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Stock Analysis: Access Financial Services (AFS) 
Fundamental Value: $6.96 Market Price: J$6.20

1
 52 Week Range: J$3.88 to J$6.30

2
 Recommendation: HOLD 

 

Moniker: AFS 

Shares Outstanding: 274,509,840 units 

Market Value of Shares Outstanding: $1,701,961,008 

Financial Year End: December 31  

 

Executive Summary: Access Financial Services Ltd is a provider of 

loans to Jamaica’s Micro-finance Sector, providing both personal 

and business loans throughout its retail network of fourteen 

branches. The company began operations in September 2000 and 

was listed on the Junior Market in August 2009. Over the years AFS 

has maintained a profitable position.   

 

Company Overview: Access Financial Services offers micro & small 

business loans and personal loans along with cambio, remittance 

and bill payment services. AFS is not a deposit-taking institution 

and so funds its operations mainly by borrowing from established 

financial institutions. In addition, the company receives funds for 

lending from government agencies. AFS also raised funds from its 

IPO, as well as, on an ongoing basis, raises internal funding from 

the repayment of principal and interest from the loans it disburses. 

 

The company’s aim is to fill a void in the loans market by providing 

loans to individuals and businesses that cannot meet the 

requirements of larger traditional financial institutions, which 

require collateral and have more stringent underwriting standards 

for borrowers to satisfy. 

 

Since its IPO, the company has expanded its loan portfolio and 

branch network. 

 

AFS is headed by
 
founder, Marcus James, who has held other 

positions in the Financial Industry. 

Financial Performance Snapshot  

9 months ended Sep 30 

  2012 2011 % ∆
3
 

Assets ($M) 802.58 666.61 21.00 

Net Income ($M) 147.75 106.76 39.00 

EPS ($) 0.54 0.39 39.00 

P/E (x) 10.19 12.31 -17.00 

ROE (%) 29.00 25.00 16.00 

 

Outlook: As micro-finance pulsates in many countries from south-east 

Europe to Asia, Jamaica has adopted the trend. This method of financing 

is considered a significant contributor to economic growth and so has 

been supported by many non-profit organizations such as the National 

Development Foundation of Jamaica, and state-owned entities such as 

the Development Bank of Jamaica (DBJ), through a network of approved 

financial institutions, and with the assistance of multilateral lending 

agencies. As a result, the micro-finance sector has experienced growth in 

recent years. 

Despite the economic downturn, the sector should continue to perform 

well as individuals' needs for capital increase. Consequently, we expect 

AFS to witness credible growth in the future as the company continues 

to expand its market reach.  

Importantly, AFS could benefit from increased demand for loans as 

commercial banks employ more rigorous methods of underwriting. 

 

Valuation and Projections: AFS has an average target value of $6.96 

based on a hybrid of the Dividend Discount Model (DDM) and the Free 

Cash Flow to Equity Model (FCFE). We believe both methods of valuation 

are relevant given the company’s prospects. However, on January 18, 

2013 it traded at $6.20 and, given low investor confidence in the stock 

market, the stock price could deteriorate in the short-term, thereby 

creating a more favorable entry price for investors. 

 

  

                                                           
1
 As at January 18 2013 

2
 As at January 18 2013 

3
 Percentage Change 
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Stock Analysis: Access Financial Services (AFS) 
Dividends – Payments and Policy 
Ordinary Shares 

 

Twelve-month dividend yield was 8.49% at the end of 2012. AFS’ dividend policy is to 

pay an annual dividend of not less than 20% of Net Income, subject to the company’s 

need for reinvestment of some or all of its profits in order to finance its growth and 

development. However, AFS paid approximately 76% of 2011’s Net Income as 

dividends in 2012.  

 

Management and Corporate Governance   

AFS is managed by CEO, Marcus James, who is also the founder of the company. Prior to starting AFS, Marcus was Operations Manager at 

Paymaster Jamaica Ltd. He also held other positions in the Finance Industry including Credit Officer at Corporate Merchant Bank. Supporting 

the CEO is Chief Accountant, Alicia Henry-Wright and Credit Manager, Reginald Hird. 

 

The Board of Directors of Access Financial Services comprises professionals within the financial services sector. These directors bring expertise 

which should give AFS an advantage. The company has also sought to keep the Board lean, currently maintaining only 5 directors. This will keep 

costs down. Of note is that, only 2 of the 5 members (40%) are non-executive independent directors. However, global best practices for 

corporate governance recommends that at least 75% of the board be independent. 

 

Directors Experience 

Brian Goldson 
(Chairman) 

Former Director & Chief Operating Officer -Grace Kennedy; Non-executive Chairman- Postal Corporation 
of Jamaica 

Marcus James 
(Founder & CEO) 

Board Member- Airports Authority of Jamaica; Chairman- Airports Authority of Jamaica Pension Plan 

Christopher Berry Chairman- Mayberry Investments Ltd; Board Member- Jamaica Stock Exchange (JSE) 

Gary Peart CEO- Mayberry Investments 

Alexander Johnson Director & Operations Manager- G4S Jamaica Ltd  

 

The Board of Directors is ultimately responsible for the establishment and oversight of the Group. The Board of AFS has, so far, established two 

committees, the Compensation & Expenditure Committee and the Audit & Compliance Committee. However, the company fails to comply with 

the PSOJ Corporate Governance Code, which states that, in addition to an Audit Committee and a Remuneration/Compensation committee, 

companies should have a Nomination Committee that is responsible for election and re-election of directors.   

 
 

Dividend Timetable  2011 2012 

Payment date March 31 April 5 

Dividend Per Share (J$) 0.31 0.45 

Top 10 Shareholders Number of Units Held Percentage Held (%) 

Marcus James                   112,421,260                  40.95 

Mayberry West Indies Ltd                   108,243,754                  39.43 

Shooting Star Ltd                   10,000,000                  3.64 

Mayberry Managed Clients Account                   8,086,781                  2.95 

Generation 4 Company Ltd                   6,823,500                  2.49 

Butterfly Bliss Ltd                   3,700,000                  1.35 

Wakefield Farms Ltd                       2,632,900                  0.96 

Catherine Adella Peart                   2,000,000                  0.73 

Winston Hoo                   2,000,000                  0.73 

Konrad Berry                   1,363,200                  0.50 

Total                   257,271,395                 93.72 
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Stock Analysis: Access Financial Services (AFS) 
SWOT Analysis 

Financial Analysis 

AFS Financial year ends Dec 31. We have annualized 2012 results for comparative purposes. 

   

Revenues: For the 9M period ended Sep 2012 Interest Income 

from loans, the largest contributor to Net Revenue, increased by 

46% over the corresponding period in 2011 to $421 million, while 

Money Service fees declined by 45% to $20 million. Over the 

period 2009 to 2011, total income improved, reflecting the 

company’s increased market share in micro-lending. Total income 

for the 9-month period ended Sep 2012 stood at $453 million, a 

37% increase over the comparative period last year.  

 

 

 

 

 

  

 

 

 

Strengths 

• Wide distribution network 

• High Net Interest Margin that continues to increase 

• Company maintains a profitable position 

• Innovativeness. The company has introduced new 

products to the market. 

 

Weaknesses 

• Credit risk 

• Insufficient brand awareness locally and overseas 

Opportunities 

• More rigorous methods used by commercial banks to 

underwrite loans could lead to increased demand for 

loans from micro-finance institutions. 

• 6 years remaining on a 10-year tax concession afforded to 

Junior Market listed companies 

Threats 

• The contraction in the economy could lead to deterioration in the 

loan quality 

• Increased competition 
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Stock Analysis: Access Financial Services (AFS) 
 

Expenses: The company’s 9-month 

operating expenses increased by 37% to 

$305 million over the corresponding period 

in 2011, reflecting increases in staff costs 

and provision for credit losses. AFS took on 

additional staff members for the new 

Downtown branch during the year as well 

as increased existing staff members’ 

salaries by 5%. As the company disbursed 

more loans, its allowance for credit losses 

increased highlighting the risk associated 

with the subprime borrowers. On the other 

hand however, the company’s other 

operating expenses have declined. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Balance Sheet: For the period 2009-2011 assets grew at an average rate of 14% p.a. YE 2011 results showed a 21% increase in asset base 

compared to the previous year stemming from a 38% spike in loans 

and advances. Also, the addition of the new branch resulted in an 

increase in equipment. Meanwhile cash and marketable securities 

for the year 2011 fell 25% and 78% respectively. At the end of Sep 

2012 assets totaled $802.5 million representing a 21% increase year 

over year attributable to increases in loans and advances. 

Over the last 4 years, liabilities have fluctuated. In 2010 liabilities 

totaled $251 million, a 25% decline compared to the prior year, 

influenced mainly by a decrease in borrowings. However, liabilities 

have been increasing since; valuing $293 million as at September 

2012.  

Shareholder’s equity has been increasing, influenced by increases in 

retained earnings as the company increases its Net Profit each year. 
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Stock Analysis: Access Financial Services (AFS) 
Cash Flow: Net cash used in operating activities declined for the 9-month period ended September 2012 when compared to the corresponding 

period in the previous year, influenced mainly by a positive change in net working capital. Net cash used in financing activities was higher, 

bolstered by higher dividend payments Also, 9-month cash used in investing activities was more in 2012 than the previous year as the company 

purchased new equipment for its new branch. These activities resulted in a decrease in cash and cash equivalents at the end of the period 

amounting to $4 million. Although this highlights that the company used more cash than it generated up to September 2012, we do not expect 

this trend to continue going forward given the prospects associated with the expansion initiatives. 

 

Ratio Analysis 

Financial Health: Access’ debt to equity position (a measure of the 

degree of financial leverage) decreased in 2010 owing to a decrease in 

borrowings as the company utilized some of the money from its IPO to 

repay debts. Also, the company’s equity position was strengthened in 

2010 as its retained earnings improved. For FY 2012, we expect debt to 

equity to remain fairly stable with the prior year as the increase in debt 

was proportionate to the increase in equity for 2012. Importantly, the 

company’s debt to equity position has remained below 1x equity since 

2010, indicating that its creditors have less money invested in the 

company than its shareholders. We have included loans payable and 

accounts payable in the stock of debt.  

 

 

 

 

 

Net Interest Margin (NIM): NIM has been increasing over the period as a 

result of a year-over-year increase in net interest income. Importantly, 

the NIM for AFS has been above 50%, which is high when compared to 

commercial banks such as NCBJ and SGJ that have NIM of 7% and 10% 

respectively. Nevertheless, a high NIM is not uncommon for a micro-

finance company that charges clients high interest rates.  In fact, it may 

be considered necessary for these companies to have a high NIM given 

the high level of risk they are exposed to, based on their clientele.  
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Stock Analysis: Access Financial Services (AFS)
Liquidity: Access Financial’s current ratio declined in 2011 as a result of a

significant decrease in cash balances and available for sale securities. This 

trend has continued into the 9-month 2012 period and is expected to 

continue in the 12-month period ended December 2012.

company’s current ratio has been strong at above 10x

for AFS due to the high risk inherent in the business. 

 

Profitability: The company’s operating and net profits have 

However, the increase in profits was much larger than the increase in sales

operating profit margin (OPM). Since then, OPM and NPM have been 

There was a significant improvement in return on equity (

Similarly, the increase in net profit has been larger than the increase in assets
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Stock Analysis: Access Financial Services (AFS) 
current ratio declined in 2011 as a result of a 

significant decrease in cash balances and available for sale securities. This 

month 2012 period and is expected to 

month period ended December 2012. Importantly, the 

at above 10x, which augurs well 

 

The company’s operating and net profits have fluctuated over the period in review. For 2010 both profits and sales increased

much larger than the increase in sales. Hence, there was a spike in both net profit margin (

OPM and NPM have been relatively stable between 37% and 40%.  

return on equity (ROE) in 2010 which was influenced by a larger increase in net profit than in equity. 

Similarly, the increase in net profit has been larger than the increase in assets, thereby contributing to an increasing ROE.
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both profits and sales increased. 

net profit margin (NPM) and 

in 2010 which was influenced by a larger increase in net profit than in equity. 

asing ROE. 

2011 2012
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Stock Analysis: Access Financial Services (AFS)
Price Movement (ordinary shares)  

Being the first company to list on the Junior Market, t

possibly due to the high publicity of the Junior stock market. There was a 10:1 stock split in 2010

27 million to 274 million units. As a result, the share price fell to $3.55 making it more affordable for small investors.

Over the past year, the stock has been fairly illiquid. 

trending upwards for most of the year and reached its

week low in January 2012 influenced by the uncertainty in the local economy

of the benefits afforded to Junior market companies.

 

 

 Projections and Valuation  

The Dividend Discount Model (DDM) is an appropriate model for valuing AFS as the company has a stated dividend policy. 

appropriate cash flow measure from a small shareholder’s perspective since value can be accessed through dividends.

calculated using the Capital Asset Pricing Model (CAPM) model. Cos

Premium.  

 

 

 

Dividends are expected to grow at 10% p.a. Based on 

Since cash is king, the Free Cash Flow to Equity Model (FCFE

cost of equity of 22%, AFS values $6.88. 

Since the company’s stated payout rate is 20%, we have assumed a retention rate of 4 times its payout rate. Thus, weights of 

on the FCFE and DDM models respectively, yielding an 

At current prices (January 18, 2013) the stock is slightly undervalued. Th

 

Beta 

Expected Market 

Return 

0.648 10.509 
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Being the first company to list on the Junior Market, the shares IPO’d at $18.34 in October 2009 and traded as high as $35.00 in April 2010, 

Junior stock market. There was a 10:1 stock split in 2010, which increased the number of shares from 

27 million to 274 million units. As a result, the share price fell to $3.55 making it more affordable for small investors.

illiquid. In fact, volumes are low relative to other companies on the 

trending upwards for most of the year and reached its 52-week high of $6.30 in December 2012. On the other hand, the stock traded at a 52

by the uncertainty in the local economy and exacerbated by speculation surrounding a possible tightening 

of the benefits afforded to Junior market companies. 

is an appropriate model for valuing AFS as the company has a stated dividend policy. 

sure from a small shareholder’s perspective since value can be accessed through dividends.

sing the Capital Asset Pricing Model (CAPM) model. Cost of Equity of 22.01% includes a Country Risk 

d on these assumptions, the stock has a current fair market value of 

Model (FCFE) is also an appropriate valuation method. At an estimated growth

Since the company’s stated payout rate is 20%, we have assumed a retention rate of 4 times its payout rate. Thus, weights of 

on the FCFE and DDM models respectively, yielding an average target price of $6.96. 

the stock is slightly undervalued. This is augmented by a trailing P/E ratio of 7.38

Expected Market Equity Risk 

Premium 

Country Risk 

Premium 

Risk Free Rate

5.752 8.875 1.634 
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shares IPO’d at $18.34 in October 2009 and traded as high as $35.00 in April 2010, 

which increased the number of shares from 

27 million to 274 million units. As a result, the share price fell to $3.55 making it more affordable for small investors.  

volumes are low relative to other companies on the JSE. However, AFS has been 

hand, the stock traded at a 52-

exacerbated by speculation surrounding a possible tightening 

 

is an appropriate model for valuing AFS as the company has a stated dividend policy. Dividends are an 

sure from a small shareholder’s perspective since value can be accessed through dividends. The Cost of Equity is 

isk Premium and an Equity Risk 

of $7.30. 

an appropriate valuation method. At an estimated growth rate of 10% and 

Since the company’s stated payout rate is 20%, we have assumed a retention rate of 4 times its payout rate. Thus, weights of 4:1 were placed 

P/E ratio of 7.38X, which is below the 

Risk Free Rate 
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Stock Analysis: Access Financial Services (AFS) 
average P/E for financial institutions listed on the Main market. Conversely, AFS has a trailing P/BV of 3.35X, which is above the average P/BV 

for financial companies listed on the Main market. This does not mean the stock is overvalued, but is as a result of the company’s book value 

being lower than the financial institutions listed on the Main market.  

 

Recommendation  

Despite the economic downturn, the sector should continue to perform well as individuals' needs for borrowing increase. Consequently, we 

expect AFS to witness credible growth in the future as the company continues to expand its market reach. This company has a competitive 

advantage over larger institutions in the market place in that it uses less stringent methods in approving loans, thereby attracting more clients. 

However, the drawback is that, its credit risk is higher. On the other hand, the company has not participated in active marketing which may 

have dented brand awareness. As a niche market, the sector, in general, has potential for further growth, but the risks associated with 

subprime borrowers cannot be ignored.  

Although the stock is slightly undervalued, we recommend a HOLD. Given low investor confidence in the stock market, we expect the stock 

price to deteriorate over the short term thereby creating a more favorable entry price for investors. 

 

 

Prepared by VMWM Research Department January 18, 2013 

 

Disclaimer: This Research Paper is for information purposes only. The information stated herein may reflect the opinion and views of VM Wealth Management in 

relation to market conditions and does not constitute any representation or warranties in relation to investment returns and the credibility of the sources of 

information relied upon in the preparation of this report, without further research and verification. Before making any investment decision, please consult a VM 

Wealth Management Advisor. 


