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Jamaican Stock Market
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Government Remains Ahead of Fiscal
Deficit Target But…..
Data from the Central Bank for the period April to August 2013
showed that the government remains ahead of its fiscal deficit
to GDP target for the five month period. The fiscal deficit was
$17.79Bn, below the $22.68Bn target. Expenditure control was
the main driver of the outturn. Recurrent Expenditure was 6.1%
below budget helped by savings on interest costs, programmes
and wages and salaries. Capital expenditure was 3.3% below
budget. The primary surplus balance also fell below expectations,
being 1% below budget at $25.13Bn.
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Weekly Movement in Indices
Indices

Closing Levels

Change

All Jamaican Composite
Jamaica Select Index

86,674.86
84,399.82
84,194.89
2,316.72

+154.25
+114.75
+201.91
+4.25

JSE Cross Listed Index

793.73

-

JSE Combined Index
JSE Market Index

Most Active Stocks
Units Traded

%

GLNR

7,134,308

15.01%

LASF

6,894,510

14.51%

NCBJ

5,835,313

12.28%

Top Winners & Losers This Week
$ Change

% Change

Winner:RJR

$0.09

+6.87%

Winner:SLJ

$0.51

+6.00%

Loser:PURITY

-$0.13

-9.63%

Loser: JBG

-$0.36

-7.38%

Things were a different on the revenue side however, with
revenues and grants registering a 3.4% shortfall at $144.95Bn.
Tax revenues were 3.4% below budget as receipts from “Income
and Profit” and International Trade” underperformed by 10.1%
and 5.1% respectively. We took special note of the 7.4% shortfall
in PAYE receipts as higher unemployment levels could mean
that this might end the year even worse than last the financial
year. In FY2012/13, PAYE receipts registered a shortfall of 7.6%
after being just 2.7% behind budget up to August 2012. With
unemployment rate already at a 16 year high (16.3%) and likely
to increase further, PAYE receipts will continue to underperform.
Another point to note is that interest on dividends has declined.
A number of listed companies have either suspended or shrunk
dividend payments in light of weaker financial performances. As
such, the 10 percentage point increase in dividend taxes to 15%
has not yielded the desired outcome as receipts fell 52.7% short
of budget. As it relates to International Trade, Custom Duty, SCT
and GCT on imports have all declined.
The weak economic climate will continue to pose a challenge to
the government particularly on the revenue side. We are expecting
continued underperformance in PAYE and dividend income
receipts due to the aforementioned risks. On the expenditure
side, continued tightness in the J$ market and rising T-Bill Yields
could overturn the current savings being enjoyed on interest
expenses. If this situation plays out, the government may have to
implement additional revenue measures in order to meet its 0.5%
deficit target.

Weekly
Remittances slowdown in the June 2013
Total remittance inflows during the month of June were
the lowest since June 2010 at US$166Mn, a 5.2% decline
when compared to the corresponding 2012 period. As
such, net remittances dropped by US$7.3Mn (or 4.8%)
to US$145.8Mn. Despite the fact that, more favourable
employment data being reported by both primary source
countries, there was a significant reduction in remittance
inflows from both the US and the UK, which fell by 4.1% and
11.1% respectively. Nevertheless, continued increases in
job numbers from sectors such as Retail Trade, Healthcare
and Food Services and Drinking Places which traditionally
have strong concentrations of Jamaican Diaspora workers
in the US, is anticipated to support remittance inflows in
the upcoming months. Remittance outflows are expected
to remain consistent at the year-to-date average of
US$20.4Mn.
JSE Bond Platform will see its first two issues
The functionality of the newly minted bond platform on the
Jamaica Stock Exchange will be put to the test in a matter
of weeks when Access Financial Limited and Jamaica
Teas Limited offer bonds to the market. Access Financial
is a provider of micro, small and medium sized business
loans and personal loans and hire purchase facilities. It
began operations in FY2000 and now operates 15 loan
offices across the island. On October 8th, the company
will be issuing a 9% Unsecured Short Term Note due
November 2014. The notes will be issued at a discount to
par ($97.99649), and has a yield to maturity of 11%. This
yield compares favourably with investment alternatives.
One year rates on J$ instruments are at approximately
7.70%; while a longer tenure 7- year GOJ bond would
yield 8.50%. As such, the YTM on this bond is attractive.
Access intends to raise $102.5Mn from this issue, with the
net proceeds being used for expansion of the company’s
loan portfolio and for general working capital needs. The
minimum investment is $500,000.
Similarly Jamaica Teas intends to offer a JMD fixed and
floating rate senior secured corporate note due 2017, with
an aggregate principal amount of up to $200Mn. Interest
on the note will be fixed at the rate of 8.50% per annum
for the first 2 years from the issue date and thereafter a
floating rate for the remaining 2 years. The floating rate
will be 2.5% above the 180-day T-Bill yield. Of note, the
company reserves the right to redeem the note after the
first two years. JAMT intends on using the net proceeds
from the issue to refinance high cost debt as well as for
general working capital purposes.

Equities Market at a Glance
Over the past several months the equities market has been
particularly soft with only sporadic jolts in the market gauges
as was the case last week when all market indices ended on the
upside. The JSE Combined Index advancedby 154.25 points to
close at 86,674.86 points, while The JSE Main Index rose by
114.75 points to close 84,399.82 points. Similar movements
were seen on the JSE All Jamaican Composite Index which
rose to 84,194.89 points. Overall market activity on the Main
Market led to 28 stocks being traded of which 7 advanced, 9
declined and 12 traded firm

JMD Money Market
Liquidity levels in the JMD market were constrained last
week causing broker rates to increase. Brokers continued to
compete aggressively on retail funds for tenures of 30-days
and beyond causing rates to rise sharply on those tenures.
Multiple GOJ notes (2020 and 2018 VRs, 2024 FR) are expected
to pay interest this week. While this should bolster short-term
liquidity for this week leading to a decline in short-term rates,
the broker market is likely to continue its aggressive position
on longer tenured funds.
USD broker rates remained stable last week as market liquidity
continued to be moderate. With most of the focus remaining
on the tight JMD liquidity conditions and low trading activity in
the Jaman market, USD market conditions are not expected to
change drastically in this week

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

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

Close:
07/10/13
$104.05
$102.32
$168.75

Change
+0.55
+1.83
+1.38

Tight JMD conditions continued , causing end users to convert
USD in order to meet their local currency obligations. The
greenback sold at a high as $105.10 and a low of $103.50.
At the end of Friday the USD closed at a weighted average
selling rate of $104.05, a depreciation of $0.55 week-onweek relative to the $0.51 slide in the prior week.
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Weekly
GOJ Bonds

International News

Jaman global bond trading activity was slow last week
with multiple sellers of bonds all along the curve. There
were offers on 15s at 105, 17s at 109.50, 19s at 99.50,
22s at 138, 25s at 103.50 and 39s at 85. There were few
buyers as investors continued to shy away from GOJ exposure.

The fight over the government shutdown, which entered its
fourth day on Friday, is rapidly turning into a two-pronged
fiscal confrontation, with the potential for default after
October 17th on the nation’s $16.7 trillion debt. Republicans
are pursuing a broader strategy to reach an agreement that
will remove the prospect of default and achieve broader
budget reforms to bring down the debt. While the shutdown
fight began as a battle over the Affordable Care Act and
Republican efforts to defund or delay the health care law,
lawmakers have indicated that Republicans would pursue a
strategy to achieve fiscal reforms beyond the law. Raising the
debt ceiling does not influence future government spending;
it is the federal government’s commitment that it will pay
off its existing debt. Failure to raise the ceiling weakens the
U.S. government’s commitment to the bonds it sells investors
around the world and could lead to a major sell-off of those
bonds, stimulating a global financial crisis.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.750

103.750

6.66%

2015

103.500

105.500

5.45%

2017

108.500

110.500

7.32%

2019

98.000

100.000

8.00%

2022

128.00

131.000

6.68%

2025

101.000

103.000

8.84%

2036

94.000

96.000

8.91%

2039

84.000

86.000

9.48%

Offer Yield*

Over in Japan, the Bank of Japan refrained from adding to
unprecedented monetary stimulus after business confidence
surged, and law makers decided the economy was strong
enough to weather a sales-tax increase.

U.S. Stocks Drop on Default Concern Amid Budget Deadlock
U.S. stocks fell, after the first back-to-back weekly decline since
August for the Standard & Poor’s 500 Index, as lawmakers
remained deadlocked over extending the nation’s debt limit
to avoid a default.
Bank of America Corp. and Wells Fargo & Co. (WFC) paced
declines among banks, each slipping 1.4 percent. Alcoa Inc.,
which is scheduled to release third-quarter results tomorrow,
lost 0.3 percent. Cooper Tire & Rubber Co. sank 12 percent as
Apollo Tyres Ltd. is seeking to cut its $2.5 billion offer to buy
the U.S. company. Apple (AAPL) Inc. gained 1.6 percent after
Jefferies Group LLC upgraded the stock.
The S&P 500 fell 0.5 percent to 1,682.27 at 11:26 a.m. in New
York. The Dow Jones Industrial Average declined 90.52 points,
or 0.6 percent, to 14,982.06. Trading in S&P 500 stocks was
18 percent below the 30-day average during this time of day.
“Every day that passes makes the potential for a policy mistake
to be that much greater,” Darren Bagwell, director of research
at Thrivent Asset Management in Minneapolis, said in a phone
interview. His firm oversees about $82 billion. “One of the
*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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ironies of the market holding in as well as it has is that it
has not exerted the type of pressure on Washington like we
got a couple years ago.”
Speaker John Boehner said yesterday in an interview on
ABC’s “This Week” that the House of Representatives can’t
pass a debt-ceiling increase without packaging it with
other provisions. Boehner said the country could default
if President Barack Obama doesn’t negotiate. The Obama
administration has said it won’t negotiate over funding the
government or raising the debt ceiling, arguing that it is
part of the basic functions of Congress and shouldn’t be
used as points of leverage
Argentina Rejected by U.S. Court in Bond Payment Appeal
The U.S. Supreme Court left intact a ruling that may force
Argentina to make payments on defaulted government
bonds, rejecting that country’s appeal in a clash that has
roiled its financial markets.
The justices, without comment, today let stand a 2012
U.S. appeals court decision that bars Argentina from
making payments on $24 billion in restructured debt unless
it also pays owners of the earlier repudiated bonds. The
bondholders include a fund controlled by billionaire Paul
Singer. The Supreme Court still could get involved at a later
stage.
The legal fight, which puts U.S. courts in the unusual
position of shaping a foreign country’s finances, has raised
the possibility of a new Argentine default and prompted
Standard & Poor’s, Fitch and Moody’s to lower the country’s
bond ratings. Argentina says it faces the prospect of having
to pay more than $15 billion to cover defaulted debt and
penalties.
The lower court ruling “represents an unprecedented
intrusion into the activities of a foreign state within its own
territory,” Argentina argued in its appeal.
The focus of the fight now turns to a federal appeals court
in New York, where Argentina is seeking reconsideration
of a separate decision in the case. Should that bid fail, the
country could file a new Supreme Court appeal.
Justice Sonia Sotomayor didn’t participate in today’s high
court action, giving no reason. She took part in Argentina
debt litigation when she was an appeals court judge.

Canadian Consumer Confidence Index Falls on U.S. Concern
Canadian consumer sentiment fell for the first time in more
than a month as budget disputes in the U.S. prompted
views of the economy to deteriorate, according to the new
Bloomberg Nanos Canadian Confidence Index.
The index, a weekly measurement of the economic mood
of Canadians, fell to 59.04 in the period ended Oct. 4, from
59.75 the previous week. It marks the first decline since the
week ended Aug. 30 for the index, which tracks consumers’
perceptions of the strength of the economy, job security, real
estate and their financial situation.
A measure of attitudes about the economy slumped as lawmakers in the U.S. failed to resolve their differences over the
nation’s budget, culminating last week in a shutdown of the
government. Finance Minister Jim Flaherty said Sept. 30 the
dispute underscores that the Canadian economy remains vulnerable to global uncertainties.
“In the wake of the U.S. budget showdown, all measures that
make up the Canadian index showed some negative pressure this week,” said Nik Nanos, chairman of Nanos Research
Group, the Ottawa-based polling company. “I would expect
that over the next few weeks we will find out whether there is
a spillover chill-effect on Canadians consumer confidence.”
The Bank of Montreal on Oct. 4 lowered its forecast for U.S.
growth in the fourth quarter by half a percentage point to 2.5
percent, citing the shutdown of the U.S. government.
The share of Canadians who believe the economy will become
stronger over the next year fell to 21 percent last week from
22.4 percent, while those who expect it to weaken increased
to 17.6 percent from 16.5 percent.
Rattling Moods
The first partial closing of the U.S. government in 17 years
risks further rattling consumers’ moods at the same time as
the U.S. nears an Oct. 17 deadline to raise the debt limit and
avoid default, said Joseph Brusuelas, a senior economist at
Bloomberg LP in New York.
“The policy brinkmanship in Washington carries further risk
to Canadian consumer and business sentiment the closer the
U.S. approaches the day when its Treasury runs out of cash,”
Brusuelas said.
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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.
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