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1 Estimated using data from the IMF and World 

                                                   PIL’s  Financial Snapshot 

 Projected 
2022 

Projected 
2021 

2020 
(audited) 

2019 
(audited) 

Net Revenue* 
(US$000) 

26,435 24,343 31,911 32,879 

Net Revenue 
Growth 

8.59% -23.71% -2.94% 1.21% 

Dividend Yield 4.78% 4.68% 5.73% 4.33% 

Return on 
Equity 

6.20% 4.44% 11.15% 7.84% 

EPS ($) 0.015 0.013 0.018 0.011 

Price/Earnings 19.91x 18.15x 14.7x 19.74x 

Source: Company’s data (normalized), SIJL estimates. 
*Net of interest expense 

Business Profile: Proven Investments Limited (PIL) was incorporated in St. Lucia as 
an International Business Company (“IBC”). In February 2010 PIL successfully raised 
US$20M in equity capital through a fully subscribed private placement of ordinary 
shares, and in August of that same year the company raised additional capital of 
US$9.6M through what would be the first in a series of successful Rights Issues. 
The company’s ordinary shares were listed on the Jamaica Stock Exchange (JSE) in 
July 2011. PIL’s stated investment strategy is centered on three main revenue 
drivers: Private equity investments in the financial services sector and the real 
sector; Real estate investment and development in the commercial and residential 
segments; Treasury/Proprietary – captures capital structure, cash flow and 
liquidity management which supports the two other core strategies. PIL has 
expanded their scope regionally with lucrative business lines and associate 
company relationships that offer a certain degree of operational and income 
diversity. The company’s related companies portfolio include: Proven Wealth 
Limited (PWL); Access Financial Services Limited (AFSL); BOSLIL Bank Limited 
(BOSLIL); International Financial Planning Limited (IFP); Real Properties Limited 
(RPL); JMMB Group limited (JMMB) and; Dream Entertainment (Dream). In 
October 2019 PIL sold 50.28% of its stake in AFSL which is approximately 25% of 
the total shares outstanding, in a move that was aimed at maintaining their 
associate stake in the JMMB Group that executed an Additional Public Offering 
(APO) during the month of November 2019. 
 
 
 
 

Economic and Industry Analysis  
The Caribbean region continues to reel from the ramifications of the COVID-19 
pandemic with economic output for calendar year (CY) 2020 projected to contract 
within the range of 10%-13%1, with an inclination to the upper end of that range. 
The virus’ impact, though systemic, has been more resounding in countries where 
there is greater dependence on the hotels & leisure, mining & quarrying, and 
transport, storage & communication industries. Specifically in Jamaica, the effects 
of pandemic have also resulted in the reversal of the previously positive trajectory 
of key economic variables, such as the country’s fiscal balance; the unemployment 
rate; and the reduction in country’s debt to GDP. Notwithstanding the headwinds, 
the government has remained committed to the liability management program 
which, along with the continued stabilizing efforts of the central bank on the 
monetary side, should continue to support Jamaica’s credit profile. It is within this 
context that we are expecting a challenging next 12 to 18 months for the financial 
services sector. Whilst we believe the advent of COVID-19 vaccines is likely to offer 
sustenance to the recovery in global asset prices, we believe the industry will 
continue to struggle with tightening margins and weakening asset quality as the 
global accommodative monetary stance persists and grace periods and payment 
waivers expire. Still, though unlikely to rebound to 2019 levels, the industry is 
expected to post stronger performances compared to CY 2020 on the back of 
improved economic activity in 2021. 
 

 

 
 

 

Strengths: Robust portfolio of companies, strong industry track record, tax efficient, 
and experienced Board of Directors (The Board) and Senior Management Team. 
 

Weaknesses: High concentration in financial companies, and operates in a highly 
competitive industry. 
 

Opportunities: Strong pipeline in real estate and private equity, and expansion into 
the productive sector via the potential acquisition of Roberts Manufacturing Co. 
Limited (RMCL). 
 

Threats: Protracted COVID-19 crisis resulting in sustained economic challenges for 
the region, supply disruptions in the real estate sector, and adverse changes in tax or 
regulatory environment. 

 

SWOT Analysis 
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Financial Highlights 
Net Revenues net of interest expenses stood at US$14.04M as at the six months ended September 2020 which represented a decline of 
39.7% YoY. The substantial fall off in net revenues was primarily driven by reductions in net interest income (82.1%) and fee and commission 
income (50.7%). The decline in net interest income was primarily due to the strategic reduction in the group’s holdings in AFSL, whilst for 
fee and commission income, the COVID-19 induced systemic decline in global asset prices adversely impacted PIL’s assets under 
management. The company remains committed to its strategic thrust to reduce reliance on net interest income and continued pivot towards 
generating off-balance sheet revenues, primarily fee based income. The execution of this strategy appears to be on track as fees and 
commissions as percentage of net revenues have progressively increased from 6.45% in FY 2014 to 32.22% in FY 2020. 
 
Net Profit Decomposition:  
The company’s profit performance for the six months ended September 2020 have generally followed the same trajectory as net revenues 
and continues to be significantly influenced by the consequences of the COVID-19 pandemic; this resulted in a sharp contraction in Net Profit 
Attributable to Owners of the Company (NPAO) YoY. NPAO declined by 25.5% to $US6.14M when compared to the approximate normalized 
NPAO US$8.25M achieved for in the same period in 2019.  
 
 1. Treasury & Trading: The Group’s Treasury Segment registered a net loss of 

US$1.68M for the period ended Q2 2021. This was mainly driven by the 
aforementioned reduction in net interest income along with the company’s tactical 
decision to buffer liquidity through the sale of investment securities. Whilst 
tightening margins are expected to persist in the medium term due to the 
combination of lower rates in conjunction with PIL’s shift in focus from interest 
income to fee and commission income. 
 

2. Private Equity: PWL reported NPAO of US$1.09M for the six months ending 
September 30, 2020. This was mainly driven by pension management income, 
securities trading and fees & commission.  AFSL contributed NPAO of US$0.10M 
driven by PIL’s reduced ownership of 24.72% and AFSL’s weak performance YTD. 
BOSLIL reported net profits of US$5.28M, 75% or US$3.93M of which were 
attributable to PIL. BOSLIL’s strong performance was mainly attributable to robust 
growth in the company’s top line driven by YoY gains in securities trading. PIL’s 100% 
interest in IFP generated NPAO of US$0.03M, a YoY decline of 93.3% driven by 37.5% 
reduction in the company’s top line. The majority of IFP revenues are generated 
from fees and commission as the company’s focus is centered on off-balance sheet 
activities. PIL’s Associate relationship (20.01% ownership) with JMMB generated 
NPAO of US$3.24M.  

 
3. Real Estate: RPL reported NPAO of US$1.34M at the end of Q2 2021, decline of 1.1% 

YoY driven a reduction in total income. The company remains optimistic about the 
prospects of this segment in the medium term driven by an expected uptick in sales 
if property completions are executed in the estimated timelines.  

Non-Interest Expenses for the six months ended September 2020, fell by 41.4% to $US9.6M versus $US16.4M incurred in the 
corresponding period in 2019. The reduction was attributable to lower general and administrative expenses as a result of PIL’s decreased 
ownership in AFSL in September 2019.  

Assets amounted to US$621.9M at the end of September 2020, a 3.67% increase YoY and an improvement 3.06% QoQ. The change in assets 
over the quarter were explained by an aggregate increase of US$46.10M in cash and equivalents and investment in associates, these 
movements were partially offset by a combined US$28.17M reduction in real sale agreements, investment property and investment 
securities. Total Liabilities exhibited marginal growth QoQ and stood at US$493.51M versus US$488.02 in the corresponding period in 
2019, a 0.92% increase.  

Shareholder’s Equity (excluding non-controlling interest) stood at US$121.87M, which represented a 5.77% increase YOY and 12.2% QoQ. 
The QoQ change in shareholder’s equity was primarily driven by reversals in foreign exchange translation and investment revaluation 
reserve from -US$4.07 and -US$5.25M to US$0.10M and US$3.04M respectively.  The improvement in the latter can be attributed to the 
recovery in global asset prices after the initial risk-off sentiment sparked by the pandemic caused sharp price declines. If this offer is 
successful, PIL could report even higher levels of shareholder equity at the end of Q4 2021. 

Company’s Financials  

Company’s Financials  
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Strategic Growth and Strong Deal Pipeline: The Company 
continues to execute its strategy of expanding its core businesses 
throughout Jamaica and the rest of the region. PIL indicated that 
it has an aggregate deal pipeline of US$45M, of which US$30M 
resides in the private equity opportunities with the remaining 
US$15M are available in the real estate space. 

 

Pending Acquisition of RMCL: PIL has entered into an agreement 
to acquire 50.5% of the common equity of RMCL from Massy 
Properties in Barbados. RMCL is a manufacturing firm domiciled in 
Barbados with a market reach that extends to 15 markets 
regionally. RMCL operates from a 21 acre industrial complex 
producing a variety of margarines, shortening, soybean oils and 
animal feed products. This acquisition is in in line with PIL’s stated 
intention to expand into the productive sector within the 
Caribbean and Latin America region. 

 

Diversified Revenue Streams: Through their private and public 
equity investments, PIL has gained exposure to various industries 
and financial market segments across the region with offerings 
spanning the complete spectrum from the high net worth client 
base served by IFP to the microfinancing needs covered by AFSL, 
real estate developments by RPL to the approved retirement 
scheme offered by PWL. 

 

Real Estate Initiative: Despite the downturn in the current macro-
economic conditions, PIL continues to view growth in its real 
estate segment as a key initiative. This is supported by a 
geographically diversified portfolio consisting of commercial and 
residential properties expected to generate income from both 
sales and lease/rental agreements. With a significant portion of 
projects estimated to be completed within the next two years, PIL 
views real estate as a low hanging fruit. 

 

Tax Benefits: PIL is incorporated in St. Lucia, domiciled there as an 
IBC, and has elected to pay corporate income tax at the rate of 1% 
in that country. Under the CARICOM Double Taxation Treaty, 
based on that election, dividends paid by PIL are not taxable in 
other CARICOM states that are parties to the treaty (including 
Jamaica).  

 

Strong Management: Governance of PIL’s business and affairs are 
executed by a seven member Board of Directors, of which six 
including the Chairman are independent, well in excess of the 
internationally recommended standard of 50%. The Board has an 
average of length of service of 8.4 years and is supported by an 11 
member Director and Senior Management team who have 
demonstrated the requisite expertise to execute the strategic 
initiatives needed to continue driving growth.  

 

 

Covid-19: Notwithstanding the advent of the COVID-19 vaccines, PIL‘s 
revenue and profitability performance will likely remain pressured 
due to the continued disruptions caused by the pandemic. The virus’ 
impact could weigh on RPL’s prospects and could result in a slowdown 
in the execution of their developments and completion timelines. 

 

Economic Downturn: The Jamaican economy was plunged into a 
deep recession during 2020 and whilst there are faint signs of 
improvement, as evidenced by an 8.3% recovery in GDP at the end of 
Q3 2020 compared to the previous quarter, 2021 is still set to be 
another challenging year. This will adversely impact the performance 
of the financial sector, as weaker economic output along with higher 
levels of unemployment will weigh heavily on asset quality (non-
performing loans). In spite of PIL’s shift in focus, tightening interest 
margins as result of the central bank’s accommodative stance will 
adversely impact the performance of PIL and some of its key local 
subsidiaries and associates. 

 

Contagion Risk: The local landscape has become increasingly 
interconnected with a fair amount of financial institutions being 
exposed to the performance of each other through associate 
relationships. An idiosyncratic event in one the PIL’s associate 
relationships could set in motion market events that could result in 
reduced income for PIL. 

 

Regulatory risk: PIL faces regulatory risk and government 
interference in its key business lines across the region. The most 
prominent concern currently is the possible change to the regulatory 
environment in St. Lucia which could result in changes to the tax 
advantages that PIL shareholders are currently enjoy.  

 

Foreign exchange risk: PIL earns a significant portion of their 
revenues from operations and companies that report and distribute 
profits in Jamaican dollars. PIL is therefore exposed to a certain 
degree of translation risk stemming from exchange rate volatility. 

 

Increased Competition: Increased competition within the financial 
sector could cut into PIL’s market share as most of the investment 
houses are also going through reorganization and are seeking similar 
opportunities.  

 

Risk of Dilution: PIL indicated periodic capital raises is central to the 
execution of its strategic objectives. Whilst this generally augers well 
for the growth prospects of the company, additional common share 
offerings can often result in reduced earnings per share (EPS) for 
existing shareholders.  

 

 

 

 

 

Investment Thesis  Key Risks  



Portfolio Advisory Group 
Proven Investments Limited | APO 

January 08, 2021   
 

 
 

 
 
 
 
 

 

 

 

 

 

 

 

 
  

 

Outlook 

The global economic trajectory continues to hinge on the protraction of the COVID-19 pandemic and whilst the arrival of approved 

vaccines represents a definitive step towards arresting the virus, there is still some distance that must be travelled before we are in the 

clear. Nonetheless, we have seen gradual improvements in economic activity and market sentiments, and it is within this context that 

company has decided to reengage the market. PIL is hoping that this offer will provide an injection of capital to execute on their stated 

US$45M pipeline, with the US$15M real estate deal line expected to be among the company’s top priorities. Whilst the company states 

that they have various deals at different stages in its pipeline, we believe that the full impact of the proceeds from this offer will not be 

fully realized until the next fiscal year (FY 2022). This is based on the fact that company is heading into its final quarter for fiscal year 2021 

in conjunction with the associated moving parts involved with approvals and deployment. As such, we believe the initial impact of the 

offer will be a dilutive one. Whilst we are expecting continued headwinds in 2021 our expectation is for PROVEN to see improved 

performances over the medium to long term as the company continues execute on its stated investment strategy to diversify its exposure 

and income streams as evidenced by the potential entrance into the manufacturing sector. 

 

 

Assumptions, Valuation and Recommendation 

We assumed the APO will be successful and fully subscribed increasing PIL’s total shares outstanding to 714.72M (759.43M if upsized) 

from 625.31M. 

 

Our fundamental valuation for PIL is based on the Three Stage Dividend Discount Model. We estimated an EPS growth rate for fiscal year 

2022 of 15.87% that linearly declines to a LTGR of 6.50%; with an estimated beta of 1.12; and a long term dividend payout ratio of 50% 

resulting in a fair value of US$0.265/J$38.56 and US$0.236/J$34.36 if the offer is upsized. Based our Relative Valuation Model, with a 1-

yr forward P/E of 19.91x and P/B of 1.33x, we determined a twelve month target price of US$0.292/J$42.58 and US$0.286/J$41.62.  

 

PIL currently trades at a 12 month trailing P/E of 13.27x and a P/B of 1.26x both of which are currently below the 12 month trailing P/E 

(18.91x) and P/B (3.04x) for JSE Finance Main Index and within the range of 12 month trailing P/E (13.33x) and P/B (1.17x) for the JSE USD 

finance index. 

 

We are recommending that investors participate in PIL’s APO if it is aligned to their current strategy as our valuation implies that the offer 

is fairly valued. While we think the company’s strategy may be subject to short term volatility based on the resurgence in confirmed cases 

globally, we believe the longer term prospects are supported by a successful vaccination campaign. 
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General Disclosures:  

 

This report has been prepared by Scotia Investments Jamaica Limited (“SIJL”), a subsidiary of Scotia Group Jamaica Limited. It is provided 

to you, our clients, for information purposes only. The information herein is believed to be reliable and includes information from public 

sources also believed to be reliable. While the objective is to provide information in a fair, clear and non-misleading manner, SIJL does 

not represent or warrant that any information in the report is free from errors or omissions. Opinions and projections in this report are 

the views of the author(s) as at the date of this report. 

 

The views expressed are subject to change and SIJL has no obligation to update, modify or amend this report or to otherwise notify a 

recipient thereof in the event that any opinion forecast or estimate herein changes or subsequently becomes inaccurate. Nothing 

contained in this report is or should be relied upon as a promise or representation as to the future Neither SIJL nor any of its officers, 

directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss arising from the use of this report 

or any of its contents. The securities discussed in this publication may not be suitable for all investors.  

 

This report is provided to you for informational purposes only. It is not an offer or a solicitation of an offer to buy or sell any securities 

or to participate in any trading strategy.  This report is not intended to provide personal investment advice and it does not take into 

account the specific investment objectives, financial situation or particular needs of any specific person. Investors should seek advice 

regarding the appropriateness of investing in securities and implementing investment strategies discussed or recommended in this 

report and should understand that statements regarding future prospects may not be realized. Nothing contained in this report is or 

should be relied upon as a promise or representation as to the future. The information in this publication is not intended to predict 

actual results, which may differ substantially from those mentioned in this report. Scotia Investments Jamaica Limited, its directors, or 

other officers may have a position in, or engage in transactions in any of the securities mentioned herein. 
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Appendix – PIL’s APO key details 
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Appendix – PIL’s Top 10 Shareholders 
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Appendix – Deal Pipeline and Corporate Structure 
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Appendix – PIL’s Board of Directors 
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Appendix – Board of Directors (Cont’d) 


