime’s land banking initiatives will continue 2018.
Retail Group
For the rest of 2018, the Retail Group will be dpgr2 SM Stores1 SM Supermarke® Savemore

stores, 3ValterMartstoresand 52 specialty stores.

The above expenditures will be funded through iy generated sources and other capital raising
initiatives such as bond issuances and loan avatbne
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PART | FINANCIAL INFORMATION

Iltem 3. Aging of Accounts Receivable - Trade
As of June 30, 2018
(in Thousands)

Receivable from tenants

Third-party tenants -P 6,633,613

Related-party tenants 429,224
Receivable from real estate buyers

- net of noncurrent portion 23,083,305

Other trade receivable 8,120
Total P 30,154,262
Aging:
Neither past due nor impaired - P 26,393,164
31-90 days 531,186
91-120 days 239,622
Over 120 days 1,844,379
Impaired 1,145,911

Total

30,154,262
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PART II - SIGNATURE

Pursuant to the requirements of the Securities Reégn Code, the issuer has duly caused this réport

be signed on its behalf by the undersigned thecetdmly authorized.

Registrant: SM INVESTMENTS CORPORATION

]A/ 7@//>< ; atep 8-14-18

Fradklin C Gome‘z\_)
Senior Vice President="Finance

Corporate Information Officer




