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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

78,355.49
75,936.11
83,617.92
2,255.94
585.90

-107.09
-242.20
-270.71
-26.97
-

Most Active Stocks
Units Traded

%

LIME

326,273,614

74.23%

LASD

30,930,019

7.04%

DG

30,189,111

6.87%

Top Winners & Losers This Week
$ Change

% Change

Winner: GENAC

$0.26

20.16%

Winner:H&L

$1.40

14.43%

Loser:SVL

-$0.20

-8.70%

Loser:NCBJ

-$0.99

-5.20%

Investors to Swap Shares in Sagicor
Investments for Sagicor Group
The Sagicor Group (SJ), the holding company for Sagicor Life
Jamaica (SLJ) and all its subsidiaries, received approval from
shareholders to exchange ordinary shares in Sagicor Investments
for ordinary shares in Sagicor Group (SG). This follows the move
late last year to replace shares of SLJ with SG shares on the
stock exchange, which is all a part of the thrust to improve capital
management and align the Group’s organisational structure with
the requirements of the new omnibus legislation for deposit taking
institutions. Of note, larger financial groups such as Scotia have
already gone through this reorganization process.
This swap will result in shareholders of Sagicor Investments receiving
1.8 units of Group shares for each Sagicor Investments’ shares
owned. On Friday, the share price of Sagicor InvestmentsLimited
closed at $17.10 while the Group shares closed at $9.36. This
means that investors who purchased shares of the investment
subsidiary at the current market price and subsequently entered
into the swap would have earned a lower value of $16.85 for every
unit of shares swapped. Relative to the start of the year when
shares of Sagicor Investment’s traded at $16.53, investors who
bought the stock at that market price would post an immediate
gain upon the execution of the swap.
Once the process of the swap is completed, Sagicor Investments
will be delisted from the JSE and the newly issued Sagicor Group
shares listed by introduction on the Stock Exchange shortly
thereafter.
Equities Market at a Glance
Despite a jolt in business confidence following Jamaica’s successful
passing of its third IMF test and slightly improved economic
forecast, the local stock market continues to lag these positive
economic developments. One likely contributor to the lull in the
stock market is the continued tight J$ market conditions and the
depreciation in the local currency. The prospects for an easing of
tight J$ conditions is believed to be grim considering that cash
flows from BOJ’s open market operations are expected to remain
moderate for the remainder of the year. In addition, tight J$
conditions have done little to shore up US$ supplies as the local
currency continues to depreciate. Since the start of the year, the
currency has lost 3.00% following a decline of over 14.00% in
2013. This makes J$ investments, such as stocks, unattractive
given the fall in relative value. For another week, all market

Weekly
indices headed south with the JSE Select registering the
largest week-on-week percentage decline. The JSE Select
declined by 1.18% to close at 2,255.94 points, while the
JSE Main Index fell by 0.32% to 75,936.11. The Combined
Index declined 0.14% to 78,355.49 points.Overall market
activity on the Main Market led to 47 stocks being traded
of which 19 advanced, 14 declined and 14 traded firm.

Purity “Bakes Up” a Significant Increase Profits in 2013
On the heels of an underwhelming performance in 2012,
Consolidated Bakeries Jamaica Ltd (Purity) reported net
profit of $33.11Mn (EPS: $0.15) as at the end of the 2013
financial year, approximately 9 times (9X) larger than the
$3.68Mn reported in the previous corresponding period.
The notable outturn was buoyed by a robust 41.8%
increase in revenues to $672.94Mn. Sales benefitted
handsomely from price increases throughout the year
along with real growth in volumes across key consumer
items such as the company’s popular Miss Birdie products
and increased activities throught its distribution and
market programmes. Despite the significant movement in
the revenue base, the negative impact of the devaluation
of the local currency resulted in only a 50 basis points
improvement in Purity’s gross profit margin to 35.0%. The
strategic initiatives by the company’s management to ramp
up its selling and distribution efforts resulted in operating
expenses moving to $199.33Mn, representing a 30.4%
increase, the highest increase among its manufacturing
peers listed on the Junior Market. Net profit margin was
4.92% for 2013 compared to 0.8% in 2012.
Purity was able to push back against challenging economic
headwinds to report positive results in 2013. The anticipated
improvement in the economy and consumer sentiments in
the near term could likely result in a further favourable
outturn for the company in 2014. However, factors such as
higher input costs and a possible acceleration in the rate
of depreciation of the local currency can all have adverse
effect on the company’s bottom line in 2014.

JMD Money Market
The Bank of Jamaica started the week with three JMD
instruments on offer. The BOJ 3.50% USD Indexed Note 2015A
which was open for a full week, closed on Tuesday, March
25th with a take-up of $5.3B, an uptick from the previous
Indexed Note issue which closed after two days of trading
with total take-up of $4.6B. The Central Bank also had two
VR CDs on offer with tenures of 365 days and 18 months
and initial coupon of 9.36% and 9.38%, respectively. Both
instruments closed on Thursday, March 28th with combined
participation of $581M. With three JMD instruments on offer,
JMD market liquidity tightened even further during the first
half of the week. This led to an increase in broker market
rates, however, short term rates fell at the close of last week.
This falloff was due to additional market intervention from
the Bank of Jamaica as it was announced on Thursday, March
27th that the Central Bank would be providing much needed
liquidity to deposit taking institutions for a minimum of six
months.
USD market liquidity levels were moderate last week with
broker market rates remaining stable week over week. Liquidity
conditions are expected to remain unchanged this week.

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

Close:
21/03/14
109.50
98.35
181.00

Close:
28/03/14
109.56
98.87
182.07

Change
+$0.06
+$0.52
+$1.07

The demand for the USD was subdued last week as
persons converted their USD to local currency in order to
meet tax liabilities. The dollar opened the week trading at
J$109.50:US$1.00 and closed at a weighted average selling
rate of J$109.56:US$1.00, which represented a $0.06 week
on week depreciation.

At its current price of $1.20, Purity’s P/E stands at 8.00X
while its P/B is 0.53X.
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GOJ Globals
There was low to moderate trading activity in Jaman
bonds last week even as buying interest remained fairly
high. There were trades on 19s at 105, 25s at 112.50
and NROCC at 108. JMD denominated bonds continued to
trade retail volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2014

102.000

104.000

3.18%

2015

104.000

106.000

3.68%

2017

114.000

116.000

5.15%

2019

105.500

107.500

5.95%

2022

124.500

126.500

7.13%

2025

112.250

113.750

7.45%

2036

99.750

101.750

8.32%

2039

93.000

95.000

8.49%

Offer Yield*

International News
Euro-area economic confidence increased more than analysts
predicted in March, easing pressure on the European Central
Bank (ECB) to take action next week to counter low inflation
and spur growth. The consumer confidence index which
measures sentiments surrounding the prospects for the
economy rose to 102.4 from 101.2 in February. ECB President
indicated recently that the central bank’s accommodative
monetary policy should be increasingly felt throughout the
euro-zone economy as disruptions in the financial system
wane. The ECB aims to keep inflation just below 2% and has
cited the strength of the euro as contributing to subdued
prices. Inflation in Germany slowed to 0.9% in March from
1% in February, which was consistent with economists’
estimates, while consumer prices in Spain unexpectedly
declined 0.2% this month. Still, the euro area is struggling
to shake off the legacy of a debt crisis that sparked a recordlong recession and pushed the unemployment rate to an alltime high.
There was also continued positive data coming out of the
US which gives credence to the view that the advanced
economies will continue to lead the recovery. Consumer
spending in the US climbed in February by the most in three
months as a pickup in incomes encouraged Americans to
return to stores after a harsh winter held the economy back.
Household purchases, which account for almost 70% of the
economy, rose 0.3% after a 0.2% gain in January that was
weaker than previously estimated.
Yellen Says Extraordinary Support Needed for ‘Some Time
Federal Reserve Chair Janet Yellen, easing investor concern
that interest rates may rise earlier than previously forecast,
said the central bank’s unprecedented stimulus will be needed
for “some time.”
Yellen, citing the examples of three people struggling to find
work, used a speech to a community development conference
in Chicago to make the case for continued Fed stimulus, which
has included more than five years of interest rates near zero
and trillions in bond purchases.
“This extraordinary commitment is still needed and will be for
some time, and I believe that view is widely shared by my
fellow policymakers at the Fed,” Yellen said. “The scars from
the Great Recession remain, and reaching our goals will take
time.”
Stocks rose as Yellen highlighted the Fed’s commitment to spur
*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 economy and put 10.5 million unemployed Americans
back to work. Share prices fell on March 19, when she said
in a press conference that the Fed might start raising the
benchmark interest rate above zero about six months after
ending its bond purchase program. Yellen didn’t mention a
timetable today.
“It is an indirect pushback,” said Ward McCarthy, chief
financial economist at Jefferies LLC in New York. “I don’t
think she could directly contradict what she said at the press
conference, so she did the next best thing, which was to
paint a picture of a Fed that is going to be accommodative
for a long, long time.”
Stagnant Wages
Large numbers of partly unemployed workers, stagnant
wages, lower labor-force participation and longer periods
of joblessness show that “there remains considerable slack
in the economy and the labor market,” Yellen said.
The Standard & Poor’s 500 Index rose 0.6 percent to
1,868.55 at 11:38 a.m. in New York. The yield on the
10-year Treasury note was up two basis points, or 0.02
percentage point, to 2.74 percent.
The Federal Open Market Committee has kept the
benchmark interest rate near zero since December 2008
and sought to cut borrowing costs and fuel growth through
bond buying that has more than quadrupled its assets to
$4.23 trillion.
While policy makers have slowed the pace of their monthly
asset purchases over the past three gatherings to $55 billion
from $85 billion, Yellen said the central bank’s “commitment
is strong” to helping sustain progress in the job market.
“Recent steps by the Fed to reduce the rate of new securities
purchases are not a lessening of this commitment, only a
judgment that recent progress in the labor market means
our aid for the recovery need not grow as quickly,” she
said. “Earlier this month, the Fed reiterated its overall
commitment to maintain extraordinary support for the
recovery for some time to come.”

Euro Inflation at Lowest in Over 4 Years Misses Estimates
Euro-area inflation slowed in March by more than economists
forecast to the lowest level in over four years, keeping
pressure on the European Central Bank to take action to
foster the currency bloc’s recovery.
Consumer prices grew 0.5 percent in the year, after a 0.7
percent gain in February, the European Union’s statistics office
in Luxembourg said today. That missed the 0.6 percent median
forecast in a Bloomberg News survey of 41 economists. The
inflation rate has been below 1 percent for six months, while
the ECB seeks to keep it at just under 2 percent.
Today’s result is half of the ECB’s forecast for 2014 and well
below the central bank’s medium-term objective. Only three
of 57 economists in a separate Bloomberg survey expect the
ECB to cut its benchmark interest rate when policy makers
meet on April 3 in Frankfurt. The rest expects it to remain
unchanged.
They will be very uncomfortable with a 0.5 percent inflation
rate, though they would expect that to bounce back in
April,” said Chris Scicluna, head of economic research at
Daiwa Capital Markets in London. “On balance they would
believe that the number itself doesn’t merit further action
given that the forecast is for it to trend higher. It’s definitely a
presentational challenge, 0.5 percent is not where any central
bank in its right mind would want it to be.”
ETF Inflows
ECB President Mario Draghi on March 25 renewed his vow to
“take additional monetary policy measures” if “any downside
risks” appear to its forecast for a “gradual closing of the
output gap in the coming years.” These risks include subdued
prices and a strengthening euro, he said.
The euro advanced against the dollar, rising 0.4 percent to
$1.3801 at 4:53 p.m. in Brussels.
International investors are returning to the euro, including to
nations that received bailouts in the depths of the crisis. U.S.
exchange-traded funds show net inflows of $634 million into
Spain this year, marking an increase of 71 percent, according
to data compiled by Bloomberg. Flows into Greece have
increased 77 percent to $102 million.
Energy prices fell 2.1 percent in March after a 2.3 percent
decline in February, today’s report showed. Prices of alcohol,
food and tobacco climbed 1 percent after a 1.5 percent rise
in February, according to Eurostat. The cost of services rose
1.1 percent after a 1.3 percent increase.

4

Weekly

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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