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million, and continued to be rated as
strong(Graph 54).
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Assets

Total assets fell by 1.5 percent ($6.2m)
over the quarter to $401.1 million due

to the decrease in outstanding premiums
by $11.5 million, amounts due from
reinsurerson claims paid by $4.0 million
and intangible assets by $2.4 million.

The reductions were partially offset by the
increase in cash on hand by $5.5 million,
bank deposits by $4.3 milip amounts
duefrom reinsurerson outstanding claims
by $1.6 million and land and buildings by
$1.1 million.

In terms of assetcomposition 50.0
percent was dominated by bank deposits,
followed by amounts due from reinsurers
on outstanding claimat 18.4 percent with
outstanding premiums and cash on hand at
9.4 percent and 6.5 percent, respectively
(Graph 55).
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Reinsurance

Total reinsurance ceded offshore under
both treaty and facultative reinsurance
arrangements were reported at $9.7
million over the quarter (December 2017:
$10.3m).

All general insurers  maintained
satisfactory reinsurance treaties over the
quarter. Majority of these treaties are non
proportional in nature and placed with
rated reinsurers. Where noaied
reinsures wre involved, adequate security
wereassessed to e place.

Liabilities

Total liabilities decreased by 5.3 percent
($13.3m) over the quarter to $240.1
million. This was due to the decrease in
unearned premium provisions by $16.3
million andadmittedclaims provisions by
$4.7 million.

The decreasewas partially offset bythe
growthin IBNR by $4.6 million and other
liabilities by $3.1 million to $27.3 million
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dominated by outstanding claims
provisions(admitted claims and IBNR) at
49.0 percent followed by unearned
premium provisions at 34.6 percent and
other liabilities at 11.4 percefGraph 56).
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underwriting and claims liabilitiesvere
assessed as satisfactory. All insurance
liabilities are actuarially valued annually

result
recorded a surplus of $17.7 million over
the quarter (December 2017: $5.2m)
(Graph 57).
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The net loss ratio was recorded at 48.3
percent(December 2017: 56.9%) and

L Q V X U D QundeerwritidddHex & riitio at 14.9 percent

(December 2017: 24.2%).

Overall, the combined ratio fahe general

E\' WKH LQVXUH Uifi ¥asBsF&l/ X D lihsurar@essector stood at 63.2 perdent

shortfalls, adjustments are made to
provisioning levels.

Earnings

The general insurance sector reported an
after tax profit of$16.1 million for the
March 2018 quarter (December 2017:
$3.9m) and continukto be assessed as
satisfactory.

The improvement in the after tax profit
was largely attributed to the greater
increase in net earned premiums compared
to the increase in netaims incurred.

Net earned premiums increased by $20.4
million over the quarter to $48.1 million
while net claims incurred increasedby
$7.5 million to $23.2 million.
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thereview quarter.
Liquidity

The lquidity position of the general
insurance sector continddo be assessed
as satisfactory.

Total liquid assets increased by 4.5
percent ($9.8m) over the quarter to
$228.7 million and was assessed as
sufficient to cater for outstanding claims
provisions.

The liquid asset ratio which measutég
ability of the general insurer to meet
outstandingclaimsstood at 194.2 percent,
a rise from 185.7 percemécorded inthe
prior quarter.
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Insurance Brokers
Earnings

The insurance broking sector recorded an
after tax loss of $2.2 million  compared
to the net profit of $0.9 million recorded
in the previous quarter. This was largely
due to the significant decrease in revenue
by $2.7 million while expenses increased
by $0.9 million.

Total revenue earned by the insurance
brokers stood at $3.7 million underpinned
by the fall  in total brokerage earned
(both from commission and fees) during
the quarter under review. Brokerage
earned as commission continued to
account for majority of the revenue for
the insurance broking industry at 93.9
percent.

Total expenses increased from $4.8
million over the quarter to $5.7 million
largely due to the increase in ‘other
expenses’ particularly for litigation
expenses. Total expenses were largely
made up of ‘other expenses’ and salaries
and wages at 68.1 percent and 25.5
percent, respectively.

Insurance Broking Account

The broking account balance stood at $7.0
million compared to $9.5 million recorded
in the previous quarter resulting from the
higher withdrawal of monies compared to
monies received over the quarter.
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Total monies received stood at $50.7
million, a decrease of $6.4 million over
the quarter.  Premiums received from
licensed insurers increased by $1.5 million
to $40.4 million, which partially offset the
reduction in premiums received for
unlicensed insurers by $7.9 million to

$10.1 million. Premiums received from
licensed insurers accounted for 79.6
percent of total monies received by
brokers.

Total monies withdrawn decreased by
$7.6 million to $53.2 million. This is
primarily due to the decrease in premium
payments to unlicensed insurers by
$11.6 million partially offset by the
increase in premium payments to licensed
insurers by $5.5 million.  Payments to
or on behalf of licensed insurers accounted
for 70.1 percent of total monies
withdrawn.

Offshore Placements

The total number of offshore applications
approved during the March 2018 quarter
was 492 compared to 393 applications
in the previous quarter. Total premium
remitted decreased over the quarter from
$12.8 million to $7.6 million despite the
increase in the number of offshore
applications (Table 3).

Material damage and business interruption
class  continued to account  for the
largest share of  premiums remitted at
31.8 percent. In terms of numbers of
applications, the travel class accounted for
the majority at 52.2 percent.
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Table 3
Summary of Offshore Placements
Category by Mar-18 Dec-17
Insurance Class (M) No. Share  ($M) No.
(%)
Term life 0.4 4 5.3 0.0 3
Medical 01 7 13 0.2 17
Aviation 0.4 18 53 0.6 16
Professional
Indemnity 0.5 29 6.7 0.3 12
Comprehensive/
Excess/General/
Public Liability 0.6 42 8.0 0.5 32
Material Damage
and Business
Interruption 24 13 32.0 8.9 16
Marine Hull 1.0 24 13.3 0.1 9
Travel 03 257 40 0.1 242
Directors and
Officers Liability 0.3 37 4.0 0.1 11
Marine Cargo 0.3 9 4.0 0.0 3
Political Violence 0.1 9 13 0.3 4
Fines & Defence
Costs 0.0 2 0.0 0.0 0
Personal accident 0.1 6 13 0.0 5
Marine Protection
& Indemnity 0.4 20 53 0.1 12
Others 0.6 15 8.0 16 1

Total 75 492 100 12.8 393

Source: Insurance Brokers

Capital Markets Quarterly
Performance Report — March 2018

The Stock Market

The stock market recorded mixed results
over the quarter as key performance
indicators of market capitalisation, and
SPSE Total Return Index (STRI) noted
increases, while the number of trades,
volume and value of shares traded
decreased.  The buy and sell ratio
continued to note an excess number of
listed securities on offer relative to bids.

Market capitalisation of listed securities
surpassed $2.0 billion in the March 2018
quarter, growing by 14.1 percent or $252.8
million to $2.0 billion. On an annual
basis, market capitalisation  grew
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significantly by 51.3 percent from

$1,354.1 million (Graph 58).
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The increase in market capitalisation was
driven by the increase in the prices of 18
of the 19 listed securities, with 92.8
percent of the growth being represented by
Amalgamated Telecom Holdings Limited
(ATH) (70.1%), Vision Investment
Limited (VIL) (18.5%), and Flour Mills of
Fiji Limited (FMF) (4.2%).

The significant growth in  market
capitalisation over the year was also
largely driven by ATH (58.3%), VIL
(17.5%) and FMF (9.1%). As these
companies represent the top three listed
securities, movements in their share prices
significantly impacted market
capitalisation.

Price increments for a majority of the
listed securities in recent quarters indicate
increased investor confidence in the local
stock market translating into higher
demand for listed securities.

Four of the 18 securities that recorded
share price gains also declared/paid
dividends during the quarter, which
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contributed to the rise in the
corresponding securities’ share prices as
investors sought to benefit from tax-free
returns.

The top five listed securities in terms of
market capitalisation accounted for 85.3
percent (increase by 1.4%) of the stock
market, reporting individual market share
over the quarter as follows: -

ATH - 47.0% (Dec 17: 43.7%);

VIL - 16.5% (Dec 17: 16.2%);

FMF -8.9% (Dec 17: 9.6%);

Paradise Beverages (Fiji) Limited —
6.6% (Dec 17:7.3%); and

e RB Patel Group Limited (RBG) —
6.4% (Dec 17: 7.1%).

The SPSE Total Return Index (STRI)™
recorded a 14.2 percent growth to
5,123.32, attributed to the increase in the
prices of 18 listed securities and dividend
declaration by four listed securities.
Relative to March 2017, the STRI
increased by 56.5 percent from 3,724.38.

Stock market activity in terms of the
number of trades executed declined by
279 to 252,% largely resulted from fewer
FHL trades compared to the December
2017 quarter when FHL shareholders
participated in FHL’s dividend
reinvestment scheme following the payout
of dividends. The largest number of
trades was for FHL shares (33.3%),
followed by ATH and VIL shares
representing 19.0 percent and 12.3 percent

® The STRI is an aggregate market capitalisation
index which reflects the aggregate market value of
all its components relative to their aggregate value
on the base day. The index is constructed on a base
of 1,000 set at 4 January 2000.

18 Figures in graph are annual figures except for
March 2018, which is for the quarter only.
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of the number of trades, respectively
(Graph 59).
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The volume of shares traded decreased
over the quarter from 1.8 million to 0.9
million with the value of shares traded
also declining from $4.7 million to $3.8
million (Graph 60). The lower volume
and value of trades stemmed largely from
less trading activity compared to the
previous quarter.

Compared to the March 2017 quarter,
trading activity expanded by 83 trades and
the volume and value of shares traded
increased by 0.7 million and $3.1 million,
respectively.

Graph 60
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The SPSE buy and sell ratio® as at 31
March 2018 of 1:1.6 indicated a higher
supply of securities relative to demand.

The Unit Trust Market

The key performance indicators of the unit
trust market of funds under management,
investment portfolio, liquid assets, and
number of unit holders registered
improvements over the quarter, while
investment income and net profit
decreased.

The number of unit holders stood at
32,345 as at 31 March 2018, an increase
of 522 over the quarter with individual
investors comprising 84.7 percent of the
new investors. In line with the growth in
unit holders, the number of units held
increased by 4.2 million to 230.2 million.

Individuals continued to dominate the unit
trust market in terms of unit holders at
72.2 percent (31 December 2018: 70.2%),
while charitable organisations and clubs
continued to dominate the market in terms
of number of units held at 42.8 percent (31
December 2017: 43.2%).

Balance Sheet

Funds under management grew by 6.7
percent to $288.9 million, relative to an
increase of 4.8 percent in the preceding
quarter, due to the growth in reserves and
unitholders’ fund of 15.6 percent and 2.5
percent, respectively.

On an annual basis, funds under
management increased by 24.9 percent
from $231.2 million.

20 Ratio of unexecuted buy and sell orders for shares
in the stock market indicating demand and supply
for shares.
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Assets

Total assets recorded a 5.7 percent
increase over the quarter to $292.4
million, underpinned by the increase in
investments ($16.9m), which outweighed
the decreases in accrued income ($1.5m).

Investments

The combined investment portfolio of unit
trusts expanded by 6.6 percent to $273.5
million, underpinned by increases in the
following investment categories: -

e listed securities by $13.1 million,
attributed to acquisition of additional
shares in 11 listed companies, coupled
with the appreciation in the prices of
16 of the 17 locally listed securities
that Unit Trusts have invested in ; and

e cash and cash equivalents by $2.9
million, indicative of increased
holdings in term deposits by unit
trusts;

Over the year, the unit trust industry’s
investment portfolio grew by 23.5 percent
from $221.4 million.

By  composition, listed  securities
dominated the investment portfolio at 35.8
percent, followed by unlisted securities
(26.0%), deposits held at financial
institutions (17.5%), bonds (12.7%), loans
and receivables (7.0%), and properties
(0.9%).

Liabilities

Total liabilities decreased by 42.0 percent
(or $2.5m) to $3.5 million, largely due to
distributions paid to unit holders in the
March quarter for the six months ending
31 December 2017.
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Liquid Assets

Liquid assets held by unit trusts stood at
$63.7 million as at 31 March 2018,
registering an increase of 2.3 percent
(%$1.4m) over the quarter and driven by the
increase in holdings of term deposits.
However, the liquid assets to unit
repurchases ratio? significantly reduced
from 36.4 times to 10.6 times as total
repurchases for the quarter was 71.4
percent more than the previous quarter.

Earnings

The industry recorded a net profit of $1.7
million compared to $2.6 million in the
December 2017 quarter, resulting from a
$0.9 million decline in investment income
(Table 4).

However, the profit was higher when
compared to March 2017 as the industry
recorded increases in the mainstream
income of dividend and interest of $0.4
million and $0.2 million, respectively.

Table 4
Unit Trusts’ Combined Income Statement

Mar-17 Dec-17 Mar-18 | % Change
Over Over

$M tr. Y.
Investment income 19 3.7 28 |[-243 474
Investment expense 0.9 11 11 0.0 222

Net operating income 1.0 2.6 1.7 |-346 70.0
Other operating income 0.0 0.0 0.0 00 0.0
Total operating income 1.0 2.6 1.7 |-346 70.0

Non-investment expense 0.0 0.0 0.0 00 0.0

Profit before tax 1.0 2.6 17 |-346 70.0
Income Tax 00 00 00 00 00
Net profit after tax 10 26 17 |-346 70.0

Source: Unit Trust Quarterly Returns

2! Liquid Assets/Value of units repurchased
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The decrease in investment income over

the quarter was attributed to lower
dividend income recorded.
Following the decline in investment

income, the Return on Investment (ROI)
for the quarter dropped from 1.4 percent to
1.0 percent. The annualised ROI as at
March 2018 was 4.0 percent.

The Bond Market

The value of bonds outstanding expanded
by 2.8 percent to $3,738.1 million due to
an additional $133.8 million (December
2017: $153.4m) bond issuance during the
quarter, which outweighed redemptions of
$31.8 million (December 2017: $67.1m).

Government bonds continued to grow the
fixed income market from the issuance of
a further $123.8 million in Fiji
Infrastructure Bonds ($122.0m) and Viti
Bonds ($1.8m). The Fiji Development
Loan (FDL) and FIB bonds recorded
redemptions of $27.2 million and $4.6
million, respectively.

In terms of institutional bonds, the Fiji

Development Bank (FDB) issued an
additional $10.0 million bonds.
Government bonds comprised 92.7

percent of the total outstanding bonds
followed by statutory bonds: FDB at 4.6
percent, HA at 1.0 percent, Fiji Electricity
Authority at 1.0 percent and Fiji Sugar
Corporation at 0.7 percent.






