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Jamaican Stock Market

SGJ Reports Stronger Earnings

JSE Main & All Jamaican Composite Index
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Scotia Group Jamaica Limited (SGJ) closed its financial year with
earnings amounting to $11,924Mn (EPS:$3.70) which represented
a 12.8% increase over the corresponding period last year. The
improvement in earnings came both from its core business,
net interest income, and also growth in non-interest sources of
revenues. Net interest income (NII) after impairment losses stood
at $22,849Mn or 3.3% higher than last year; helped by the 10%
expansion in the group’s loan portfolio. Throughout the year SGJ’s
management reiterated the focus on driving growth through its
core business, and in particular loan expansion in the microfinance
and the mortgage segments of the market. Other revenues
for the twelve month period amounted to $11,391Mn (+25%),
which was primarily due to increased insurance revenue, fee and
commission income as well as gains on its foreign currency trading
and investment book. Given the strong outturn in non-interest
income, this propelled operating income by 9.7% to $34,241Mn.

Closing Levels

Change

79,675.57
77,481.83
76,514.17
2,093.37

+89.45
+97.75
+174.28
+14.38

738.46

-0.05

Most Active Stocks

The asset tax, inflationary increases and the devaluation of
the JMD, pushed operating expenses higher by $1,620Mn to
$17,986Mn. SGJ’s cost to income ratio stood at 53.9% which was
lower than NCBJ’s 67.6%, being indicative of greater efficiency.
SGJ’s return on equity (ROE) of 17.1% also exceeded that of
NCBJ, which stood at 12.3%.
SGJ is now trading at 0.79X its book value, making it an attractive
value proposition. With an after tax dividend yield of 7.7% at
current market prices, the stock also represents a good dividend
play.

Units Traded

%

SGJ

6,452,086

31.20%

RJR

3,456,407

16.71%

MIL

2,005,174

9.70%

Top Winners & Losers This Week
$ Change

% Change

Winner: LASF

$0.22

+21.36%

Winner:LIME

$0.01

+6.67%

Loser:CBNY

-$0.04

-50.00%

Loser:C2W

-$0.34

-45.95%

Scotia Investments Jamaica Limited
SGJ’s investment arm- Scotia Investments Jamaica Limited (SIJL)
ended the 2012/13 financial year with $1.99Bn (EPS: $4.71) in
earnings, a $71Mn (+3.7%) increase when compared with last
year. This is commendable given that the financial industry was
hit by the National Debt Exchange earlier in the year along with
the bleak economic conditions, and its main competitors saw
an average decline in year-to-date earnings of approximately
26.3%. The company’s strategic move to reduce its on-balance
sheet business resulted in a $22.99Mn (less than 1%) falloff
in net interest income after impairments. However, with SIJL’s
strong focus on growing its off balance sheet assets, non-interest
income moved ahead by 27.2% to $1,650Mn. In spite of losing
its dominant position within the unit trust market on account of
Sagicor’s consolidation of its real estate portfolio, a robust 260%

Weekly
increase in its hugely successful product Scotia Premium
Money Market Fund propelled net fees and commission
income ahead by 22.6% to $936.52Mn, the second highest
increase among its industry peers. There was also robust
growth from its net foreign exchange trading income and
net gains on financial assets revenue streams. As such, at
$4,460Mn, total operating income was 8.0% higher than
last year’s outturn.
Despite maintaining one of the lowest cost-to-income
ratio in the industry, SIJL posted a 21.3% increase in total
operating expenses to end the period at $1.66Bn. Staff
related costs along with inflationary pressures and the
devaluation of the JMD were the primary drivers of the
significant increase. Consequently, the productivity ratio
deteriorated from 33.2% in 2012 to 37.2% for the 2013
financial year. Despite the increase in profits, return on
equity fell from 85 basis points to 16.6%. At its current
price of $26.01, SIJL’s P/E is 5.52X while P/B is 0.88X.

JMD Money Market
Last week was an active one with multiple BOJ instruments on
offer to potential investors. The BOJ 2.50% 2-year Certificate
of Deposit which opened on November 20th closed on Monday
without attracting any investors. The BOJ 3.50% 1-year USD
Indexed Note which opened on Thursday, November 28th had
a total take-up of US$6.0B, while the 1-year BOJ VR CD pulled
approximately J$3.0B from the market at the end of trading
on Friday. The JMD market continued to experience extremely
tight liquidity conditions. Rates increased on all tenures this
week as brokers continued to compete aggressively for the
limited available funding.
The USD broker market continued to experience moderate
liquidity last week. Market rates increase marginally as some
market participants sought to convert their USD liquidity to
JMD to participate in the USD indexed note offering as well as
to cover their JMD liquidity needs

Foreign Exchange Market
SIJL has done well over the years to remain in the forefront
of the securities dealers industry. It has provided attractive
investment options in order to cater to clients’ growing
demands in a difficult operating environment. We believe
that overall, SIJL’s current growth strategy represents a
good response to the changes in the environment and
will allow for greater resilience in the face of pending
headwinds.

Selling
J$/US$1
J$/CDN$1
J$/GBP£1

Close:
22/11/13
105.83
101.11
171.37

Close:
29/11/13
105.80
100.61
173.47

Change
-$0.03
-$0.50
+$2.10

The dollar meandered in the region of $105.75 and $105.85
during the week. The USD indexed bond which was out
last week saw persons converting US$ funds to J$ in order
to participate in the offer. This took some pressure away
from the greenback. The US$ closed the week selling at a
weighted average rate of $105.80.
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GOJ Globals
Jaman bond trading activity was lighter than usual last
week with the US holidays resulting in only three trading
days. There were multiple buyers of 19s at 97.50 however
offers were at 98.50 with no reported trades. There was
no trading in JMD bonds

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.250

103.250

6.57%

2015

102.750

104.750

5.63%

2017

107.250

109.250

7.59%

2019

96.875

98.875

8.30%

2022

127.250

129.750

6.79%

2025

100.500

102.500

8.90%

2036

93.000

95.000

9.02%

2039

82.500

84.500

9.66%

Offer Yield*

Greece’s credit rating was raised two levels by Moody’s
Investors Service, which cited the country’s progress in
fiscal consolidation and an improving economic outlook. The
country’s credit rating was raised to Caa3 from C and given
a stable outlook. The Greek economy is bottoming out after
nearly six years of recession, with the economy expected
to shrink 0.5% in 2014 and expand 1% in 2015. Moody’s
expects a budget surplus of about 1.5% of GDP with the
government’s budget focus likely to remain on savings
generated from structural reform measures as opposed to
further spending cuts.
Euro-area inflation stayed below 1% for a second month, less
than half the European Central Bank’s ceiling, underscoring
the weakness in parts of the euro region’s economy. The
annual rate rose to 0.9% in November from 0.7% in October.
This marks the 10th straight month that the rate has been
less than the ECB’s 2% goal. The central bank unexpectedly
cut its key refinancing rate by a quarter point to 0.25% to
prevent slowing inflation from taking hold in a still-fragile
euro-area economy. Euro-area unemployment unexpectedly
fell to 12.1% in October from 12.2% a month earlier.
Economists had predicted the rate would stay unchanged.
After this month’s rate cut, ECB officials have said they still
have options for easing monetary policy. It is being speculated
that policy makers are considering a smaller-than-normal
cut in the deposit rate, currently at zero, to minus 0.1%, if
stimulus is required.
Japan corporate capex up in third-quarter but GDP seen little
change
Japanese companies raised spending on factories and
equipment in the July-September quarter, but the slow pace of
increase casts some doubt on the strength of capital spending
that is needed to help sustain economic growth.
The 1.5 percent year-on-year rise in capital spending followed
a flat reading in the prior quarter and marked the first gain in
four quarters, Ministry of Finance data showed on Monday, but
the result disappointed some economists who were expecting
stronger gains.
The reading suggests that Japan’s gross domestic product
growth for July-September is likely to be little changed, after
preliminary data showed a 0.5 percent expansion from the
previous quarter, or an annualized rate of 1.9 percent.

*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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The capital spending data will be used to calculate revised
third-quarter GDP data, which is scheduled for release at
8:50 a.m. on December 9
“There is not likely to be much change to GDP data,” said
Shuji Tonouchi, a senior fixed income strategist at Mitsubishi
UFJ Morgan Stanley Securities.
“There are some worrying signs, as capital expenditure in
the services sector is losing some momentum.”
Excluding software, corporate capital spending declined 0.5
percent on a seasonally adjusted basis in July-September
from the previous quarter, down for the first time in four
quarters, the Ministry of Finance data showed.
Capital spending has been a weak spot in Japan as Prime
Minister Shinzo Abe struggles to spur business investment
and wage increases at many companies, which remain
unconvinced that his reflationary policies will have a lasting
impact.
Monday’s data also showed that companies’ recurring
profits rose 24.1 percent in July-September from the same
period last year, up for a seventh consecutive quarter.

Holiday weekend sales dip on discounts; e-commerce jumps
Heavy discounting took a toll on U.S. retail sales during the
Thanksgiving weekend as shoppers spent almost 3 percent
less than they did a year earlier, according to data released
Sunday by an industry group.
That could be an indication of a more difficult season for
many retailers. One bright spot this weekend, according to
the data, was e-commerce as online sales soared.
The National Retail Federation estimated the average shopper spent $407.02 over the weekend, or 3.9 percent less than
during the same weekend last year, because of lower prices it
said would persist through the rest of the season.
“Retailers will continue to aggressively promote their in-store
and online offerings, looking to entice today’s very budgetconscious and value-focused shopper,” said NRF Chief Executive Matthew Shay.
The NRF said 141 million people went shopping at least once
during the holiday weekend, up from 139 million last year.
But total spending was expected to reach $57.4 billion for
the four-day period - which includes Black Friday, the biggest
shopping day of the year - down 2.8 percent from $59.1 billion over the same weekend in 2012.

Companies’ sales rose 0.8 percent in the third quarter from
a year earlier, the first rise in six quarters.

The big deals will also dent profit margins, analysts said.

Japan’s economic growth has outpaced that of its G7 peers
this year, but the pace slowed in July-September as private
consumption and exports moderated.

“Sales will go up, but gross margins are going to be down.
Doorbusters were what people were shopping for, more than
the regular-priced stuff,” said Ron Friedman, retail practice
leader at the consulting firm Marcum LLP.

Economists expect growth to pick up pace again in the
current quarter as consumers rush to buy goods before
a national sales tax hike to 8 percent from the current 5
percent next April.

The Thanksgiving weekend is an early gauge of consumer
mood and intentions in a season that generates about 30
percent of sales and nearly 40 percent of profit for retailers.
But many have given modest forecasts for the quarter. WalMart Stores Inc said it expects no growth in its U.S. comparable sales, and Macy’s Inc didn’t raise its full-year sales
forecast despite strong numbers last quarter.
The shorter holiday period this year - there are six fewer days
between Thanksgiving and Christmas compared with 2012
- prompted retailers to begin offering bargains on Monday,
earlier than usual, something Shay said likely pulled some
sales forward to the first part of the week.
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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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