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Jamaican Stock Market

Getting Lean in 2014-SVL Closes Acropolis
Montego Bay

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

82.223.83
79,766.01
80,534.13
2,198.73
740.28

-683.65
-765.47
-1,161.10
-26.71
-

Most Active Stocks
Units Traded

%

16,193,285

53.57%

JMMB 8.75%

1,897,500

8.75%

GLNR

1,168,677

3.87%

LIME

Top Winners & Losers This Week
$ Change

% Change

Winner: C2W

$0.31

+106.90%

Winner:RJR

$0.62

+47.69%

Loser:SVL

-$0.28

-10.07%

Loser:JAMT

-$0.40

-10.00%

A New Year and a Fresh start. This strategy will likely be adopted
by many companies, some of which faced significant headwinds
in 2013. While improving operational strength and viability is
a recurrent theme exercised on a day to day basis throughout
organizations, the start of a new year presents an opportunity to
do things differently in order to drive further efficiencies. In a bid
to do just that and improve its bottom-line, Supreme Ventures
Limited (SVL) recently announced that it will be permanently
closing its Acropolis gaming lounge operations in Montego Bay
(formerly Coral Cliff), effective immediately. This move follows
from last year’s decision by SVL to exit the hospitality side of its
operations, having closed the restaurants at all its Acropolis and
Coral Cliff gaming lounges.The market responded negatively to
the news with a 10.07% week-on-week decline in the stock price
to $2.50. In spite of this, the stock is still trading at a premium to
its book value at 1.69X. Having closed Acropolis Montego Bay, it
is likely that SVL will redeploy capital to other business segments
which have a higher return on investment in an effort to shore-up
its earnings. This likely strategic move could have the effect of
improving the growth potential of the business.
The continued weakness in the economy and tight disposable
incomes have made persons more discerning as it relates to
spending on discretionary items such as leisure and gaming
activities. Moreover, the increase in lottery gaming taxes which
was implemented as a part of the government’s revenue measure
during FY2013/14 has weighed on SVL’s performance considering
that the company took the decision to absorb these taxes. SVL’s
gaming and hospitality business segment reported a loss of
$438Mn during the nine month period to September 2013, as
the losses worsened from the prior year when the segment was
“under water” by $126Mn.
This year, SVL intends on reducing sponsorships and donations,
partly due to the fact that unclaimed prizes will now have to be
divided between the government and the Culture, Health, Arts,
Sports and Education (CHASE) instead of being paid out as
donations by SVL. The company’s management has indicated
that the level of corporate sponsorship and donations cannot be
sustained if it is to continue investing in the future growth of the
business.

Weekly

Paramount Trading (Jamaica) Ltd-Earnings Advance
Paramount Trading (Jamaica) Ltd (PTL) ended the first
half of its 2013/14 financial year with $35.25Mn in net
profit, a 121.7% increase when compared to the profits
of the same period last year. Management’s strategic
move to expand its food chemical product range has been
rather successful as evidenced by the 10.4% growth in
sales revenues to $331.94Mn. Consequently, gross profit
margin improved by 150 basis points to 31.4%. On the
cost side, management also made a concerted effort to
keep a lid on its administrative expenses which moved up
by 5.0% (lower than point to point inflation of 10.2%).
The upward movement in costs was primarily driven by
a $1.79Mn (+107.5%) increase in selling and distribution
expenses as the company continues to spend on branding
and marketing initiatives in an attempt to increase its
market presence and widen its market share.
Thus far, the company’s focus on synergy and taking
advantage of its access to various value added products
of the business has proven to be somewhat successful.
Management’s plans to expand its Food and Beverage
unit, which accounted for 25% of the gross profit margin
of Paramount Trading for the last financial year, will be
crucial in driving sales for the rest of the 2013/14 financial
year. To a lesser extent, we believe that in light of
continued improvement in the local construction industry
over the past three quarters, continued emphasis on
its construction branded product line “SIKA” may bring
about additional growth in the medium term. Already,
the significant improvement in earnings over the current
six month period has resulted in the company’s net
profit margin doubling to 10.6% when compared to H1
2012/13.

Net International Reserves above IMF Target
Net International Reserves as at December 2013 stood at
US$1.05Bn, the highest on record since December 2012 and
a 26.0% increase over November 2013 (month over month).
The outturn places Jamaica’s NIR above the IMF’s quantitative
monetary target for the NIR as at the end of December
2013 of US$918Mn. The increase in reserves was primarily
supported by inflows from the World Bank which approved a
US$130Mn development policy loan on December 13, 2013.
The current level of reserve is sufficient to purchase 12.64
weeks of imported goods and services, which is just above the
international benchmark of 12 weeks.

JMD Money Market
The Bank of Jamaica announced earlier last week that it would
be offering three new instruments which opened on January
9th. These included two BOJ USD CDs. A 2-year USD CD
with fixed coupon of 2.50% per annum as well as a 4-year
USD CD with a fixed coupon of 5.0% . The central bank also
issued a 365-day VR CD with an initial coupon of 8.25%. At
the end of trading on Friday, total take-up on the USD CDs
were 290K and 6.1M for the 2-year and 4 –year instruments,
respectively. The VR CD had a total participation of 233M.
Market conditions failed to improve last week causing market
rates to maintain their upward trend. Given OMO maturities of
only $4.2B, liquidity conditions are not expected improve over
the this week.

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

At its current price of $3.55, PTL’s trailing P/E is currently
5.55X while its P/B is 1.91X.

Close:
27/12/13
106.38
100.63
174.63

Close:
03/01/14
106.74
97.88
175.90

Change
+$0.36
-$2.75
+$1.27

Most end users and brokers were on the sell side of the
market as tight J$ conditions resulted in persons converting
USD to local currency in order to pay expenses. In spite this,
the J$ weakened further, down $0.36 week-on-week, to close
on Friday at a weighted average selling rate of $106.74
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GOJ Globals
There was increased trading in Jaman bonds last week as
market players returned to work after the holidays. The
2015 and 2019 global bonds were the most heavily traded
at 99.50 and 104.55 respectively. Local currency bond
trading continued to be dominated by retail volumes with
institutions being net sellers

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.250

103.250

5.99%

2015

104.000

106.000

4.45%

2017

109.000

111.000

6.96%

2019

98.500

100.500

7.86%

2022

128.250

130.250

6.68%

2025

101.250

103.250

8.80%

2036

94.250

96.250

8.89%

2039

84.250

87.000

9.36%

Offer Yield*

International News
Employment in the US rose in December at the slowest pace
in almost three years, partially due to bad weather which
blanketed the U.S., ending months of improving job growth
that had signaled the world’s largest economy was picking up.
The 74,000 gain in payrolls was the weakest since January
2011. The advance followed a 241,000 jump in November.
The unemployment rate however declined to 6.7%, the
lowest since October 2008, as more people left the labor
force. The coldest December in four years contributed to a
slump in hiring at construction and recreation companies,
while some health care companies also cut staff.
Eighteen months since the European Central Bank president
declared he would do “whatever it takes” to protect the
euro, fresh signs are emerging that the eurozone is charting
its way on the right path. The confidence that the ECB
president engendered helped dissipate a crisis that brought
the existence of the euro into question. Among the reasons
to turn upbeat: Ireland last week sold bonds for the first
time after graduating from a three-year bailout program. It is
rumoured that Portugal and perhaps even Greece may soon
follow to market. Yields on Spanish 10-year government debt
fell to the lowest since 2009, the Stoxx Europe 600 Index last
week reached its highest in almost five years. A year on from
the longest recession in its history, the euro-area economy
is healing and governments are easing up on budget cuts.
Recent data also showed that retail sales gained the most
since 2008 in November, and confidence increased more than
economists forecast in December.
EU Praises Danish Covered Bonds Amid Liquidity Status
Review
The European Commission said it will take into account the
particular strengths of Denmark’s covered bond market as
it reviews a proposal by Europe’s bank regulator to give the
securities second-class liquidity status.
“The Commission is aware of the crucial importance of the
covered bond market,” Chantal Hughes, spokeswoman for the
European Union’s financial services chief Michel Barnier, said
in a Jan. 10 e-mail. “The Commission also recognizes the long
tradition and solidity of Danish covered bonds, in particular,
and their good liquidity characteristics, even in times of acute
stress.”
Denmark’s $555 billion mortgage-backed covered bond

*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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industry has been in shock since it emerged in November
that the European Banking Authority would advise against
giving the securities the highest liquidity status. In doing
so, the London-based EBA is going against the findings of
its own technical report, published a month earlier. Instead,
the EBA recommends that the top grade be reserved for
government debt, including bonds from bailed out nations
such as Greece and Portugal.
The EBA’s guidance is advisory and the commission will
prepare standards that should “specify which assets qualify
as being of high and extremely high liquidity/credit quality,”
Hughes said in the e-mail.
Portugal Sees Possible Bond Auctions Before It Exits
Bailout
Portugal’s Secretary of State for Treasury Isabel Castelo
Branco said she “estimates” it will be possible for the
country to sell bonds through auctions before its bailout
program ends in the middle of May.
“It’s above all a sign that we have access with some
regularity,” Castelo Branco, 46, said in an interview at the
Finance Ministry in Lisbon late on Jan. 10. “Being able to
again sell through auctions is a goal, and it means we will
be in a more regular program of debt issuance.”
Portugal is trying to regain full access to debt markets with
the end of its 78 billion-euro ($106 billion) rescue program
from the European Union and International Monetary Fund
approaching. The country has been relying on banks to
sell bonds, including last week’s sale of 3.25 billion euros
of five-year notes and two other deals in May and January
2013.
European nations frequently hire banks when they offer new
securities to boost demand for the debt. After requesting a
bailout in April 2011, Portugal stopped selling bonds until
January 2013, although it continued holding bill auctions.
Debt agency IGCP plans to auction as much as 1.25 billion
euros of bills on Jan. 15.

Mexico’s Peso Bonds Increase on Fed Outlook; Currency Declines
Mexico’s peso bonds rallied, pushing yields to the lowest in a
week, amid eased concern that the Federal Reserve will move
quickly to withdraw U.S. monetary stimulus that has fueled
gains in emerging-market assets.
Yields on the government’s peso debt due in 2024 fell five basis points, or 0.05 percentage point, to 6.36 percent at 10:15
a.m. in Mexico City, according to data compiled by Bloomberg.
The price rose 0.45 centavo to 128.56 centavos per peso.
“There’s a sense of a positive tone to start the week, with
some investors believing that future steps by the Fed regarding normalization of monetary stimulus could be more
gradual,” Alejandro Padilla, a strategist with Grupo Financiero
Banorte SAB, wrote in an e-mailed report today.
U.S. retail sales growth slowed to 0.1 percent in December
after increasing 0.7 percent in the prior month, according to
the median forecast of economists surveyed by Bloomberg
before tomorrow’s Commerce Department report. The Labor
Department said last week that payrolls in the world’s largest
economy increased last month at the slowest pace in almost
three years.
The peso fell 0.1 percent to 12.9864 per U.S. dollar. Mexico’s
currency has slipped 0.8 percent since Fed policy makers said
Dec. 18 that that they were cutting monthly bond buying to
$75 billion from $85 billion.
The Fed will reduce purchases by $10 billion at each of the
next six meetings this year before ending the program in October, according to the median forecast of 42 economists surveyed by Bloomberg on Jan. 10.

Castelo Branco, who was treasurer at Portuguese lender
Banco BPI SA before joining the government in September,
said there is no decision yet on the bond maturity Portugal
may sell next.
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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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