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Sagicor Financial Corporation (SFC)
 

 

Overview

Sagicor Financial Corporation (SFC) was established in Barbados in 1840 as The 

Barbados Mutual Life Assurance Society (The Society). In 2002, The Society was 

demutualized1 and converted to Sagicor Life Inc. a share-holder owned company with 

share capital. In December of that year, SFC was incorporated as its public limited 

liability holding company.  

 

SFC is a leading regional financial services organization, operating in 22 countries in 

the Caribbean, Latin America, United Kingdom (UK) and the U.S.A. Expanding from 

its life insurance base, SFC provides a comprehensive range of financial solutions and 

is listed on the Jamaica, Barbados, Trinidad and Tobago, and the London Stock 

Exchanges. 

 

SFC is rated 'A' Excellent by AM Best2, based on financial strength, strategic 

management and operating efficiency, while the main insurance subsidiaries are rated 

“A” (Excellent) or rated “A-" (Excellent). SFC’s principal operating subsidiary, 

Sagicor Life Inc (SLI) has a BBB+/Stable Financial Strength rating from Standard & 

Poor’s. 

 

Management and Corporate Governance   

The 12 member Board of Directors, chaired by Terrence Martin for ~2 years, 

approved the adoption of a Group-wide risk-based corporate governance structure 

which is clearly detailed and available to the public. This is fostered by SFC’s listing 

on the various exchanges which requires strict adherence to corporate governance 

standards and international best practices.  

 

Of the 12 members, 11 are independent including the Chairman, while the President 

and CEO, Mr. Dodridge Miller is the sole executive director and is not a member of 

any of the board sub-committees, which removes the risk of managerial influence in 

executing the board’s responsibilities. This contributes to the earnings quality of the 

financial statements which fosters reliable and relevant company analysis. 
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Business Lines and Revenue Drivers  

SFC has four main business lines driving its two main revenue generators, Net 

Premium Income and Net Investment Income. The business lines include Individual 

Life and Health Insurance and annuities; Group Life, Health Insurance and Pensions; 

Property and Casualty Insurance. Cumulatively they generate SFC’s net premium 

income, accounting for 68% of total revenue as at December 2008 while the fourth, 

banking and investment management makes up the company’s net investment income 

representing 31% of revenue.  

 

Over the last four years Net Premium Income growth has been volatile, but for 2007-

2008 the revenue line increased 65% despite the dismal macro economic environment 

(Fig1). Main contributors, accounting for 90% of this growth, were the Jamaican and 

UK operations.  
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Fig 1 

 

Individual Life and health insurance premium is the largest class of insurance 

premium for SFC, accounting for approximately 88% of premium income and 50% of 

total revenue in 2007. Demand for this product is relatively income elastic, and as 

such fundamental growth in this area may be stifled by (1) the current economic 

environment in both primary economies which has resulted in high unemployment 

levels and (2) the heightened projected downturn for 2009 into 2010.  

 

Growth in Investment Management Income had also been volatile and has increased 

10% on average for the last five years and 4% for 2008 year-on-year (Fig1). 

Relatively low 2008 performance was primarily caused by the contraction in equity 
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and debt securities trading and low interest rate environment in all economies except 

Jamaica.  

 

Individual annuity has great growth potential within the Caribbean and specifically in 

Jamaica given increasing demand arising from the country’s recent reform of its 

Pension industry.  

 

In 2008, total revenue increased 59%; however Net Benefits and Expenses grew by 

49% and 26% respectively resulting in only a 10% increase in Net Income of 

US$124M (Fig 2).   
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Fig 2 

 

This translated to EPS of US$0.34 and a 16.6% return to shareholders; representing a 

1.9% increase compared to a 2.2% increase in 2007. Decline in ROE growth was 

primarily caused by a 212 percentage points decline in the net profit margin and the 

efficiency ratio regressing by 257 percentage points (Fig3).  

 

Fig 3
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Additionally, SFC had a US$64.5M impairment which reduced equity by 2%, had this 

been netted against earnings, net shareholder income would have plummeted 68% to 

US$30.8M, representing a 65% decline compared to 2007 earnings. Despite the 

equity decline, SFC’s capital base remains strong and provides an adequate buffer 

against similar potential impairments, seeing that short term improvement in the 

economy is unexpected.  

 

ROA increased to 2.41% despite an 8% increase in company assets while cash flows 

from operating activities improved 350% from a -US$71.7M 2007 position, resulting 

in an 89% increase in cash and cash equivalent despite increases in net cash outflows 

from investing activities and translation costs. Translation Cost is a growing concern 

as the JMD, the local currency of SFC’s major revenue generator decreased 14% 

during 2008 and continues to aggressively depreciate against the reporting currency, 

the USD; this means an increasing exposure to translation losses on SFC’s books and 

potential write down against the equity base. 

 

Country Analysis  

2008 was marred by unprecedented events triggered by the US subprime crisis which 

ballooned into a seemingly insurmountable financial crisis large enough to drive the 

global economy into recession. The IMF projects 2009 world economic growth of a 

mere 0.5%. With SFC operations spanning a number of countries whose economies 

are being stifled by the ill effects of the contagion, an understanding of the growth 

projections of the various economies for 2009/10 should highlight the challenges for 

growth of SFC’s revenue and earnings in the short-term.  

 

Jamaica  

The Jamaican operation, comprised of Sagicor Life (SLJ) and Pan Caribbean Group 

(PCFS), is the main contributor to SFC revenue (39%) and income (38%). Despite the 

challenging economic environment, PCFS profit improved 14%, driven primarily by 

the high interest rate environment which resulted in 13% increase in net interest 

income and 20% increase on total revenue (Fig4).  

 

Additionally, their recently launched commercial bank has developed traction and 

contributed to 18% growth in their loans and securities portfolios. While growth is 
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expected to be challenging, the prolonged high interest rate environment should foster 

similar performance of the company in the upcoming periods.  

SLJ reported 33% 

increase in net income 

as net premium income 

and total revenue 

increased 83% and 67% 

respectively (Fig4). 

This exceptional 

performance, driven by 

the acquisition of the insurance business of Blue Cross Jamaica Ltd. is unsustainable 

and is expected to tapper-off in upcoming periods. Additionally, the construction 

industry which normally provides another avenue for revenue to SLJ declined 11% in 

2008 and is not expected to be a lucrative short term source of income. 

 

The economy is anticipated to decline 2.2% in 2009, predicated on a weakened 

projection of the financial services sector, an aggressively depreciating JMD against 

the USD, decline in external demand for Jamaica’s goods and services, increasing 

import costs and a growing budget deficit. Manifestations, including (1) widespread 

unemployment and closure of companies in critical sectors will place a downward 

pressure on group life insurance demand from SLJ, and (2) the recent downgrade of 

Jamaica’s credit rating by Moody’s, will retard overall exceptional growth for both 

companies.  

 

U.S.A.  

For 2008, the economy fell into recession, driving unemployment levels to record 

highs, despite President Bush’s US$700B bailout plan implemented in the latter 

quarter of 2008. The challenges are anticipated to continue and possibly worsen as the 

IMF is projecting a 1.6% downturn for 2009, the potential recovery of the US 

economy and growth opportunities for SFC is highly dependent on the effectiveness 

of the Obama administration’s $1.3Trillion stimulus package which experts postulate 

will bear fruit in two to three years and which the Fed Chairman confirmed will be 

subject to Banking industry recovery. Nonetheless, the IMF projects possible growth 

in the US economy of 1.6% in 2010.  

PCFS 2,008 2007 Change

J$'000 J$'000

Total Interest Income 6,138,572     5,179,846       19%

Interest Expenses 4,199,659-     3,467,667-       21%

Net Interest Expense 1,938,913 1,712,179 13%

Revenue 3,066,089     2,560,004       20%

Expenses 1,232,837     886,610          39%

Net Profit 1,380,932     1,212,994       14%

SLJ

Net Premium revenue 20,269,545   11,088,047     83%

Total Revenue 28,258,936   16,963,941     67%

Benefits and expenses 22,676,658   12,651,415     79%

Profit to shareholders 3,928,094     2,956,775       33%

Fig 4 
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Revenue Composition by Geographical Location 2007
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SLI, the main viaduct for SFC into the US life insurance market, contributed 6% to 

SFC’s revenue in 2007 and had the lowest ROE by any country of 0.14% 

based on the decline in 

surplus and weak 

statutory earnings.  

 

Its performance has been 

negatively impacted by its 

limited name recognition 

in the US insurance 

market, intense 

competition from large life insurers and challenges in executing its long term growth 

strategy. However, its recent upgrade to “Excellent” by AM Best encourages 

shareholders that the outlook of SLI is stable predicated on its new net worth 

maintenance agreement which supports its business growth strategy going forward.  

 

Barbados

Barbados’ economy only grew marginally in 2008 which resulted in increased 

unemployment and inflation (Fig6).  

The economy is projected to decline within the range of 

0% to 2% for 2009.  

SFC operations in Barbados, which includes the 

insurance arm of SLI and SGI and its investment 

management businesses of Sagicor Asset Management 

and Globe Finance Inc., contributed 17% and 9% to revenue and net income for 2007. 

Given the freeze of credit on the global market and the lower interest rate 

environment, SFC will have to employ innovative strategies to generate improved 

revenue and income from investment management. Furthermore, SGI, the largest 

property insurance provider in the market has significant exposure to weather related 

events and may come under strain if the 2009 hurricane season is an active one for the 

Caribbean. Its strategy of operations expansion to Jamaica and Panama augments its 

territorial diversification and helps to mitigate this exposure. The reception in the 

Jamaican market should be encouraging as the demand for property insurance 

outweighs the supply available, more so since the fall of Dyoll Insurance. 

Fig 5

2007 2008

GDP 3.30% 0.70%

Deficit as a 

% of GDP 1.90% 4.50%

Inflation >10%

Unemployment 8.40%

Fig 6 
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 Additionally, SFC’s acquisition of Barbados Farms has excellent long term growth 

prospects and provides an alternative revenue source for the company.  

 

Trinidad and Tobago (TT)  

TT contributed 13% to overall revenue and accounted for 10% of SFC’s income from 

ordinary activities. TT operations include the TT branch of SLI and Sagicor General 

Insurance (SGI) and the operations of Nationwide Insurance Company and Sagicor 

Merchant Limited.  

Oil price decline in the international 

market has significantly reduced 

government revenue compared to 

budget and projections are for a 

deficit of 1.3% of GDP compared to 

a 6.6% surplus in 2007/2008. 

Additionally, recent bailout 

initiatives by the TT Government of 

CLICO Investments, one of the 

largest conglomerates in the country, are anticipated to cost up to US$1.3B. With 

2009 economic growth expected to remain flat, TT operations will face challenges in 

generating revenue growth and commendable earnings for 2009 and will be subject to 

similar unique risks of the insurance companies.  

 

UK  

The UK operation, comprised of Sagicor at Lloyds (SAL), accounted for 8% of SFC’s 

revenue in 2007 and contributed significantly to the increase in core revenue for 2008, 

primarily because the financials for that year marked the first full year of consolidation. 

SAL, through its acquisition of Byrne & Stacey Underwriting Limited, now has access to 

over 800 brokers augmenting it’s strength in the insurance underwriting industry and is 

poised to strengthen its presence in the European market while developing new product 

lines for the Regional market.

 

IMF projects an outlook of -2.8% for the UK in 2009 despite the bailout package of 

~€2 trillion (approx US$3.9 trillion). Notwithstanding, the economy is expected to 

experience a slight recovery of 0.2% growth in 2010. Fundamentally, UK operations 

are strong and provide great growth potential. 

 

Income from Ordinary Activities Composition by 

Geographical Location 2007
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SWOT Analysis  

Strengths

•  SFC is a leader in life insurance industry locally and regionally and continues to 

build brand equity in international markets. Its market dominance and strong brand 

identity support its competitive advantage and ability to keep the value added 

component of its products.

•  The Group has been rated ‘A’ by A.M. Best Company

•  SFC has a diversified income stream through its wide distribution network across the 

Caribbean, Latin America, USA and UK.

•  The company’s listing on the exchanges forces strict adherence to corporate 

governance and international best practices.

Weakness

• SLI's high exposure to collateralized mortgage obligations in addition to its spread 

based program with the Federal Home Loan Bank (FHLB), has resulted in impairment 

write-offs of US$64.5M on SFC consolidated statements; the possibility of additional 

write-off exists which could further weaken the company’s equity or dampen profits.

Threat

•  Growth in domestic and regional financial industries is expected to be stymied by 

the downturn in their individual economies which may depress strong growth from 

existing or new businesses.

•  Competition in the local market by other formidable insurance companies including 

Scotia Insurance and NCB Insurance Companies Limited.

Opportunities

•  Strong long term growth prospects from Barbados Farms acquisition 

•  Wider spreads on investment activities from Jamaican operations.

 

Industry Attractiveness and Porter's Model  

SFC is a growth stock operating in a relatively mature industry; SFC’s short term

profitability will be highly influenced by GDP growth projections in the various

economies it opertates. Its products are highly income elastic which may result in

reduced demand based on loss of disposable income caused by high unemployment

levels in the various economies.   
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Long-term profitability and growth potential will be driven by the Group’s strategies 

which are detailed below:  

•  Streamline new and existing operations to improve efficiency and deliver customer 

value 

•  Expand and develop products to offer a wider range of financial products and services

•  To expand internationally and in the Caribbean 

•  Optimise the use of capital to maximise shareholder returns

 

In 2008, SFC re-branded Life of Jamaica to SLJ in a bid to align its primary revenue 

generator with the company brand and image and to maximise on synergism.  

 

Additionally, the Group acquired a controlling interest in Barbados Farms whose 

main operation is the cultivation of various crops mainly sugar cane. This provides a 

growth area for SFC as they intend to use the lands not suited for agriculture for 

residential development similar to activities undertaken by SLJ. The potential revenue 

is significant as the lands represent a significant percentage of available land space in 

the country and will grant SFC a level of monopolistic power in setting prices on 

these developments. The challenge however, is the current economic environment 

which is not conducive for such developments and would mean postponing any 

business activities and the potential benefits until the economy recovers.   

 

The Group, in an effort to tap into international capital markets, has succefully listed 

on the London Stock exchange, bringing to life its strategy of global expansion.  

Since then, SFC acquired Sagicor at Lloyds at a gain of US$23.7M in its bid to 

deepen its presence in that market.  

 

The following table highlights the insurance industry structure based on Porter’s 

model with focus on the Jamaican economy, being the primary revenue generator for 

the Group.  
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Industry Analysis Specific to SFC's Operations based on Porter's Model

Competitive Force Key Issue

Entry barrier High; The high capital base and regulatory requirements are major 

deterrents to entrants who may find the latter in particular very costly.

Threat of Substitute Moderate to High; Despite SFC dominance through SLJ in the insurance 

market, there are other formidable insurance companies in the market which 

provide comparable substitutes therefore contibuting to a relatively high 

propensity for policy holders to substitute given low product differentiation. 

Also, the switching costs to acquire subsitute products are relatively low.   

Bargaining Power of 

Suppliers

Low to Moderate; The main cost of SLJ operations is salary expenses; 

Staffs' bargaining power will be influenced by the stregnth of their union.

Bargaining Power of 

Buyers

Low; Buyers have a low baragaining leverage due to low buyer 

concentration and low individual volume relative to total sales

Rivalry among 

existing competitors

High; There is aggressive competition among market players and not many 

discernable differences between competing products. 

 

 

Technical Analysis  

In early 2008, the JSE Main index was more or less on an uptrend as investors 

underestimated the lagged impact of the global crises which started to manifest itself 

in stock prices of a number of locally listed companies in Q4 of the year. Wary 

investors who were speculative of material impacts on investments moved out of 

equities into “safer” investments. This caused downward pressure on the market 

pushing the year-end close 26% lower than its opening value. Similar activities were 

seen on the Barbados and Trinidad stock exchanges, as the markets receded 11% and 

14% respectively.  
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Fig 8 
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During 2008, SFC was listed on the JSE; Fig8 indicates the company’s stock price 

was consistently stable over the latter quarter of 2008 despite the downtrend in JSE 

Main and Financial sector indices. This was primarily due to illiquidity of the stock 

and its low level of trading activities on the exchange. It is ranked the 19th liquid 

stock of 39 and has a bid/ask spread and stock turnover of 73% and 1.25% 

respectively. Low trading activities are also caused by the low free float of the stock 

in any one country, given that the available outstanding shares have to be dispersed 

over four exchanges.  

 

At the end of February 2009, the stock price has fallen by 15% on TTSE as investors 

factor the impact of the CLICO bailout by the TT government in the valuation of the 

company; on the contrary the price increased 7% on its domicile exchange and 

remained stable on JSE and LSE.  

 

Relative Stregnth Index (RSI)  

The stock’s RSI3 is currently 59.73, 41.52 and 32.41 on the Jamaican, Trinidad and 

Barbados exchanges respectively. This suggests the stock is appropriately valued in 

the Jamaican and Trinidadian markets and is likely undervalued in the Barbadian 

market. 

 

This provides great trading opportunities for both value and growth stocks investors 

who may take advantage of arbitrage opportunities available across country borders. 

However, given the high transaction cost and cash required for such undertakings; 

arbitrage opportunities may only be beneficial to large volume transactions.  

 

Valuation and Recommendation  

Accordingly, revenue is projected to improve by approximately 15%-18% while 

growth in expenses are expected to grow between 10-15% given cost containment 

efforts, resulting in a marginal earnings increase of less than 10% (EPS of US$0.375). 

The projected share prices compared to their current prices and the respective 

recommendations are highligthed in Fig 9. 
 

JSE BBSE TTSE LSE

J$ B$ TT$ £

Intrinsic Value 285 7.28 12.58 1.40

Current Share Price 260 3.6 11 1.27

Potential Cap. Appreciation 10% 102% 14% 11%

Recommendation BUY BUY BUY BUY  

Fig 9 
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Potential capital appreciation ranges between 10%-104% and with dividend yield 

currently 6%, the stock can provide a total return of 16%-118% over the next 12 

months. Unfortunately, given the illiquidity of the stock, total return may be reduced 

based on the liquidity premium that purchasing the stock may demand. 

 

Nevertheless, the stock is recommended as a BUY on all the exchanges, with the 

greatest return potential on the Barbadian exchange. 

 

Long-term investors holding SFC can maximize diversification benefits by 

incorporating lower correlated stocks such as HL, CAR, PULS, PJAM, GK and SVL 

into their portfolio. 

  

Risk to this projection includes any significant impairment write-down or prolonged 

or worsened dowturn in the primary contributing economies.  

 

The main limitation of the analysis was the unavailability of the segment report by 

business lines and geographical locations for 2008. 
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APPENDIX

2005 2006 2007 2008

Income Statement

Net Premium Revenue 639,196 377,622 430,386 711,928

Growth in Net Premium Revenue 19% -41% 14% 65%

Net Investment and other Income 495,839             284,708        316,170             327,346      

Growh in Net Investment and other Income 67% -43% 11% 4%

Total Revenue 1,173,981 662,330 772,954 1,053,359

Growth in Total Revenue 41% -44% -34% 59%

Total Benefits 595,589 345,969 384,636 574,986
49%

Total Expenses 354,737 215,827 259,768 326,883

Benefit and Expenses 950,326 561,796 644,404 901,869

Income from Ordinary Actiivities 223,655 100,534 128,550 151,490

Income Taxes 24,046 (13,909)        (19,824)              (26,926)       

Net Income 247,701 86,625 108,726 124,564

Net Income Attributable to: 10.4%

Shareholders 136,562 67,663 86,289 95,277

Participating Policyholders 25,522 -303 -226 3,634

Minority Interest 37,525 19,265 22,663 25,653

199,609 86,625 108,726 124,564

Basic earnings per common share 52 25.4 32.3 34.5
Fully diluted earnings per common share N/A 25.4 32.3 0.3

Balance Sheet

Total Assets 6,417,193 3,363,277 3,649,701 3,947,744

Total Liabilities 5,423,586 2,820,972 3,062,994 3,373,340

Long-term Liabilities 3,487,791 1,747,140 1,920,595 0

Shareholders Equity 747,549 542,305 586,707 574,404

-2%

Per Share Data

Earnings per share 52.00 25 32 35

Share Price n/a n/a n/a n/a

P/E Ratio n/a n/a n/a n/a

Book Value Per Share 2.69 1.95 2.11 2.07

Price to Book Ratio n/a n/a n/a n/a

Key Ratios

NP Margin 11.63% 10.22% 11.16% 9.05%

Leverage 8.58                   6.20              6.22                   6.87            

Sales Turnover

Net Premium Revenue Turnover 10% 11% 12% 18%

Net Investment and Other Income Turnover 8% 8% 9% 8%

Revenue Turnover 18% 20% 21% 27%

ROE - SFC 18.27% 12.48% 14.71% 16.59%

ROA - SFC 2.13% 2.01% 2.36% 2.41%

SAGICOR FINANCIAL CORPORATION  SUMMARY

(US$'000)
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Country Analysis

US$ % US$ % US$ % US$ % US$ % US$ %

Total Assets 606,486   17% 1,105,410    30% 441,316    12% 248,929       7% 798,664   22% 442,187    12%

Total Liabilities 571,037   19% 861,875       28% 333,040    11% 154,158       5% 719,016   23% 258,741    8%

Total Revenue 131,563   17% 298,195       39% 101,656    13% 59,283         8% 50,106     6% 129,836    17%

Income from Ordinary 

activities 13,513     9% 58,194         38% 15,053      10% 30,107         20% 111          0% 36,191      24%

Total Cashflow (23,659)    21% (20,889)        19% (13,681)     12% 13,135         -12% 6,889       -6% 13,175      -12%

Equity 35,449     6% 243,535       42% 108,276    18% 94,771         16% 79,648     14% 183,446    31%

Net profit Margin 10.27% 19.52% 14.81% 50.79% 0.22% 27.87%

Asset Turnover 21.69% 26.98% 23.03% 23.82% 6.27% 29.36%

Leverage 17.11 4.54 4.08 2.63 10.03 2.41

ROE 38.12% 23.90% 13.90% 31.77% 0.14% 19.73%

2007 2007 2007 2007

Other Caribbean

2007 2007

TT UK USABarbados Jamaica 

 

Fig 10 
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Trinidad and Tobago 

 

Fig 13 
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1 Demutualization is the process by which a “mutual” company converts to a company with shareholders and share 

capital. Demutualization separates the interests of members as owners from the contractual interests of 
policyholders. 
 

2 A.M. Best Company is the leading provider of ratings, news and financial data for the insurance industry 
worldwide. Best's Ratings are recognized as the benchmark for assessing the financial strength of insurance related 
organizations and the credit quality of their obligations. 
 

3 This is a technical momentum indicator that compares the magnitude of recent gains to recent losses in an 

attempt to determine overbought and oversold conditions of an asset. RSI ranges from 0 to 100. An asset is 
considered to be overbought once the RSI exceeds 70, meaning that it may be getting overvalued and is a good 
candidate for a pullback. If the RSI falls below 30, the asset is may be oversold and therefore, is likely to become 
undervalued. Large surges and drops in the price of an asset will affect the RSI by creating a false buy or sell 
signals. The RSI is best used in conjunction with other well-known stock-picking tools.  

 


