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Jamaican Stock Market

Lasco Distributor’s Packs on Profits

JSE Main & All Jamaican Composite Index
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Lasco Distributor’s (LASD) earnings for the nine month period
ended December 2013 surged ahead by 40.3% to $416.92Mn
(EPS:$0.12). Management’s strategic focus on concentrated
marketing efforts in building out its brand and its key distribution
channels along with having exclusive distribution agreements
for generic pharmaceutical products resulted in a notable
12.2% upward movement in revenues to $6.95Bn. However, the
devaluation of the Jamaican dollar resulted in some increase in
cost of goods sold and left gross profit margin relatively flat at
19.3% for the period (2012 nine months: 19.1%). Meanwhile,
on the cost side, the company continues to report a slowdown in
the pace of expense growth relative to previous years. Operating
expenses increased by approximately $46.38Mn to $954.39Mn.
This represents a 5.0% movement which is below the 12 month
point to point inflation rate of 9.7%. As such, net profit margin
moved ahead by 120 basis points to 6.0%.

Closing Levels

Change

81,760.21
79,435.22
83,953.11
2,244.11
668.55

-3,043.93
-2,952.59
-1,429.32
-37.88
-55.79

Most Active Stocks
Units Traded

%

JMMB

10,118,159

34.88%

LIME

4,412,623

15.21%

JMMB

3,019,532

10.41%

Top Winners & Losers This Week
$ Change

% Change

Winner: CBNY

$0.04

66.67%

Winner:LIME

$0.05

20.00%

Loser:CCC

-$0.60

-12.85%

Loser:GENAC

-$0.20

-11.11%

LASD continues to aggressively pursue new distribution
partnerships in order to realize more robust top line growth. It
commenced the distribution of Salada products in mid-December
2013. The company’s acquisition of the contract to distribute
Salada’s well-known line of coffee and tea products is likely to
contribute to higher growth going forward.
At its current price of $1.35, LASD’s trailing P/E is 7.23X while P/B
is 2.04X.
D&G’s Earnings Bolt Ahead
For the six month period ended December 2013 (H1), D&G
reported a 141% increase in earnings to $1,947Mn (EPS:$0.69)
when compared to the same period in the prior year. While
improvements in net sales and cost containment positively
contributed to its bottom-line, it was the $970Mn gain on the
disposal of shareholdings in Haiti and St. Lucia which made the
most significant impact on earnings. Capital gains from the disposal
contributed $0.34 to the company’s earnings per share. Net sales
during H1 amounted to $5,942Mn (+12%), with sales from the
domestic market being the primary impetus behind the outturn.
DG’s domestic portfolio rose by 23% during the period which
was attributed to growth in its brewed product portfolio, while
export sales declined by 28%. On the cost side, the company’s
new business model which employs a strategy of shifting parts
of its production from Jamaica to the US has been bearing fruit
and is reflected by a 39% decline in export related costs. Cost
of sales increased at a slower pace (+16%) relative to net sales
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and allowed for an eventual increase in gross profit.
General, Selling and Administrative expenses for the H1
were 9% below that of the prior year, on account of cost
containment and savings associated with outsourcing
selling and distribution activities.
The stock is now trading at 1.77 times its book value which
is higher than its historical 4 year price to book of 1.61X.

Net International Reverts to Low Levels in January 2014
After receiving a well needed boost via funds from a loan
from both the World Bank and the International Monetary
Fund (IMF) in December 2013, NIR fell by US$130.06Mn
on a month-on-month basis to US$917.77Mn in January
2014. This was due to a reduction in Currency & Deposit
which recorded the largest percentage falloff in over a
year. Over the past 12 months, Jamaica has breached
the US$1Bn mark only twice and has hovered around the
critical 12 weeks of goods and services imports benchmark.
Current NIR levels are sufficient to cover approximately
11.83 weeks of goods and services imports.

JMD Money Market
The Bank of Jamaica issued a 1-year USD-Indexed Note with a
3.50% coupon on Tuesday, February 4th. The note closed on
Wednesday with a total take-up of J$4.6B (or US$43.3M). The
central bank also issued two VR CDs on Thursday, February
6th. The 365-days instrument with an initial coupon of 8.97%
and the 550-days instrument with an initial coupon of 8.99%
had total participation of J$504M and J$61M at the end of
trading on Thursday. Both instruments are scheduled to close
on Tuesday, February 11th.
JMD liquidity conditions continue to be highly constrained.
Despite, interest inflows from the GOJ 7.25% 2016 BMI Notes
on last week and OMO inflows of J$3B, liquidity conditions are
not expected to improve by much this week.

Foreign Exchange Market
Selling

Close:
Close:
Change
31/01/14 07/02/14
J$/US$1
107.75
107.77
+$0.02
J$/CDN$1
97.61
98.32
+$0.71
J$/GBP£1
178.77
176.35
-$2.42
The market was characterised by tight liquidity conditions
as FX flows for January were lower than anticipated and
the JMD was also scarce. The dollar traded as high as
J$107.73:US$1.00 during the week but ended on Friday at a
weighted average selling rate of J$107.77:US$1.00.
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GOJ Globals
There was moderate trading activity in Jaman global bond
with the 19s once again dominating. The week closed
with 19s trading at 102.25, while 25s and 39s traded at
103.25 and 87 respectively. Trading activity in local currency bonds was limited to retail volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.250

103.250

5.51%

2015

104.000

106.000

4.21%

2017

110.000

112.000

6.57%

2019

101.750

103.750

6.98%

2022

126.000

128.500

6.89%

2025

102.625

104.625

8.61%

2036

96.000

98.000

8.70%

2039

86.500

88.500

9.19%

Offer Yield*

International News
In the course of just a week, both S&P Ratings Agency and
Moody’s Investor Service downgraded the sovereign ratings
of Puerto Rico. S&P dropped the territory from BBB- to BB+,
the highest speculative grade, because of limited access
to capital markets as officials struggle to revive a shrinking
economy from several years of a recession. Moody’s lowered
its ratings to Ba2 from Baa3.The downgrades are the latest
curveball for Puerto Rico, which has been struggling to
prove its economic and fiscal reforms are enough to stave
off a debt restructuring. Ratings cuts could raise borrowing
costs. Puerto Rico has borrowed to help manage its $70Bn
debt given the growth challenges in the domestic economy.
Moreover the downgrade means that the risk premium
associated with issues from the sovereign will increase which
is expected to result in increased selling activities on issues
coming out of Puerto Rico.
Emerging markets output growth slows to four-month low in
January:
Business activity across emerging markets expanded in
January at the slowest pace in four months, dragged down by
sluggish services sectors in the BRIC quartet of big developing
countries, a survey showed on Monday.
HSBC’s composite emerging markets index of manufacturing
and services purchasing managers’ surveys slipped for the
second month running to 51.4 in January. It stayed under the
2013 average of 51.7 and well below the score of 64.1 posted
last January.
But the monthly index remained above the 50 threshold which
marks the difference between expansion and contraction.
Based on data from purchasing managers at about 8,000 firms
in 17 countries, the survey showed signs of manufacturing and
export revival in some countries but Chinese factory output
fell below the 50 mark, Brazilian manufacturing growth slowed
and output fell in Russia and Indonesia.
Growth was stronger in India, Poland, Taiwan and Mexico.
January services activity in the biggest emerging markets was
at a six-month low. India and Brazil both posted declines, while
growth rates in China and Russia were weak, HSBC said.
HSBC’s global head of emerging markets research, Pablo
Goldberg, said the data showed a clear divergence in recovery
*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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pattern between emerging economies.
“Among the winners, we have countries in a clear cyclical
recovery that are being lifted by the improvement in the
developed markets: Mexico, Poland and the Czech Republic,”
Goldberg said.
“By contrast, PMIs decelerated in Turkey, Brazil, Russia
and Indonesia. These are among the countries where
deteriorating external balances have prevented monetary
easing or forced tightening.”
Several emerging central banks such as Turkey, India,
South Africa and Brazil have tightened monetary policy in
recent weeks and many more are expected to follow suit,
with severe consequences for economic growth.
While inflationary pressures were subdued, weak currencies
were raising costs for some manufacturers, HSBC said.
Turkish firms for instance saw the steepest rise in input
prices in nearly three years, a result of the lira’s fall to
record lows.
The future output index, which tracks firms’ expectations
for activity in 12 months’ time, picked up in January after
falling in December to a six-month low.
But within this, manufacturing sentiment hit a ten-month
high while that in the service sector fell to a record low.
China export growth seen slowing, loans surging in
January
China’s export and import growth likely cooled in January,
a Reuters poll showed, underlining a broader slowdown in
the world’s second-largest economy, though the Lunar New
Year holiday effect may overstate the soft momentum.
Weakness in China’s imports could be bad news for the rest
of the world, particularly for major commodity exporters
such as Australia. HSBC estimates China will overtake the
United States to become the world’s biggest importer this
year.
Bank loans in China are expected to see a typical seasonal
surge in January as banks get fresh lending quotas at this
time every year, underlining relatively stable credit demand
from the real economy.

“Given the stable economic situation last year and increasing
expectations over pushing forward reform, economic growth
is facing increasing pressure in short-term,” said Xie Yaxuan,
an economist with China Merchant Securities in a note.
Fears of a sharper-than-expected loss of momentum in China
were believed to be one contributing factor in a fierce global
financial market selloff in January, with emerging markets hit
particularly hard.
HOLIDAY DISTORTIONS?

The median forecast of 19 economists polled by Reuters
showed export growth likely slipped to 2.0 percent yearon-year from 4.3 percent in December, while import growth
eased to 3.0 percent from 8.3 percent.
Analysts said the reported export data was distorted by the
Lunar New Year holiday, during which time most factories
shut for extended breaks, and last year’s high base, which
was inflated by speculative trade activities disguised as exports.
“Caution must be taken when interpreting the numbers as
seasonal volatility in the run-up to Chinese New Year is likely
to have distorted the headline figures,” analysts at Capital
Economics said in a note to client.
Even if China’s economic growth sinks to a 24-year low of 7.4
percent this year, it will still grow nearly three times as fast as
the U.S. economy, and will therefore add twice as much demand to the world economy compared to the United States,
HSBC economist Frederic Neumann said in a note earlier this
month.
“A wobble on the mainland would shake things up elsewhere,”
he said.
NEW LOANS

January new yuan loans are forecast to have surged to 1.1
trillion yuan ($181.42 billion), more than double December’s
figure and on par with 1.07 trillion yuan in the same time in
2012.

Many economists expect a soft slowdown in China’s
economy in 2014 as policymakers try to embrace slower
but better-quality growth to cut reliance on investment and
pursue sustainable development.
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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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