Addendum To Prospectus by Barita Investments Limited
Dated the 26th day of August 2021

1.0.

Introduction

Just prior to the finalisation of the Prospectus dated August 26th, 2021 by Barita Investments
Limited (“Barita” or “the Group” or “the Company”) in relation to the Additional Public Offer
of shares (“the Prospectus”), the Company released Unaudited Financial Statements for the
nine months ending June 2021 (“Q3 FY21”). Consequently, management has prepared an
addendum to the Prospectus to provide commentary and analysis in relation to the financial
statements, key business drivers and outcomes for the Q3 FY21. This should be read in
conjunction with the full release of the Unaudited Financial Statements for the nine months
ending June 2021 uploaded to the website of the Jamaica Stock Exchange, inclusive of the
Chairman’s statement, extracts of which are contained herein.
Additionally, the market may be aware of recent news emanating from Trinidad and Tobago
(“Trinidad”) referencing Barita, and our parent company, Cornerstone Financial Holdings
Limited (“Cornerstone”), where certain questions and transactions respecting Barita and
Cornerstone have been raised.
We take our reputation and commitment to our stakeholders extremely seriously and to this
end we have worked closely with the Financial Services Commission (“FSC”) on this
addendum to the Prospectus with a view to give our current and potential customers,
shareholders, our regulators, and the public enhanced information on Barita and its
performance. Accordingly, with the advice of the FSC this addendum has been prepared in
line with the FSC’s Revised Guidelines for Issuers of Securities (2008), and in particular, with
the FSC’s Guidance Notes on Management Discussion and Analysis (2005). Further, the FSC
has offered its no-objection to the disclosures herein.
2.0.

Operating Performance
2.1.

Revenue and Profitabi lity

Net Profit for the nine months came in at $3.7 billion, an 83% or $1.7 billion rise relative to
the FY20 outturn of $2.0 billion. This translates to earnings per share of $3.38 which is 38%
above the corresponding result of $2.45 in FY20. Q3 FY21 profit margin was 55%, an
improvement over the prior year result of 53%.
Barita registered net operating revenue of $6.7 billion for the first nine months of FY21,
representing a $2.9 billion (77%) rise versus the prior year period. Net operating revenue of
$2.6 billion for the quarter was up 75% relative to $1.5 billion during Q3 FY20. The Group's
revenue base for Q3 FY21 was comprised of:
•

Net Interest Income: Net Interest Income (NII) reflected a $316 million (38%) increase
year-over-year ("YoY") to $1.2 billion. This rise is an outcome of our focus on expanding
1

Addendum To Prospectus by Barita Investments Limited
Dated the 26th day of August 2021

the Group's credit and fixed income portfolios, coupled with a 50% YoY rise in repo
liabilities. NII constituted 17.2% of net operating revenue for the year-to-date period
for 9M FY21 down from 22.1% for the comparable period in FY20.
•

Non-Interest Income: Non-interest income reflected year over year growth of 88% or
$2.6 billion, to $5.5 billion relative to $2.9 billion. The growth in non-interest income is
principally driven by improvements in fees and commission income, and foreign
exchange trading & translation gains. Non-interest income as a percentage of net
operating revenues was 83% during the review period, which reflects the Group's focus
on optimizing its revenue mix with emphasis on fee-based income:
o

Gain on Investment Activities: This business segment relates to gains on our
proprietary trading portfolio, which closed the reporting period 9% below Q3
FY20 result. The decline YoY is attributable to the continued reduction in large
market value transactions locally and bouts of volatility in international markets
which intensified in Q3 FY 21 occasioned by concerns about rising inflation and
the potential for further economic damage from the rising Delta variant. Gain
on Investment Activities represented 15% of net operating revenue for the 9M
FY21 period relative to 16.6% for the comparable period in FY20.

o

Fees and Commission Income: Fees and commission income rose by 95% to $2.7
billion relative to the corresponding FY20 result of $1.4 billion. Fees and
commissions income constituted 40.7% of net operating revenue for the 9M
FY21 period relative to 20.8% for the comparable period in FY20. This line item
shows the results of strong performance by our investment banking and asset
management business lines which combine to represent 97% of the fees and
commissions earned for the year to date-period.
Investment Banking.

Specifically, the growth in investment banking and

commitment fees has been the result of increased fundraising activity on behalf
of our clients. Year-to-date, the line has grown by 180% to $737 million relative
to the corresponding period last year. Barita has completed over 20 public and
private investment banking transactions valued at over $20 billion for local and
regional entities across different sectors and sub-sectors of the economy to
include information technology, manufacturing, financial services, distribution,
real estate, gaming and entertainment. The most public transaction executed
during the period was the completion of the Additional Public Offering (“APO”)
of Derrimon Trading Company Limited (“DTL”) which raised $4.1 billion from
over $7 billion in subscriptions and generated approximately $143 million in
direct fee revenue. This was the largest capital raise in the history of the Jamaica
Stock Exchange’s (“JSE”) Junior Market.
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Asset Management.

Barita’s asset management business spans two (2)

distinct lanes of operations as at June 2021; the Managed Fund Division (Unit
Trusts & Bespoke Portfolio Management), and the Structured Finance &
Alternative Investments Division. The below table outlines the year-to date
performance across these two lanes of operation.

$ '000

Managed Fund Division

9 Months Ended

9 Months Ended

June 30, 2021

June 30, 2020

402,277,855.56

Structured Finance & Alternative Investments Division

359,632,157.39

1,495,239,242.48

676,971,661.65

1,897,517,098.04

1,036,603,819.04

Barita has also seen substantial growth in its asset management business driven
by a combination of factors to include the overhauling of its sales architecture,
which now has focused personnel and strategies aimed at serving its retail,
digital, wealth and institutional customer segments. The growth in the asset
management business, and by extension revenues has also been driven by the
addition of new products such as customized portfolio management services in
the Managed Fund Division, increased activity in our structured finance division
and fees generated from the expansion of our alternative investment platform.
Per the above table, the Managed Fund Division generated $402 million in
revenue, up $42.8 million or 11.9% for the 9M FY21 period.
The structured finance division has focused on providing clients with bespoke
funding and investment solutions primarily through an off-balance sheet special
purpose vehicle; Barita Finance Limited (“BFL”). The investment solutions BFL
offers, which are primarily in the form of notes/bonds, offer investors, to include
Barita, customized exposures which are typically supported by assets in an
underlying portfolio managed by Barita, for which the Company is compensated
in the form of management fees. The investment management arrangement has
a fixed/performance-linked fee structure, which has allowed Barita to participate
in returns generated by the portfolio. For the 9M FY21 period, the Company
generated $696 million in direct fees from the structured finance division.
During the year, per our indications in the prospectus for our September 2020
APO, Barita set about undertaking the activities necessary to seed the
Company’s alternative investment platform. We define the alternative
investments asset class as exposure to Private Equity, Private Credit,
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Infrastructure, and Real Estate; and the Company has focused over the last
several quarters on building out our strategy in this area. The process of
establishing the platform has involved the sourcing, evaluation and selection of
seed portfolio assets as well as the structuring of investment vehicles and the
attendant seed funding thereto, amounting to approximately $6 billion. This has
allowed Barita to accrue management fees related directly to its asset selection
in the alternative investments platform, whose performance during the period
resulted in improved overall performance-linked management fees year-overyear by ~$800 million. Barita was able to position the alternative investments
portfolio in assets well below intrinsic value, which has fuelled the rise in
portfolio values for the period. Year to date the revenues from alternative
investment business lines coupled with our unit trust business have combined
to drive a $849 million or 80% rise year over year in asset management fees to
$1.9 billion. Barita anticipates continued growth in this area of the business as
over the last several quarters the team has focused on developing a robust
pipeline of alternative assets which stood at over US$70 million as at June 2021.
These opportunities will be integrated into various investment platforms over
the course of ensuing quarters.
o

Foreign Exchange (“FX”) Trading and Translation Gains: The Group's foreign
exchange exposures are actively managed in an effort to safeguard
shareholders' equity against the effects of currency risk. The scale of foreign
exchange trading operations through our Cambio has also been expanded
through the growth in our capital base. This has been complemented by deeper
customer engagement which has resulted in increased transactional activity via
our Cambio. Year-to-date, the local currency (“J$”) showed a depreciatory trend,
closing June 2021 against the United States Dollar ("US$") at J$148.52:US$1.00,
a devaluation of 4.1%. The year-to-date period has been characterised by high
volatility in the Jamaican dollar versus its international counterparts, which has
allowed the Group to benefit by positioning its balance sheet appropriately. The
Company registered foreign exchange trading and translation gains of $1.8
billion for the nine months, which compares favourably to $428 million
recorded in the corresponding FY20 period. Of the total revenue from this line,
approximately $1.4 billion was realised and $365 million remained unrealised at
the end of the period. This outturn represented 26.7% of net operating revenue
for the 9M FY21 period relative to 6% for the comparable period in FY20.

•

Operating Expenses: Non-Interest Expenses for the first nine months of FY21 rose by
87% to $2.4 billion versus $1.3 billion for the corresponding FY20 period. The YoY rise
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in expenses is driven by increases in staff costs (by $375 million or 68%) and
administrative expenses (by $629 million or 86%), while the Group's expected credit
losses ("ECL") rose to $137 million relative to $13 million. ECL will generally increase
with balance sheet expansion but is also a function of changes in macroeconomic
outlook that may influence risk in the credit portfolio. Operating expense increases
reflects continued investment by the Group in the critical pillars of its transformational
growth strategy. Notwithstanding the rise in operating expenses, the Group's efficiency
ratio for the nine-month period was 36% versus 35% for the corresponding FY20
period.
2.2.

Balance Sheet Highlights

Assets:
Total Assets: Barita's total assets stood at $84.2 billion as at June 2021, representing a $32.0
billion or 62% increase over June 2020. This increase is largely the result of a $21.1 billion
growth in pledged assets. Highlights of key items comprising the Total Assets are outlined
below:
•

Liquid Assets: The Company’s ‘Liquid Assets’ as measured by Cash, Equivalents &
Reverse Repurchase Agreements rose by $3.7 billion (73.1%) to $8.8 billion as at June
2021. Liquid Assets represented 10.5% of Barita’s Balance Sheet as at the period end
up from 9.8% as at June 2020. The Company prioritizes maintaining ample liquidity to
serve as both a defensive mechanism aimed at withstanding transitory market
disruptions as well as an offensive mechanism which allows Barita’s trading
operations to take advantage of opportunities as they arise.

•

Pledged Assets and Marketable Securities: Pledged Assets and Marketable Securities
rose by $24.3 billion or 68% to $60 billion to comprise 71% of the Company’s balance
sheet as at June 2021. These lines combine to represent substantively the Company’s
investment portfolio, which is largely comprised of credit assets to include, local,
regional & international government and corporate bonds.

•

Investment in Associates: During Q2 FY21, Barita invested ~$2 billion to acquire a 20%
stake in Derrimon Trading Company Limited. Barita would have recorded $41 million
in revenue from this investment for the March-May 2021 period.

•

Loans Receivables: Barita’s exposures to loan receivables rose by $800 million or 39%
to $2.8 billion. Barita’s exposure to loans is substantively comprised of margin loans
which are typically extended to our clients and fully secured by equities, bonds or
repurchase agreements. Via our investment banking business, we also provide loans
to our clients which are typically intended to be:
o

the subject of a refinancing via a capital market transaction;
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sold to a third party; and/or
the subject of a securitization

o
o

Receivables & Due from Related Parties: As at the end of June 2021, the Company’s
receivables balance recorded a 14% growth to $4.3 billion which represented 5.2% of Total
Assets versus 7.4% as at the end of June 2020. Receivables are comprised typically of
revenues from accrual-based sources such as management fees not yet paid, and balances
associated with client transactions. Notably, none of these balances were doubtful for
collection as at the period end and are reviewed on a periodic basis consistent with the
requirements of IFRS 9. Related party balances, which arise from transactions with members
of the Group, declined slightly by $151 million or 6.1% to $2.3 billion representing 2.8% of
the Balance Sheet as at June 2021 versus 4.8% as at June 2020. These balances relate to
inter-group transactions executed in the normal course of business.
Liabilities:
To fund the increase in total assets, the business experienced growth in our total liabilities
YoY by 46% or $17.1 billion to $53.9 billion. At $46.2 billion, repos were the single largest
component, having increased 50% or $15.5 billion.
•

Repurchase Agreements: The Company’s funding from Repurchase Agreements rose
by $15.5 billion or 50% to $46.2 billion as at June 2021 which was 86% of the
Company’s liabilities as at June 2021.

Shareholders’ Equity:
The equity base of the Group grew significantly YoY, rising by 99% or $15.0 billion to close
the period at $30.3 billion. The growth in shareholders' equity was largely a result of the
following:
•

The injection of $13.5 billion of additional equity in the Group via the
September 2020 APO; and

•

An increase in retained earnings, net of dividends declared during the
period.

3.0.

Risk Measures

The Company’s equity base has also facilitated capital adequacy ratios, which are
significantly above regulatory minimums and average industry levels. The Company’s Capital
to Risk Weighted Assets Ratio stood at 41% relative to the regulatory minimum of 10% and
the industry average of 22.4% as at March 2021. As at June 2021 BIL had a Leverage Ratio
(Total Assets/Total Equity) of 2.79X which is materially below the average Leverage Ratio of
the Securities Industry as at March 2021 of 5.88X implying that Barita has much more
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resilience and capacity for asset growth, relying solely on this measure, than the average
securities dealer.
4.0.

Off-balance Sheet Arrangements

Barita enters into various types of off-balance sheet arrangements in the ordinary course of
business. Barita’s involvement in these arrangements can take many different forms,
including without limitation:
•
•

•

unitized fund products;
holding senior debt in other unconsolidated special purpose entities that is generally
collateralized by:
o private credit,
o real estate, and
o listed equities
providing guarantees, loan commitments, and letters of undertaking on behalf of
clients.

Barita enters into these arrangements for a variety of business purposes. Securitization
arrangements offer investors access to specific cash flows and risks created through the
securitization process and our unitized fund products offer direct exposures to different
investment strategies based on the risk and return objectives, and other circumstances of
investors.
In relation to some of the aforementioned off-balance sheet arrangements, Barita plays
several roles; to include investment manager, broker and fiscal/administrative agent.
5.0.

Funding for Sustainable Growth

The Company has made a deliberate strategic decision at this time to align its funding
structure with its core mandate of delivering sustainable differential value to its stakeholders.
Central to this objective is our capacity building to fund principal industries and keystone
infrastructure projects that are critical pillars of nation building in Jamaica and the wider
region. Structural changes in the investment banking market have seen an extended run of
record low interest rates, which has been heavily influenced by the synchrony of central
banks worldwide in the pursuit of expansionary monetary policies. This coupled with a
limited appetite for debt by the Government of Jamaica, makes for a conducive environment
for the execution of the Company’s strategy. The gradual shift in market dynamics is a call to
action for the investment banking industry to evolve its funding structure towards stable
funding sources that enable prudent investments in long-term non-traditional principal
investments that are critically required for economic growth and development.
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This has driven Barita Board’s resolve to continue to raise permanent capital, which has put
management in a position to continue to grow the business whilst positioning it prudently to
deliver transformative value to the market and all stakeholders. Since March 2019, the
Company has raised over $23.7 billion in permanent capital via two (2) Rights Issues, a NonRedeemable Preference Share and an Additional Public Offer (“APO”). Our parent company,
Cornerstone Financial Holdings Limited has participated in both Rights Issues and the APO
to the tune of over $16 billion (approximately US$117 million), demonstrating its firm and
unwavering commitment to the growth of Barita. Cornerstone derives its funding from a
combination of equity from shareholders and funding from a consortium of local, regional,
and international banks.
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