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Jamaican Stock Market

CPJ’s Earnings Emerge from the Red
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Weekly Movement in Indices
Indices

Closing Levels

Change

All Jamaican Composite
Jamaica Select Index

84,275.35
82,190.30
80,307.25
2,208.28

-157.63
+35.58
+62.61
+0.55

JSE Cross Listed Index

793.73

-

JSE Combined Index
JSE Market Index

Most Active Stocks
Units Traded

%

PROVEN 8%

2,638,909

16.35%

JMMB 7.5%

2,155,797

13.35%

LASM

1,836,257

11.37%

Top Winners & Losers This Week
$ Change

Caribbean Producers Jamaica (CPJ) Limited closed its first quarter
with earnings of US$447,421 (EPS:$0.041) relative to the loss of
US$172,981 incurred in the corresponding period last year. The
improvement in earnings came as a result of strong growth in its
top-line and a wider gross profit margin, which were able to offset
the 20% increase in operating costs. Revenues during the quarter
surpassed that of the prior year by 19.7% to US$17Mn which
was heralded by growth in the frozen food category, with new
branded product offerings such as bacon, burgers and sausages.
New marketing initiatives also assisted in driving sales, while the
CPJ Market and The Deli Cru Bar, have been gaining increasing
traction. Gross profit grew by 34.8% to US$5.21Mn, while there
was a 350 basis point widening of its gross profit margin to 30.6%,
providing a healthy buffer against rising input costs.
CPJ’s selling and administrative expenses increased by 20% to
US$3.8Mn and were primarily driven by additional expenses
relating to its marketing initiatives and its new business unit which
opened December 2012. Following this, operating profit rose by
US$667,026 to US$940,433, with its margin widening by 360basis
points to 5.5%.
AMG Packaging Limited
AMG Packaging Limited a Junior Market company which produces
corrugated cardboxes and trays saw it FY2012/13 net profit
increase by 3.7% to $49.43Mn (EPS: $0.48). The company
registered strong growth in its topline as revenues increased
24.3% to $444.47Mn. However, similar to a lot of manufacturers,
margins have weakened in the face of rising costs and the
inability to pass these costs on to customers in the current weak
economic environment. As such, despite the impressive revenue
growth, operating margins fell to 11.0% from 11.7% given the
53.1% jump in operating expenses. Administrative expense which
account for 71.6% of expenses swelled 58.3% during the year to
reflect salary adjustments, higher fuel and higher manufacturing
costs. Going forward management expects that the switch to LPG
will help to reduce fuel costs.

% Change

Winner:CBNY

$0.02

66.67%

Winner:JBG

$0.32

7.66%

Loser:MIL

-$0.59

-23.69%

Loser: LASF

-$0.16

-13.68%

At a price of $3.50, the stock currently trades at a P/E of 7.29X
and a P/B of 1.23X

Weekly

Desnoes & Geddes “Brews” up 8% Increase in Profits
Desnoes & Geddes (D&G) ended the first quarter (Q1) of
its 2013/2014 financial year with net profit of $367.68Mn
(EPS: $0.13); this represents a $27.98Mn (+8.24%)
increase when compared to the corresponding period
last year. As the newly released flavours in the Group’s
Smirnoff brand gained traction in the market, net sales
value (revenues less special consumption tax) recorded
a modest 5.03% increase to $2,692.12Mn. Despite the
increase in sales, the negative impact of the devaluation
of the JMD on inputs resulted in gross profit margin
moving down by 103 basis points to 40.92% during the
period. Nevertheless, the largest driver of the group’s
earnings growth was the year-on-year decline in the
marketing and general selling & administrative expenses.
After providing large sponsorship last year to the Jamaica
50th independence celebrations, marketing expenses
normalized to $266.12Mn. Meanwhile, general selling &
administrative costs were $22Mn below last year’s levels
due to the outsourcing of selling and distribution activities
to Celebration Brand Ltd (CBL). Overall, there was a slight
improvement in net profit margin from 13.25% in 2012 to
13.67% in 2013.

At the current price of $4.50, D&G’s trailing P/E is 10.22X
while its P/B is 1.58X. The weak economic outlook is
anticipated to continue to weigh on consumer sentiments
over the next year. Given the fact the goods sold by
the group are all discretionary and are mostly used for
entertaining activities, revenue growth will remain modest
at best in the current year. However, we view D&G’s
strategic move to outsource its selling and distribution
activities as well as other steps to reduce operating costs
bodes well for efficiency as postives for the company.

JMD Money Market
Another round of BOJ VR CD’s closed last week with a total
take-up of $321Mn, a 42% increase over the previous offer
which absorbed $226M. Tight liquidity conditions in the JMD
broker market continued, with rates as high as 8.75% being
offered on 30 day funding. However, there was a moderate
amount of short-term funding in the market, leading to
stability in the overnight market rates when compared to the
prior week. With no significant inflows and OMO maturities of
approximately J$4.8B, liquidity conditions are not expected to
improve in the this week.
Moderate liquidity levels continue to be observed in the USD
market, with low demand being observed from a few brokers
for tenures along the longer end of the curve. With no sign
of demand for the USD abating and low activity in the Jaman
bond market, liquidity levels are expected to remain high in
the subsequent weeks.

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

Close:
25/10/13
105.07
100.82
170.19

Close:
01/11/13
105.14
100.96
169.13

Change
+0.07
+0.14
-1.06

The BOJ’s weighted average selling rate closed at J$105.14,
representing a J$0.07 depreciation week-over-week. Demand
for the USD was relatively muted considering that BOJ’s
intervention twice during the previous week as able to satisfy
some of the long standing demand for the hard currency.
However the situation could change as we approach the
festive season as end-users demand USD to purchase goods.
That said, increased USD supplies from remittances and
tourism should help to alleviate pressures in the market.
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GOJ Bonds

International News

Jaman global bond trading was quiet last week with sellers continuing to outnumber buyers. There were offers on
15s at 104, 19s at 99, 36s at 95 and 39s at 86 however
there were no buyers. Trading in local currency bonds was
again limited to retail size.

Fitch Ratings Agency raised its outlook on Spain’s rating
to stable from negative, which was predicated on the fact
that the overhaul of banks has advanced well and financing
conditions have improved. The company affirmed its BBB
rating. Spain emerged from a more than two-year recession
in the third quarter and the main stock index has risen about
21% this year as foreign investors return to the market.
Spain’s recovery from recession came sooner than many
analysts had projected, and the adjustment from a current
account deficit to surplus has also been faster than expected.
Notwithstanding this, the economic growth will remain
weak, growing 0.5% in 2014 according to Fitch. Mediumterm growth prospects are weak, all sectors of the economy
remain very indebted and unemployment is exceptionally
high. The unemployment rate was 26% in the third quarter.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.500

103.750

6.39%

2015

103.000

105.000

5.63%

2017

107.750

109.750

7.50%

2019

97.500

99.500

8.13%

2022

128.000

131.000

6.65%

2025

100.750

102.750

8.87%

2036

93.500

95.500

8.97%

2039

83.250

85.250

9.57%

Offer Yield*

Over in the UK, the Confederation of British Industry raised
its forecasts for U.K. economic growth and indicates that it
expects business investment and trade to aid the recovery
starting next year. The business lobby sees the economy
expanding 1.4% this year and 2.4% in 2014. That’s up from
1.2% and 2.3% projected in August.UK economic growth
accelerated to its fastest pace in more than three years in
the third quarter as the recovery continued across all main
industries. Positive trend in the UK bodes well for us here in
Jamaica, given that it remains the second and third largest
source markets for remittances to the island and tourism
respectively.

Americans’ Debt Hangover Seen Ending in Boost to Growth:
Economy
Suffering from a debt hangover for the past four years,
Americans will resort to a time-honored cure -- hair of the
dog that bit them. A pickup in borrowing will give the world’s
biggest economy a much-needed boost next year as federal
government austerity pinches growth.
Workers will be more willing to take out loans as the lowest
unemployment rate in almost five years bolsters job security,
while banks will be more likely to lend after cleaning up their
own balance sheets. The resulting gains in personal spending
will help counter the effects of federal-budget cuts that are
weighing on the expansion, according to Ben Garber, an
economist at Moody’s Capital Markets Research Inc. in New
York.
*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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“Consumers taking on more debt at a time when the deficit
is shrinking would be a strong positive for the economy,”
Garber said. “This will help offset some of the fiscal austerity
that we’re experiencing.”
Federal outlays relative to the size of the economy declined
to 22 percent in 2012, the smallest since 2008, according
to figures from the Congressional Budget Office. It projects
the share will drop over the subsequent five fiscal years,
reaching 20.6 percent in 2017.
While the government is just beginning to cut back,
consumers are well on the road to recovery and will be
in position to take up the slack, Garber said. Household
debt as a share of income was 92.2 percent last quarter,
a decade low and down from its peak of 114 percent in
2009
China’s Leaders to Start Reform Summit With Recovery
China’s Communist Party leaders will enter a policy-making
summit this week with the economy on an upswing, services
and manufacturing surveys show.
A non-manufacturing Purchasing Managers’ Index
(CPMINMAN) rose to the highest level this year in October,
a government report showed yesterday. The increase
follows faster-than-estimated growth in two manufacturing
indexes last week.
Signs of sustained strength in the world’s second-largest
economy may give President Xi Jinping and Premier Li
Keqiang more confidence in tackling reforms. At the same
time, excessive credit growth, rising local-government debt
and weaker export momentum may cap a stronger recovery
from a two-quarter slowdown.
“Growth momentum will still be relatively robust” in
the fourth quarter, said Lu Ting, head of Greater China
economics at Bank of America Corp. in Hong Kong. “The
government will tone down its pro-growth rhetoric but
there won’t be a significant tightening of monetary policy
as new leaders still need a stable economic and financial
environment to consolidate their power base.”

Lu estimates gross domestic product will rise 7.7 percent in
the fourth quarter from a year earlier, down from 7.8 percent
in the July-September period.
China’s top party officials will meet in Beijing from Nov. 9-12
to map out a blueprint for reform as the country heads for its
slowest growth in more than two decades.
Balance Growth
GDP will increase 7.6 percent this year, according to the median estimate of 52 economists surveyed by Bloomberg last
month. That’s down from 7.7 percent in 2012 and the same
pace as 1999, which was the weakest expansion since 1990.
Growth may slide to 7.4 percent in 2014, according to the
median projection of 47 analysts.
Premier Li reiterated that the government must balance the
need for economic restructuring with a reasonable pace of
growth to ensure sufficient employment, China National Radio reported yesterday, citing comments he made at a meeting with academics and business leaders.
The non-manufacturing PMI rose to 56.3 in October from 55.4
in September, the Beijing-based National Bureau of Statistics
and China Federation of Logistics and Purchasing said yesterday. A number more than 50 indicates an expansion. HSBC
Holdings Plc and Markit Economics will release a services PMI
for October tomorrow. Their index (SHCOMP) fell to 52.4 in
September from 52.8 in August.
U.K. Outlook Raised by CBI as Construction Strengthens:
Economy
The Confederation of British Industry raised its forecasts for
U.K. economic growth and said business investment and
trade will aid the recovery starting next year.
The business lobby sees the economy expanding 1.4 percent
this year and 2.4 percent in 2014, it said in a quarterly report.
That’s up from 1.2 percent and 2.3 percent in August. The
projections came as a survey from Markit Economics showed
construction unexpectedly strengthened in October to the
fastest rate in six years, led by homebuilding.

The benchmark Shanghai Composite Index was little
changed at the close, as property stocks declined amid
concern the nation will introduce more measures to curb
home prices.
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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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