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CREATING A SUITABLE ENVIRONMENT TO FOSTER VENTURE CAPITAL & PRIVATE EQUITY

Ms René C. K. Gayle, Associate,
Myers Fletcher & Gordon delivering
her presentation at the Caribbean
Group of Securities Regulator’s
Conference at the Hilton Rosehall
Hotel in Montego Bay on
November 6, 2013.

Definition and Importance of
Private Equity and Venture
Capital
First off, let me start by providing
what my understanding of private
equity and venture capital is.
Private equity (PE) consists of
investors and funds that make
investments directly into private
companies or conduct buyouts of
companies that are publicly listed,
resulting in a delisting of that company.
On the other hand, venture capital (VC)
is a subset of private equity as it
provides private equity funding for
businesses that are still in the initial
stages of their corporate existence
and exhibit a strong potential for exponential growth and high profit returns.
The main difference is therefore that
PE firms typically invest in profitable
companies, while VC funds invest in
start-ups.

From these definitions alone, we
can all readily recognize that a
thriving venture capital and private
equity industry is an essential
driver of any nation’s economy.
It has the potential to stimulate
growth in key sectors of the
economy,
particularly
through
financing emerging micro, small
and medium-sized enterprises
(MSMEs), especially those that are
engaged in the ICT (information,
communication & technology)
sector, areas of research and
development or other innovative
activities.
Financial regulators, as the monitors
and enforcers will also invariably
serve a crucial role, particularly in
maintaining an industry that is
healthy and safe for investors.

My presentation today will therefore
focus on the legislative and regulatory
environment that will be necessary
to support the development of an
effective venture capital and private
equity industry within Jamaica.
In doing this, I will first touch briefly
on the current regulatory framework within Jamaica for this type of
activity, including the current role of
the Financial Services Commission
(FSC).

Current Framework
Loosely speaking, venture capital
and private equity activity within
Jamaica is currently unregulated.
That is to say, someone who
currently holds themselves out as a
venture capitalist or as private
equity firm does not need to be
registered or licensed in a manner
similar to that of an investment
adviser or securities dealer.
However, there are several pieces
of legislation that cover or impact
on activities that fall within the
purview of the venture capital
regime.
These include:
1
• Income Tax Act (1955)
CONTINUED ON PAGE 2

1: Sections 36A to 36C of the Income Tax Act make provisions for the designation of companies as Approved Venture Capital Companies (“Approved VCCs”). Section 36A provides that a company that is (a) incorporated under the Companies
Act or other law of Jamaica; (b) resident in Jamaica; and (c) engaged, or proposes to engage, in venture capital transactions in Jamaica, may apply to the Minister of Finance for a certificate designating that company as an Approved VCC.
An Approved VCC certificate will be subject to such conditions as the Minister deems fit and will be valid for a period of ten years,and may be renewed for a further period of ten years. The certificate granted will be with respect to specified
VC transactions, which “in the Minister’s opinion” would “by its influence on new or developing enterprises, be beneficial to the economic development of the Island”. In the event that an Approved VCC fails to comply with this or any other
term of the certificate, the Minister may cancel the certificate. The certificate affords Approved VCCs with special income tax relief where distributions (defined for the purposes of determining the income tax relief as including where the VCC
uses its income to engage in a venture capital transaction) are made in that year of assessment.
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• Transfer Tax Act and Stamp Duty Act
• Companies Act (2004) 3
• Partnerships (Limited) Act (1853) 4
• Securities Act (2001) 5
• Pensions Act (2003)
• Insurance Act (2001)
• Unit Trusts Act (2001)
• Bank of Jamaica Act (2010)
• Suite of Anti-Money Laundering Legislation
• Suite of Intellectual Property Legislation6
• Arbitration Act (1900)

In terms of regulation, the Securities Act,7
BOJ Act and AML legislation are
perhaps the most important for our
present purposes and I will therefore
speak on these in greater detail.

Securities Legislation
Pursuant to Jamaica’s Securities Act,
individuals and entities that carry on the
business of providing investment advice
or hold themselves out as providing
investment advice in Jamaica must be
licensed with the Financial Services
Commission (“FSC”) as investment
advisers. Likewise, those carrying on a
securities business or holding
themselves out as carrying on a securities
business in Jamaica (i.e., marketing,
soliciting, offering or attempting to offer,
trade (selling or purchasing), or negotiate
investments in Jamaica) whether as a
principal or agent must be licensed and
approved to do so by the FSC as a
dealer. Given the nature of their portfolio,
the fund managers of venture capital
companies or private equity firms are
therefore likely to require licensing and
registration with the FSC as either an
investment adviser and/or securities
dealer. Indeed, most jurisdictions require

fund managers to be licensed or registered
with their respective financial regulatory
body. Trinidad, for example, which is the
only Commonwealth Caribbean country
to have legislation specifically dealing
with venture capital, provides in its
Venture Capital Act (2004) that fund
managers be registered and stipulates
fit and proper requirements for such
fund managers. These include that the
fund manager:
is the holder of a degree or professional
qualification—
(i) as an Accountant;
(ii) as a Chartered Secretary;
(iii) in the field of law;
(iv) in the field of Business;
(v) in the field of Economics; or
(vi) in the field of Management,
(a) in an accredited programme from a
university or other educational institution; and
(b) has at least two years working experience
in finance, management, accounting or such
other qualification as the Minister,
after consultation with the Administrator
Additionally, the following persons are
barred from acting as fund managers:
Any person who:
(a) has had an undischarged bankruptcy
order made against him;
(b) has been convicted of an offence
involving fraud or other dishonesty; or
(c) has been convicted of an offence
involving breach of fiduciary duty or
other professional misconduct.
There are those that believe that this
may in fact be a low threshold in that (i)
2 years professional experience may be
inadequate and (ii) the Act should not
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require as much as a conviction for a
person to be barred from serving as a fund
manager, but should give the regulators
discretion to decide, if, for example, they
have proof of past mismanagement of a
fund by that fund manager. However, the
key here is that most jurisdictions agree
that fund managers ought to be regulated,
though some might find a lighter touch
more appropriate, while others prefer to
regulate with a heavier hand. Additionally, it
is not only the fund managers who face
regulation, but some of the likely major
players in the venture capital and private
equity industry will also fall within the
purview of FSC regulation as “non-deposit
taking institutions.” These include insurance
companies, pension funds and other
retirement schemes.
2: Given that venture capital companies support investee companies by way
of injection of capital, the costs attendant on disposing of those shares are
a relevant concern for that market. In Jamaica, transfer tax operates similarly
to a tax on capital gains. This is a tax payable by the transferor on the transfer
of its beneficial interest in, among other things, securities, currently at the rate
of 5% of the market value of the securities. Stamp duty is also payable on the
transfer of shares at the rate of 1% of the consideration for the transfer. Where
shares are listed on the Jamaica Stock Exchange, transfers of those shares in
the course of business on the Jamaica Stock Exchange is exempt from the
payment of transfer tax.
3: Venture Capital Companies will have option of registering locally as a private
limited liability company, a public company or an overseas company.
4: The Partnerships (Limited) Act governs the establishment and administration
of limited partnerships within Jamaica. However, the legislation is misleading
as it does not provide for the limited liability of all partners, but only of a
“special partner” and is therefore not truly akin to the Limited Liability
Partnerships (LLPs) to be found in other jurisdictions. In other jurisdictions
that have introduced legislation dealing with LLPs, it is the most widespread
vehicle used by VCCs. The absence of this type of vehicle in Jamaica, in its
common form, therefore serves as a structural deficit in our current VC/PE
regime. It is our understanding, however, that in addition to legislation dealing
with general and limited partnerships this type of vehicle is being considered
for Jamaica as a part of the suite of legislation to enhance Jamaica’s foray into
the international financial services market.
5: Pursuant to Jamaica’s Securities Act, individuals and entities that carry on a
business of providing investment advice or hold themselves out as providing
investment advice in Jamaica must be licensed with the Financial Services
Commission (“FSC”) as investment advisers. Likewise, those carrying on a
securities business or holding themselves out as carrying on a securities
business in Jamaica (i.e., marketing, soliciting, offering or attempting to offer,
trading (selling or purchasing), or negotiating investments in Jamaica) whether
as a principal or agent must be licensed and approved to do so by the FSC
as a dealer. Given the nature of their portfolio, the fund managers of VCCs
are therefore likely to require licensing and registration with the FSC.
6: The current Copyright Act does not include provisions dealing with “work for
hire” which address the ownership of copyright material prepared by an
employee in pursuance of his employment. Under current laws, such copyright
is owned by the creator (the employee), unless there exists an agreement to
the contrary, by which such employee has expressly assigned such copyright
in writing to the employer.
7: Section 8, the Securities Act (1993).
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These industries possess high levels of
investment capital and are a major
potential source of funds for the local
VC and PE industry. However, the
scope of their participation will be
limited by their governing legislation
which regulates the asset classes in
which they may invest, as well as the asset
concentration. Moreover, their investment
strategy requires prior approval by the
FSC. In addition to this, section 22B of the
Bank of Jamaica Act imposes exchange
controls that restrict their ability to invest
in foreign assets, except as may be
directed by the Minister of Finance.

Pensions Act
The Pensions (Superannuation Funds
and Retirement Schemes) (Investment)
Regulations (2006) make provisions for
the type and level of investments eligible
for acquisition by pension funds and
retirements schemes. In terms of asset
concentration, the Regulations forbid a
pension fund or scheme from holding
investments in excess of 5 per cent of the
fair value of its assets as declared in its
financial statement filed annually with the
FSC. 8 However, this restriction does not
apply to the acquisition of additional
securities by way of dividend or as a
lawful distribution of assets or merger or
consolidation, or to investments in GOJ
securities or a Type I Pooled Fund,9 or
where the FSC is satisfied that the
excess is as a result of market appreciation.10
The Act also states that the fund or
scheme may invest up to 5 per cent in
real property (section 29) and leases
(section 33), but it is not clear how this
relates to the general limit of 5 per cent
of assets specified in section 13.

Further uncertainty seems to result from
section 31, which allows for investments in
foreign securities up to 20 per cent,
whereas, section 22B of the Bank of
Jamaica Act specifies that investment in
foreign assets is limited to the amount
directed by the Minister of Finance, and in
this respect we understand that the
limitation generally imposed is 5%.

Pensions Recommendations
(i) Reduction of concentration limits for
investments by pension funds
(ii) Clarification of the ability of pension
funds to invest in ordinary shares of
non-listed companies
(iii) Addressing the dichotomy faced by
imposing a high limit of investment
allowed in foreign securities (20%)
and the low limit as prescribed by the
BOJ (5%)
(iv) Clarifying the prohibition on “specu
lative investments”
Insurance Act
The Insurance Act and its attendant
Regulations places limits on the investment
mix and concentration of insurance
companies.11 Presently, insurance companies
are permitted to invest in corporate, public
and trustees’ or receivers’ obligations,
preferred or guaranteed stocks, ordinary
shares, mortgage loans and real property.
Section 45 of the Insurance Regulations
provide that a stock insurer shall invest not
less than 40 per cent of its minimum
required capital and for a mutual insurer,
not less than 40 per cent of its required
minimum surplus, in cash or public obligations.
The general rule is that insurance companies
are forbidden from investing more than 5 per
cent of their total assets in any one entity.12
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In addition, section 48 provides that they
may invest up to 15 per cent of their
assets in preferred or guaranteed
stocks; section 51 allows for up to
10 per cent in secured certificates for
transportation equipment; and section
57 permits up to 10 per cent of their
assets to be invested in their home
offices and branch office buildings and
up to 20 per cent for other types of
income-generating real property.
Further, there is a general restriction
specified in section 65(1) of up to 10 per
cent of its assets or 50 per cent of its
net worth over its minimum required
capital “in loans or investments not
otherwise specifically made eligible
for investment and not specifically
prohibited or made ineligible by this or
other provisions of this Part.”

Insurance Recommendations
(i) Including VC activity as a permissible
investment
(ii) Clarification as to the percentage
limit that would be applicable to
investments made by insurance
companies into VC activity
8: Section 16, Pensions (Superannuation Funds and Retirement Schemes)
(Investment) Regulations (2006).
9: "Type I Pooled Fund" means an investment fund with the sole purpose of
investing the assets of more than one approved superannuation fund or
approved retirement scheme established and operated by licensed investment
managers which (a) does not hold any investment or security that would be
deemed ineligible or prohibited for an approved superannuation fund or
approved retirement scheme under the Act; and (b) is not a party to or
engaged in a transaction prohibited for an approved superannuation fund or
approved retirement scheme under the Act.
10: Section 17, Pensions (Superannuation Funds and Retirement Schemes)
(Investment) Regulations (2006).
11: See Part VII (Investment), Insurance Regulations (2001).
12: This is provided in section 42(1) of the Insurance Regulations (2001), which
reads: “Except as otherwise expressly limited, an insurer shall not have at
any time any combination of investments in or loans upon the security of the
obligations, property, and securities of any one person aggregating an amount
exceeding five per cent of the insurer's assets.”
CONTINUED ON PAGE 4
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(iii) Amending s. 42(1) of The Insurance Act
to allow for more than 5% of their total
assets to be invested in any one entity. This
should be contemplated particularly in the
light of the fact that VCC’s would be
considered as one entity and they would
be seeking to invest in several qualifying
portfolio companies.
The varying exceptions provided in both the
regulations governing pensions funds and
insurance companies may be felt to make
the rules unnecessarily complicated and
uncertain. This lack of clarity as to their allowable
investments may have resulted in pension
funds and insurance companies being
unsure of whether they are permitted to
participate in the VC and PE industry,
or the extent to which they may do so. These
stakeholders may however have an interest
in investing in private equity as they are
desirous of diversifying their investment
portfolio, especially given the losses suffered
as a result of the Jamaica Debt Exchange
and the more recent National Debt
Exchange. A crucial element of creating an
enabling environment must therefore be to
fully consider how these issues can be better
clarified, in order to open up the regime to
these important stakeholders.
Fund Structures Currently Used
Another crucial change that will have to be made
will be to improve the types of fund structures that
can be used to establish venture capital and
private equity entities. In Jamaica, given the
inadequacies of our partnership laws, the
preferred structure is currently a limited liability
company under the Companies Act that may
subsequently seek designation as an
Approved Venture Capital Company under
section 36A of the Income Tax Act.

Collective Investment Schemes
Another possible structure for venture
capital transactions would be through a
collective investment scheme. A collective
investment scheme is a way of investing
money alongside other investors in order
to benefit from the inherent advantages of
working as part of a group, with the
scheme being overseen by a professional
investment manager. In Jamaica, the law
provides for only two types of collective investment schemes: unit trusts and mutual funds,
which are governed by the Unit Trusts Act
(2001) and the Securities (Mutual Funds)
Regulations (1999) respectively. The creation
and registration of local mutual funds in
Jamaica has been severely hampered by
the current deficiencies in the Companies
Act, which renders it impractical for
companies to be used as the vehicle for
local mutual funds. It is my understanding
that work is being done to address these
deficiencies. However, this effort has been
expected since the Companies Act was first
passed in 2004 and the almost ten (10) year
delay has left many persons concerned
as to when this change will finally take place.
Recommendations for Improving
Fund Structures
In order to actively encourage players in
the Jamaican Market to get involved in
the venture capital and private equity
industry, consideration needs to be
given to removing some of the existing
road blocks to their involvement.
1. Improve the vehicles available to
be used as VCC
• Introduction of Limited Liability Partnerships
(public and private); difficult to establish
under current legislation
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• Utilize unit trusts as VC vehicle (would
not currently receive tax benefits)
• Utilize mutual funds and exempt
“investor shares” from the filing and
prospectus requirements
2. Identify sources of financing
• Recent changes in interest bearing
investment rates have caused investors
to look outside of traditional avenues of
investment (e.g. government paper)
• Capitalizing on this opportunity to source
financing from relatively new sources is
hampered by the regulator’s requirements as
to what type of financial bodies can make
equity investments
• To ameliorate this situation we propose
certain changes to the regulatory
requirements of (i) Pensions (ii) Insurance
Companies as I previously detailed.
I hope that I have been able to shed
some light on the current gaps in our
regulatory framework for venture capital
and private equity and have been able to
identify some suitable ways as to how
best we can address these gaps. We
must, however, recognize that while the
legal framework is of utmost importance, it is only one piece of the puzzle,
albeit a very critical one. In order to bear
fruit, the legislation must be supported
by measures, such as:
• A facilitative regulatory body
• Mentoring and training programmes for SMEs
• Developing a culture of entrepreneurship
and fostering innovation
• Leveraging the local scientific and
research base
• Increasing awareness of venture
capitalism and private equity
• Developing the local capital markets
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SECURITIES INDUSTRY REVIEW AS AT DECEMBER 2013
Summary
There were 43 licensed securities
dealers in the market as at the end
of December 2013. Of these 43
dealers, the analysis will focus on
32 securities firms whose core
business is dealing in securities.

Overview
Year over year the total assets and
liabilities of these firms increased
by 2% and 3% respectively. In addition,
the overall funds under management
(FUM) increase by 5%. Net Interest
Income stood at $3.5 billion as at
December 2013, a 14% decline over
the corresponding period.
Overall, the profitability of these
firms decline by 28% which is
partially attributable to the National
Debt Exchange (NDX).13 Table 1
shows the statistical information of
the securities firms for the quarters
ended December 2012 to December
2013. 14
The FSC continues to monitor the
adequacy of each firm’s capital as
well as the quality of the assets
backing liabilities due to investors.
As at December 2013, capital to risk
weighted assets and capital to total
assets remained relatively stable
at 12% and 7% above the FSC
benchmark of 10% and 6% respectively.
Low Risk Assets to Repo Liabilities
is only 1% above the FSC benchmark
of 100%
Table 2 displays a few selected
prudential ratios.

Table 1 - Statistical Information and Financial Position of the Securities Firms
As at

Dec 12

Mar 13

Jun 13

Sep 13

Dec 13

$'B

$'B

$'B

$'B

$'B

Balance Sheet
Total Assets

512.5

520.7

522.5

526.3

523.7

Total Liabilities

442.7

452.7

454.1

456.2

454.2

Total Capital

69.7

68.0

68.4

70.1

69.5

Funds Under Management

691.0

696.3

716.4

729.1

728.6

Total Repo Liabilities

390.6

399.5

397.5

401.3

398.6

Total Revenue

11.1

8.4

9.9

9.6

10.0

Total Expense

7.9

7.9

7.1

7.0

7.6

Total Interest Income

8.9

8.3

7.6

7.8

8.2

Total Interest Expense

4.9

4.7

4.4

4.4

4.8

Net Interest Income

4.0

3.6

3.2

3.5

3.5

Net Profit after tax

2.2

0.6

2.1

1.4

1.6

Profit and loss

Table 2: Selected Prudential Ratio for Securities Firms
Ratio

Dec

Mar

Jun

Sep

Dec

12

13

13

13

13

FSC
Benchmark

Capital/Risk Weighted Asset

24%

20.3%

21%

22%

22%

≥ 10%

Capital/Total Assets

14%

13%

13%

13.3%

13%

≥ 6%

37%

39.2%

38%

37.1%

38%

≤ 50%

103%

103%

103%

101.4%

101%

≥ 100%

Intermediation Ratio
Low Risk Assets/Repo Liabilities

13: National Debt Exchange (NDX) is the mechanism where the holders of selected local bonds in Jamaica and United States (US) currencies voluntarily
exchanged their bonds for new benchmark bonds with the same principal amount, but in most cases, with a longer maturity and lower coupon.
14: December 2013 information preliminary

INSURANCE INDUSTRY REVIEW AS AT DECEMBER 2013
Overview of the Life Insurance
Industry
Overall profitability of the life
insurance industry grew by 12%
year over year. The total assets
and liabilities in the industry have
increased by 12% and 11% respectively
as at December 2013 compared to
the corresponding period.
Similarly, the industry recorded a
2% gain in aggregate net income
before taxes as at December
2013. The industry’s performance
was thwarted by the reduction in
investment income from $15.6

billion in December 2012 to
$13.9 billion in December 2013.
Nothwithstanding the decline
during the calendar year, it was
observed that the net investment
income as at December 2013
showed an increased over the
previous quarter.
Table 1 (Page 6) shows the statistical
information of the life insurance
industry for the quarters ended
December 2012 to December
2013.15
15: December 2013 information preliminary
CONTINUED ON PAGE 6
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INSURANCE INDUSTRY REVIEW AS AT DECEMBER 2013 CONT’D

Over view of the General
Insurance Industry
As at December 31, 2013 aggregate
assets of the general insurance industry
amounted to $57.3 billion reflecting an
increase of 5% over the reported period
ended December 31, 2012. Year over
year, combined net income before taxes
declined for the general insurance
industry by 9%. This is partially attributable
to losses associated with the National
Debt Exchange (NDX) 16 and changes in
accounting policies combined with net
investment income.

Underwriting expenses increased by
8% as at December 2013 compared to
the corresponding period reflecting a
positive growth in core business
among companies. Overall, the
profitability of the general insurance
industry declined by 2% year over year.

The decline in profits for the general insurance industry directly contributed to the deterioration in the
return on capital ratio which declined from 19.3% to 17.7% year over year. Similarly, the life
industry recorded a decline in the return on capital ratio moving from 19.6% to 17.7%.
The underwriting ratio of the general insurance industry is 1.8% above the FSC benchmark of 100%.
Table 1 - Statistical Information and Financial Position of the Life Insurance Industry

Balance Sheet
Total Investment Assets
Total Assets
Insurance Liabilities
Other Liabilities
Total Liabilities
Capital & Surplus

Mar 13 Jun 13 Sep 13
$'B
$'B
$'B

Dec 13
$'B

172.7
205.0
122.5
27.0
149.5
55.5

174.5
209.5
124.4
27.1
151.5
58.0

178.6
213.9
126.4
27.8
154.2
59.7

187.9
222.4
132.3
28.6
160.9
61.5

193.1
228.9
135.9
30.4
166.2
62.6

Net Premium Earned
Net Inve stment Income
Other Income
Total Expenses before tax

31.8
15.6
3.3
39.8

8.2
2.9
0.9
9.7

16.6
6.3
1.9
19.9

28.8
10.1
3.0
34.0

36.2
13.9
3.8
42.8

Net Income before tax

10.9

2.4

5.0

7.9

11.1

Profit and loss (YTD)

Table 2 - Statistical Information and Financial Position of the General Insurance Industry
Dec 12 Mar 13 Jun 13 Sep 13 Dec 13
$'B
$'B
$'B
$'B
$'B

As at
Balance Sheet
Total Investment Assets
Total Assets
Insurance Liabilities
Other Liabilities
Total Liabilitie s
Capital & Surplus

Table 2 shows the statistical information
of the general insurance industry for
the quarters ended December 2012 to
December 2013.17
The FSC continues to assess the capital
adequacy of each company looking at the
company’s capital and surplus relative to
total liabilities. As illustrated in Table 3, the
solvency ratio of the life insurance industry
stood at 37.7% as at December 2013, a
marginal increase from the previous year
end of 37.1% but still exceeding the FSC’s
minimum solvency standard of 10%. On
the other hand, the general life insurance
industry solvency ratio declined from
49.9% as at December 31 2012 to 44.53%
but still exceeded the FSC’s minimum
standard of 25.0%.

Dec 12
$'B

As at

37.3
54.3
31.5
3.8
35.3
17.6

35.4
53.0
31.6
3.9
35.5
16.6

37.6
60.1
35.2
6.7
41.9
17.0

37.5
56.5
34.9
4.3
39.2
15.8

38.5
57.3
33.7
5.0
38.7
17.2

Net Premium Earned
Underwriting Expenses

14.0
13.5

3.6
3.8

7.3
7.6

10.5
11.2

14.3
14.6

Net Investment Income
Other Income

2.4
0.4

0.5
0.4

1.1
0.6

1.7
0.6

2.4
0.8

Income (Loss) before Tax

3.4

0.7

1.5

1.7

3.1

Profit and loss (YTD)

Table 3 - Selected Prudential Ratio for Insurance Comapnies
Ratio

Dec 12

Mar 13

Jun 13

Sep 13

Dec 13

FSC
Benchmark

Life Companies
Solvency Ratio

37.1

38.3

38.7

38.2

37.7

≥ 10%

Return on Capital

19.6

4.1

8.3

12.8

17.7

≤ 20%

General Companies
Solvency Ratio

49.9

46.7

40.6

40.4

44.5

≥ 25%

Return on Capital

19.3

4.1

9 .0

11

17.7

≤ 20%

96.5

107.2

104.2

106.7

101.8

≤100%

Underwriting
Ratio

16: National Debt Exchange (NDX) is the mechanism where the holders of selected local bonds in Jamaica and United States (US) currencies voluntarily
exchanged their bonds for new benchmark bonds with the same principal amount, but in most cases, with a longer maturity and lower coupon.
17: December 2013 information preliminary
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STATUS OF THE PRIVATE PENSION INDUSTRY AS AT DECEMBER 2013
Summary
The pension industry continues to be
stable in the face of continuing local and
global economic challenges. During the
review quarter, the number of active
pension plans decreased by six when
compared with the September 2013
quarter. However, this decline did not
have a significant impact on membership
as there was a marginal increase over
the previous quarter. The number of
Jamaicans participating in pension
arrangements have remained relatively
stable during 2013 despite the fluctuation
in the Jamaican employed workforce.
The total assets in the pensions industry
increased during the quarter despite the
number of full and partial winding-ups
of pension plans. Solvency levels of
pension plans remained adequate.

Overview
As at December 31, 2013, there were eight
hundred and three (803) pension plans18
covering 8.85% percent of the employed
labour force, with assets totaling $307.02
billion representing a 1.34 percent increase
over the previous quarter. (See Table 1) The
number of pension plans decreased by
one when compared with the September
2013 quarter. Nevertheless plan
membership increased by one percent
over the previous quarter.
Investment Mix
Direct holdings of securities of governments
comprised 42.79 percent of total
investments as at December 31, 2013;
this represents a 1.77 percent increase
in the total quantity held. Investment
arrangements represented approximately
29 percent of total investments as
shown in Table 2.1.

Table 1: Key Statictics
December 2013

September 2013

June 2013

803
307,015,375
98,286

804
302,941,374
97,244

803
303,475,420
97,163

Number of Plans
Asset Values ($’000)
Total Membership

Note: September 2013 has been re-stated

Investment arrangements, which include pooled funds and deposit administration contracts,
are significantly invested in government securities. This indirect investment in
government securities accounts for approximately 58 percent of these investment
arrangements as at December 31, 2013, dwarfing investments in equities, which represent
approximately 19 percent of the total assets of these investment arrangements.
During the quarter, investments in promissory notes recorded a significant decline in value
within the pensions industry. Investments in promissory notes declined by 55.57 percent
during the review quarter to $1.40 billion. Leases continued to decline and stood at $1.80
billion; the third consecutive quarter of decline. The holdings of bonds and debentures within
the portfolio also experienced a decline of 3.45 percent to $3.14 billion, continuing the
downward trend which began during 2013.
There was an aggregate 1.72 percent reduction in the value of the direct holdings of stocks
and shares within the investment portfolio of pension plans during the review quarter. This is
partially attributable to the anaemic performance of the stocks listed on the Jamaica Stock
Exchange during 2013. The value of this asset class stood at $30.18 billion, approximately 10
percent of total invested assets reversing the upward trajectory reflected for the first three
quarters of 2013. During the quarter there was a substantial rise of 36.75 percent in the total
monies on deposit for the industry, increasing the amount of liquid funds available to pension
funds for further investment in higher yielding assets.
Active Pension Plans
The number of active pension plans account for 54.55 percent of the total pensions
industry. As at December 31, 2013 there were four hundred and thirty-eight (438) active
plans, representing a decrease of six when compared with the previous quarter (See
Table 3). Despite this decrease in active pension plans, there was a marginal increase
in the active membership when compared to the previous quarter. Three hundred and
thirty (330) of the 438 active plans are defined contribution (“DC”) plans. Despite the
greater number and larger membership pool of DC plans reported, defined benefit
plans accounted for the majority of the pension industry assets (See Table 4).
Table 2: Membership
Number of Active Plans
Active Membership

December 2013

September 2013

June 2013

438
95,153

444
94,475

445
94,462

18: This number includes pension plans which are active, terminating and those that are inactive.
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STATUS OF THE PRIVATE PENSION
INDUSTRY AS AT DECEMBER 2013 CONT’D

Membership in active pension plans as
at December 31, 2013 covered 8.57
percent of the Jamaican employed
labour force 19 remaining stable when
compared to the September quarter
(See chart 1). This is as a result of the
marginal increase of membership in
active pension plans and a corresponding
marginal growth in the employed labour force.
Active Plans by Type
As illustrated in Table 4, superannuation
funds accounted for approximately 97
percent of the number of active plans
and 96 percent of total assets. During
the review quarter the assets of active
retirement schemes increased by 13.55
percent to $11.01 billion, relative to a
reduction of one percent recorded by
superannuation funds (See Charts 2 & 3).
Membership in active superannuation
funds and retirement schemes both
marginally increased during the quarter
despite a number of winding-ups.

Table 3: Active Pension Plans by Type
December 2013

September 2013

June 2013

Number of Plans
Defined Benefit

108

111

109

Defined Contribution

330

333

336

Total Active Plans

438

444

445

Defined Benefit

27,159

27,695

27,596

Defined Contribution

67,994

66,780

66,866

Total Membership

95,153

94,475

94,462

192,995,413

198,226,101

201,573,500

96,623,890

92,982,132

91,826,305

289,619,303

291,208,233

293,399,805

Membership

Assets Values
Defined Benefit ($’000)
Defined Contribution ($’000)
Total Asset Values ($’000)

Table 4: Active Plans by Type as at December 31, 2013
Number of
Active
Plans
Retirement Schemes

Percentage
of Plans

14

3.20

Number of
Members
28,190

Percentage of
Membership

Asset Value
($’000)

Percentage of
Asset Value

29.63

11,009,766

3.80

Superannuation Funds

424

96.80

66,963

70.37

278,609,537

96.20

TOTAL

438

100.00

95,137

100.00

289,619,303

100.00

More information on the status of the Pensions industry is available at www.fscjamaica.org
19: The Jamaican employed labour force as at October 31, 2013 was 1,110,700 according to the Statistical Institute of Jamaica (statinja.gov.jm).

MUTUAL FUNDS DATA AS AT DECEMBER 31, 2013
As at December 31, 2013 there were
ten overseas mutual funds registered
by the Financial Services Commission
(FSC) for sale in Jamaica. The mutual
funds aremanaged by CI Investments
and Scotia. The mutual fund investment
portfolios were composed mainly of
equities and fixed income securities.
As at December 31, 2013, there were
approximately 7,900 Jamaicans with
units valued at US$165 million
invested in the mutual funds that are
available for sale
in Jamaica.

The table below shows the value of units owned by Jamaican
investors as well as the purchases and redemptions for the quarters
ended December 2012 to December 2013.
Dec 2013 Sep 2013 Jun 2013 Mar 2013 Dec 2012
US$’000 US$’000 US$’000 US$’000 US$’000
Total Value of Units Owned 165,221 148,783 143,189 134,822 122,266
by Jamaicans
Purchases
Redemptions
Net Purchases /
(Redemptions)

5,151
4,638

5,699
3,926

13,078
3,888

13,307
3,964

3,493
5,371

513

1,773

9,190

9,343

(1,878)

CONTINUED ON PAGE 9
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STATUS REPORT ON UNIT TRUSTS
AS AT DECEMBER 31, 2013

CONTINUED FROM PAGE 8

MUTUAL FUNDS DATA AS AT DECEMBER 31, 2013 CONT’D
Distribution of Jamaican Investors as at December 31, 2013
CI Corporate Class
US$47,273,372
28.61%
4,240 clients

Scotia Mutual Funds
US$42,550,266
25.75%
1,220 clients
Scotia Caribbean
Income Fund
US$75,397,265
45.63%
2,429 clients

The Unit Trust consists of nine (9) unit trust
funds which are managed by five (5) fund
managers, namely Barita Unit Trust Management
Company Ltd., Scotia Asset Management
Jamaica Ltd., Sagicor Investments Jamaica Ltd.,
JMMB Fund Managers Ltd. and NCB Capital
Markets Ltd. NCB Capital Markets launched
their unit trust scheme in December 2013. Unit
trusts portfolios are composed mainly of fixed
income securities, real estate investments and
equities. For the quarter ended December 31, 2013,
approximately 66% of the funds were
invested in fixed income securities, 22% in
real estate, 8% in equities and4% in cash and
others. The equity investments are primarily
listed on the Jamaica Stock Exchange.

As at December 31, 2013 total funds managed by unit trusts management companies was approximately $58 billion.
The data is compiled against funds under management for quarter over quarter commencing December 2012.
For the December 2013 quarter, net inflow was 2 billion units valued at $3 billion.
Dec
2013

Sep
2013

Jun
2013

Mar
2013

Dec
2012

$’M

$’M

$’M

$’M

$’M

Total Funds under
Management as at

57,951

54,913

54,211

50,801

49,685

Value of units sold
for the quarter

11,620

3,482

4,582

4,536

8,908

Value of units
Redeemed
for the quarter

8,575

3,231

2,507

3,112

2,077

Net inflow/outflow
for the quarter

3,045

251

2,075

1,424

6,831

Cumulative Unit Trust Purchases/Redemptions for the
Period December 2012 - December 2013
10,000,000
9,000,000
8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000
0
- 1,000,000

Exact Figures Used
Total Number of
Units Sold
for the quarter

7,782,247,358 561,142,639 1,533,557,902 2,244,838,201 7,146,015,738

Total Number of
units Redeemed
for the quarter

5,679,549,991 149,660,821

Net inflow/outflow
(units)
for the quarter

purchases
redemptions
net purchases/redemptions

Dec -12 Jan-13 Feb -13 Mar -13 Apr -13 May -13 Jun-13 Jul-13 Aug -13 Sep-13 Oct -13 Nov -13 Dec -13

PERCENTAGE MARKET SHARE AS AT DECEMBER 31, 2013
0.2%

151,199,101

298,324,036

92,008,753

Sagicor
JMMB

39.7%

49.4%

2,102,697,366 411,481,818 1,382,358,801 1,946,514,165 7,054,006,985

As at December 31, 2013Sagicor Investments continued to
lead with 49.4% of the market share followed by Scotia
Asset Management with 39.7%. JMMB Fund Managers
had 5.8%, Barita Unit Trust Managementhad 4.9%,while
NCB Capital Markets had 0.2% share of the market.
FSC COMPASS | A PUBLICATION OF THE FINANCIAL SERVICES COMMISSION
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THE NEW FILING REQUIREMENTS FOR COLLECTIVE INVESTMENTS SCHEMES (CIS)
All Investments in Collective Investment
Schemes (CIS) are regulated by the
FSC. The FSC undertook to establish
a comprehensive framework for
CIS consistent with international
standards.
These regulations should provide
adequate protection to investors
and permit the industry to develop
and grow.
The Securities (Amendment) Act,
2013 which includes the new CIS
Regulations was passed on
December 30, 2013.
These new CIS regulations now
grants the FSC comprehensive
authority to regulate all facets of
the CIS industry, including powers
to authorize, examine, investigate
both the funds and their service
providers.

• A definition of private issuer is
included

• Return on investment for a rolling
fifty two week period

FILING REQUIREMENTS

• The year-to-date return on investment
for the current calendar year

QUARTERLY
• Unaudited financial statement within 45 days after the end of the
quarter
• Portfolio statements and the net
asset value -within 45 days after
the end of the calendar quarter
YEAR END FILINGS
• Annual financial statement and
auditor’s report- within 90 days of
the schemes financial year end
OFFERING DOCUMENT
• The offering document shall be
effective for twelve (12) months
commencing with the date of
registration

All CIS offered for sale in Jamaica
must be either registered or
expressly exempt from registration.

• These documents are due 30 days
before the expiry of the existing
offering document

CIS exempt from the registration
requirements include:

PUBLICATION REQUIREMENTS

• Schemes sold to accredited investors only

WEEKLY
The following are to be published
on a website maintained in respect
if the scheme:

• Schemes where each investor must
purchase a minimum of J$10 million

• Cut-off time and the frequency of
the pricing of the securities

• The scheme is a private issuer and offers
its securities to only specific persons

• The current net asset value (NAV)

• Investments Clubs
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QUARTERLY
Unaudited quarterly financial statements
Publications are due within 45 days
after the end of the relevant quarter.
YEAR END
Audited financial statements
Publications are due within 90 days
after the end of the financial year.
NEW PUBLICATION METHODS
Publication for the purposes of the
regulation can be done in the
following ways:
• Posted on a website maintained
in respect if the scheme
• Sent by post or e-mail
• Published in a daily newspaper
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FSC EVENTS

FSC HOST ANNUAL CORPORATE
GOVERNANCE SEMINAR

Bert van Selm, IMF Resident representative in Jamaica, addressing participants at the FSC's Annual
Corporate Governance Seminar. Also in photo at right is Executive Director of the FSC, Janice P. Holness
and Nadene Newsome, Communications Manager, FSC.

The Financial Services Commission
(“FSC”) hosted its annual Corporate
Governance Seminar on Wednesday,
March 26, 2014, at the Jamaica Pegasus
Hotel. The workshop has as its theme,
“Corporate Governance: Influencing
Performance and Efficiency – Creating
Opportunities” and representatives from
the private and public sector and also its
regulated entities were in attendance.
The Seminar opened with an Address
by the Executive Director of the FSC,
Janice P. Holness and the Keynote
Address by Mr. Bert van Selm – IMF
Resident Representative in Jamaica.

SECURITIES INDUSTRY MEETINGS
The FSC has been updating Securities
Industry licensees and the investing
public on “The implications of the Securities
Act Amendments 2013 on the Securities
Industry”.

FSC QUESTION
OF THE QUARTER:
What is a Collective
Investment Scheme?

A luncheon was held for Senior members
of the Securities Industry on Wednesday,
February 26 at the Jamaica Pegasus
Hotel.
A public Meeting was also organized for
investors and this was held at the Terra
Nova Hotel on March 31.
For both events Features of the Securities
(Collective Investment Schemes)
Regulations, 2013 were also presented.

A Collective Investment Scheme can be defined as a scheme
where members of the public are invited to invest money or
other property in a portfolio of assets.
The scheme is managed by a professional fund manager and
the investors hold a participating interest in and share the risks
and benefits of investing in the scheme.
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