
International Accounting Standards (IAS)

FREQUENTLY
ASKED
QUESTIONS



Q. What is IAS?
A. IAS, or International Accounting Standards, is a set of

globally recognized standards stating how particular types
of transactions and other events should be reflected in
financial statements of corporations.

Q. Who formulates IAS?
A. The International Accounting Standards Board (IASB), an

independent, privately funded organization based in the
United Kingdom, is solely responsible for formulating the
IAS. Its members come from nine (9) countries with a
variety of functional backgrounds.

Q. Why were these accounting standards developed?
A. These accounting standards were crafted mainly to

safeguard the public's interest globally via understandable
accounting standards for a more transparent and
comparable information reporting.  These standards would
ensure proper disclosures as well as avoid questionable
accounting techniques as in the case of Enron Corporation
(a U.S. energy firm which collapsed in 2002 due to
accounting irregularities).

Q. What are the different IAS applicable to ALFM?
A. IAS 32 and 39 are the ones relevant to ALFM Peso Bond

Fund.

Q. Why is ALFM Peso Bond Fund adopting IAS?
A. Consistent with the Securities and Exchange Commission's

(SEC) thrust for responsible corporate governance, Circular
No. 19 was issued in 2004.  The said circular mandates the
implementation of Philippine Accounting Standards (PAS)
in line with the IAS beginning with the financial statements
covering the year ending December 31, 2005.  In addition,
the SEC has mandated that mutual funds, which have not
yet adopted the said standards by September 30, 2005, can
no longer sell shares to the investing public.
ALFM Peso Bond Fund has adopted IAS valuation effective
September 30, 2005 to ensure proper disclosure and more
transparent reporting to its shareholders.  As the country's
leading mutual fund, ALFM supports the SEC's mandate
to upgrade the industry's accounting standards by making
it at par with global conventions and best practices.

Q. How was the fund valued before IAS implementation?
A. The Fund was using the accrual method of valuation but

up to September  29, 2005 only.  Under the accrual method
of valuation, the assets were not valued at fair value or
marked-to-market.

Q. What does fair market value or marked-to-market mean?
A. Marked-to-market is an internationally accepted investment

valuation method wherein investments are valued based
on the current market price.  Since marked-to-market uses
market rates in valuing investments, volatility or a change
in interest rates can affect the value of your investment.

Q. What are the factors affecting yields of bonds or fixed
income investments?

A. Yields on fixed income securities or bonds may change
depending on prevailing market circumstances.  Bond
prices may change even on a daily basis depending on
the direction of the interest rates and such other factors like
the credit worthiness of the issuer, economic and political
risk, etc.

Q. What is the effect on the measure of yields of ALFM Peso
Bond Fund, before and after the adoption of said
accounting standards?

A. The new valuation method can result to some day-to-day
fluctuations in the Fund's net asset value per share.  It could
result to short-term unrealized losses or unrealized gains
for the investor, depending on interest rate movements.
However, these losses or gains will be realized only when
the investor redeems his/her ALFM shares.  It is, therefore,
recommended that the investor evaluate his earnings on a
longer time frame basis, say, month-to-month or quarter-
to-quarter, so as to smoothen out the fluctuations of the
day-to-day change in prices.  A monthly Fund Performance
Report is provided to help investors assess their investments.

Q. What will happen to the value of my investment when
interest rates go up?

A. When interest rates rise, instruments with fixed yields will
become less attractive as current investors can invest in
instruments that currently offer higher interest rates.
The old lower yielding instruments would be of less value
to them. They would be willing to buy these instruments
only at a discount. During times of increasing interest rates,
the market value of your investment is lower. The diagram
on the right shows this relationship, assuming that market
rates increase continuously from June to July.

Q. What will happen to the value of my investment when
interest rates go down?

A. On the other hand, as interest rates go down, the interest
you earn on your old instruments becomes superior to
yields that new investors could get on current instruments.
These therefore become more valuable relative to the lower
earning new instruments. Investors would have to pay you
a higher price in the form of a premium should they want
to buy these instruments from you. During times
of decreasing interest rates, the market value of your fixed
yield investments goes higher.  The diagram on the right
shows this relationship, assuming that market rates decrease
continuously from June to July.

Q. What will happen to the value of my investment if there
are no changes in interest rates?

A. No changes in interest rates mean that there are minimal
volatilities.  As such, the value of your investment will
constantly appreciate, mimicking the behavior of accrual
funds.  The diagram on the right shows this relationship.
However, in reality this is not always the case as market
forces constantly affect interest rate movements.

Q. Can I withdraw my ALFM Peso Bond Fund investment
anytime?

A. Original conditions apply when withdrawing your
investment.  You may redeem your shares on any business
day up to 12:00 noon at the prevailing net asset value per
share of the Fund.  This means that you can get your money
virtually anytime.  Likewise, an early redemption fee
of 1.0% flat applies for redemptions made before the lapse
of the 180 days minimum holding period.

Q. How can I monitor the value of my investment?
A. The buying and selling price of the Fund is available daily

via www.bpiexpressonline.com and www.bpitrade.com.
These prices are also published in BusinessWorld daily.
You may also call your mutual fund sales agents or the
Fund's authorized distributors at the numbers indicated
herein to inquire about the Fund's prices.

BPI Capital Corporation (02) 845-5695 to 98; (02) 744-0758;
(02) 929-9002; (02) 842-3327; (02) 416-7393; (02) 633-3511;
(034) 433-9535; (033) 336-1745; (049) 562-2936;
(074) 304-4502;(082) 235-3556
BPI Investment Management, Inc. (02) 845-5033 to 34
BPI Securities Corporation (02) 816-9190 or 9192

In addition, to help you evaluate your investment,
we shall provide you with a Fund Performance Report
(FPR) in addition to your regular quarterly fund statements.
The FPR shall provide you with a comprehensive review
of the Fund's investments, its past performance compared
with its benchmark, and the Fund Manager's outlook
and strategy in order to appropriately apprise you
of attendant risks in line with the Fund's policy of full
disclosure and transparency.

Frequently Asked Questions on IAS
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