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Jamaican Stock Market

The BOJ Stands Ready To Intervene
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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

79,175.74
76,804.37
84,588.38
2,303.09
585.90

-151.44
-271.56
-303.52
+0.08
-

Most Active Stocks
Units Traded

%

LIME

36,639,454

61.45%

LASD

5,475,522

9.18%

JMMB 8.75%

1,961,700

3.29%

Top Winners & Losers This Week
$ Change

% Change

Winner: CBNY

$0.04

66.67%

Winner:JSE

$0.20

11.11%

Loser:LIME

-$0.12

-20.34%

Loser:PUL

-$0.11

-12.64%

Since the start of the year the Jamaican dollar has depreciated
by 2.7% against its US counterpart and 12.4% on a year on year
basis, which has been hastened by a number of factors including
weak US$ supplies and increased demand. During the course of
last week, the dollar traded to a new high of $110.35, which
has further raised concerns regarding the negative pass-through
effect that a rapidly depreciating currency will have on inflation
and the economy. Higher levels of expected inflation arising from
the fact that many companies have already sought to pass on
the increase in input costs to consumers have the potential to
dampen consumer spending and revert the already slow pace
of economic recovery. While the Bank of Jamaica (BOJ) has
committed to maintaining a low interest rate environment, market
rates could begin to rise as investors demand a higher premium to
compensate for higher levels of expected inflation.
Given these concerns, the Bank of Jamaica (BOJ) recently issued
a press release indicating that it stands ready to provide support
to prevent disorderly conditions from emerging in the foreign
exchange market. The BOJ’s ability to augment US$ supplies
has improved given that the current level of net international
reserves (NIR) is US$1,121.4Mn (since Mid-March), increasing by
US$52.0Mn since the end of February 2014. The BOJ now expects
to comfortably meet the NIR target under the IMF agreement for
the March 2014 quarter. Despite this, and the BOJ’s commitment
to augment supplies where necessary, we are of the opinion
that intervention will be a last resort, given its IMF targets and
recommendations focused on rebuilding reserves to adequate
levels, while maintaining a mainly market driven exchange rate
regime. Against this background, the BOJ may have to consider
alternate approaches in stemming the slide in the local currency
prior to direct market intervention.
Net International Reserves at a 14 Month High
Jamaica’s NIR for February 2014 was US$1,069.35Mn, the
highest recorded amount in reserves since December 2012. The
NIR increased by US$151.58Mn to its January 2014 outturn and
represents 12.37 reserves in weeks of goods and services imports.
This was largely due to the inflows of two loans totaling US$140Mn
from the Inter-American Development (IDB) that was approved in
February of this year by the IDB’s Board. The first loan of US$80Mn
is to support a project entitled “Fiscal Structural Programme for
Economic Growth” that is designed to help Jamaica achieve fiscal
sustainability and promote higher economic growth. The second
loan amounting to US$60Mn is to finance the third phase of their
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“Competitiveness Enhancement Programme” designed
to support Jamaica’s macroeconomic sustainability,
implementation of a national competitiveness framework
and reduce the government’s budget support for stateowned enterprises. The Bank of Jamaica reported that
NIR in mid- March stood at US$1,121.4Mn, a US$52.0Mn
increase since the end of February 2014.

Earnings Update-Jamaica Broilers Group
Jamaica Broilers Group Ltd (JBG) recorded a net profit
of $512.16Mn for the nine month period ended January
2014, an 8.9% decrease in profit when compared to the
corresponding 2013 period. The Group’s overall bottom
line was negatively impacted by the underperformance of
its Ethanol and HiPro Ace Divisions. Despite the sluggish
economy and a general falloff in consumer demand which
has affected some local consumer product manufacturers,
the Group was able to increase its revenues by $3.13Bn
(+14.0%) to $22.28Bn due to better sales income from
its Best Dressed Division and an improvement in the
performance of its US operations. Notably, the Group’s
gross profit performance remained relatively flat at 19.8%
over the period. When operating expenses were thrown
into the mix, higher costs from both the distribution and
administrative side resulted in a 20.1% increase in total
expenses to $3.65Bn.
Jamaica Broilers is anticipated to continue to its focus on
growing its US operations while maintaining the growth
in its top performing Best Dressed segment. However,
the expansion in the US Operations and the depreciation
in the Jamaican currency have also led to increased
working capital funding requirements. This together with
rising interest costs may weigh on the earnings for the
2013/2014 financial year.

JMD Money Market
The Bank of Jamaica closed its offer of a 1-year and 18months VR CD on Thursday, March 13th, as scheduled. Total
participation was J$1.1B and J$73M, respectively. JMD market
liquidity tightened as the week progressed putting upward
pressure on broker market rates as payments for asset tax
payments were due at the end of last week. Liquidity conditions
are expected to deteriorate even further this week.
The Central Bank also closed its offer of a 2-year and 3-year
CD with coupons of 4.00% and 5.25%. Total take-up on these
instruments was US$1.7M and US$9.2M, respectively. Despite
the considerable participation levels, USD liquidity levels
continued to be moderate with broker market rates trending
downward.

Foreign Exchange Market
Selling

Close:
Close:
Change
07/03/14 14/03/14
J$/US$1
108.72
109.27
+$0.55
J$/CDN$1
98.40
98.76
+$0.36
J$/GBP£1
181.75
182.29
+$0.54
Aggressive buying caused the US dollar to trade as high as
$110.35 during the course of last week. On Friday the dollar
closed at a weighted average selling rate of $109.27. With
the winter tourism season coming to a close, US supplies are
expected to be restricted which will cause further pressure
on the hard currency.
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GOJ Globals
Jaman global bond trading activity was hampered by low
supplies as prices continued to rise. There were multiple
buyers of most of the curve with 19s trading small volumes at 104.75 while 15s were offered at 105.50 and 17s
traded at 111.75. There were also small volumes traded
on the 36s at 98 while there were buyers of 39s at 90 with
no offers forthcoming.

Indicative Levels - GOJ Globals
Bid

Offer

2014

102.000

104.000

3.60%

2015

104.000

106.000

3.83%

2017

111.750

113.750

5.91%

2019

103.750

105.750

6.42%

2022

125.000

127.000

7.07%

2025

104.500

106.500

8.36%

2036

96.500

98.500

8.65%

2039

90.000

92.000

8.80%

Offer Yield*

International News
Payrolls decreased in 27 U.S. states in January, showing
a slowdown in job growth extended throughout much of
the country. The Labor Department indicated that hiring
accelerated in February as the world’s largest economy
began to emerge from the winter chill that had curbed
growth earlier in the year. Federal Reserve policy makers
who are expected to meet this week, are projected to trim
their monthly bond buying to $55Bn from $65Bn with the
employment situation on the mend. The U.S. jobless rate
edged up to 6.7% in February from a more than five-year
low of 6.6% in January as the pace of hiring failed to keep up
with the number of people entering the workforce.
Over in Italy, the unemployment rate rose to a record high
in January, signaling that companies may have failed to hire
even after the economy returned to growth in the last quarter
of 2013. Unemployment increased to 12.9% from 12.7% in
December. The January rate is the highest since the data
series began in the first quarter of 1977. During the week, the
new Prime Minister pledged to overhaul Italy’s labor market
during his first 100 days in office. To prompt companies to
hire and revive the domestic consumer demand, the Prime
Minister has indicated that he will use 10 billion euros’ ($13.7
billion) worth of spending cuts to reduce the personal income
tax and a regional business levy. Given the challenges in Italy,
the European Commission cut its growth forecast to 0.6% this
year from 0.7%.

Manufacturing Output in U.S. Rises Most in Six Months:
Economy
Factory production rose in February by the most in six months,
showing manufacturing will help the U.S. economy emerge
from a weather-related setback.
The 0.8 percent gain exceeded the highest estimate in a
Bloomberg survey and followed a revised 0.9 percent slump
in January, figures from the Federal Reserve in Washington
showed today. The pickup contrasts with the housing industry,
where another report showed builder sentiment rose less than
forecast in March.
Assembly lines churned out more cars, business equipment
and chemicals a month after snowstorms hampered deliveries
of parts and materials. The data point to an expansion that will
keep improving as temperatures warm, one reason why Fed
policy makers this week will probably stick to their strategy of
*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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reducing the pace of monthly bond purchases.
“You had a terrible January and a good February and we’re
basically where we were in December,” said Michael Feroli,
chief economist at JPMorgan Chase & Co. in New York and
the top forecaster of industrial production over the last
two years, according to data compiled by Bloomberg. “It’s
almost certainly going to be another $10 billion tapering”
by the Fed.
Another report today showed factories in the New York
region kept expanding in March. The Federal Reserve Bank
of New York’s general economic index rose to 5.6 this
month from 4.5 in February as new orders picked up.
Atlanta-based Newell Rubbermaid Inc. is among companies
seeing improved demand from higher-end households.
‘Modest Improvement’
“I think we’ll continue to see modest improvement in the
economy,” Michael Polk, president and chief executive officer
at Newell Rubbermaid, the maker of Calphalon cookware
and Sharpie pens, said at a March 13 conference. “For the
high end of consumers there’s good recovery, lower-end
consumers are having a harder time of things.”
Stocks advanced as the production figures boosted optimism
on the economy. The S&P 500 increased 1 percent to
1,859.68 at 12:22 p.m. in New York.
Elsewhere, euro-area inflation unexpectedly slowed in
February, keeping pressure on the European Central Bank
to defend the currency bloc against falling prices. Consumer
prices rose 0.7 percent from a year earlier, down from 0.8
percent in January, the European Union’s statistics office in
Luxembourg said today.
While U.S. factories are beginning to rebound from bad
weather, the housing industry is finding progress more
limited. The National Association of Home Builders/Wells
Fargo index of builder confidence rose 1 point to 47 in
March, less than forecast. A measure of sales expectations
dropped to the lowest level since May.

Euro-Area February Inflation Slows, Keeps Pressure on ECB
Euro-area inflation unexpectedly slowed in February, keeping
pressure on the European Central Bank to defend the currency
bloc against falling prices.
Consumer prices rose an annual 0.7 percent, down from 0.8
percent in January, the European Union’s statistics office
in Luxembourg said today. That’s below Eurostat’s initial
estimate of 0.8 percent on Feb. 28. The rate has been below
1 percent for five months.
Today’s report is “a clear reminder that low inflation may
have become the new normal for the euro zone,” said
Martin van Vliet, an economist at ING Bank in Amsterdam.
The February revision “is unlikely to be enough to trigger
further near-term monetary easing,’’ he said. ‘‘This will also
require a deterioration of activity and/or a further significant
strengthening of the euro.’’
The ECB aims to keep inflation just below 2 percent and has
blamed the strength of the euro for helping to keep prices
subdued. The central bank expects its key interest rates ‘‘to
remain at present or lower levels for an extended period
of time,’’ President Mario Draghi said on March 6 after the
Governing Council left the main refinancing rate at a record
low of 0.25 percent.
‘‘This expectation is based on an overall subdued outlook
for inflation extending into the medium term, given the
broad-based weakness of the economy, the high degree of
unutilized capacity and subdued money and credit creation,’’
Draghi said.
Core Rate
The euro extended losses against the dollar after today’s
report and was trading at $1.3890 at 1:05 p.m. Brussels time,
down 0.2 percent on the day. The Stoxx Europe 600 Index
was up 0.6 percent at 324.26
Euro-area consumer prices increased 0.3 percent in February
from the previous month, today’s report showed. The
slowdown in the annual rate was driven by energy prices,
which fell 2.3 percent in February from a year earlier. The
cost of services grew 1.3 percent, up from 1.2 percent in
January.
Annual core inflation, which excludes volatile items such
as energy, alcohol and tobacco, accelerated to 1 percent in
February from 0.8 percent.
The ECB forecasts inflation of 1 percent this year and 1.3
percent in 2015.
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
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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