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INITIAL PUBLIC OFFERING: LUMBER DEPOT LIMITED 
 

Summary of Offer: 
Lumber Depot Limited (“the company” or “LDL”) is seeking to raise approximately 
J$169.5 million from the issuance of 141,247,500 ordinary shares at a price of J$1.20 
per share on the Junior Market of the Jamaica Stock Exchange (JSE). Of the 
141,247,500 ordinary shares, up to 70,623,750 shares or 50% are reserved shares and 
the remaining 70,623,750 shares are for the general public. The opening date for the 
subscription will be at 9:00 a.m. on the 22nd November 2019 and the closing date will 
be at 4:00 pm on the 29th November 2019; this date may be subject to change by the 
company. There is a minimum share subscription of 5,000 shares with increments of 
1,000 shares above that amount. There is an exiting shareholder (Antibes Holdings 
Limited – See Appendix II) which has entered into a ‘share sale and purchase 
agreement’ with Blue Power Group, JN Fund Managers Limited, Mayberry 
Investments Limited as well as several others whereby it has agreed to sell up to 
283,008,000 units of Lumber Depot shares at a price of $1.20, which will be effected 
as at the listing date. The exiting shareholder has also declared that it will offer a gift 
of 100,000 shares to each director of LDL either on or close to the listing date. 
Further details regarding the IPO can be found in the prospectus which can be 
accessed here.  

 
 
 
 
 
 
 
 

Dividend Policy  
 

The company intends to pay annual dividends out of net profits available for 
distribution, but has not stated its targeted payout ratio. This is also subject to the 
need to maintain funds to re-invest earnings for growth or for regulatory purposes. 
 

Use of Funds 
 

The company intends to use the proceeds of the IPO for 1. For improvements, 
expansion and general corporate purposes of the business 2. For the payment of the 
expenses of the IPO invitation which should not exceed J$20 million 3. For the 
payment of the excess of assets over liabilities for the transfer of the hardware 
business (J$111.90 million) and balance of J$25 million by a promissory note. 

Authorised Shares Unlimited

General Public 70,623,750

Reserved Shares 70,623,750

Total Invitation Shares 141,247,500

Total Number of Shares Before Offer 564,990,000

Total Number of Shares After Offer 706,237,500

https://www.jamstockex.com/wp-content/uploads/2019/11/Lumber-Depot-Prospectus.pdf
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Company Overview 
 
LDL was incorporated on 30 July 2019 and on 1 August 
2019 the company entered into an ‘intragroup 
reconstruction agreement’ with Blue Power Group 
Limited (BPOW) from which the company assumed 
the operations of the hardware business division as of 
1st November 2019, with no change to the 
management team. The hardware business division of 
BPOW, now owned and operated by the LDL, has 
been in operations since 1998. LDL conducts its 
principal trading operations for a full range of 
construction materials, hardware, plumbing and electrical fixtures at 17c Gordon 
Town Road in Papine, St. Andrew. The site includes a purpose-built warehouse, 
loading bays, retail space and office facilities. The company also operates an off-site 
overflow storage facility at 4 Victoria Avenue, in Kingston. Approximately 70% of 
hardware sales consist of cement, steel, lumber and paints while the other 30% 
comprises of a vast array of items mainly consisting of plumbing and electrical 
supplies. Most customers are small contractors or owners of homes and commercial 
buildings and the firm’s supplies are usually obtained locally from well - established 
companies such as Caribbean Cement, Tankweld Metals and Berger Paints while ply 
board, treated lumber and others are imported by the firm under certain 
circumstances. LDL has stated that it is on good terms with many of its suppliers and 
brokers and is able to negotiate discounts on imports of form ply from Brazil and 
dressed ply from China. 
 

Financial Performance Summary  
 
For the fiscal year (FY) ended 
April 30, 2015 to FY April 2019, 
Revenue increased from J$734 
million to J$1.19 billion, 
representing a Compound Annual 
Growth Rate (CAGR) of 12.9%. Net 
Profits for the period, rose from 
J$25.8 million to J$64.4 million or 
Earnings-Per-Share (E.P.S) of  
J$0.116, representing a CAGR of 
25.6%. LDL also maintained Gross 
Margins of between 17% and 17.5% and Net Profits Margins between 3.5% and 5.4%.  
 
 

Board of Directors

Jeffery Hall

Noel Dawes

Vikram Dhiman

Lisa Kong

Symone Mayhew

George Overton

*Directors' Fee - J$300k/yr.
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As of September 2019, LDL had 
Total Assets of J$282.3 million, 
Total Liabilities of J$267.9 
million and Total Shareholder’s 
Equity of J$14.3 million. The 
Current Ratio and Cash Ratio 
of the company stood at 
healthy levels of 1.08X and 
0.28X respectively.  
 
The adjusted FY 2019 was done 
to show a more accurate 
representation of the company and projections moving forward as a stand-alone 
business which shared items under the combined management structure of BPOW 
such as salaries, bonuses and depreciation of motor vehicle. The audited financial 
projections of Revenue and Net Profits provided for the next five financial years are 
based on the historical experience of the hardware business assuming that the 
trends seen will continue. 
 

Estimated Fair Value 
In order to ascertain a fair value for LDL, 
we decided to use the P/E Valuation 
Method of the firm’s audited forecasted 
financial statements. We did not use the 
P/B Valuation as LDL is primarily a 
distribution business, which requires little capital assets to conduct its operations. 
Using an estimated FY 2020 Pre-Tax Profit of J$89.4 million or an E.P.S of J$0.127, and 
a conservative average P/E of 13.3X, the estimated fair value for LDL is approximately 
J$1.68. 
 

 
 
 
 
 
 
 
 
 
 

MARKET STATISTICS    

Price $1.20

EPS $0.116

Target Price $1.68

Listing P/E 10.37
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Investment Merits & Risks 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Investment Positives Investment Risks/Considerations

Diversification: LDL provides the

Jamaican investing public the opportunity

to gain financial exposure to a well-

established real estate and construction

related business.

Foreign Exchange: Many inventory items

or raw materials are sourced from imports

which means the firm's profitability is

exposed to trade and currency risks.

However, the majority of items , as stated

in the prospectus, are directly supplied

contractually by local companies.

Established Operations and

Management: The firm began its initial

operations in 1998, and thus has an

established operational and managerial

structure with reoccurring costumers

which should secure future Revenues and 

growth.

Operational Cost Structure: Distribution 

businesses are very susceptible to

increased administration and labour costs

which can quickly erode profit margins,

and force price increases that may reduce

its competitive pricing. However, LDL has

well established operations with good

inventory and supply chain management

that should enable them to keep a

competitive advantage.

Use of Funds: The funds raised in the IPO

will be used to reinvest into the business

for the benefit of future earnings growth

and enhancing shareholder value.

Financial Position: The company is almost

entirely a distribution based firm and thus

has a low net book value compared to its

IPO market capitalisation.
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Outlook & Recommendation 
 
We recommend the Lumber Depot 
Limited Initial Public Offering as a BUY. 
Net Profits for the hardware business 
are expected to be sustained and 
continue to grow, at least over the 
medium term, due to the increased activity in the real estate market from the 
expansion of credit in Jamaica and the demographic movement towards urbanized 
areas. This was spurred by more mortgage lending and real estate investors seeking 
higher yield in an unprecedented low interest rate environment which has caused a 
surge in real estate prices. This was reflected in an earlier 2016 report by the Bank of 
Jamaica with statistics provided by National Housing Trust. Because the management 
of LDL will not change from the spin-off of the hardware business, we expect a 
seamless transition of LDL into a stand-alone publicly traded firm.  We however 
advise you to consult an investment advisor at Barita Investments Ltd to discuss your 
individual circumstances before making any investment decision. 

 
 
Appendix I: Forecasted Financial Statements 

 
 
 
 
 
 
 
 
 
 

Price $1.20

Estimated Fair Value $1.68

Implied Price Upside 40.75%

Recommendation BUY

30 April year end 2019 (Actual) 2019 (Adjusted) 2020 2021 2022 2023 2024

Income Stream

Revenue 1,196,972,405 1,196,972,405 1,306,034,023 1,501,939,127 1,652,133,039 1,817,346,343 1,999,080,978

Expenses 984,485,357 984,485,357 1,062,760,234 1,231,590,084 1,354,749,092 1,490,224,002 1,639,246,402

Gross Profit 212,487,048          212,487,048        243,273,790 270,349,043  297,383,947  327,122,342 359,834,576

Other Income 1,359,937 1,359,937 1,364,564 1,432,793 1,504,432 1,579,654 1,658,637

Administration and Distribution Costs 153,487,432 122,224,697 150,865,236 163,134,931 171,617,595 181,060,523 191,090,837

Operating profit 60,359,553            91,622,288          93,773,118        108,646,904  127,270,784   146,061,819 168,743,739

Finance Income 18,722,590             - 2,010,112 2,087,889       2,296,678       2,526,346 2,778,981

Finance Cost 5,429,006 5,429,006 6,370,218 6,748,959 6,761,149 6,779,253 6,803,738

Profit before taxation 73,653,137 86,193,282 89,413,011 103,985,835 122,806,314 143,388,566 166,377,619

Taxation 9,207,747 9,207,747 7,653,944 - - - -

Net Profit/(Loss) 64,445,390 76,985,535 81,759,068 103,985,835 122,806,314 143,388,566 166,377,619

Lumber Depot Limited



 

6 
 

 
Appendix II: Share Capital 
 

 

Share Capital Before Offer

Name of Shareholder
Number of Ordinary Shares before 

Opening Date

% of Issued Shares before 

Opening Date

Antibes Holdings Ltd. (Exiting 

Shareholder)
283,008,000 50.09%

Mayberry Jamaica Equities 112,481,400 19.91%
Kenneth Benjamin 31,302,000 5.54%

Mary Fray 30,954,000 5.48%

Noel Dawes 14,127,150 2.50%

Silver Investments Limited 10,778,160 1.91%
Prime Asset Management 9,214,510 1.63%
PAM- Pooled Equity Fund 8,914,510 1.58%

Peter Millingen 8,211,000 1.45%
Guardsman Group Limited 6,872,850 1.22%

All Other Existing Shareholders 49,126,420 8.70%

Total 564,990,000 100.00%

Share Capital After Successful Offer

Name of Shareholder
Number of Ordinary Shares after 

Closing Date

% of Issued Shares before 

Opening Date

Mayberry Jamaica Equities 112,481,400 15.93%

Blue Power Group Limited 109,789,250 15.55%

JN Fund Managers Limited 80,000,000 11.33%

Mayberry Investments Limited 70,618,750 10.00%

Kenneth Benjamin 48,402,000 6.85%

Mary Fray 30,954,000 4.38%

Noel Dawes 14,227,150 2.01%

Silver Investments Limited 10,778,160 1.53%

Prime Asset Management 9,214,510 1.30%

PAM- Pooled Equity Fund 8,914,510 1.26%

Exiting Shareholder Gift Recipients 1,200,000 0.17%

All Other Existing Shareholders 68,410,270 9.69%

Reserved Shares Applicants 70,623,750 10.00%

General Public 70,623,750 10.00%

Total 706,237,500 100%

Disclaimer: This review is for information purposes only. The information stated herein may reflect the opinion of the analyst. Any 

opinion, estimates or forecasts reflects judgment as at the date of the report in relation to available data and market conditions. This 

does not constitute any representation or warranties in relation to investment returns and the credibility of the sources of information 

relied upon in the preparation of this report, without further research and verification. The value of any securities or securities for any 

issuer referred to in this document may rise or fall for several reasons including but not limited to market conditions. Before making 

any investment decision, please consult an investment advisor at Barita Investments Limited.  


