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Jamaican Stock Market

The BOJ Expresses Confidence
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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
Junior Market index

Closing Levels

Change

74,797.11
72,281.01
79,531.48
2,152.73
585.90
731.71

-1,004.15
-1,100.96
-1,231.07
-12.30
+3.46

Most Active Stocks
Units Traded

%

BIL

15,030,000

38.02%

SGJ

6,591,966

16.68%

JBG

4,183,387

10.58%

Top Winners & Losers This Week
$ Change

% Change

Winner: LIME

+$0.08

+25.81%

Winner:MTL

+$0.02

+20.00%

Loser:PUL

-$0.30

-50.00%

Loser:PURITY

-$0.30

-27.27%

In a recent press conference the Governor of the Central
commented on the May 5 to 16th visit by IMF officials for the
fourth review of Jamaica’s performance under the four-year
Extended Fund Facility (EFF). The review was conducted for
the January to March 2014 quarter. If the approval process is
successful, Jamaica would be set to receive a fifth drawdown
amounting to approximately US$71.0Mn, which is expected
to be made available as direct financing to the Central
Government. Given the continued strengthening of the local
economy and the government’s reins on expenditure, it is
likely that Jamaica will be successful in meeting its targets
under the fourth review.
For the January to March quarter the Planning Institute of
Jamaica (PIOJ) projects real GDP growth of 1.6%, following
two consecutive quarters of growth. Going forward however
there are mitigating factors to growth such as potential
adverse weather conditions and weakening consumer
demand in the wake of higher prices. While the Bank of
Jamaica has lowered its inflationary projection for fiscal
year 2014/15 to a range of 7.0% to 9.0% from 8.5% to
10.5% in the last fiscal year, the continued depreciation of
the local currency against the USD will undoubtedly mean
higher prices as manufactures seek to pass on these costs
to consumers. Additionally, the impact of the recent revenue
measures and recent increases in international oil prices will
also add to inflationary pressures. However, the inflation
outturn could be mitigated by weak domestic demand.
For this fiscal year, we expect that the inflationary outturn
will likely be closer to the upper end of the BOJ’s range
estimate.
KWL To Invest Hefty Sum
Kingston Wharves Limited continued to execute on its goal
to expand its business, with the purview of becoming the
leading full service port in the region. In the latest move, KW
has indicated that it will be investing US$20Mn to expand and
augment its properties and assets in preparation of operating
a freezone as part of the government’s logistic hub. This
development comes only two months after KWL announced
acquisition of the stevedoring business of Allied Trucking &
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Maritime Services Limited. KW expects to purchase
and refurbish existing warehouses, construction of a
new warehouse complex and purchase off additional
cargo-handling equipment. Despite the positive news
coming from KWL, the equities market has been slow
to respond as trading volumes on the stock remain
low and the stock continues to trade close to its 52
week low of $5.00. KWL is now trading at a price to
book of 0.77X a slight increase over the P/B late last
year which was 0.71X. The P/E currently stands at
8.42X.
Knutsford Express
For the three month period ended February 2014,
Knutsford Express Limited reported a 138% increase
in earnings to $8.92Mn which was partly due to the
tax benefits arising from its recent listing on the stock
exchange. However on a pre-tax basis, the company
performed creditably with earnings increasing by
28%. During the period revenues grew by 79%
over the comparative prior year period to $90.6Mn,
which reflected growth in passenger ridership and
growth in its courier business. The acquisition of the
Southcoast service in June last year played a notable
role in ridership growth. Despite a meaningful
increase in administrative costs which was partly due
to costs associated with listing, Knutsford Express
saw earnings before interest and taxes expanding by
25.9% to $10.3Mn. Since listing at an IPO price of
$5.11 in January the stock has appreciated marginally

JMD Money Market
JMD liquidity levels tightened last week causing market
rates to inch up slightly. The GOJ 7.55% 2017 BMI and
7.25% 2015 BMI Notes will pay interest this week of
65Mn. Given that this inflow is not significant enough to
boost market liquidity levels and OMO maturities of 4Bn,
market conditions are not expected to improve in the
short term. USD liquidity levels continue to be fair with
no change in broker market rates

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

Close:
16/05/14
111.02
101.83
186.73

Close:
22/05/14
111.19
101.96
187.82

Change
+$0.17
+$0.13
+$1.09

The BOJ intervened in the market last Thursday,
supplying approximately US$45Mn. The BOJ intervened
at $111.13 for resale at 111.18. At the end of the week
weighted average selling rate stood at $111.18/US$1,
which represented a slight depreciation over the prior
week.

by 1.17% to a high of $5.17.
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GOJ Globals
Jaman global bonds continued to be in high demand
last week with 25s and 39s dominating trading activity at 113 and 95 respectively. There were also
buyers of 19s, 15s and 17s however there were few
offers. Trading in local denominated bonds was once
again limited to retail investors.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.500

103.500

1.91%

2015

104.625

106.625

2.31%

2017

114.000

116.000

4.92%

2019

106.000

108.000

5.76%

2022

124.250

126.250

7.10%

2025

112.000

114.000

7.41%

2036

102.500

104.500

8.06%

2039

94.500

96.500

8.34%

Offer Yield*

International News
U.S. home resales rose in April and the supply of
properties on the market hit its highest level in nearly
two years, hopeful signs for the stalled housing
market recovery. The National Association of Realtors
indicated that existing home sales increased 1.3% to
an annual rate of 4.6Mn units, marking only the second
gain in sales in nine months. While that was a bit less
than the 4.68Mn unit pace economists had expected,
it suggested the sector was regaining its footing after
stumbling in the second half of 2013 under the weight
of higher mortgage rates and house prices. Sales
remain down 15% from a peak of 5.38Mn units hit
in July. Compared to April last year, sales fell 6.8%.
Housing is one of the main channels through which
the Federal Reserve is seeking to boost growth via its
monthly bond purchases. Though an unusually cold
winter depressed activity, a dearth of homes for sale
also stymied demand. Sales are expected to gradually
trend higher for the rest of 2014 as job growth and the
overall economy accelerate.
Draghi Says Timing Key as ECB Watches for Negative
Spiral
European Central Bank President Mario Draghi signaled
policy makers are ready to take action in June should
they see low inflation becoming entrenched. “What we
need to be particularly watchful for at the moment is,
in my view, the potential for a negative spiral to take
hold between between low inflation, falling inflation
expectations and credit, in particular in stressed
countries,”Draghi said in a speech at an ECB conference
in Sintra,Portugal. “The key issue today, however, is
timing.”
Draghi indicated that the ECB is focusing on liquidity
measures it could deploy to help free up lending to
companies and households. Officials have said they’re
working on a package of possible measures for their
next meeting, including interest-rate cuts and liquidity
injections, while holding out the prospect of asset
purchases as a more powerful option. The speech “seems
to reinforce the view that the ECB

*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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is much more likely than not to deliver a package of
stimulative measures at its June 5 policy meeting,” said
Howard Archer, an economist at IHS Global Insight in
London. “This will likely include taking its deposit rate
into negative territory and liquidity measures aimed
at boosting bank lending to businesses, especially
smaller ones.”
Credit Mismatch
Draghi said after the ECB’s May 8 policy meeting,
wheninterest rates were kept on hold, that officials
are“comfortable” with acting next time and willing to
use unconventional instruments if needed. While he
didn’t announce any new policy ideas today, he did
say that liquidity tools are one option should banks
need more funding sources to meet rising demand for
credit as the economy expands.
“We have to be mindful of mismatches between”
trends in credit demand, the repair of bank balance
sheets and the development of capital markets, he
said. “Term-funding of loans, be it on-balance sheet
-– that is, through refinancing operations -– or offbalance sheet -– that is, through purchases of assetbacked securities -– could help reduce any drag on
the recovery coming from temporary credit supply
constraints.”
The Frankfurt-based ECB is reviewing lenders’ balance
sheets to purge the system of unrecognized losses
before it takes over as supervisor in November. That
threatens to curb credit supply to the economy,
slowing growth and prices.
Draghi said after the ECB’s May 8 policy meeting,
wheninterest rates were kept on hold, that officials
are“comfortable” with acting next time and willing to
use unconventional instruments if needed. While he
didn’t announce any new policy ideas today, he did
say that liquidity tools are one option should banks
need more funding sources to meet rising demand for
credit as the economy expands.

Denmark Raises 2015 GDP Outlook as Private Spending
Improves
Denmark’s government raised its forecast for economic
growth next year amid signs that consumers are growing
more confident.
Gross domestic product will expand 2 percent in
2015, versus a December forecast for 1.9 percent,
the Copenhagen-based Economy Ministry said in
a statement obtained on by Bloomberg yesterday.
Consumer spending will grow 2 percent, more than the
1.6 percent estimated earlier.
“For 2015, when GDP growth is set to accelerate further,
a normalization of the loose fiscal policy is assumed,
including a gradual adaptation from the historically high
public investment levels in 2012-14,” the government
said.
Scandinavia’s weakest economy is showing signs of
emerging from the fallout of a 2008 burst housing
bubble that triggered a community banking crisis and
undermined household sentiment. A report this month
showed consumer confidence rose to its highest since
2007. Private spending accounts for about half Denmark’s
$350 billion economy.
Housing investment will grow 3.3 percent this year, down
from a previous estimate for 4.1 percent, according to
the Economy Ministry document. Investment growth will
slow to 2.2 percent next year, versus an earlier forecast
for 1.4 percent.
Very Critical
The government also raised its domestic borrowing
need to 116 billion kroner ($21 billion) from a December
estimate of 84 billion kroner, the Finance Ministry said
in a separate statement. The total financing need was
raised to 144 billion kroner from 112 billion kroner. The
yield on Denmark’s 1.75 percent bond due 2025 rose
2.5 basis points to 1.757 percent, compared with a 1
basis point increase on similar-maturity German bunds,
according to data compiled by Bloomberg.
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
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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