
DTL Stock Analysis| December 17, 2021            
 

 

Page 1 of 18 

 

Table of Contents 
COMPANY DESCRIPTION .....................................................................................................................................2 

ECONOMIC OVERVIEW ........................................................................................................................................3 

INDUSTRY OVERVIEW ..........................................................................................................................................5 

CORPORATE GOVERNANCE ................................................................................................................................8 

CORPORATE STRATEGY ......................................................................................................................................9 

MARKET ANALYSIS ........................................................................................................................................... 10 

FINANCIAL ANALYSIS ....................................................................................................................................... 13 

STOCK PRICE PERFORMANCE ......................................................................................................................... 16 

VALUATION & RECOMMENDATION .............................................................................................................. 16 

REFERENCES ........................................................................................................................................................ 18 

 

 

  



DTL Stock Analysis| December 17, 2021            
 

 

Page 2 of 18 

 

COMPANY DESCRIPTION 

Derrimon Trading Limited (DTL, Derrimon, 

the ‘company’), which was incorporated in 

1998, engages in the retail and wholesale 

distribution of consumer goods in Jamaica. 

While originally incorporated as a private 

company, in 2013 the company went public 

via a listing on the Junior Market of the 

Jamaica Stock Exchange. It operates 

through its ‘Distribution’, ‘Wholesale and 

Retail’, and ‘Other Operations’ segments (see 

figure 2), with the Distribution, Wholesale and Retail segments accounting for the majority of its 

consolidated revenues (see figure 1). DTL commenced operations distributing everyday consumer 

items to various supermarkets and wholesalers in the Kingston area. However, over the years its 

product range has widened to include a variety of commodities and food items, including the Nestle 

household products; Sun Power detergents; chilled and ambient beverages; and meat and other 

food products. In addition to providing distribution services for its principals, DTL provides logistics 

support, and warehouse and cold storage facilities for rental. It has also acquired controlling interests 

in Caribbean Flavours and Fragrances, and Woodcast International, which manufacture flavours 

and fragrances, and wooden pallets, respectively. FoodSaver NY and Good Food NY, Brooklyn-based 

operations were also added recently. 

 

Source: DTL Nine Months Financial Release & NCBCM Research 
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ECONOMIC OVERVIEW 

Despite the adverse effects of the COVID-19 pandemic and the measures implemented to combat 

the spread on the economy and consumer disposable incomes, Derrimon’s performance remained 
resilient. Real GDP contracted by 9.9% in 2020, owing to a fall in production across both the Goods 

Producing and Services sectors. The largest contributor to the decline was the falloff in economic 

output from the tourism industry which was adversely impacted by the decline in global travel and 

the closure of the Jamaican borders from March 21 to May 31, 2020.  Another industry which realised 

a contraction in output was the Wholesale & Retail Trade; Repair and Installation of Machinery 

(WRTRIM) industry under which DTL operates. Although the industry was categorised as an essential 

service provider which allowed it to sustain operations, it declined by 8.5% due to the restrictions on 

Figure 2: DTL‘s Business Activities 
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gatherings, curfews, school closure, depressed economic activity, and reduced employment1, which 

constrained demand. These factors also influenced lower merchandise imports, as well as consumer and 

business confidence, which also negatively affected the industry. While there was a general decline in 

output from the industry, Derrimon has sustained strong financial performance since the onset of 

the pandemic. Its ‘Wholesale & Retail’ segment benefited from the shift to ‘at-home’ consumption 
and the increase in the demand for as the restrictions on gatherings and movement significantly 

reduced ‘out-of-home’ consumption, and weighed on the demand for services. DTL’s revenues were 
also bolstered by its affordable pricing, which fueled demand for its goods as the rise in 

unemployment, and fall in disposable income drove consumers to switch to cheaper brands. Through 

its e-commerce platform, the company created a special product & service offering where members of the 

Diaspora could also order food (‘pack barrels’) and have it delivered to family members in Jamaica. Its 

online platform peaked at a growth rate of 300% during the early stage of the pandemic and stabilised into 

consistent growth thereafter2. These factors have sustained DTL’s profitability throughout the pandemic. 

There has been a gradual recovery in economic activity since the start of 2021, however the 

increased global demand has fueled supply chain challenges, and rising shipping and other input 

costs causing a significant rise in inflation. The domestic economy has reported two consecutive 

quarters of expansion (Q2 (14.2%) and Q3 (6.3%) 2021) fueled by recovery in the services and goods 

producing industries. The rebound has been influenced by the domestic and vaccine-led global re-

opening which have bolstered increased foreign arrivals and local commercial activity. However, 

the rise in global consumer demand, base effects and supply issues have fueled a rise in input costs 

and final goods prices, which have resulted in elevated domestic inflation. Inflation has surpassed the 

BOJ’s inflation target for 5 consecutive months, ending November 2021 at 7.8%. This has incited 

monetary tightening by the BOJ to contain the rise in prices. Notably, despite the rise in costs, 

especially shipping costs, which affects DTL owing to its dependence on imports, Derrimon through 

its efforts to maintain operational efficiencies and a resilient supply chain, has marginally reduced 

its cost of sales to revenue margin since the start of 2021 (see Financial Analysis).  

 
1 The unemployment rate rose to a high of 12.6% during the pandemic from a pre-pandemic rate of 7.3% (STATIN, 2021). 
2 Derrimon Trading Limited Annual Report (2020)  
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The IMF is projecting that Jamaica will grow by 4.6% in 2021 and 2.7% in 2022 supported by the 

gradual recovery in tourism output, increased private consumption fostered by reduced 

unemployment3, rising goods export demand influenced by global growth, and domestic 

vaccination4. However, the spread of existing and new variants of COVID-19, such as Omicron, and 

the potential reimplementation of tighter restrictions, pose downside risks to the forecast. The 

current monetary tightening could also derail the nascent recovery. 

INDUSTRY OVERVIEW 

Derrimon largely operates in the wholesale and retail trade market (WRT) with 92% of its 

consolidated revenues contributed by its distribution, wholesale, and retail operations (see figure 1). 

This industry has a monopolistic competition market structure with no major barriers to entry.  

Under this structure, competing firms do not hold a significant market share or pricing power and 

largely rely on non-price means of competing and fueling growth. To achieve significant growth 

companies, such as DTL, within the WRT industry must pursue inorganic expansion strategies. Derrimon 

is among the entities in the industry that has pursued acquisitions that have allowed for both 

backward and forward integration that has allowed it to distribute directly to consumers, deepened 

ties with its suppliers, and enter new market segments, which together have allowed it to capture 

better margins and widen its customer base. Those strategies coupled with efforts to build its value-

added offerings, such as investing in building logistic capabilities, have been vital to its ability to grow 

shareholder value. The company has also focused on broadening its portfolio of local and regional brands 

to enhance its scope to generate profitable returns.  

In the retail segment, there is persistent and sometimes fierce competition within the market 

influenced by both unregulated traders and the increased number of formal and informal 

businesses, and this continues to erode the already limited pricing power. This increased level of 

activities helps to fuel price competition and sometimes creates a temporary oversupply in the market, 

forcing companies such as DTL to apply further price discounting.  

In its wholesale distribution segment, DTL also faces competition that varies based on the product 

portfolio, and requires varied responses outside of pricing. One portfolio which attracts high 

 
3 The unemployment rate has fallen to 8.5% at the end of July 2021 (STATIN, 2021) 
4 As at December 14th there are 18.4% of Jamaicans fully vaccinated (OurWorldInData, 2021). 
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competition is the beverage portfolio. Due to the high competition, high levels of marketing and 

advertising are warranted to shed light on product differentiation, to drive demand. The distribution of 

some products is protected from competition because of DTL’s exclusive right to distribute them in 

Jamaica. This includes its brand of rice (Delect) and the Sun Power and Ozon range of detergents and 

disinfectants, and Golden Brand Margarine.  

However, as the general competitiveness of the market increases with the rise in formal and informal 

entrants, existing companies such as DTL’s limited pricing power will fall, putting even greater 

importance on non-price competition. The focus will have to be sustained on growth in size, both in 

terms of physical space (construction of the new Select Grocers in Clarendon and the recent acquisition 

of the Brooklyn-based operations of FoodSaver NY and Good Food NY as a going concern), and product 

space (deepening the products distributed) to improve economies of scale in operations and drive 

profitability. Through its acquisition of these Brooklyn based wholesale food distributor (FoodSaver 

NY) and specialty supermarket (Good Food NY), Derrimon appears to be pursuing a niche strategy 

in New York, tapping into the consumer base in the Diaspora. However, while this initiative will help 

DTL achieve its wider growth strategy, it will have to contend with the more competitive US market.  

Industry Trends 

Distribution 

Many distributors worldwide are using the pandemic as the transformational turning point and are 

using it to accelerate improvements across key areas of business such as technology, and operations, 

including working to build more resilient supply chains. These factors along with sustained demand 

for consumer staples, bolstered by further global growth, will fuel expansion in the industry, and 

possibly increase in freight costs until infrastructure has been improved. See trends below: 
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Retail Industry 

The growth in the retail market accelerated in 2020 driven by a shift in consumer spend from ‘out-of-

home’ to ‘at-home’ as a result of the pandemic lockdown restrictions.  Growth in the industry and 

continued usage of technology to contend with restrictions, improve convenience, reach customers 

and reduce costs are forecasted to continue in the short-term.  See trends below: 
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CORPORATE GOVERNANCE 

DTL has a 7-member 

board of directors led by 

Executive Chairman, 

Derrick Cotterell. The 

remaining board members 

are comprised of Executive 

and Non-Executive 

directors. Three of the board 

members are Executive 

directors. There are two 

Board committees—Audit 

and Risk Management 

and Human Resources & 

Compensation. Directors 

on each committee have the requisite competencies to execute their functions. They are seasoned 

professionals with skills spanning Sales, Marketing, Management, Finance, Accounting, 

Investments, Human Resource, Customer Service, Law, and Strategic Planning, which all aid in 

providing high-level corporate governance. With these skills, the Board makes decisions around the 

following: optimising long-term financial returns, increasing market share and market 

capitalization, and lowering the cost of capital and operating costs. 
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Source: DTL’s Annual Report & NCBCM Research
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CORPORATE STRATEGY 

Over the years Derrimon’s strategy has focused on increasing its market share, improving 

operational efficiencies, as well as expanding its range of products to become a major regional 

player and sustain profitability. Its strategies and responsiveness to shocks has helped it to remain 

resilient to different events over the last 3 years, including several road improvement projects undertaken 

within the general Three Miles area in Kingston and its environs (where its Distribution Centre was 

located), and the current COVID-19 pandemic. In spite of the challenges of the current pandemic it 

has continued to record growth through efforts to maintain operational efficiencies, sustain costs, 

and leverage technology including its retail e-commerce platform, which saw record level activity 

at the start of the pandemic. It has also continued to look forward and has made investments to 

support inorganic growth through the acquisition of 2 new overseas retail outlets and a new local 

Select Grocers location, which will diversify revenues further, expand its reach and enhance future 

shareholder value. Please see an outline of these strategies below:  
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MARKET ANALYSIS 

SWOT 
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Porter’s 5 Forces: Retailers 
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Porter’s 5 Forces: Distributors 

 

FINANCIAL ANALYSIS 

PROFITABILITY 

DTL has witnessed consistent 

improvement in revenue growth in the 

past 3 years (2018-2020). Revenues 

grew by a compound annual growth 

rate (CAGR) of 17.2%, supported by 

strategic actions to broaden and 

diversify its revenue base, through 

deepening of its distribution 

portfolio and acquisitions. The major 
Source: NCBCM Research & Company Financials 
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stand outs during this period were: the full acquisition of Woodcats International Company Limited in 

September 2018 and signing of an exclusive distribution agreement in September 2018 with S.M. Jaleel 

& Company Limited, the largest soft drinks manufacturer within this region. Increased revenues 

generated from these activities helped to counter the adverse impact of the Marcus Garvey road 

work in 2018, which included: reduced retail traffic, increased trucking and staff costs, increased 

logistics costs. Notably, as is visible in figure 3, DTL also sustained topline growth in 2020 despite the 

challenges of the pandemic. Improved demand through its retail division was a big driver of this as 

COVID-19 restrictions and weaker socio-economic factors such as higher unemployment fueled 

demand for DTL’s low cost retail products, and traffic to its online platform. 

Through operational and cost 

efficiencies Derrimon was able to 

convert its top-line growth into higher 

net earnings from 2018-2019. However, 

currency exchange losses influenced a 

3.8% decline in net profit in 2020. Overall, 

the company’s net profit has grown by 
CAGR of 6.0% in the last 3 years. This 

was bolstered by DTL’s efforts at cost 
containment through improvements in 

operational efficiencies, which was aided by the relocation to its larger and more modern facility in 

the Ferry area, during 2019. There was also a general improvement in its logistics and procurement 

strategy which allowed for reductions in supply chain costs. As is visible from figure 4, both DTL’s cost 

of sales (COS) and operating expense margins have been stable with the COS margin declining 

marginally, allowing it to convert a portion of its increased revenues into net profit. 

Since the start of the year the strong performance has been sustained with revenues expanding by 26.8% 

and net earnings rising by 53.0% for the 9-mths ended September 2021, year over year. It is 

important to note that at $398.32Mn in net profit reported year to date, DTL has already surpassed 

its pre-pandemic net earnings by 37.0%. This record growth can be attributed to the acquisition of the 

New York subsidiary in Q1 2021 (with proceeds from its Additional Public Offering), improved 

Source: NCBCM Research & Company Financials 
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contribution from Caribbean Flavours and Fragrances Limited (CFF), record performance by Woodcats 

International Limited, and steady growth within the Distribution and Retail segments.5 These results were 

also achieved in spite of the reduction of business days during the 3rd quarter due to new Covid measures 

imposed by the GOJ. As such, it is anticipated that DTL will post a strong full year financial performance 

for 2021. 

LIQUIDITY & SOLVENCY 

Historically, DTL has sustained adequate liquidity to cover its short term obligations, when its total current 

assets are considered, but fell marginally short in 2018 (0.9x) and 2020 (0.8x) when inventories are 

excluded. Derrimon has reported marginal increases in its current ratio over the past 3 years, and it has 

risen further as at the end of September 2021.  The current ratio, currently stands at 2.9x, which 

suggests that the value of DTL’s short-term assets could cover its short-term liabilities almost three 

times over. A significant portion of short-term assets are made up of inventories (currently 40%), 

owing to the need to hold and manage inventory for distribution across the island and for sale in its 

stores. 

DTL has significantly improved its 

solvency position in 2021. DTL in the past 

used debt to support its growth strategy and 

as such at the end of 2020, total debt was 3.2x 

its total equity. However, following its APO 

in January 2021, through which it 

garnered J$4.2Bn, paid down a portion of 

its debt ($1.2Bn). This along with the 

increase in equity through its share 

capital, has resulted in a drastic fall in debt 

to 0.5x of equity (see figure 5). The drop in debt has influenced a fall in finance charges which should 

drive higher profit before tax which could translate into higher net earnings to the benefit of shareholders. 

 

 
5 Company Financials (2021)  

Source: NCBCM Research & Company Financials 
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STOCK PRICE PERFORMANCE 

DTL’s stock price has declined by 4.53% since the start of the year to J$2.27 as of December 17, 2021. It 

has traded at a 52-week range of $2.00-$2.79. Investors are generally risk-averse as the pandemic still 

presents some uncertainty and is continuously developing. However, the risk aversion is less than 

last year, which has been witnessed through the successful completion of 8 equity market 

transactions including Derrimon’s APO which was upsized and oversubscribed. Trading volume on 

the DTL has increased by 115% relative to last year, but it is still significantly below (52%) the 2019 

level. Investors are still responsive to market news relating to the pandemic and the economy, which 

may result in volatility in the stock price. At $2.27, DTL trades at a P/E of 22.9x earnings. 

 

VALUATION & RECOMMENDATION 

As DTL has only paid dividend 

twice since listing in 2013, a 

dividend discount model was 

found to be unsuitable to value the 

company and instead used a 

discounted free cash flow to equity 

valuation model to determine a fair value for DTL’s equity. A fair value estimate of $2.81 was obtained 

and it implies a P/E multiple of 28.1x LTM earnings—above the junior market distribution sector 

average of 19.6x earnings.  It is believed that this is justified given the company’s historically strong 

financial performance, its resilience throughout the pandemic, and strong growth potential 

considering recent investments and future plans. As shown in the table above, this offers a potential 

upside of 23.97% on the current price. Considering that the company has not paid any dividends in the 

last 12 months, the upside is currently equivalent to the potential total return. At 23.97%, DTL also offers 

a total return that is greater than its cost of equity of 13.5%. Considering these factors, it is 

recommended that investors BUY DTL’s ordinary shares.  

 

 

  

FCFE Valuation Current Price Potential Upside Total Return

2.81$                    2.27$                    23.97% 23.97%

Multiples

DTL's Trailing 

Multiples

FCFE Valuation 

Implied Multiples

Junior Market 

Distribution 

Average

P/E 22.9x 28.1x 19.6x

P/B 1.9x 2.3x 5.3x
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