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Jamaican Stock Market
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Weekly Movement in Indices
Indices
JSE Combined Index
JSE Market Index
All Jamaican Composite
Jamaica Select Index
JSE Cross Listed Index

Closing Levels

Change

80,833.69
78,679.41
78,607.71
2,156.09

-3,441.66
-3,510.89
-1,699.54
-52.19

738.46

-55.27

Most Active Stocks
Units Traded

%

JMMB 7.50%

4,716,289

25.60%

JMMB Ordinary

3,156,922

17.13%

DG

1,294,834

7.03%

Top Winners & Losers This Week
$ Change

% Change

Winner:CCC

$0.37

17.21%

Winner:PURITY

$0.08

6.90%

-$0.30

-13.04%

-$10.00

-10.00%

Loser:BIL
Loser: FCIB

Sagicor Investments
Double-Digit Decline

Jamaica

Posts

For the nine month period ended September 30th, Sagicor
Investments Jamaica Limited (“S”) posted a 41.2% decline in
earnings to $657Mn relative to the corresponding prior year
period. The steep decline in earnings came as a result of the
shrinkage in net interest income (NII), one-off losses attributable
to the National Debt Exchange (NDX) as well as higher operating
costs. Despite the $4,200Mn growth in its investment assets
portfolio, the benefit of this was mitigated by the impact of the
NDX which meant lower asset yields. In fact, NII declined by 8.4%
to $2,082Mn, while the group’s net interest margin(NIM) shrunk
by 54 basis points to 3.53%. Other securities dealers have also
been reeling from the impact of the NDX and its negative passthrough effect on margins, as this has essentially posed a threat
to core business. Many dealers have responded to this challenge
by altering the strategic direction of the business by focusing on
non-interest income, and in particular off-balance sheet activities
such as Collective Investment Schemes.
During the nine month period non-interest income declined by
58.3% to $321Mn, which bore the impact of $462Mn in mark-tomarket losses arising from the NDX. Challenges to non-interest
income were compounded by the steep decline in trading income
during the period. Given the weak outturn of both NII and noninterest income, Sagicor Investments reported a 21% decline in
operating income to $2,404Mn.
Year to date, operating expenses increased by 9% to $1,612Mn,
driven by staff increases and relocation and expansion expenses
relating to its Montego Bay and Ocho Rios branches. As a result,
there was a deterioration in its efficiency ratio from 48.7% to
67.0%. With just one quarter to go, earnings for the group will fall
short of that of last year.
GK Delivers Solid Results
It was a good nine month period for GraceKennedy Limited as
earnings grew by 13.3% to $2,283Mn. Continuous efforts to
drive sales in the international market in an attempt to diversify
its revenue stream bore fruit as revenues increased by 7.9% to
$49,743Mn. GK continues to see growth in its international food
business, as operations in Canada, US and the UK have been
expanding. However on the local scene, GK Foods operations
are being negatively impacted by increases in raw material and
energy costs and the fact that consumers’ disposable income are
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thinly stretched. The group’s profit from operations grew
to $3,348Mn from $2,861Mn in the corresponding period
last year.
GK will be proceeding with its share buy-back programme
as the Board of GK believes that the stock is trading below
its true value. At a current price to book of 0.60X we
believe that the stock is a good value proposition.

Sagicor Life Jamaica(SLJ)
Sagicor Life Jamaica (SLJ) reported a 7.3% decline in net
profit during the nine month period ended September
2013 with earnings outturn of $3.7Bn. This reflected the
impact of the National Debt Exchange which reduced
investment income. Strong growth in new insurance
business, especially from the Group Insurance and
Annuity line of business, pushed net premium revenue
up by $4.7Bn (+31.8%) to $19.3Bn. Total revenues for
the period was $27.7Bn, reflecting an 18.8% year-on-year
increase. However, the increase in benefits and expenses
offset revenue growth over the period. Higher health and
death claims along with more annuity payments resulted
in a 17.6% increase in net insurance benefits incurred.
The group’s bottom line was also negatively impacted by
a $0.6Bn ($612.2Mn) increase in administrative expenses.
Higher compensation costs along with payment on a
$120Mn legal claim paid in June 2013 resulted in the
efficiency level remaining relatively flat at 22%. At its
current price of $8.00, Sagicor Life Jamaica’s P/E is 5.48X
while P/B is 0.86X.
We believe that the aggressiveness of SLJ’s sales force
which is one of the company’s major strengths will
continue to boost revenues. According to Caricris, SLJ’s
agents are the most efficient in the industry and typically
originate twice the amount of new business on average
in relation to the competition. However, we anticipate
further challenges to SLJ’s bottom line given the continued
underperformance of its banking arm relative to last
year.

JMD Money Market
The Bank of Jamaica issued a 182-day VR CD last week, with
an initial coupon of 7.55%. The offer closes on November 13,
however, total take-up as at close of trading on Friday was
J$612Mn. JMD market liquidity continued to be constrained
causing rates on funding for 30 days and beyond to continue
on an upward trajectory. The GOJ 7.50% 2017 FR BMI notes
are expected to pay a coupon today, contributing $2.13B to the
market. Given that no other significant inflows are expected in
the coming weeks and OMO maturities of approximately $5.4B,
market conditions are not expected to improve significantly.
Short term rates have been stable in recent week and are
likely to continue this trend into this week. However, rates
are likely to rise on longer tenured funds as brokers compete
aggressively for the limited available funds
The USD broker market continues to experience moderate
liquidity conditions with rates remaining stable week over
week.

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

Close:
01/11/13
105.14
100.96
169.13

Close:
08/11/13
105.34
100.55
169.74

Change
+$0.20
-$0.41
+$0.61

The BOJ’s weighted average selling rate closed on Thursday
at J$105.38, representing a $0.20 depreciation week-overweek relative to the $0.07 depreciation in the prior week.
Demand for the USD was widespread across sectors. The
dollar traded as high as $106.30 week.
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International News
GOJ Globals
Jaman global bonds saw increased offers especially towards the end of the week when better than expected
economic numbers, specifically payroll increases, renewed
fears that the US Federal Reserve may reduce their quantitative easing program very soon. There were offers on
most bonds on the curve with 17s at 109, 22s at 129,
36s at 95.25 and 39s at 85. There were very few trades
with retail size demand on 15s at 102.50. Trading in JMD

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.500

103.750

6.30%

2015

103.000

105.000

5.58%

2017

107.500

109.500

7.56%

2019

97.250%

99.500

8.13%

2022

128.000

131.000

6.64%

2025

100.750

102.750

8.87%

2036

93.500

95.500

8.97%

2039

83.250

85.250

9.57%

Offer Yield*

American employers added more workers to payrolls in
October than economists projected as the world’s largest
economy powered through the federal government
shutdown. The gain of 204,000 workers topped the
forecast of some of the most optimistic economists and
followed from the 163,000 increase in September. During
the month employment rose in leisure and hospitality, retail
trade, professional and technical services, manufacturing,
and health care. However the unemployment rate inched
up from 7.2% in the previous month to 7.3% in October,
suggesting that persons may have re-entered the labour
market. The figures also indicate that during the month
employers increased hiring to meet greater demand as they
looked past the 16-day budget impasse and a debate over
raising the nation’s debt ceiling. The partial government
shutdown however soured the mood of consumers, even as
job prospects brightened. The Thomson Reuters/University
of Michigan preliminary consumer sentiment index for
November dropped to 72, the weakest since December 2011,
from 73.2 in October. With the budget impasse now resolved
and payrolls now stronger, we are likely to see improvements
in consumer sentiment in the subsequent month. Moreover
as the peak season for consumer demand approaches, this
should help to boost payrolls as additional workers are hired
to meet demand.
Canada’s unemployment rate remained at the lowest since
2008 in October as government workers led the third straight
month of job gains. Employment rose by 13,200 and the
jobless rate was held at 6.9%. Employment has continued to
rise however companies have restricted capital spending in
the face of tepid demand for exports.
Euro Zone’s Fizzling Growth Seen to Back Draghi Cut Case
Euro-area growth data this week may show the region’s
nascent recovery slowing to a crawl, supporting Mario Draghi’s
case for an interest-rate cut to help the economy get back to
its feet.
Gross domestic product in the region rose just 0.1 percent
in the third quarter, according to the median forecast of 41
economists in a Bloomberg News survey. In the 3 1/2 hours
before that report on Nov. 14, economists predict a series of
data releases to show growth slowing in Germany and stalling
in France, with Italy remaining mired in an unprecedented
slump.
Such an outcome would confirm that the recovery is grinding
*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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after a second-quarter growth spurt of 0.3 percent that
ended the region’s record-long recession. The data are
due one week after the European Central Bank president’s
surprise rate cut to 0.25 percent. Draghi said at the time
that the euro zone faces the danger of a “prolonged” period
of low inflation.
“There are a few minor bright spots, for example Spain,
(SPNAGDPQ) but Italy will continue to remain in contraction
and growth in France will likely be flat at best,” said
Nick Matthews, a London-based economist at Nomura
International Plc. “That plays into the scenario the ECB is
seeing, which is a very weak and fragile recovery.”
GDP Marathon
The Stoxx Europe 600 Index rose 0.4 percent to 323.93
at 3:56 p.m. in London, as two shares advanced for each
one that fell. The benchmark measure has gained for five
straight weeks, trading near its highest valuation since
2009. The euro increased 0.3 percent to against the dollar
today, trading at $1.3407.
The European Union’s statistics office in Luxembourg will
publish GDP data for the 17-nation euro area at 11 a.m.
on Nov. 14, part of a marathon of releases that begin
with France’s report at 7:30 a.m. in Paris. That economy
probably stagnated, according to the median forecast of
22 economists.
The French data will follow less than a week after the
country’s Nov. 8 downgrade to AA by Standard and Poor’s,
which said that the current policies of President Francois
Hollande’s government are “unlikely to substantially raise
France’s medium-term growth prospects.”
Italy, which releases data in Rome at 10 a.m. on the
same day, probably suffered a ninth straight quarter of
contraction. Antonio Golini, acting chairman of Istat, the
country’s national statistics office, told lawmakers on Oct.
29 that the economy shrank in the three months through
September, and predicted that GDP will slump 1.8 percent
this year.

Canada Consumer Confidence Extends Drop on Job Security
Canadian consumer confidence fell for the fifth time in six
weeks as the nation’s economy struggles to build momentum, according to the Bloomberg Nanos Canadian Confidence
Index.
The weekly measure of the economic mood of Canadians fell
to 58.2 in the period ended Nov. 8, from 58.5 the previous
week. The index has declined since touching 59.8, a two-year
high, at the end of September.
Sentiment has yet to fully recover from effects of U.S. political gridlock last month. Concern that the global economy
will take longer to recover is reducing feelings of job security
among Canadians and offsetting news of an agreement in
principle on a free trade pact with the European Union.
“As Canadians shift their economic attention away from news
on a European trade deal and news related to the U.S. debt
ceiling debate towards the holiday shopping season, it will be
critical to monitor sentiment over the next few weeks,” said
Nik Nanos, head of Ottawa-based Nanos Research Group.
The share of Canadians who say their jobs are secure fell to
64.7 percent last week, from 65.3 the previous week, a drop
of more than five percentage points since Sept. 20. Those
who say their jobs are not secure increased to 13.1 percent,
from as low as 10.6 percent Sept. 27.
The employment picture has been mixed in Canada. Statistics
Canada reported Nov. 8 the economy created 13,200 jobs
in October, the third straight monthly gain, and the jobless
rate held steady at 6.9 percent, the lowest since 2008. On
the other hand, the average pace of monthly job gains this
year, at 12,600, is half last year’s pace. Wage growth has also
slowed. Average hourly wages of permanent employees rose
1.7 percent in October from a year earlier, compared

with an average 3 percent over the past decade.
Factory Sales
“There is no sign whatsoever of wage pressures,” said Mark
Chandler, head of fixed income research in Toronto at RBC
Capital Markets.
One of the biggest areas of weakness has been manufacturing. Factory producers have cut 74,000 jobs this year, as
manufacturing output and sales have been stagnant.
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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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