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Investment Mandate
Sterling Investments Limited (SIL) was
formed to provide long term investors with
attractive returns in US dollars. SIL aims to
deliver attractive risk adjusted returns to
managing their funds. The company achieves
this by strategically investing in the global
capital markets and the real sector.
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its shareholders by actively and prudently

1

STERLING INVESTMENTS LIMITED

Contents

2

Directors' Report

03

Corporate Profile

05

Board of Directors

06

Chairman's Message

10

Performance Summary

11

Corporate Governance

12

Management Discussion & Analysis

17

Corporate Data

21

Sterling Investments Stockholder Events

22

Directors and Connected Parties

23

Audited Financial Statements

25

2017 annual report

Directors' Report
The Directors are pleased to
present their report for the year
ended December 31, 2017. The
report represents the results for
Sterling Investments Limited.
COMPANY RESULTS
ĥ Total assets were J$1,168,095,124 as at December 31, 2017
ĥ Dividend yield of 5.2% for the year ended December 31, 2017
ĥ The profit after income tax was J$51.68 million for the year ended December 31, 2017
ĥ Trading gains increased by 272% to J$37.80 million for the year ended December 31, 2017
ĥ Stockholder’s equity was J$866.52 million as at December 31, 2017
KPMG, Barbados and Eastern Caribbean have indicated their
willingness to continue in office as auditors of the company.

Financial Ratios

2017

2016

2015

2014

Price Earnings Ratio

14.61

11.17

8.52

8.88

Net Interest Margin

90.30%

93.90%

92.50%

92.80%

39,443,858.95

22,842,106.12

18,541,154.12

12,663,751.68

Dividend Payout Ratio

76.33%

29.06%

26.05%

21.60%

Dividend Yield

5.24%

2.60%

3.06%

2.43%

0.87

1.08

0.87

0.97

Dividends Paid and Proposed
(in re sp e c t of the f inancial year)

Price to Book
By Order of the Board

Dated this February 15, 2018
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The Directors wish to thank the management and all team members for their performance during
the year under review. As always, we express our deep and sincere appreciation to the stockholders
for their continued support and partnership.
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“Look at
market
fluctuations
as your
friend rather
than your
enemy.
Profit
from folly
rather than
participate
in it.” Warren Buffett
2017 annual report

Corporate Profile

The company invests primarily in an array of fixed income
securities denominated in United States dollars. A small part of the
company’s portfolio is also dedicated to private equity investments
that serve to boost the company’s return on equity.
The company generates income in two ways: (a) through interest
income earned on the securities in the portfolio; (b) through capital
gains as a result of increases in the price of the securities. It offers
investors the opportunity to enjoy:

ā A hedge against devaluation and inflation
ā Higher risk adjusted returns
ā Diversification
ā Access to the global capital markets
ā Access to experienced and successful investment managers
Sterling Investments Limited has no employees. The operations
of Sterling Investments Limited are managed by “the Investment
Manager” – Sterling Asset Management Limited (SAM). As a result,
SIL has one of the highest net profit margins and lowest efficiency
ratios of any company on the Jamaica Stock Exchange. SAM’s
team ensures that SIL’s portfolio is optimized and executes the
directives of the Board. SAM also ensures SIL’s compliance with the
applicable regulatory regimes.

Sterling Asset
Management
Limited

Sterling
Investments
Limited

The Investment
Manager

The Investment
Company

Investments
such as
bonds,
equity
(No Employees)

Investment Manager Overview
Sterling Asset Management Limited
(SAM) is a licensed securities dealer
registered with the Financial
Services Commission in Jamaica.
SAM is a full service financial planner,
fund manager and global securities
trader specializing in, but not
limited to, US Dollar investments.
With one of the highest capital
adequacy ratios on the island, SAM’s
balance sheet greatly exceeds the
regulatory capital requirement.
Sterling was one of the first local
institutions to bring high quality, US
dollar fixed income investments to
Jamaican investors.
For 16 years, SAM has focused on
providing local investors with US
dollar investments in the global
markets. The company was started
because local investors were not
able to access safe and attractive
medium to long term investments in
a hard currency. SAM has provided
a source of consistent growth
and a safe haven to sophisticated
investors locally and internationally.
Sterling’s hallmark product is an
offshore US dollar mutual fund
which has delivered returns of over
12.82% per annum between 2003
and 2017. US$100,000 invested in
the fund in 2003 would have been
worth over US$580,980 at the end
of 2017. SIL’s investment strategy
has been modelled in a similar
way. SAM is involved with several
charitable projects which include
the Franciscan Ministries, the Mico
University College Math Project, the
Maxfield Park Children’s Home and
the Phoenix Lodge charities through
their annual golf tournament.
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Sterling Investments Limited (SIL) is registered as
an international business company in St. Lucia.
SIL is an investment holding company that was
formed in 2012 and exists to protect and grow
the capital of its stockholders. Early investors in
SIL avoided the National Debt Exchange, 14%
devaluation in 2013 and 8% devaluation in 2014.
SIL listed its ordinary shares on the Main Market
of the Jamaica Stock Exchange in October 2014.
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Board of Directors
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Sterling Investments Limited (SIL)
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Derek Jones

Charles Ross

Michael Bernard

Chairman QBE

BSc. (Hons), MSc.

BA, BSc., MBA, FJIM

SIL’s Board consists of well-respected and experienced professionals who hold
the investment manager accountable on behalf of the shareholders.
Charles Ross, BSc. (Hons), MSc. // Derek Jones, Chairman QBE
Maxim Rochester, BSc. (Accounting) Hons. FCA, FCCA // Michael Bernard, BA, BSc., MBA, FJIM

Maxim Rochester

Marian Ross

Robert Taylor

BSc. (Accounting) Hons. FCA, FCCA

BA (Hons), MBA

BSc. MBA, LLB, L.E.C.

SAM’s Board consists of well-respected and experienced professionals who hold
the investment manager accountable on behalf of the shareholders.
Charles Ross, BSc. (Hons), MSc. // Maxim Rochester, BSc. (Accounting) Hons. FCA, FCCA //
Marian Ross, BA (Hons), MBA // Robert Taylor BSc., MBA, LLB, L.E.C.

STERLING INVESTMENTS LIMITED

Sterling Asset Management (SAM)
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Board of Directors Biographies
Sterling Investments Limited (SIL)
Derek Jones, Chairman QBE
Derek is one of the founding partners of HSM
Chambers in Grand Cayman 2012. He was admitted
to practice in Jamaica in November, 1970 and spent
some 40 years with the firm of Myers, Fletcher &
Gordon in Jamaica. He is also admitted to several
Bars in the Caribbean and as a Solicitor of the United
Kingdom. He enjoys the rare distinction of having
been ranked by the authoritative guide of Chambers
and Partners in two jurisdictions namely Jamaica and
Cayman, and in two different practice areas. From
2005 to 2007 he was seconded to the Cricket World
Cup organization as Senior Legal Counsel leading up
to the hosting of the ICC Cricket World Cup in the
West Indies in 2007. He chairs the Cable and Wireless
Jamaica Pension Fund, the Red Stripe Pension Fund
and the Jamaica College Trust. He is a Director of the
JN Cayman, formerly known as the National Building
Society of the Cayman Islands. He was honoured by
the Jamaican Bar Association in 2012 for his services
to the Association and to the legal profession. He has
done a considerable amount of public speaking, was
for many years a member of the National Speakers
Association of the United States and is known for his
independent thought as well as his wit. He is also the
Chairman of the Conduct Review Committee.
Other Appointments:

STERLING INVESTMENTS LIMITED

Other Appointments:
\

Sterling Asset Management Limited

\

The National Crime Prevention Fund (Crime Stop)

Michael Bernard, BA, BSc, MBA, FJIM
Michael has more than 25 years of executive
management experience and is a retired Managing
Director of Carreras Limited. During his tenure as the
Chief Executive at Carreras, he successfully led the
company to deliver commendable and continuous
growth in shareholder returns, which earned the
company awards for being the best performing
company listed on the Jamaica Stock Exchange,
including “Best Performing Company for 2010”. In
addition to his extensive local and international
business experience, Michael holds a B.A. and B.Sc.
in Business Administration and Forest Management
respectively, and an MBA from the Harvard Graduate
School of Business Administration. He is the Chairman
of the Asset-Liability(ALCO) Committee,
Other Appointments:

\

LIME Pension Fund (Chairman)

\

Salada Foods Jamaica Limited

\

Red Stripe Pension Fund (Chairman)

\

Carreras Limited

\

Jamaica College Trust (Chairman)

Charles Ross, BSc. (Hons), MSc.
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Administration from the University of Manchester, a
BSc (Hons.) in Civil Engineering from the University of
Edinburgh and an MSc. in Construction Engineering
and Management from the University of the
West Indies.

Charles is a founding director of Sterling Asset
Management Limited. In his role as President for the
past 16 years, the company has generated a return
on equity in excess of 30% per annum. Charles is
a qualified engineer with over 15 years’ experience
in the field. Charles left the field of engineering,
to act as the Executive Director of the PSOJ.
Since its inception, Charles has guided Sterling’s
investment and portfolio management functions
and maintained the company’s focus on delivering
higher risk adjusted returns for the medium to long
term. He holds a Postgraduate Diploma in Business
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\

Jamaica College (Chairman)

\

GK General Insurance Co. Limited

\

Hardware & Lumber Limited

\

Jamaica College Foundation

\

Spike Industries Limited (Chairman)

\

Peak Bottling Company Limited (Exec. Chairman)

\

New Transport Group Limited

\

One on One Educational Services Limited (Chairman)

\

Supreme Ventures Racing and Entertainment
Limited (SVREL) (Exec. Chairman)

Maxim Rochester, B.Sc. (Accounting) Hons.
FCA, FCCA
(see bio under SAM Ltd.)

Sterling Asset Management Limited (SAM)

Max, a former Territory Senior Partner of
PriceWaterhouseCoopers, has over thirty (30) years’
experience in the auditing of Jamaica’s largest
banking and insurance corporations. As such, Max
is intimately familiar with the operations, financial
systems, regulatory environment and reporting
requirements of the local financial sector. He has
invaluable expertise and experience in dealing with
international and major domestic corporations and
financial institutions. He has a B.Sc. in Accounting
with honours from the University of the West Indies,
in addition to being a Member of the Chartered
Association of Certified Accountants (UK) and a
Member of the Institute of Chartered Accountants of
Jamaica. Maxim is an independent director on the
Board of Sterling Asset Management Limited and is
the Chairman of the company’s Audit Committee.
Other Appointments:
\

Sterling Investments Limited

\

Eppley Limited

\

Guardian Holdings Limited

\

Guardian Life Limited

\

Guardian Life of the Caribbean Limited

\

Facey Commodity Group Limited

\

Guardian General Insurance Limited

Charles Ross, BSc. (Hons), MSc.
(see bio under SIL Ltd.)

Marian Ross, BA (Hons), MBA
Marian has eight years’ of experience in the financial
sector and has worked in credit analysis and evaluation,
investment analysis and research in both the regional
and international capital markets. Her work has
covered fixed income, publicly traded equities and
private equity. She also has experience in portfolio
management and the structuring of medium to
long term investment vehicles. Her work experience
has taken her through the Caribbean and to North
America and South-East Asia. Marian has a BA (Hons)
in Economics from the University of Western Ontario
and an MBA from New York University’s Stern School
of Business.
Robert Taylor BSC, MBA, LLB, L.E.C.
Robert possesses extensive experience in risk
management, corporate banking, real estate
development and commercial and real estate law.
Robert spent 11 years at Citibank and left as the
Resident Vice President, Financial Institutions & Public
Sector Unit where he helped to structure credit and
capital market transactions and also managed the
Bank’s relationships with the Government of Jamaica
and Financial Institutions. He subsequently launched
Taylor Law -a full time law practice specializing in Real
Estate and Commercial law. Robert has a Bachelor of
Laws from the University of London, an MBA, and a
certificate in Legal Education from Norman Manley
Law School. Robert is an independent director on
the Board of Sterling Asset Management Limited
and is the Chairman of the company’s Asset Liability
Management Committee.
STERLING INVESTMENTS LIMITED

Maxim Rochester, B.Sc. (Accounting) Hons.
FCA, FCCA
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Chairman’s Message
Strategic vision and mission
Sterling Investments achieved a number of
milestones in 2017. Total assets surpassed
J$1 billion, trading gains tripled and dividends
paid to shareholders increased by more
than 70%. The company benefitted from
profitable investments made during 2016 and
2017. Prices of assets in the portfolio rose
significantly, allowing the team to realize
some of the gains on its investments. The
company started to make selective equity
purchases towards the end of the year.
In addition, we engaged the stockholders by hosting
several events throughout the year with the aim of
showcasing the company’s performance. We launched
a campaign to educate investors on the company’s
innovative Dividend Reinvestment and Complementary
Share Purchase Programmes. Both programmes are
the first of their kind on the local stock market and have
helped to boost liquidity and trading in the shares.

STERLING INVESTMENTS LIMITED

While there were unexpected developments with the appreciation
of the Jamaican dollar in 2017, we anticipate a slowing or reversal
of this trend during 2018. We remind investors that the annual
average rate of devaluation for the past 45 years (including 2017)
is approximately 11.56%. The Board and management team look
forward to a renewed focus on the company’s long term investment
strategy of investing in high quality USD denominated stores of value.
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Performance Summary

Profit after tax declined by 34.3%
to J$51.7 million for the 2017 fiscal
year primarily on account of
unrealised foreign exchange losses
which totaled J$26.2 million. This
is due to the appreciation of the
Jamaican dollar over the fiscal
year. The company immediately
took steps to reduce the effect
of the 2017 JMD appreciation by
increasing trading gains. Trading
gains jumped by 271.7% from
J$10.2 million, the 2016 fiscal year
to J$37.8 million in the 2017 fiscal
year. The company’s strategy of
using efficient funding sources
has continued to reap rewards for
stockholders. This is reflected in
the company’s robust net interest
margin of 90.3%.
D urin g th e ye ar en de d
December 31, 2017, SIL paid
J$39,443,858.95 to stockholders
in dividends, representing a
dividend yield of 5.2% as at
December 31, 2017. Dividends
are paid in USD, which provides
investors with a hedge against
devaluation and inflation. The
dividend payout in fiscal year
2017 was 72.7% higher than the
amount paid out in the prior year.

(J$3.47) since the start of 2018.
Should this trend continue during
the year, SIL’s profit position is
likely to improve. The company
has introduced equities to the
portfolio to increase diversification.

Outlook
Sterling Investments Limited
continues on a strong and
innovative growth path. The
proactive and nimble investment
strategy has created value for
shareholders. For this reason,
SIL must maintain a long term
investment strategy despite short
term trends.

On behalf of the board of directors,
I would like to thank all the
stockholders for their continued
confidence in SIL and look forward
to the year ahead.

As of March 5, 2018, the Jamaican
dollar has devalued by 2.8%

Growth in
Total Assets (in millions)
1,168.1
935.8

974.7

2015

2016

787.0

491.7

2013

N

2014

2017

rofit (in millions)
78.6
71.2
58.6

51.7
45.9

2013

2014

2015

2016

2017
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Financial overview:
Total assets grew by 19.8%,
increasing from J$974.7 million
as at December 31, 2016 to J$1.17
billion as at December 31, 2017.
The portfolio grew organically
from retained earnings and
from funds raised through the
Dividend Reinvestment and
Complementary Share Purchase
programmes. Total interest
income grew by 1.3%, increasing
from J$78.1 million for the period
ending December 31, 2016 to
J$79.1 million for the year ended
December 31, 2017.
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Corporate Governance
The Board of Directors of SIL has the following responsibilities:

ĥ Oversee and monitor the performance of the investment manager
ĥ Periodically review the investment strategy and risk criteria to
ensure that return on equity is being optimized

ĥ Enforce good corporate and risk governance and ethical codes of conduct
ĥ Enforce the code of ethics
The company’s corporate governance guidelines can be found at www.sterlinginvestmentsltd.com
The company’s code of ethics can be found at the company’s website www.sterlinginvestmentsltd.com

Board Sub Committees
Audit Committee
The Audit Committee assists the Board of Directors in fulfilling its oversight responsibilities by monitoring and
assessing critical areas of the Company’s operations and regularly reporting to the Board of Directors on same.
The key focus areas consist of but are not limited to: the integrity of financial record keeping and reporting, the
risk and control environment, the Internal Audit, the External Audit, Regulatory Compliance internationally and
locally and the Company’s Codes of ethical and business conduct. Maxim Rochester serves as the Chairman
of the Audit Committee.
Principal Activities of Audit Committee

ĥ Appointment of external auditors

Assess and Approve:

ĥ Local and international regulatory submissions

ĥ The integrity of financial record
keeping and reporting

ĥ Monthly in-house management accounts and
explanations for divergence from budget

ĥ The system of internal controls
and procedures

ĥ Codes of ethical and business conduct
Meet privately with:

ĥ Internal auditors as deemed necessary
ĥ External auditors as deemed necessary
Meetings and Attendance

ĥ Stability and security of IT Infrastructure
STERLING INVESTMENTS LIMITED

ĥ Internal audit report & findings and
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implementation of recommendations

Committee Members


Meetings


Attendance

ĥ Internal audit focus & budget

Maxim Rochester
(Chairman)

4

100%

ĥ Appointment of internal auditors

Derek Jones

4

100%

ĥ Annual audited financial statements with

Michael Bernard

4

100%

Charles Ross

4

100%

for the financial year

a view to ensuring they are complete,
utilizing the appropriate accounting
principles and consistent with information
known to committee members.
2017 annual report

The Audit Committee assists the Board in the oversight of the systems of
internal controls, the Company’s financial reporting processes and audit
functions, as well as compliance with legal and regulatory requirements.
The Committee reviews adherence to accounting policies, oversees
the work of the internal and external auditors and assists the Board in
discharging its duties with regard to maintaining transparent records and
strong controls and ensuring that financial transactions are consistent
with the policies and directives of the Board. Based on the internal and
external audit reports, the Audit Committee is satisfied that SIL’s internal
controls, business processes, and record keeping are sufficiently strong,
transparent and robust.
Assets & Liabilities Committee (ALCO)
The Assets & Liabilities Committee aims to ensure that the assets and
liabilities of Sterling Investments Limited are effectively managed to
maximize return on equity, bolster the capital base and to safeguard the
company against adverse consequences of changes in interest rates and
liquidity risk. These objectives are pursued in the context of a framework
of strong risk management, investment and liquidity policy guidelines,
which are outlined in the investment policy. The committee’s mandate
is to oversee the management of the company’s assets and liabilities in
the context of these objectives and budgeted targets.
This committee meets quarterly and consists of four members. It is
chaired by Michael Bernard. Additional meetings may be scheduled as
needed. The purpose of this committee is to maximize net interest income
and trading gains over both the short and long term while managing the
portfolio within acceptable board approved limits for credit risk, liquidity
risk, interest rate risk and duration risk. Other issues such as credit trends,
credit concentrations and other credit-related metrics that may impact
strategy development are also discussed in this forum.

Principal Activities of Asset
Liability Committee
Assess:
ĥ Local and international
macro-economic conditions
and the implications
for the company’s
investment strategy
ĥ Management of market,
liquidity and credit risks
ĥ Investment strategies
employed to maximize risk
adjusted return on equity
ĥ Quality and structure of
funding and asset base
ĥ Adherence to liquidity,
capital and trading
policy limits
ĥ Achievement of budgeted
profitability targets
Meetings and Attendance
ALCO Members





Michael Bernard
(Chairman)

4

100%

Derek Jones

4

100%

Maxim Rochester

4

100%

Charles Ross

4

100%

Conduct Review Committee
This committee meets quarterly
and consists of four members.
It is chaired by Derek Jones. The
Committee is governed by the
Corporate Governance Guidelines.
Specifically, the Committee: (i)
submits for approval by the Board
of Directors the remuneration
report and the remuneration
policy for Executive Directors
which will be put forward for
approval at the Annual General
Meeting (ii) puts for ward
proposals for the remuneration
2017 annual report
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Audit Committee Report
The Audit Committee plays a key oversight role on behalf of the Board.
The Committee’s principal activities focus on the oversight of operational
risks, compliance and governance of the company. We reviewed the
internal audit plans and the internal audit reports presented throughout
the year. The audit areas include AML compliance, investment securities,
financial accounts, information technology, cyber security and adherence
to the applicable regulations. The Committee monitored the quarterly
and annual reporting to stockholders and regulators. The Committee
ensured the provision of objective, comprehensive, factual and timely
information to the Jamaica Stock Exchange. SIL successfully delivered
results within the regulatory imposed time frame to stockholders and
the Jamaica Stock Exchange during 2017. All issues identified by the
Committee were addressed satisfactorily.
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of the Chairman, (iii) puts forward proposals for the
remuneration of non-executive Directors, who are
members of Board Committees (iv) leads the process
for Board appointments. In addition, this committee
reviews on an annual basis the performance evaluation
of all the non-executive directors in assessing whether
they have effectively discharged their duties. They also
review new appointments of board members for any
potential conflict of interest. All of the directors are nonexecutive directors. No new appointments were made
to the board this financial year.
Principal Activities of the Conduct
Review Committee
ĥ It maintains a formal and transparent procedure
for setting policy on directors’ remuneration
and to determine an appropriate remuneration
packages for all directors including the Chairman.
ĥ It is responsible for reviewing the structure
and composition of the board at least annually
and making recommendations to the board
to complement its corporate strategy.
ĥ It identifies individuals suitably qualified to
become board members and selects or makes
recommendations to the board on the selection
of individuals nominated for directorships.
ĥ It is responsible for assessing the independence
of independent non-executive directors.
ĥ It reviews new appointments of board
members for any potential conflict of interest.
ĥ It reviews the annual evaluation of the
performance of board members.

STERLING INVESTMENTS LIMITED

Meetings and Attendance
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Conduct Review Members





Maxim Rochester

4

100%

Derek Jones (Chairman)

4

100%

Michael Bernard

4

100%

Charles Ross

4

100%

Composition & Frequency of Meetings
The Audit and all other Committees of the board
meet at least quarterly and consist of four (4)
members. The Committee members are Mr.
Maxim Rochester (Chairman), Mr. Michael Bernard
(Director), Mr. Derek Jones (Director) and Mr. Charles
Ross (Director). All committee members are nonexecutive directors.
NB: Sterling Asset Management Limited (SAM)
(the Investment Manager for Sterling Investments
Limited) holds monthly board and board subcommittee meetings.
There was one Annual General Meeting held
in 2017.
Board Annual Self Evaluation
SIL’s Board conducts an annual self-evaluation of its
performance and all its sub-committees. Directors
are required to evaluate specific issues regarding
the effectiveness of the Board governance. The
issues include the quality of the information
provided by management, the effectiveness of the
operation of any Committee and a performance
assessment of the Board and Chairman during
the year. Additionally, smaller discussions are held
with the various Directors to solicit feedback on
the performance of the Board and Management.
The process has been invaluable to the continuous
improvement of the governance process. SIL
remains committed to good corporate governance
practices and continues to comply with the
applicable laws and regulations, international
best practices and guidance from the Jamaica
Stock Exchange and the Financial Services
Commission (FSC).

Directors’ Compensation
SIL compensates its Directors fairly and responsibly
and aligns remuneration with the company’s
strategy. For the financial year ending December
31, 2017, a total of JS$2,151,660 was paid to the four
Directors. Each director gets the same amount
in fees.

Directors’ Training
All four directors attended Corporate Governance
training which incorporated the relevant laws
and regulations including the Companies Act,

2017 annual report

Independent Directors
SIL recognizes the important role
that independent directors play
in the company’s governance.
Of the four non-executive
Directors serving during the
year, 75% of them were deemed
to be independent. The Board
considers a director to have met
the criteria for independence if
he or she:  does not hold crossdirectorships or has significant

links with other directors through
involvement in other companies
or bodies;  does not represent
a substantial shareholding;  is
not a close relative of a significant
shareholder;  does not have an
employment relationship with SIL
or Sterling Asset Management.
The independence of directors is
kept under constant review and
all independent directors are
required to disclose whether they
have any interests or relationships
that could impact on their ability
to act in the best interests of
the company.

review, has determined that the
following non-executive directors
met the criteria for independence
during the period under review:

ā Derek Jones (Chairman)
ā Michael Bernard
ā Maxim Rochester

The Board, having undertaken an
assessment in the period under

STERLING INVESTMENTS LIMITED

the Securities Act, POCA and the
Bank of Jamaica Act. They were
fully briefed on the responsibilities
of directors operating under the
ambit of the JSE, the FSC and the
Bank of Jamaica.

2017 annual report
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“Anyone
can hold
the helm
when the
sea is calm.”

STERLING INVESTMENTS LIMITED

Syrus Pubilius
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Asset allocation characterized
by developed market bonds
vs. emerging market bonds

40%
Emerging

Balance Sheet Analysis

Market Bonds

Total assets increased by 19.8% from J$974.7 million as at
December 31, 2016 to J$1.2 billion as at December 31, 2017.
This was largely attributed to the increase in investment
securities which experienced an 18.4% increase over
the same period. This was funded by a combination of
retained earnings and the proceeds of the DRIP and CSPP
programmes introduced in the second half of 2016. As at
December 31, 2017, margin loans totalled J$274.8 million, or
24.7% of the portfolio of investment securities, compared
to 14.0% of investment securities in 2016. The company’s
use of margin has enhanced the income of the portfolio.
The company’s liabilities, excluding margin loans payable,
declined by 17.6% from J$32.5 million in 2016 to J$26.8
million in 2017. This is mainly due to a significant decrease
in the line item “other payables” which declined by 61.1%
from J$17.2 million in 2016 to 6.7 million in 2017.
Total equity increased by 6.9% from J$810.4 million as
at December 31, 2016 to J$866.5 million in December 31,
2017. This was due to an increase in retained earnings, an
increase in the prices of investment securities and funds
raised from the Dividend Reinvestment Programme
(DRIP) and Complementary Share Purchase Programme
(CSPP). Retained earnings increased by 10.4% from J$204.1
million to J$225.4 million highlighting the company’s
continued pledge to deliver growth and value creation
for stockholders.

Weighted average coupon rate = 7.99%

Weighted average yield to call/maturity = 7.51%

60%
Developed

Market Bonds

Investment Grade Issuers vs.
Investment Grade Bond Issuers

36%
Non-Investment
Grade Issuers

STERLING INVESTMENTS LIMITED

Management
Discussion
& Analysis

64%
Investment

Grade Bonds
Issuers

2017 annual report
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Private Equity Update
SIL owns common shares in a hotel
development project located in St.
Kitts and Nevis. This investment
accounts for 5.6% of total assets.

Income Statement
Analysis
Profit for the fiscal year 2017
was J$51.7 million compared to
J$78.6 million in 2016 primarily
on account of unrealised FX losses
which totalled J$26.2 million. The
Jamaican dollar appreciated by
2.8% during 2017, compared to
a 6.7% devaluation in 2016. As
a result, foreign exchange gains
decreased from J$53.2 million
in 2016 to a loss of J$26.2 million
as at December 2017. This was
partially offset by the increase in
trading gains.

STERLING INVESTMENTS LIMITED

Gains on sale of investments more
than tripled from J$10.2 million in
December 2016 to J$37.8 million
in December 2017 as the company
capitalized on the rise in prices
of assets within its investment
portfolio. The company manages
its portfolio with a view to
profit taking when conditions
are favourable.
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SIL’s primary source of revenue
is the interest income generated
by the securities in its portfolio.
Total interest income amounted
to J$79.1 million for the 2017 fiscal
year; 1.3% higher than total interest
income for the corresponding
period in 2016.

Expenses
Operating expenses for the fiscal
year ended December 2017 were
J$28.4 million or approximately

2017 annual report

14.8% higher than the previous
year. This was attributed to
higher management fees which
increased due to the growth
in assets.

Outlook
Improvements in the global
economy led to an appreciation
in bond and equity prices
during 2017. A combination of
headwinds and tailwinds will
challenge markets in 2018: rising
rates and fiscal stimulus in the
USA, a potential shift in policy in
Europe and Japan and ongoing
geopolitical risks.
Euro Area: Modest growth but
elusive inflation suggests that
monetary policy will remain
accommodative for some time to
come. The Eurozone’s GDP grew
by 2.5% in 2017 which is the fastest
expansion experienced in the
last ten years. The ECB reduced
their monthly asset purchases
to EUR 30 billion (from EUR
60 billion).
Euro area inflation
was 1.5% as at December and is
expected to remain at that level
throughout 2018.
The Bank of England increased
interest rates in November for the
first time since 2007, noting that
any further rate rises are likely to
be very gradual and remain highly
dependent on the outcome of the
Brexit negotiations. We believe the
Eurozone offers value in both fixed
income and equity asset classes.
USA: Strong economic growth
and labour market indicators
suggest that the U.S. economy
will continue to perform well.
Downside risks to this view
include rising interest rates and

potential trade wars. The Federal
Reserve’s benchmark interest rate
is currently in a range of 1.25%
to 1.5%. The Federal Reserve's
Board hiked rates 3 times in
2017 and has communicated its
intention to raise this by 3 times
in 2018 (by 0.25% each time).
Some analysts predict that the
Fed could raise rates as many
as 4 or 5 times, if fiscal stimulus
measures cause the economy to
overheat. U.S. fourth-quarter 2017
real GDP growth totalled 2.6%
(slightly below expectations of
3%). However wage growth of
2.9% (above expectations of 2.6%)
significantly moved markets and
caused inflation expectations to
rise. New U.S. tax legislation was
passed in December delivering a
large reduction in the corporate
income tax rate from 35% to 21%.
Oil appreciated by 12.5% in 2017
and 45% in 2016. OPEC has agreed
to extend its production cuts till the
end of 2018. The increase in global
growth in addition to the extreme
cold weather experienced in the
U.S. contributed to the upward
pressure on prices in 2017. The
output of the U.S. shale producers
is likely to have a significant impact
on the price of oil during 2018.

Employees and
Option Scheme
SIL does not have any employees
and there are therefore no option
schemes or any other incentives in
place for the company.

Risk Management
Effective risk management
and optimization is essential to
sustaining and furthering the
success of our business. Risk is

Risk Management is incorporated
as part of the company’s culture
and is an on-going, consultative,
forward-looking and dynamic
process. Risk is analyzed within
a well-defined framework
shaped by the Company’s risk
appetite, strategic objectives,
competitive advantages and
the prevailing regulatory and
macroeconomic environment.
The Investment Management
Commit te e over s e e s the
formation of and adherence to the
Company’s general risk guidelines.
Sterling measures risk using an
array of quantitative and qualitative
measures. General explanations of
the key risk mitigation strategies
are described below.

Key Risks
SIL assumes market risks in the
conduct of its business. Market
Risk is a generic term for price risk
and liquidity risk.
Price Risk: Price Risk measures
the sensitivity of the Company’s
earnings to changes in: interest
rates, commodity prices (including
foreign exchange rates), and
derivative prices. The company
assumes price risk commensurate
with its budgeted targets,
capacity to manage risk, and the
sophistication of the markets it
opts to invest in.

SIL monitors and manages price risk by establishing a series of limits and
observing the performance of the assets in the portfolio relative to these
limits. A combination of the following limits is used to manage price risk:

ā Limits on the size of the positions in various asset classes or structures
ā
ā
ā

that can be held in the portfolio
Limits on the length of time the asset can be held for
Factor Sensitivity Limits
Potential Loss Amount

Liquidity Risk: Liquidity Risk measures the capacity of an institution
to adequately and promptly satisfy all scheduled and unscheduled
contractual funding obligations. Effective liquidity management
is essential to maintaining market confidence, meeting regulatory
requirements, maintaining the flexibility necessary to capitalize on
attractive asset purchases and business expansion opportunities, and
protecting the company’s capital base. SIL pursues effective liquidity
management to achieve these objectives through:

ā The placement of limits on maximum amounts of funding that will
ā

ā
ā

become due during different time periods under business-as-usual
conditions.
Active liability management focused on the diversification of funding
sources, instruments, and the synchronization of the maturities of its
assets and liabilities.
A contingency funding plan, which is a formal plan for maintaining
liquidity under adverse conditions.
Active analysis and monitoring of the macroeconomic and interest
rate environments in its operating jurisdictions.

SIL also mitigates market risk by conducting regular sensitivity analysis
and stress tests on the company’s portfolio and capital base and
through the continuous validation of the adequacy and integrity of
policies, assumptions, practices, and procedures that form part of the
risk management strategy.
With the anticipated change in U.S. monetary policy, price risk is one of
the most important considerations that currently inform SIL’s dynamic
investment strategy. The investment manager has sought to minimize
price risk by shortening the duration of the fixed income portfolio.
However, the prices of financial assets are likely to remain volatile and
stockholders can expect to see continued fluctuations in the “fair value
reserve” and market value of the underlying securities. The profit that has
been retained in the company will act as a strong buffer for the capital
base of the company.
The company’s strong liquidity position has been bolstered by the
modest use of leverage and strong flow of interest income.
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continuously analyzed with the
objective of maximizing profits
from upside risks (the risk of
upward movement in the value
of an asset) while also avoiding
and minimizing potential losses
arising from downside risks (the
risk of losses arising from adverse
movements in the market).
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Credit Risk
SIL assumes the credit risk inherent
in the financial instruments it holds
in its portfolio. Credit risk describes
the likelihood that the issuer
or guarantor of the instrument
will fail to repay the principal or
interest due on the security. SIL
refers to the credit rating assigned
to an issuer or instrument as a
guide when making investment
decisions. However, the company
generally performs independent
technical or credit review analysis
in line with the objective of
the purchase.
To mitigate credit risk, the
company seeks to ensure that
the majority of its investment
portfolio is concentrated in
instruments issued by institutions
or Governments of a high credit
quality. Concentration limits and
maximum piece sizes guide the
purchasing decisions for the
Company’s investment portfolio.

STERLING INVESTMENTS LIMITED

Operational Risk
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The standard industry definition
of operational risk describes
the risk of direct or indirect loss
resulting from inadequate or
failed internal processes, people
and systems or from external
events. SIL mitigates operational
risk by having its operational
functions managed by Sterling
Asset Management Ltd. (SAM).
SAM manages the operational
risk through the existence of
an independent audit function.
SAM’s operational procedures,
business and accounting practices
are audited annually by an
independent internal audit firm.
This firm reports monthly directly
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to SAM’s Audit Committee on
the findings of its internal audits.
SAM has proactively implemented
international best practices
that govern the execution of its
daily activities.

Private Equity Risk
Management
SIL explores private equity
opportunities through formal
partnerships with experienced and
reputable firms of professionals
in the relevant industries. These
partnerships provide one off
viable projects as well as the
relevant expertise to execute
them. However, all projects will be
rigorously assessed and approved
by SIL’s team of analysts and the
Board of Directors, respectively.
To mitigate risks associated
with private equity projects, the
investment manager rigorously
analyses and evaluates the
feasibility of each investment. The
Board of Directors must approve
all private equity investments. On
an on-going basis, the investment
manager actively monitors the
execution and business strategies
of these projects.

Corporate Data
Investor Relations Contact:
Yanique Leiba-Ebanks
 sil@sterlinginvestmentsltd.com
 +1 (876) 754-2225
Registered Address:
20 Micoud Street
P.O. Box 189
Castries, St. Lucia
 www.sterlinginvestmentsltd.com
 sil@sterlinginvestmentsltd.com

External Auditors
Sterling Investments Limited is
audited by KPMG, Barbados.

STERLING INVESTMENTS LIMITED

Internal Auditors
Mayo Holdings serve as the internal
auditor for Sterling Asset Management
Limited (the Investment Manager
for Sterling Investments Limited).
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Sterling
Investments
Stockholder
Events
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A playful moment is caught on camera with (from L-R) Ian Watson
(VP Sales & Marketing-Sterling Asset Management), Yanique
Leiba-Ebanks (AVP Pensions & Portfolio Investments-Sterling
Asset Management) and Marie James (Scotia Investments).

Here Yanique Leiba-Ebanks addresses the audience at the
Sterling Investments Press Conference. From L-R Ian Watson
(VP Sales & Marketing-Sterling Asset Management), Charles
Ross (Director- Sterling Investments), Michael Bernard (DirectorSterling Investments).

A light moment is shared at the Sterling Investments Luncheon.
From L-R Oliver Holmes, Peter Goldson (MF&G), Michael Bernard
(Director of Sterling Investments), Maxim Rochester (Director of
Sterling Investments)

Michael Buckle from the Bank of Jamaica poses a question at
the Sterling Investments Luncheon; to his right is Marian Ross
(Director of Sterling Asset Management)
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Directors &
Connected Parties
TOP TEN STOCKHOLDERS
For Sterling Investments Limited, As at December 31, 2017
Name
ATL Group Pension Trustees Nominee limited

Number of shares

Percentage

10,000,000

16.95

5,227,270

8.86

4,934,411

8.36

3,000,000

5.08

2,665,905

4.52

Satyanarayana Parvataneni

2,038,461

3.45

National Insurance Fund

2,016,129

3.23

Charles A. Ross

1,906,863

2.81

Winnifred Mullings

1,658,484

2.71

Everton McDonald

1,599,790

1.80

GraceKennedy Limited Pension Scheme
Lloyd Badal
PAM-Cable & Wireless Pension Real Estate Fund
PAM-Pooled Equity Fund

Directors & Connected Parties Report
For Sterling Investments Limited as at December 31, 2017
Directors

Shareholdings

Connected Parties

Derek Jones
Maxim Rochester
Michael Bernard
1,906,863
Number of shares

330,796

% of total

Charles Ross

1,906,863

2.81%

Marian Ross

197,141

0.33%

9,783

0.02%

Sterling Asset Management

18,700

0.03%

Charles Andrew Ross

105,172

0.18%

Natalie Farrell-Ross
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Charles Ross
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Audited
Financial
Statements
December 31, 2017

KPMG
204 Johnsons Centre
#2 Bella Rosa Rd
Gros Islet
St. Lucia
Telephone:
Email:

(758) 453 2298
ecinfo@kpmg.lc

INDEPENDENT AUDITORS' REPORT
To the Shareholders of
STERLING INVESTMENTS LIMITED
Opinion
We have audited the financial statements of Sterling Investments Limited ("the
Company") set out on pages 30 to 62, which comprise the statement of financial
position as at December 31, 2017, the statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the year then ended, and
notes, comprising significant accounting policies and other explanatory information.
In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2017, and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRS).

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the
Auditors' Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants' Code of Ethics for Professional
Accountants (IESBA Code) together with the ethical requirements that are relevant
to our audit of the financial statements in Saint Lucia, and we have fulfilled our
other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion

KPMG, a Barbados and Eastern Caribbean partnership, registered in Barbados, Antigua and Barbuda, Saint Lucia and St. Vincent and the Grenadines, and a
member fi.rm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"),
a Swiss entity.
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Basis for Opinion
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Page 5
INDEPENDENT AUDITORS’ REPORT (CONTINUED)
To the Shareholders of
STERLING INVESTMENTS LIMITED
Auditors’ Responsibilities for the Audit of the Financial Statements, continued
x

Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a PDQQHU WKDW DFKLHYHV IDLU
SUHVHQWDWLRQ

We communicate with the Board of Directors regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.
We also provide the Board of Directors with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
From the matters communicated with the Board of Directors, we determine those
matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters in
our auditors’ report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.

STERLING INVESTMENTS LIMITED

The engagement partner on the audit resulting in this independent auditors’ report is
Lisa Brathwaite.

Chartered Accountants
Castries, Saint Lucia
February 26, 2018
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6

Statement of Financial Position
December
31, 2017
STERLING
INVESTMENTS LIMITED
(Expressed in Jamaican Dollars)

Statement of Financial Position
December 31, 2017
(Expressed in Jamaican Dollars)
2017

2016

4
5

14,696,494
42,462,081

6

1,110,936,549

I,155,576
34,924,407
18,269
938,603,156

$1.168,095.124

974,701,408

274,814,733
6,687,475
19,855,271
10,000
208,351

131,808,102
17,191,962
15,264,740
10,000

301,575,830

164,274,804

Notes

Assets
Cash and cash equivalents
Accounts receivable
Income tax recoverable
Investment securities
Total assets
Liabilities
Margin loans payable
Other payables
Due to related company
Manager's preference shares
Income tax payable

7
8
9(C)(i)
10

Total liabilities
Equity
Share capital
Prepaid share reserve
Fair value reserve
Retained earnings

11(ii)
12
13

Total equity
Total liabilities and equity

669,453,676
2,195,194
( 30,491,694)
225,362,118

630,913,829
12,266,188
( 36,893,285)
204,139,872

866,519,294

810,426,604

$1.168,095,124

974,701.408

The financial statements on pages 30 to 62 were approved for issue by the Board of Directors
on February 26, 2018 and signed on its behalf by:

�

STERLING INVESTMENTS LIMITED

Charles Ross

30

�rector

�{ /4R�r
Maxim Rochester

The accompanying notes form an integral part of the financial statements.
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The accompanying notes form an integral part of the financial statements.

Statement of Profit or Loss and Other Comprehensive Income
Year ended December 31, 2017

STERLING INVESTMENTS LIMITED

(Expressed in Jamaican Dollars)

The accompanying notes form an integral part of the financial statements.
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Statement of Changes in Equity
Year ended December 31, 2017

STERLING INVESTMENTS LIMITED

(Expressed in Jamaican Dollars)
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The accompanying notes form an integral part of the financial statements.

Statement of Cash Flows

Year ended December 31, 2017

STERLING INVESTMENTS LIMITED

(Expressed in Jamaican Dollars)

The accompanying notes form an integral part of the financial statements.
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Notes to the Financial Statements
Year ended December 31, 2017

STERLING INVESTMENTS LIMITED

(Expressed in Jamaican Dollars)
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017

STERLING INVESTMENTS LIMITED

(Expressed in Jamaican Dollars)

46

2017 Financials

Notes to the Financial Statements
Year ended December 31, 2017

STERLING INVESTMENTS LIMITED

(Expressed in Jamaican Dollars)

2017 Financials

47

Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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Notes to the Financial Statements
Year ended December 31, 2017
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