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Jamaican Stock Market

Junior Market to See Another IPO

JSE Main & All Jamaican Composite Index
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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

81,420.31
79,093.81
79,316.51
2,182.56

+1,744.74
+1,611.98
+2,802.34
+89.19

738.46

-

Most Active Stocks
Units Traded

%

100,133,656

86.32%

KREMI

6,010,000

5.18%

CPJ

1,249,689

1.08%

NCBJ

The Junior Market continues to gain traction ahead of plans
by the government to phase out the special scheme of income
tax incentives now enjoyed by companies listed on the Market.
Currently, junior market companies enjoy full relief from income
tax during the first 5 years of listing, in addition to a 50% relief
from applicable taxes in the next five years. However, with the
government having to conform to the structural benchmarks under
the IMF program- some of which are geared towards reducing the
number of tax waivers and incentives- this particular incentive is
scheduled to be phased out by 2021. Companies listed on the
exchange prior to January 1, 2014 will be entitled will continue to
enjoy their current benefits for the remainder of their unexpired
incentive period. However, between the periods January 1, 2014
to December 31, 2016, companies that list on the Junior Market
will be entitled to full relief from income tax for a period of five
years from the date of listing.

Top Winners & Losers This Week
$ Change

% Change

Winner: SGJ

$2.93

16.70%

Winner:KREMI

$0.12

13.64%

Loser:CBNY

-$0.01

-25.00%

Loser:C2W

-$0.05

-12.50%

Medical Disposables and Supply Limited which is now seeking to
come to market will be one of the few companies that will enjoy the
benefits of the Junior Market before the phasing out of the incentive
begins. The Company is a distributor of three principal lines of
products, namely pharmaceutical products, medical disposable
products, as well as complementary products. Established
relationships with several key suppliers including GlaxoSmithKline
Caribbean Limited, Dr. Reddy’s , Supreme Chemicals Limited (
Bunny’s line of products),Cari – Med Limited and Kirk Distributors
Limited allows Medical Disposables to co-distribute several lines of
drugs and pharmaceutical preparations.
Through its initial public offering (IPO), Medical Disposables and
Supply Limited intends to issue up to 63.1Mn ordinary shares
at a price of $1.83, which amounts to a total consideration of
$115.5Mn. The public will be offered 45Mn units which represent
17.1% of the total outstanding share capital, post IPO. The
company expects to use the proceeds for expansion purposes
and to deleverage its capital structure.
The invitation will open, December 13th 2013 and is schedule to
close on December20th 2013.

Weekly
Cargo Handlers Limited Uploads Increased Earnings
Cargo Handlers Limited (CHL) recorded $84.95Mn (EPS:
$2.27) in net profit for the financial year ended September
2013. This robust 31.6% increase in earnings was primarily
driven by significant growth in the company’s revenues.
Increased activity at the ports propelled revenues ahead
by 23.5% to $157.49Mn. Total income was also bolstered
by foreign exchange gains and a recovery in bad debt.
Despite a 27.1% upward movement in total administrative
and operating expenses to $87.32Mn due to higher staff
costs, the company managed to push operating profits
ahead of last year’s by $21.97Mn (+35.4%) to $84Mn.
The significant improvement resulted in more favourable
profit margins for the company. Operating margin moved
from 48.6% in 2012 to 53.3% in 2013. CHL’s capacity to
pay its short-term liabilities remains robust as its current
ratio stood at 7.59X.
In an attempt to boost as well as diversify its revenue
streams, CHL’s management has decided to invest in
Bulk Liquid Carrier Petroleum Limited, a company which
transports petroleum products across the island. Though
there was no indication of the cost to the company, share
of investment or how the investment would be funded,
CHL’s management has advised that this is expected to
add approximately $150Mn dollars in revenue. Continued
improvement in both economic activity and port activities
should provide support for Cargo Handler’s revenues
going forward. At its current price of $13.50, CHL’s P/E is
5.95X while its P/B is 4.11X.

Net International Reserves
Net International Reserves fell to a 13 year low at
US$835.69Mn for November 2013. This outturn places the
reserves in weeks of goods and services imports at 11.03,
which is below the international benchmark of 12 weeks.
Given the sharp falloff in net international reserves over the
year, the government will have be hard pressed to boost
its foreign assets in order to support the IMF’s December
2013 target NIR figure of approximately US$918Mn.

JMD Money Market
The Bank of Jamaica withdrew the US$ Indexed Bond as well
as the 1-year VR CD which had been on offer since November
28th. The Central Bank stated in its press release that the
performance of the instruments had ‘exceeded the Bank’s
liquidity absorption target’. The 1-year USD Indexed Note with
a 3.50% coupon had a total take-up of US$6.0B, while the
1-year VR CD pulled approximately J$3.0B from the market.
JMD market liquidity was highly constrained last week despite
the early closure of the instruments causing short-term broker
market rates to rise sharply as the week progressed. With
interest income from the GOJ 2019, 2025 and 2035 VR’s
expected to push $2.12B into the market this week; shortterm rates are expected to fall-off in the latter part of the
week.
Liquidity in the broker market was marginally reduced in
the prior week as some brokers sought to convert their USD
positions to cover their JMD liquidity needs. This trend is not
expected to continue as multiple GOJ USD Bonds are expected
to make coupon payments this month.

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

Close:
29/11/13
105.80
100.61
173.47

Close:
06/12/13
105.96
99.74
174.26

Change
+$0.16
-$0.87
+$0.79

The US$ Indexed Bond which was in the market last week,
pulled J$ liquidity from the market, resulting in tight JMD
conditions. As such pressure on the green back was kept
at bay. The US$ opened the week at $105.80 and closed at
$105.96, which represented a $0.16 depreciation during the
week.
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GOJ Globals
Trading in Jaman global bonds was dominated by 19s and
39s as investors look to take advantage of higher yields.
Jaman 19s traded at 98 while 39s traded at 84. Otherwise
trading activity was fairly low key with offers on 15s at 104
and bids on 17s at 107.75 with no reported trading taking
place. Trading in JMD bonds continued to be dominated
by retail investors.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.250

103.250

6.48%

2015

102.750

104.750

5.59%

2017

107.250

109.250

7.58%

2019

96.875

98.875

8.30%

2022

127.250

129.750

6.78%

2025

100.500

102.500

8.90%

2036

93.000

95.000

9.02%

2039

82.500

84.500

9.66%

Offer Yield*

International News
The case strengthened for the US Federal Reserve to start
reducing bond purchases this month after the jobless rate
dropped to a five-year low of 7% in November from 7.3%
in October. Employers added more workers than forecast,.
The 203,000 increase in payrolls followed a revised 200,000
advance in October. The pickup in hiring signals that
companies are more confident that demand will improve,
while gains in wages and hours give American workers even
more incentiveto spend as holiday shopping gets underway.
Stocks rallied on bets the economy is strong enough to
withstand a reduction in the Fed’s $85Bn in monthly bond
purchases. November’s employment gain was the biggest in
three months.
European Central Bank President, Mario Draghi, handed
investors an early hint of what’s in store if inflation stays
feeble in 2014. After last month’s surprise interest-rate cut,
Draghi indicated that policy makers briefly debated pushing
deposit rates into negative territory. He also noted that any
fresh long-term loans to banks would be tied to them passing
along the money to companies and consumers in an effort to
drive growth in the economy..
Canada Consumer Confidence Rises on Resilient Housing
Canada’s economic mood rebounded last week as consumers
head into the holiday season buoyed by rising house prices,
according to the Bloomberg Nanos Canadian Confidence
Index.
The weekly sentiment measure increased to 59.3 in the period
ended Dec. 6, up from 58.9 the week before. The index has
climbed from 54.8 at the end of May and is approaching a
one-year high of 59.8. The share of respondents who think
real-estate prices will increase over the next six months rose
to 40.3 from 40.0 the previous week, reaching the highest
level since March 2012.
Canadians are poised to finish 2013 with more buoyant
consumer confidence which is more likely to be fueled by
increasingly positive views on the value of real estate,” said
Nik Nanos, head of Ottawa-based Nanos Research Group.
Canada’s housing market remains strong even as policy
makers take steps to cool growth. Canada Mortgage & Housing
Corporation, a government-owned agency, said Nov. 29 the
government will charge it a “risk fee” of 3.25 percent starting
Jan. 1 on the mortgage insurance it writes.
*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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Housing starts slipped 3 percent in November to a
seasonally adjusted annual rate of 192,235, CMHC reported
today. Building permits rose a second month in October as
residential projects approached the highest ever, Statistics
Canada said Dec. 5. Residential permits increased 6.4
percent to C$4.41 billion ($4.14 billion), close to the C$4.55
billion record posted in May.
Japan’s Growth Slows More Than Forecast to 1.1% on
Investment
Japan’s growth slowed more than initially estimated in the
third quarter and the current account unexpectedly fell into
deficit in October, highlighting headwinds for Abenomics.
Gross domestic product expanded an annualized 1.1 percent
from the previous quarter, a revision from 1.9 percent, the
Cabinet Office said today in Tokyo. The shortfall in the
broadest gauge of trade was 128 billion yen ($1.2 billion),
the Finance Ministry said. Only four of 23 economists
surveyed by Bloomberg News forecast a deficit.
Weaker-than-estimated business spending contributed
to the revision to the GDP figures, indicating that Japan
Inc. is yet to be convinced that Abenomics will trigger a
prolonged economic revival. Prime Minister Shinzo Abe said
in an interview last week that he wants a “virtuous cycle,”
where growth propels corporate profits, employers raise
compensation and workers spend more.
“Companies are quite cautious about the outlook for the
economy,” said Junichi Makino, chief economist in Tokyo at
SMBC Nikko Securities Inc.
The Topix stock index closed 1.6 percent higher after
better-than-forecast U.S. jobs data last week. The yen fell
0.1 percent, trading at 103.05 per dollar as of 6:45 p.m. in
Tokyo.

China Trade Surplus Widens While Inflation Eases
China’s trade surplus widened last month to the largest in
more than four years as exports exceeded estimates, in a
sign global demand is helping sustain a recovery in the world’s
second-biggest economy.
The surplus was $33.8 billion as outbound shipments rose
12.7 percent from a year earlier and imports gained 5.3
percent, data from the General Administration of Customs
showed yesterday in Beijing. Consumer prices rose a lessthan-estimated 3 percent.
Stronger demand from abroad may give Premier Li Keqiang
more room to implement reforms outlined at a Communist
Party meeting last month to increase the role of markets and
boost domestic consumption for more sustainable growth in
the long term. At the same time, the data triggered speculation among some analysts that capital flows disguised as
trade could be boosting the export numbers.
“There are some signs that capital flows may have played a
role,” as China’s export figures “diverged significantly” from
those of neighbors such as South Korea, Zhang Zhiwei, chief
China economist at Nomura Holdings Inc. in Hong Kong, said
in a note. Industrial-production data due tomorrow “should
help verify if the export rebound is real.”
Taiwan reported today that exports were unchanged in November from a year earlier, while South Korea said last week
that its outbound shipments rose 0.2 percent during the
month.
The Shanghai Composite Index (SHCOMP) rose less than
0.1 percent today, while the yuan strengthened to a 20-year
high.
Analyst Projections
China’s increase in exports topped projections from 41 of 42
analysts surveyed by Bloomberg News, while import gains
compared with a median projection of 7 percent. The median
estimate for the trade surplus was $21.2 billion, after a $31.1
billion excess in Octobe
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
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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