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Jamaican Stock Market Change in Accounting Treatment Weighs 
on SGJ’s Q1 Performance
Scotia Group Jamaica (SGJ) closed the fi rst quarter of fi nancial 
year 2014/15 with earnings amounting to $1,480Mn (EPS:$0.47) 
which represented a 32% decline over the prior year  period. 
The reduction was primarily attributed to the adoption of a new 
accounting treatment for the asset tax, under the International 
Financial Reporting Interpretation Committee (IFRIC 21). The 
accounting treatment requires that the total liability relating to 
asset tax for the Group be accounted for on November 1, 2014, 
the fi rst day of the 2015 fi nancial year. Prior periods fi nancial 
statements were also restated to conform with the requirements 
of the interpretation. Prior to IFRIC 21, the asset tax was accrued 
evenly throughout the fi nancial year, the adoption of IFRIC 21 
has resulted in the full charge being refl ected in the fi rst quarter. 
The increase in the asset tax rates in May 2014 also increased 
the incremental effect of the accounting change on the Group’s 
performance in Q1 2014/15 relative to Q1 2013/14. If the effect 
of the accounting treatment was excluded, Group earnings would 
have amounted to $2,452Mn, a 4% decline over last year.

In addition to the impact of the asset tax, the group’s core revenue 
growth was weak. Net interest income after impairment losses 
rose marginally (0.6%) to $5,739Mn. There was notable decline 
in impairment losses on loans due to enhanced adjudication, 
monitoring and collection efforts. While the Group saw an 
expansion of its loan portfolio of 10% year-on-year, primarily 
residential mortgages, consumer and Commercial portfolios, it is 
expected that the competitive loan market will continue to weigh 
on net interest margin. Non- performing loans (NPLs) at January 
2015 increased by $415Mn, however, total NPLs as a percentage of 
gross loans declined to 3.34% from 3.32% as at October 2014.

Non-interest revenues assisted in augmenting the marginal 
outturn from the Group’s core business. Non-interest revenues 
grew by 14.2% refl ecting increases in net fee and commission 
income, increased transaction volumes and an increase in market 
share in its merchant service business. 

The change in the accounting treatment of the asset tax was the 
main catalyst to the growth in operating expenses. Expenses rose 
by 20% to $6,313Mn. As such the Group’s productivity ratio - 
a key measure of cost effi ciency – deteriorated to 73.94% for 
2015, compared to 65.78% for the same period as at January 31, 
2014.
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Scotia Investments Jamaica Ltd’s Earnings Decline in the 
First Quarter of FY2014/15
Like its parent company- Scotia Group- Scotia Investments 
Jamaica Ltd (SIJL) recorded a $219.4Mn year-on-year 
decline in net profi t for the fi rst quarter of its 2014/15 
fi nancial year (Q1 FY2014/15). Earnings for the period 
stood at $136.2Mn (EPS: $0.32). The signifi cant falloff in 
net profi t was primarily due to a change in accounting 
treatment as it related to the asset tax charged, in which 
the total liability relating to the asset tax will now be 
accounted for at the beginning of each fi nancial year. 
Additionally, revenues from both net interest income 
and non-interest income streams declined. SIJL’s 
management continues to drive its strategic thrust to 
move away from heavy reliance on interest income and to 
place more focus on non-interest income. Consequently, 
repo liabilities declined by 7.1% and net interest income 
after impairment losses were 26.2% lower at $470.1Mn. 
Though SIJL continued to record an increase in net fee 
and commission income due to its strong position in the 
unit trust market, a decline in net gains on fi nancial assets 
and other revenue weighed on total non-interest revenue. 
As such, total operating income fell to $815Mn from 
$989.1Mn. Given the new accounting treatment regarding 
asset tax, total operating expenses increased. 

A 14.5% increase in salaries and staff benefi ts along 
with the 67% increase in the amount recorded for asset 
tax resulted in total operating expenses moving up by 
$73.1Mn (+15%) to $562.5Mn. As such, SIJL’s cost to 
revenue ratio (productivity ratio) deteriorated from 49.4% 
in 2014 to 69% in 2015. 

The impact that the new accounting principle has had on 
earnings, place even more pressure on SIJL to ramp up 
revenues. Though the company remains rather competitive 
in  the unit trust and mutual funds space, revenues may 
be further challenged as other investment houses gain 
market share in these segments. 

GK FY2014
GK continued to deliver on its promise to become a Global 
Consumer Group during FY2014, which was displayed 
by strategic investments and growing international 
presence. 

During the year Group’s main areas of focus entailed the 
strengthening of its Jamaican businesses; extending its 
reach in international markets – more so in Western Africa, 
continental Europe, and the USA’s East and West Coasts; 
improved capital management and cost containment.

Revenues grew by 15.9% to $77,970Mn, however this did not 
fully fi lter to the bottom-line as earnings for the year grew by 
only 2.0% to $3,285Mn.

GK Financial performed creditably, largely as a result of the 
strong performance of the Money Services (24.4%) and 
Insurance segments (272.0%).The Insurance segment 
reported growth in both revenue and profi t, attributable 
mainly to the improved underwriting performance of Jamaica 
International Insurance CompanyLimited. The segment was 
strengthened by the acquisition of an additional 50% of the 
shares in the St. Lucia-based EC Global Insurance Company 
Limited, bringing the Group’s shareholding to 80%. However 
the Banking and Investment segment declined during the 
period due primarilyto the divestment of First Global Financial 
Services Limited on May 30.

Access Continues to Increase Profi t in FY2014
Access Financial Services Ltd (AFS) registered net profi t of 
$306.7Mn (EPS: $1.12), a 13.6% increase over earnings 
reported in 2013. Despite recording a 3.3% decline in its loan 
portfolio, AFS saw a 30% increase in interest income from 
loans due to higher interest charged on its loans. Net interest 
income moved up by $213.6Mn (+29.5%) to $938.1Mn while 
net fees and commissions on loans increased by $13Mn 
(+33%). With the company seeing improvements from most 
of its major revenue streams, total operating income increased 
from $780.5Mn to $1,003.3Mn. However, AFS also recorded 
an increase across all operating expenses lines. Higher staff 
costs and allowance for credit losses along with the decision 
by the company’s management to cover all legal fees for its 
directors in relation to the legal issue with Marcus James 
pushed total costs up by 35.6%. Total operating expenses 
for the year was $691.9Mn and resulted in a 3.6 percentage 

points deterioration in AFS’ effi ciency ratio to 69%. 

Going forward, we anticipate that AFS will generate further 
revenue growth for the 2015 fi nancial year.  AFS has recently 
indicated that it acquired the loan portfolio of Asset Management 
Company Limited, a subsidiary of Proven Investments Limited 
(PROVEN). The purpose of the acquisition is to expand its 
local customer base and share of market. AMCL through its 
eZzeeas 123 brand offers consumer and business fi nancing. 
It is estimated that this would add approximately $500Mn to 

AFS’ loan portfolio.

JMD Money Market
The Bank of Jamaica closed its issue of a 365-day and 2-year 
VR CD on Friday, March 6, 2015. The issues had an initial 
coupon of 7.13% and 7.50%, respectively and closed with 
combined participation of J$3.2B. JMD liquidity conditions 
continued to be constrained last week and was characterized 
by high demand for 30-day and longer funding. The Central 
Bank also closed a 3-, 5-and 7-year CD offer on Friday.  
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*NB: The rates quoted above are opening indicative levels on the international market and are 
subject to change as market conditions vary throughout the trading session.  Additionally, the 
prices quoted to clients of NCB Capital Market Limited (NCBCML) are adjusted to refl ect the 
costs associated with completing the transaction on the respective client’s behalf.

Indicative Levels - GOJ Globals 

International News
The US economy gained momentum last month as the La-
bor Department indicated that employers added 295,000 
workers in February, far exceeding expectations. The unem-
ployment rate fell to 5.5%, its lowest since mid-2008, down 
from 5.7% in January. Job growth last month came par-
ticularly from the service sector, with leisure and hospitality 
adding 66,000 jobs, as well as an expansion of 54,000 jobs 
in education and health. Construction added 29,000 jobs 
in February, while manufacturing increased by just 8,000. 
February marked the 12th straight month that employment 
gains have been above 200,000, the longest such run since 
1994. Still, one consistently dark patch in the recovery has 
been the sluggish growth of wages. Average hourly wages 
for private-sector workers have been rising slowly, at around 
2% annually, for the last few years. While economists ac-
knowledged that persistently sluggish wage growth and very 
benign infl ation argued against the Fed pulling the trigger 
in June, they said tightening conditions in the labor market 
could force the central bank’s hand. U.S. stocks retreated, 
with the Standard & Poor’s 500 Index heading headed for 
its steepest slide since January 5, 2015, as the report fueled 
speculation the Fed is moving closer to raising rates. The 
yield on the 10-year Treasury climbed 12 basis points, or 0.12 
percentage point, to 2.24%.

The Greek prime minister has accused the European Central 
Bank of holding a noose around the country’s neck as the 
government rushes to assure creditors it can avert bankrupt-
cy this month. The Central Bank has also rebuffed Greek’s ap-
peal to raise the limit on short-term debt issuance, as it faces 
€6.5B in payments over the next three weeks. Greece made 
its fi rst €300M payment to the International Monetary Fund on 
March 6 2015. It faces another €1.2M in loan redemptions to 
the Fund before the end of the month. But the government is 
scrambling to fi nd the funds it needs to meet its obligations to 
creditors in March. Athens is due to receive €7.2B of bail-out 
money but not before April. ECB president Mario Draghi said 
a collateral waiver on Greek bonds would only be reinstated 
once “a successful completion of the bail-out review is put in 
place”. Greek banks are having to rely on a form of expensive 
emergency funding to stay afl oat as capital has rushed out of 
the country.

ECB Raises Stakes for Greece as Emergency Cash Review 
Tightens

 

Bid Offer Offer Yield*

2015 101.250 102.000 0.78%

2017 115.000 117.000 2.915

2019 110.500 112.000 4.07%

2022 127.000 129.000 6.34%

2025 110.500 112.000 5.93%

2036 110.500 112.500 7.32%

2039 107.500 109.250 7.17%

GOJ Globals
Jaman global bonds were heavily bid last week with Ja-
man 19 and 25N dominating activity with the 19s trading 
at 111.00 and 25N at 110.50. Trading in local currency 
bonds was limited to retail volumes.

Selling Close:
27/02/15

Close:
06/03/15

Change

J$/US$1 115.64 115.55 -$0.09

J$/CDN$1 92.64 92.30 -$0.34

J$/GBP£1 178.63 175.42 -$3.21

Foreign Exchange Market

Demand for USD was moderate during the week. USD in-
fl ows from the Tourism sector continued steadily, while some 
end users converted USD in order to meet JMD obligations. 
These two factors helped in slowing the pace of deprecia-
tion throughout the week. On Friday the dollar closed at a 
weighted average selling rate of J$115.58:US$1.00 which 
represented a $0.09 appreciation.



4

The European Central Central Bank will hold an extraordi-
nary review of the Emergency Liquidity Assistance extend-
ed to Greek lenders this week, two offi cials familiar with the 
matter said, as the Frankfurt-based institution is raising the 
pressure on Athens to meet its bailout commitments. 

The Governing Council of the ECB decided to hold a weekly 
review of the liquidity needs of Greek banks, instead of 
the regular biweekly process, in its meeting in Cyprus, on 
March 5, one of the offi cials said. The Council decided to 
monitor ELA provision for Greece more closely, the offi -
cial said, adding that the review will take place either on 
Wednesday or Thursday. 

A spokesman for the Bank of Greece could not be reached 
for comment. A separate Bank of Greece offi cial said that 
no decision has been made yet on whether the country’s 
central bank will ask for an increase in the ELA ceiling dur-
ing this week’s review.

Greece’s cash-starved government has been at loggerheads 
with the euro area and International Monetary Fund over 
austerity measures and the implementation of economic 
overhauls since its Jan. 25 election. 

As bailout disbursements have ceased, the Greek state 
covers its cash defi cit by rolling over treasury bills, forcing 
the country’s banks to make a choice between participat-
ing in liquidity-draining auctions or letting their sovereign 
default. 

Uncertainty over the outcome of the standoff has exacer-
bated the crunch. Savers withdrew some 20 billion euros 
($22 billion), or about 12 percent of total deposits, from 
banks, further depleting their liquidity buffers, and leaving 
them reliant on the ELA lifeline to stay afl oat. 

The ECB has already lent 100 billion euros to Greece’s 
banks, or 68 percent of the country’s gross domestic prod-
uct, President Mario Draghi said on March 5. The ECB Gov-
erning Council increased the available pool of ELA, which 
constitute the bulk of that lending, by 500 million euros to 
68.8 billion euros, he added. 

Weekly

Americans Get Burned by Europe Bond Rally That’s Undone 
by Euro

You can’t blame U.S. credit investors for wanting to ride this 
wave of European central bank stimulus. As policy makers 
buy bonds from traders in the market -- the thinking goes 
-- they’ll bid up prices. 

The problem is buying euro-denominated corporate bonds 
hasn’t necessarily been a good trade because the euro has 
been tanking relative to the dollar. 

While euro-denominated corporate bonds have gained 1.4 
percent this year according to a Bank of America Merrill Lynch 
index, a U.S. exchange-traded fund focused on the debt has 
lost 9 percent. State Street Corp.’s International Corporate 
Bond ETF is the second-worst performer among all U.S. debt 
ETFs this year, according to data compiled by Bloomberg. 

The huge difference in returns all comes down to how Ameri-
cans bring their European investments home. Most likely, 
when they’re ready to cash in, they’ll have to convert those 
euros back into dollars. 

With yields at record lows, that means this trade is as much a 
bet on the euro as anything else. And that’s a huge problem 
given the euro’s 10 percent drop against the greenback this 
year. The average yield of less than 1 percent on European 
investment-grade corporate bonds isn’t enough to offset that 
currency move.

Fund Flows 

“It’s not attractive at all for global investors,” said Dorian Ga-
ray, a New York-based money manager for an investment-
grade debt fund at ING Investment Management Co. To the 
extent that money is still going into the debt, either it’s com-
ing from euro-specifi c funds or “investors who are just trying 
to profi t from any small window of opportunity.” 

Money is still pouring into global bond funds, with such strat-
egies attracting $5.7 billion last week, according to EPFR 
Global data. Investors also funneled about $3 billion into debt 
ETFs traded in Western Europe, Bloomberg data show. 

That State Street international fund -- which is registered in 
the U.S. -- has accumulated $228.7 million of assets since its 
inception almost fi ve years ago. While it outperformed com-
parably-rated U.S. debt in the two years through 2013, it’s 
struggled ever since, losing more than 13 percent. 



NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the 

NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another 

NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$ 

and US$ Repos), primary dealer services, stock brokerage and investment advisory services. Edward Gayle was renamed NCB Capital Markets Ltd. 

in October 2003.

NCB Capital Markets Limited (“NCBCML”) through its representative(s) has provided information to you on various financial products and services 

and investment opportunities for information and educational purposes only. While NCBCML has made every effort to ensure that the information 

provided to you is accurate and based on research and analysis that we have carried out or derived from sources that we believe to be accurate 

and reliable, NCBCML makes no representations or warranties about the accuracy, completeness or suitability for any purpose of the information 

published and will not be liable for any loss which you or anyone else may suffer in reliance on the information we have provided to you. This Report 

does not take into account the specific investment objectives, financial situation or particular needs of any specific recipient and therefore this Report 

should not be regarded by recipients as a substitute for the exercise of their own judgment or for obtaining advice directly from one of our investment 

advisors. 

Important Disclosures:

The views expressed in this report are the views of NCB Capital Markets Ltd at the date of this report.

In accordance with Section 39 (I) of the Securities Act of 1993, NCB Capital Markets Limited hereby states that it is a subsidiary of NCB Jamaica Ltd. 

and to that extent may be regarded as interested in the acquisition or disposal of the shares of NCB Jamaica Ltd. However, the company acts in a 

proper and professional manner in making any recommendations regarding shares listed on the Jamaica Stock Exchange. Share prices may fluctuate 

and past performance is not necessarily a guarantee of future returns.

5

Weekly


