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Jamaican Stock Market

Higher Cement Prices are Coming….
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Weekly Movement in Indices
Indices

Closing Levels

Change

All Jamaican Composite
Jamaica Select Index

85,504.00
83,328.28
82,309.51
2,267.13

-1,170.86
-1,071.54
-1,885.38
-49.59

JSE Cross Listed Index

793.73

-

JSE Combined Index
JSE Market Index

Most Active Stocks

Effective October 22nd home builders and players within the
construction industry will again have to dig deeper into their pockets,
as Caribbean Cement will increase prices by an average of 2.7%
on all cement products. This increase follows the April 3rd and July
8th adjustments when prices on all products were increased by
an average 3% and 1% respectively. The company has cited that
the increase became necessary due to the continued devaluation
of the Jamaican dollar which has resulted in higher input prices.
The impending cement price increase could threaten activities in
the construction industry which has undergone several quarters
of decline and had only seen a slight rebound (+0.7%) in the
January to March 2013 quarter. The pace of growth picked up in
the second quarter (+1.5%), as building construction is estimated
to have risen due to higher residential activities, reflecting higher
housing starts (+219.6%). The volume of mortgages increased
by 17.7%, with value increasing by 25.3%.The data suggest that
the housing market managed to weather the three previous price
increases which took effect since the start of the year. However,
it may just be a matter of time before the increases start to take
their toll on the industry resulting in a decline in housing starts
and completions. Moreover, higher building costs will translate into
higher prices for properties. This could therefore mean a decline
in the demand for housing as individuals will also need to grapple
with lower disposable incomes. Rising employment levels will also
result in some consumers delaying major purchases such as home
buying.
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Net International Reserves Remains Above Target
Net International Reserves as at September 2013 was $28.5Mn
better than the preceding month with reserves amounting to
US$910.14Mn. This however is the third lowest outturn over the last
12 months. The NIR now stands at 11.4 weeks of imports, notably
below the international benchmark of 12 weeks. Nevertheless, the
NIR outturn meant that the country outperformed the IMF target
of US$873Mn as at September by 4.3%. With the BOJ barely over
its target, there is little room to shore up supply imbalances in the
foreign exchange market. The local currency has depreciated by
over 11.2% since the start of the year. With strong demand in the
foreign exchange market, the local currency should continue to
depreciate. That said, we expect some reprieve later in the year
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as tourism and remittance inflows improve.
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Units Traded

%

JP

14,605,241

25.18%

SGJ

12,783,690

22.04%

RJR

3,580,813

6.17%

Top Winners & Losers This Week
$ Change

% Change

Weekly
Kremi’s Profit Jumps 54.4%
Robust growth in revenues as at August 2013 propelled
Caribbean Cream Ltd’s (KREMI) earnings 54.4% higher
than the first half of 2012 period to $14.6Mn (EPS: $0.04).
Revenues grew by 37.4% to $421.6Mn during the period.
Despite the fact that gross profits also increased by
$23.7Mn (or 36.6%), management’s decision to absorb
increased costs as a result of the devaluation of the JMD
currency resulted in a marginal 10 basis point decline in
gross profits margin to 21%.
Higher administrative and other expenses also weighed on
earnings as operating expenses were 41% ahead of last
year. A staff reorganization exercise along with finance
costs due to a recent loan to support the company’s
expansion project were the main drivers of the evident
increase. Administrative and other expenses ended the
six month period at $71.4Mn. Management’s decision to
continue to absorb increased costs will weigh on margins
in the upcoming months. That said, its ability to source
lower cost inputs and the timely completion of its Cold
Room expansion puts it in a good position to finish the
year with higher profits.

JMD Money Market
Another round of BOJ VR CDs hit the market last week with a
total take-up of $407.9M at the end of trading on Friday when
the offer closed. This was an improvement over the previous
offer which pulled a total of $357.3M from the market. With
approximately $3.2B coming into the market in interest
income from various GOJ instruments last week, there was
a significant decline in overnight rates. JMD broker rates on
placements for 30-days and beyond continued to increase as
brokers continue to compete aggressively for funding. Tight
JMD liquidity conditions are expected to continue this week
despite OMO maturities of $7.4B and interest income of $538M
from the GOJ 2023 VR notes.
USD broker rates remained stable week over week as liquidity
conditions continued to be moderate. With increased activity
in the Jaman market, there should be some increase in activity
in the USD money market in the coming weeks; however,
market liquidity is expected to remain fairly moderate.

Foreign Exchange Market
Selling

Equities Market at a Glance
With 18 of the 29 main market stocks declining all market
indices ended the week on a low note. Heavy selling
activity on Carreras continued to be the highlight of the
week as investors disposed their shares in light of the
pending revision of the smoking ban. The JSE Combined
Index declined by 1,170.86points or (1.35%) to close at
85,504.00 points, while Main Index declined by 1.27% to
close at 83,328.28 points. The JSE All Jamaican Composite
Index also headed south, down 1,885.38 points or (2.24%)
to close at 82,309.51 points. Overall market activity on
the Main Market led to 29 stocks being traded of which 4
advanced, 18 declined and 7 traded firm.

J$/US$1
J$/CDN$1
J$/GBP£1

Close:
04/09/13
$104.05
$102.32
$168.75

Close:
11/10/13
$104.67
$101.16
$168.16

Change
+$0.62
-$1.16
-$0.59

The USD traded at a new high this week of $106. The dollar
actively traded above $105 as demand remained strong. At
the end of Friday the USD closed at a weighted average
selling rate of $104.67, a depreciation of $0.62 week-onweek.
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GOJ Bonds

Jaman bond trading activity was a little more robust last
week with activity centered on 17s and 36s at 108 and
95.50 respectively. There were multiple offers on 15s and
19s at 104.50 and 99.50 however there were no buyers.
Trading in JMD bonds was once again limited to retail investors selling while there were offers from institutional
clients with no bids present.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.750

103.750

6.61%

2015

103.500

105.500

5.41%

2017

108.500

110.500

7.31%

2019

98.000

100.000

8.00%

2022

128.000

131.000

6.67%

2025

101.000

103.000

8.84%

2036

93.500

95.500

8.97%

2039

83.750

85.750

9.51%

Offer Yield*

International News
Canada’s jobless rate unexpectedly fell in September as
young people dropped out of the labor market, helping
to pull the participation rate to the lowest in more than a
decade. Unemployment declined to 6.9%, the lowest since
December 2008, from 7.1% in August. Job creation slowed
to 11,900 in September from 59,200 in August as 21,400
workers ages 15 to 24 left the labor force. Slowing job
creation and signs of discouraged workers came a week after
the Bank of Canada cut its economic growth forecast for the
rest of the year. The International Monetary Fund (IMF)
lowered its 2013 growth forecast for Canada and predicted
an acceleration next year, but indicated that the balance of
risks is tilted to the downside as potentially weaker external
demand may drag on Canadian exports. The IMF forecasts
growth of 1.6% this year-the same pace as the U.S.-but down
from its July prediction of 1.7%. It left its Canadian growth
forecast for 2014 unchanged at 2.2%, which is less than its
U.S. forecast for growth of 2.6%.
European Central Bank President Mario Draghi said policy
makers’ pledge to keep interest rates low explicitly allows
for cuts in borrowing costs if market volatility resumes. ECB
policy makers are seeking to prevent volatility in market rates
from derailing a euro-area economic recovery. To that end,
they pledged in July to keep official interest rates at or below
current levels for “an extended period”.
U.S. Stocks Trim Losses as Lawmakers to Meet With Obama
U.S. stocks pared losses as the White House said the president
and vice president will meet with congressional leaders this
afternoon, spurring optimism that a deal will be reached to lift
the debt ceiling.
Whirlpool Corp. lost 5.6 percent as Cleveland Research said
appliance demand has softened in the past month. Expedia
Inc. (EXPE) slid 7.5 percent after Deutsche Bank AG cut its
rating on the online travel agency. Netflix Inc. jumped 5.3
percent on reports that the company is in talks to get its service
on cable operators’ set-top boxes. St. Jude Medical Inc. rose
1.2 percent after the maker of heart-rhythm devices bought
specialist device maker Nanostim Inc. for $123.5 million.
The Standard & Poor’s 500 Index fell 0.2 percent to 1,700.03
at 12:14 p.m. in New York, trimming an earlier drop of as
much as 0.7 percent. The Dow Jones Industrial Average lost
26.50 points, or 0.2 percent, to 15,210.61. Trading in S&P 500
stocks was 24 percent below the 30-day average during this
*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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time of day. The bond market is closed for Columbus Day.
“It’s this real neurotic, schizophrenic trading that we’re
seeing based on the developments or lack of developments
in Washington,” Donald Selkin, who helps manage about
$3 billion of assets as the New York-based chief market
strategist at National Securities Corp., said by phone. “The
fact that the market is not down more means that ultimately
they think a last minute deal is going to be worked out but
it’s kind of nerve-racking for investors.They’re hoping for a
deal but the clock is ticking.”
Optimism Faded
The S&P 500 rose 0.8 percent last week, reaching the
highest level since September, on speculation lawmakers
would reach a temporary agreement to increase the debt
ceiling and avoid a default. The optimism faded as the
weekend progressed without a deal.
The gauge trimmed its decline today after the news that
President Barack Obama and Vice President Joe Biden will
meet with congressional leaders at 3 p.m. in Washington.
Obama will make clear the need for Congress to act to pay
nation’s bills and reopen the government, the statement
said. The government will exhaust its $16.7 trillion borrowing
authority Oct. 17. Without legislative action, the U.S. would
start missing payments sometime between Oct. 22 and
Oct. 31, according to the Congressional Budget Office.
The government has been been partially shutdown since
Oct. 1 after Congress failed to pass a spending authorization
bill for the financial year. Some official services remain
suspended and hundreds of thousands of workers are on
unpaid leave.
The prospect of a U.S. default threatens the U.S. and world
economies, International Monetary Fund Managing Director
Christine Lagarde said.

World Keeps Full Faith in U.S. Treasuries If Not Politics
Finance chiefs from nations holding more than $1.3 trillion
of Treasuries signaled no plans to sell even as the U.S.
faced condemnation for the fiscal fight plaguing the world’s
largest economy. Buy a link
Policy makers from Japan, India, Russia and Saudi Arabia
expressed faith in the ability of the U.S. to pay its bills as
the potential for default dominated the annual meetings of
the International Monetary Fund and World Bank, which
ended yesterday in Washington.

China-to-India Price Jump Risks Growth as World Outlook
Dims
Higher food costs from China to India are raising prices for
a third of the world’s people, adding to the challenge of sustaining the global economic recovery as the growth outlook
dims.
Consumer prices in China rose 3.1 percent last month as food
costs advanced the most since May 2012, statistics bureau
figures showed today in Beijing, while India’s Commerce
Ministry said inflation unexpectedly accelerated to a sevenmonth high. Both gauges increased more than economists
had estimated.
“In both countries, in recent months, food seems to be the
primary driver of the increase in inflation,” said Robert PriorWandesforde, a Singapore-based economist at Credit Suisse
Group AG, who added that it’s “not the ideal combination”
when prices accelerate as growth slows. “It complicates the
life of the policy makers.”
The reports signal threats to growth in two of Asia’s three biggest economies as a partial shutdown of the U.S. government
risks leading to a default that would roil financial markets
and cause recession. The International Monetary Fund cut its
global growth outlook last week as capital outflows further
weaken emerging markets.
While China’s central bank faces less pressure to raise borrowing costs, last month Reserve Bank of India Governor Raghuram Rajan increased the benchmark repurchase rate to
7.5 percent to stem price gains.
India’s import costs have jumped as the rupee fell 14 percent over the past year against the dollar, compared with a
2.5 percent gain for China’s yuan in that time. China’s yuan
strengthened to a 20-year high after prices jumped and the
central bank set the currency’s reference rate at a record.
‘More Worrying’
“For India’s case, growth is more worrying,” said Edward Lee,
regional head of research at Standard Chartered Plc in Singapore. The RBI is focused on bringing down prices, while
moderating growth in China will help to curb demand inflation, he said.
The rupee weakened 0.3 percent to 61.2350 as of 2:45 p.m.
in Mumbai, the most among Asia’s most widely traded currencies, while the yuan gained 0.1 percent.
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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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