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Jamaican Stock Market

Jamaica Gets Upgraded
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Weekly Movement in Indices
Indices

Closing Levels

Change

All Jamaican Composite
Jamaica Select Index

86,520.61
84,285.07
83,992.98
2,312.47

-498.70
-534.75
-940.89
-25.76

JSE Cross Listed Index

793.73

-

JSE Combined Index
JSE Market Index

Most Active Stocks
Units Traded

%

JMMB

8,209,697

32.64%

PROVEN 8%

5,339,365

21.23%

LASF

3,089,302

12.28%

Top Winners & Losers This Week
$ Change

% Change

Winner:PURITY

$0.12

9.76

Winner:GENAC

$0.10

5.88%

Loser:CCC

-$0.20

-8.33%

Loser: JAMT

-$0.25

-5.95%

On September 24th, Standard & Poor’s (S&P) Ratings Services
revised upwards its ratings and outlook on Jamaica. The sovereign’s
long-term foreign and local currency credit ratings was revised
from CCC+ to B-, while the outlook was revised from negative to
stable. The positive revision from S&P was predicated on the fact
that Jamaica has an International Monetary Fund (IMF) program
in place and was successful in meeting the requirements of its
first test under the Extended Fund Facility (EFF). Moreover, the
existence of an IMF agreement allows for access to external
funding from other multilateral leaders which augurs well for
investor confidence. The stable outlook reflects expectations that
the government will meet its fiscal targets this year while making
steps in fulfilling its tax reform agenda.
Despite the upgrade, Jamaica’s economic plight did not go
unnoticed as S&P raised concerns about the country’s ailing
economy. While tax reform will be essential in meeting the targets
set out under the agreement, this will have to be balanced against
the fact that economy continues to show signs of weakness, with
unemployment rate now at 16.3%. Tax reforms necessary to get
the government’s fiscal account on track will be contractionary
by nature, and as such, will have to be carefully considered
and implemented so as to prevent further economic slippage.
Jamaica’s ability to service its debt remains vulnerable to rising
exchange rate and interest rates, which could negate the interest
savings associated the National Debt Exchange (NDX). Tight JMD
conditions have placed upward pressures on interest rates and
have negative implications for the government’s variable rate
debt. Since February the benchmark 90- day T-Bill rate (on which
the variable rate debt is denominated) has increased by 192 basis
points to 7.42%. Moreover, the swift depreciation of the J$ against
the US$ is of concern considering that approximately 44% of total
debt is due to external parties.
S&P projects a gradual improvement in the current account deficit
to 10 % of GDP in 2013 and slightly lower in 2014. Growing external
official capital flows, combined with foreign direct investment
(FDI), is expected to limit pressure on the central bank’s holdings
of foreign-exchange reserves. S&P projects that reserves are
likely to stabilize and may gradually increase, sustaining the
current level of external liquidity. Failure to meet fiscal and debt
targets could weaken investor confidence, placing pressure on the
exchange rate to depreciate and potentially lowering the country’s
foreign-exchange reserves. The resulting fall in external liquidity
and the country’s growth prospects could result in a downgrade.

Weekly
Conversely, adherence to the government’s ambitious
fiscal targets and reform agenda, as well as improving
external liquidity, could bolster investor confidence and
contribute to better GDP growth prospects.
GK Announces decision to Proceed with Share-Buy Back
Following the initial announcement on April 3, 2013,
GraceKennedy has advised that it will be proceeding with
the buy-back of up to 2.5% of the company’s shares in
issue over a period of up to one year. The repurchase
of shares will be conducted on the open market, with
GK’s cash flow being used as the source of funds for the
repurchase. GK has further announced that it will not be
setting a fixed price for the share repurchase, but will be
determined at the prevailing market price at the time.
Executive Changes
Following the appointment of Mr. Dennis Cohen to the
Group Finance and Deputy Managing Director position,
Mr. Steven Gooden has been appointed Chief Executive
Officer, NCB Capital Markets Limited, effective October 1,
2013. As the CEO of NCB Capital Markets Ltd., Mr. Steven
Gooden is charged with leading the performance of the
company’s wealth management, asset management
and investment banking business lines. Prior to this
appointment he was the Deputy CEO where he led the
team through a number of successful strategic and
portfolio deals. With seven years experience at the senior
management level, his background also includes research,
unit trust management, structured products, private
equity, corporate finance and mergers & acquisitions.

JMD Money Market
As at September 24, the total take-up on the most recent
issue of BOJ VR CDs was $309.2M with a total participation
of $345.6M on the 273-days and $36.4M on the 364-days,
respectively. Participation in the BOJ VR CDs has remained
consistent with previous take-ups even with the offer yields
moving up by 8bps over the previous offer. Liquidity in the
JMD market remains tight with the situation worsening this
week as brokers saw clients requesting early encashment
or pulling funds at maturity in order to cover expenses. As
such, brokers continue to search for new funds especially on
30 days tenures and beyond in order to satisfy their ongoing
liquidity needs.
Activity in the USD broker market increased marginally last
week. Given the build-up of liquidity in recent weeks, brokers
seeking funds found it reasonably easy to fill their liquidity
needs. Rates remained relatively stable week over week,
however, brokers with excess funds placing for tenures of 90
days and longer were able to demand more attractive rates. If
activity in the Jaman market picks up, as predicted, this uptick
in activity is expected to continue this week.

Foreign Exchange Market
Selling
J$/US$1
J$/CDN$1
J$/GBP£1

Close:
20/09/13
$102.85
$99.75
$165.34

Close:
30/09/13
$103.50
$100.49
$167.37

Change
+$0.65
+$0.74
+$2.03

Demand for the USD grew stronger last week as the
peak season for the greenback approaches. Demand was
widespread across all sectors, with the USD trading as high
as $104.50. Month-to-date the JMD lost $1.40, while it shed
$0.36 in one day of trading last week, being indicative of the
pressure that the currency has come under. At the end of
trading on Friday the greenback closed at a weighted average
selling rate of $103.50, a depreciation of $0.65 week-onweek relative to the $0.41 slide in the prior week.
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GOJ Bonds
Jaman global bond trading was still subdued even with
the S&P upgrading Jamaica’s sovereign debt rating. There
were trades in 2036s at 95.25 while 19s traded at 99.65.
Sellers continued to outnumber buyers however this may
not continue with the upgrade and the Fed stalling on reducing the quantitative easing program. Trading in local
currency assets was again limited to retail investors.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.750

103.750

6.72%

2015

103.500

105.500

5.49%

2017

109.000

110.750

7.26%

2019

98.000

100.000

7.99%

2022

128.000

131.000

6.69%

2025

101.500

103.500

8.77%

2036

94.000

96.000

8.91%

2039

84.000

86.000

9.48%

Offer Yield*

Confidence among consumers in the US declined to a fivemonth low in September as views on the economy dimmed.
The Thomson Reuters/University of Michigan final index
of sentiment decreased to 77.5 this month from 82.1 in
August. Higher mortgage rates have threatened to slow
momentum in the housing market and caused Americans to
be less optimistic about the economic outlook. The rate on
a 30-year fixed loan rose to 4.58% last month, the highest
in two years. A report this week showed that new-home
sales in August and July posted the weakest back-to-back
readings this year. Rates have increased on speculation that
Federal Reserve policy makers would have reduced the pace
of stimulus following the September 18th meeting with the
Federal Open Market Committee (FOMC). However the Fed
has since indicated that its monetary stimulus will continue
until it sees more evidence of a sustained recovery. Since
then, the average rate on 30-year mortgages has stabilized.
It is expected that rates will decline in coming weeks, which
should help to lift the housing market. The level of activity
in the housing market is often used as a benchmark in
determining the strength of the US economy.
Over in the euro-area, confidence has increased as recovery
takes hold. Economic confidence in the euro area increased
more than economists forecast in September, adding to signs
the single-currency bloc’s recovery is gaining momentum.
Signs of resurgence in the euro-area economy since it
returned to growth in the second quarter after an 18-month
contraction have boosted equities, with the Stoxx Europe 600
Index up more than 4% in the last two months.
Government Shutdown Nearer as House Republicans Huddle
The U.S. Congress headed into the final hours before the first
partial government shutdown in 17 years with neither side
budging or negotiating before a midnight deadline.
House Republicans, led by Speaker John Boehner, will meet at
2 p.m. in the Capitol basement to plot their next move. Even
as they’re urging the Senate to link a delay of the 2010 health
care law to a short-term extension of government funding,
they’re preparing for Senate Democrats, who will meet at 1:15
p.m., to strip that language. That would leave the House with
only a few hours to act.
“It’s time for the Senate to listen to the American people just
like the House has listened to the American people and to
pass a one-year delay of Obamacare and a permanent repeal
*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 reflect the
costs associated with completing the transaction on the respective client’s behalf.
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of the medical device tax,” Boehner of Ohio said today on
the House floor.
President Barack Obama will meet with his cabinet today as
agencies prepare for a shutdown and he plans to reiterate
to reporters that he won’t give in to Republican demands
over the health law, according to an administration official
who asked for anonymity to discuss strategy. Hanging in
the balance are 800,000 federal workers who would be
sent home if Congress fails to pass a stopgap spending bill
before funding expires tonight.
Stocks Fall
Concern that a shutdown would stunt economic growth
sent stocks lower today, trimming the biggest quarterly
gain since the start of 2012, while Treasuries rallied and the
Japanese yen strengthened before a potential shutdown.
The Standard & Poor’s 500 fell 0.5 percent to 1,682.72 at
12:16 p.m. in New York. All 10 main industries in the S&P
500 dropped, with financial, telephone and energy shares
falling the most.
Crude oil traded near its lowest level in three months. West
Texas Intermediate oil fell as much as 1.8 percent. Treasury
10-year note yields rose one basis point, or 0.01 percentage
point, to 2.64 percent at 10:55 a.m. in New York, according
to Bloomberg Bond Trader prices.
The fallout in U.S. government services would be farreaching: national parks and Internal Revenue Service call
centers probably would close. Those wanting to renew
passports would have to wait and the backlog of veterans’
disability claims could increase.
Political Implications
The political implications are much less clear. Democrats
are painting Republicans as obstructionists who are
trying to undo a law passed by Congress, upheld by the
Supreme Court and ratified by Obama’s re-election in 2012.
Republicans say they are trying to save Americans from
the effects of the law, known as Obamacare, and that
Democrats won’t negotiate.
A Bloomberg National poll conducted Sept. 20-23 shows
Americans narrowly blame Republicans for what’s gone
wrong in Washington, just as they did when the government
closed in 1995 and 1996 -- two of the 17 times U.S. funding
stopped since 1977.

Europe’s Record Jobless Rate Seen Resisting Recovery
Europe’s nascent economic recovery is too green to make any
impact on the region’s jobs market yet, according to economists.
Unemployment in the 17-nation euro area remained at a record high of 12.1 percent in August, according to the median
estimate of 30 economists in a Bloomberg News survey. The
European Union’s statistics office is due to publish the jobless
numbers at 11 a.m. tomorrow in Luxembourg.
Europe is faced with a high level of structural unemployment
and this is not going to change any time soon,” said Annamaria Grimaldi, an economist at Intesa Sanpaolo SpA in Milan.
“The recovery is happening painfully slowly and that’s another reason why we’ll see jobless rates far above 11 percent
well into 2015.”
Even after the currency bloc emerged from its longest-ever
recession, economists predict unemployment to keep rising
and peak at 12.3 percent in the final quarter of this year.
The job market’s resistance to an improving economy has
been the subject of political debate across the region, with
European Central Bank President Mario Draghi urging governments to implement “decisive structural reforms” to fight
unemployment.
Stocks Decline
European stocks sank today as the U.S. faced the first government shutdown in 17 years and Italian Prime Minister Enrico Letta fought to save his administration. The Stoxx Europe
600 Index fell 0.8 percent to 309.76 at 4:11 p.m. in Frankfurt.
The euro was little changed at $1.3530.
Stocks Decline
European stocks sank today as the U.S. faced the first government shutdown in 17 years and Italian Prime Minister Enrico Letta fought to save his administration. The Stoxx Europe
600 Index fell 0.8 percent to 309.76 at 4:11 p.m. in Frankfurt.
The euro was little changed at $1.3530.
Italy’s Letta said he’ll request a confidence vote for Oct. 2
to try to save his five-month-old administration after Silvio
Berlusconi withdrew his support from the ruling coalition and
pulled his ministers from cabinet.
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
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

