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Initial Public Offering (IPO):   
Sagicor Select Funds Limited Manufacturing and Distribution Select 
Fund 
Summary of Offer:  

 

Dividend Policy 
Manufacturing and Distribution (M&D) Select Fund shareholders are entitled to a share of 
the M&D Select Fund’s net realized gains on its investments. The M&D Select Fund typically 
earns dividend income from the equity securities that it holds. Distributions of net realized 
securities gains, if any, generally are declared and paid twice a year, but the M&D Select Fund 
may make distributions on a more frequent basis as determine by the Investment Manager. 
An amount equivalent to 90% of the net cash position of the Fund is to be paid to 
shareholders by way of dividend. The average dividends declared and paid by the Company 
from the M&D Select Fund should reflect the average dividend yield of the Index. 
 
Company Overview 
Sagicor Select Funds Limited was formed on the 11th of January 
2019 and has been structured as a passive Listed Equity Fund 
(LEF). The Company’s first listing in August of this year was 
denoted the “Financial Select Fund”. The second LEF “the 
Manufacturing and Distribution Select Fund” will be listed on the 
Jamaica Stock Exchange (JSE) which will include shares traded on 
both the main and junior markets of the JSE. The Company has 
already issued two (2) classes of ordinary shares Class A and Class 
B, the Class B ordinary shares of the company has been offered as 
the “Financial Select Fund” IPO in August of this year. In the  

Issuer: Sagicor Select Funds Limited

Securities: Sagicor Select Funds Limited Class C Shares: Manufacturing 

and Distribution Select Fund

Shares Offered: 2,500,000,000 Shares, with right to upsize by an additional 

1,500,000,000 inclusive of 1,500,000,000 Reserved Shares*

Subscription Price: J$1.00 per Share, excluding the Sagicor Employee Shares,

 payable in full on application

Sagicor Employees Subscription Price: J$0.98 per Share for the Sagicor Employee Shares, payable

 in full on application

Minimum Purchase: 1,000 Shares, with incremental purchases of 1,000 Shares

Capital Raise: J$2.49 billion to J$3.99 billion

Use of Proceeds: It is the Company’s intention to use the proceeds of the 

public offering in order to purchase additional securities 

in order to match the securities that constitute the Index 

as closely as possible.

Opening Date: November 20th, 2019 

Closing Date: December 4th , 2019

Board of Directors

Omar Brown

Faith Vincent

Kevin Donaldson

Colin Steele

Janene Shaw

Daniella Silvera

Warren Chin



 

2 | P a g e  
 

 
invitation, the Class C ordinary shares of the Company are being offered as “the M&D Select 
Fund”. In total, the company has rights to five (5) classes of ordinary shares of which all have 
the right to issue an indefinite number of ordinary shares without par value. Each class of 
share represents a different and separate fund of the company and in the invitation. The 
M&D Select Fund will primarily invest in securities that are listed on both exchanges of the  
 
JSE and its investment objective is to accurately track the M&D Index which is an index 
established by the Jamaica Stock Exchange. Investors will be able to track the Net Asset 
Value (NAV) of the M&D Select Fund And the market value of the M&D Select Fund on a daily 
basis. The company has no registered trademarks and it does not own or lease any real 
estate properties. The fund manager - Sagicor Investment Jamaica Limited (SIJL), has agreed 
to waive its advisory fee and other certain expenses until January 31, 2020.  

Financial Performance Summary  
For the 1M period ending August 31st, 2019, the Manufacturing and Distribution Select Fund 
had a Net Profit of J$30.96 million. This was mainly due to an appreciation in the value of the 
M&D stocks held by the M&D Select Fund. Expenses for the period amounted to J$9.47 
million which was mainly a result of the cost associated with purchasing the securities for the 
M&D Select Fund. The M&D select Fund’s Total Assets for the 1M 2019 period was J$1.13 
billion. For the Asset breakdown over the period under review, approximately 98% of Total 
Assets were accounted for by securities and the remainder was Cash. The Assets were 
financed by shareholder’s equity as the M&D Select Fund had no Liabilities for the period 
under review. 
 

The table below shows the Company’s holdings as at August 31st, 2019; 
 

 
 
 
 
 
 

Company Ticker Units

Price per share

 paid(J$)

Total Consideration

 Paid  (J$) % of Portfolio

Caribbean Cement Company CCC 2,765,195 77.50 215,057,025 21.87%

Wisynco Group WISYNCO 7,777,227 23.80 186,672,169 18.89%

Carreras Limited CAR 21,000,000 7.91 167,522,683 16.95%

Seprod Limited SEP 2,525,323 51.01 130,116,955 13.15%

Jamaica Broilers Group JBG 2,485,622 33.20 83,224,464 8.42%

Jamaica Producers Limited JP 2,327,245 28.37 66,585,441 6.74%

Lasco Manufacturing LASM 9,984,774 5.75 56,063,265 5.86%

Caribbean Producers Jamaica CPJ 5,281,320 4.68 24,926,780 2.52%

Lasco Distributors LASD 7,274,009 3.30 19,762,841 2.45%

Indies Pharma Jamaica Limited INDIES 5,763,584 3.40 19,596,186 2.00%

Honey Bun (1982) Limited HONBUN 977,973 6.55 6,456,237 0.65%

Gracekennedy Limited GK 70,000 70.00 4,941,672 0.50%

Total 980,925,717

Cash Held 113,324,524
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Investment Merits & Risks 
 

 

Estimated Fair Value  

We attempted to 
estimate a fair value 
for the Manufacturing 
and Distribution 
Select Fund by 
calculating the company’s book value under two scenarios as at November 1st 2019. The first 
(Scenario 1) assumed that all of the 2.5 billion shares are subscribed for and taken up by 
applicants on the invitation while the second (Scenario 2) assumed that the offer was 
upsized to 4 billion Shares. Both scenarios assumed the make-up of M&D Select Fund 
portfolio remained the same as at August 31, 2019, and the portfolio was revalued as at 
November 1st 2019. Over the period the M&D Select Fund’s portfolio value fell by 1.43%. We 
also factored in the expected expenses of the offer (J$50 million) and dividends received 
from the companies in the portfolio into the book value estimate.   

 

Investment Positives Investment Risks/Considerations

Diversification : The M&D Select Fund offers

investors immediate exposure to a basket of

securities in the Manufacturing & Distribution Sector

which diversifies against single stock risk.

Manufacturing & Distribution Sector Risk: The

Manufacturing and Distribution Select Fund will be

heavily exposed to any shocks to the Jamaican M&D

sector and will be almost completely correlated with

the performance of local M&D firms. Growth in the

industry is expected to continue into the near-term,

this outlook is predicated on increased domestic

demand stemming from the overall improvement in

the economic activities.

Liquidity: The anticipated large free float should

afford investors sound liquidity. The Fund also

intends to distribute the dividends it receives from its 

portfolio holdings which should add to the liquidity

of the investment.

NAV Market Divergence: Market price of LEF may

trade at a discount to the Net Asset Value (NAV) due

to investor sentiment. Like-wise the market price of

LEF may trade above the NAV which was the case

with the Financial Select Fund when it listed.

Cost Effectiveness: The total expense ratio of the

Fund is targeted to be no more than 0.75% which is a

very competitive fee structure compared to the unit

trust fees of other funds; a management fee of no

more than 0.5% of NAV is included. While the fees

are less, a premium is attached to the management

expertise when it comes to other unit trust products

and the LEF is limited to manufacturing and

distribution.

Offer Price J$1.00 Offer Price J$1.00

Estimated Fair Value J$0.9792 Estimated Fair Value J$0.9853

Implied Price Upside -2.08% Implied Price Upside -1.47%

Scenario 1 Scenario 2
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For Scenario 1, we estimate the Book Value per Share of approximately J$0.9792. Hence, at 
the invitation price of J$1.00, M&D Select Fund’s ordinary shares are being offered at a 
premium of 2.08%. For Scenario 2, we estimate the company’s Book Value at J$0.9853 which 
at the invitation price is a premium of 1.47%. 

Outlook & Conclusion 

The Jamaican economy continues to make strides in its development. In 2018, both the 
Manufacturing and Distribution industries contributed 25.7% to real value added (which 
measures the purchasing power net of any price changes over time). The Distribution 
industry is the largest contributor to real value and the industry as the single largest 
employer accounting for 19.9% of the total employed labour force. Financing to both 
industries has been increasing. Expansion in loans to the productive sector will continue at 
what we anticipate to be even more affordable rates due to the fact that we are in a 
relatively low interest rate environment. Looking forward growth in both industries are 
expected to continue into the near term due to the increased domestic demand stemming 
from the overall improvement in economic activity. 

The Manufacturing and Distribution Select Fund uses a replication strategy which means that 
the M&D Select Fund will invest in substantially all the securities represented in the Index in 
approximately the same proportions as the index. The Manufacturing and Distribution Select 
Fund will be heavily exposed to any shocks to the Jamaican M&D sector. Also, like the 
Financial Select Fund, investors have no direct control of the number or types of securities in 
the fund. On the other hand, the fund offers investors a convenient passive ownership 
instrument of the Jamaican Manufacturing and Distributing sectors while investors are only 
charged a one-time commission fee to buy and sell multiple securities in the fund. Like the 
Financial select Fund, by purchasing one security, the Fund offers liquidity, with a reasonable 
fee structure.  

Though the Fund is seemingly being offered to investors at a premium to book value, we 
believe the stock may be a suitable alternative to attempting to replicate exposure to the 
Manufacturing & Distribution sectors given the 1%-2%+ cost of buying individual securities. We 
therefore believe the stock may be suitable for investors looking to receive passive exposure 
to the Jamaica Manufacturing and Distribution sector. Investors should however note the 
risks surrounding investing in the stock, to include the possibility that the M&D Select Fund 
could trade at a different price than its Book Value. Investors are therefore encouraged to 
consult their Barita Investments’ Investment Advisor to determine if this security is suited to 
their portfolio and ultimately their investment goals before making an investment.  
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Appendix: JSE Manufacturing and Distribution Index 
 
According to the JSE, as at October 1st, 2019, the Manufacturing and Distribution Index is 
comprised of the following equity securities and is calculated using the weighted average 
market capitalization method: 
 

 
 
 
 
 

Companies Ticker Market value J$) Weight

Wisynco Group Limited WISYNCO 89.40 18.30%

Caribbean Cement Company CCC 70.60 14.45%

Gracekennedy Limited GK 69.40 14.21%

Jamaica Broilers Group JBG 43.60 8.92%

Carreras Limited CAR 42.10 8.62%

Seprod Limited SEP 40.30 8.26%

Jamaica Producers Limited JP 30.80 6.31%

Lasco Manufacturing LASM 23.40 4.78%

Lasco Distributors LASD 11.60 2.37%

Fontana Limited FTNA 10.00 2.05%

Derrimon Trading Company Limited DTL 7.60 1.55%

Caribbean Producers Jamaica CPJ 5.20 1.07%

Blue Power Group BPOW 4.80 0.98%

Indies Pharma jamaica Limited INDIES 4.50 0.93%

Jamaican Teas JAMT 4.10 0.83%

Bergerpaints Jamaica BRG 4.00 0.81%

Honeybun (1982) Limited HONBUN 3.30 0.68%

Salada Foods Jamaica SALF 3.10 0.64%

Paramount Traders Limited PTL 3.10 0.63%

Stationery & Office Supplies SOS 3.00 0.62%

Fosrich Company FOSRICH 2.80 0.58%

Caribbean Cream KREMI 2.10 0.43%

Cac 2000 Limited CAC 2.10 0.42%

Medical Disposables MDS 2.00 0.41%

Caribbean Flavours & Fragrances CFF 1.40 0.29%

Jetcon Corporation JETCON 1.30 0.26%

Amg Packaging & Paper Company AMG 1.20 0.24%

Everything Fresh EFRESH 1.10 0.22%

Consolidated Baking PURITY 0.50 0.09%

Sweet River Abattoir SRA 0.20 0.05%

Total market capitalization J$ Billions 488.70

Number of Companies 30.00

Price/Earnings Ratio (Weighted) 23.86
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Financial Appendix 

 

 

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.  

For Month Ending August 31,2019 2019

Income Stream (J$'000)

Income 40,442                                    

Miscellaneous income 28                                            

Unrealised (depreciation)/ appreciation in value of investments 40,414                                    

Expenses 9,477                                       

Legal Fees 1,165                                        

Bank Charges 1                                               

Equity Transaction Cost 8,311                                        

Net income Year to Date 30,965                                    

Balance Sheet

Assets 1,130,965                                

Cash and cash equivalents 113,325                                    

Financial assets at fair value through profit or loss 1,017,641                                

Financed by: 1,130,965                                

Net Surplus 30,965                                    

Capital account 1,130,965                                

Statement of Financial Position of The Manufacturing and Distribution Select Fund


