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Jamaican Stock Market

Statin Confirms Q1 Growth
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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

72,351.49
69,902.33
76,871.70
2,088.73
585.90
709.35

-284.37
-194.44
-217.43
-7.02
-10.95

Most Active Stocks
Units Traded

%

JMMB

9,074,875

23.98%

SG

7,785,493

20.57%

SGJ

5,411,252

14.30%

Top Winners & Losers This Week
$ Change

% Change

Winner: JP

+$2.62

16.77%

Winner:GLNR

+$0.05

4.50%

Loser:LIME

-$0.04

-12.12%

Loser:LASD

-$0.11

-8.46%

Economic data recently released by the Statistical Institute of
Jamaica (STATIN) confirms growth estimates made earlier by
the Planning Institute of Jamaica (PIOJ). STATIN stated that the
Jamaican economy grew by 1.6% in the first quarter of 2014
when compared to the similar quarter of 2013. This performance
resulted from increased output levels in both the Goods Producing
industries of 5.5% and Services industries of 0.3%. The increased
output in the Goods Producing industries was largely influenced
by increased activities in Agriculture, Forestry & Fishing (17.7%),
Mining & Quarrying (8.5%) and Construction (1.2%). However,
the Manufacturing industry declined by 1.2%, which is a more
significant decline relative to the estimate of -0.3% which the PIOJ
released in May. Favourable weather conditions and government
initiatives continue to be the major factors contributing to the
growth in the Agriculture, Forestry & Fishing industry. However we
are of the opinion that growth arising from the Agriculture sector
could be challenged in the second quarter (Q2) given serious
drought conditions being faced by the country which would affect
crop yields. As it relates to the Mining and Construction industries,
increased capacity at the bauxite and alumina plants was the main
factor which contributed to higher production levels while higher
output levels in Construction was impacted largely by continued
expansion in hotels and increased spending on work under the
Jamaica Development Infrastructure programme.
Higher output levels were recorded for all industries within
the Services industries with the exception of the Producers of
Government Services which declined by 0.2%. For the fiscal year
2013/2014 the economy grew by 0.9%.
Net Remittances Up 6.7%
For March 2014, net remittances were US$171.5Mn, an increase of
US$10.8Mn or 6.7% relative to the corresponding period of 2013.
The growth in net remittance inflows reflected an increase in gross
remittance inflows which was augmented by a marginal decrease
in remittance outflows. Gross remittance inflows for the month
were US$187.8Mn or 5.3% higher relative to the corresponding
month of the previous year. These inflows were above the average
of US$173.1Mn for the previous five corresponding periods.
Net remittances for the March 2014 quarter were US$461.2Mn,
an increase of US$29.8Mn or 6.9% relative to 2013. Remittances
from major source countries such as the US and UK increased
during the quarter (Q1) relative to the corresponding period last
year. With recent data from the Bureau of Labor Statistics in the

Weekly
US indicating that employment growth jumped in June
and the jobless rate is now at a six-year low, there could
be some spill over benefits to Jamaica via remittances
in subsequent periods. Remittances from Canada on the
other hand declined during Q1, which was likely influenced
by the shaky job market which would have limited the
volume of funds remitted by the Diaspora.
GOJ US$800Mn Issue
Having successfully passed the first four quarterly tests
under the Extended Fund Facility (EFF), the international
capital market has demonstrated its confidence in the
Government of Jamaica’s (GOJ) fiscal progress. GOJ
managed to successfully raise US$800Mn on July 1, 2014,
an issue that was upsized from an initial US$500Mn.
The issue which matures in 2025 carries a coupon of
7.625%. This transaction represents the lowest coupon
that Jamaica has ever paid for a long-term international
bond issue.
Specifically, the offering will allow GOJ to (i) re-finance
the 150Mn euro (~ US$200Mn) bond which matures in
October 2014, (ii) prefund maturities falling due next
fiscal year (9.00% 2015s with an issue size of US$300Mn)
and (iii) shore up its reserves to reduce its vulnerability to
market volatility and shocks.

at the last fiscal year.

JMD Money Market
JMD market liquidity remained relatively unchanged week over
week with no notable change in market rates. USD liquidity
conditions continue to be fair with some demand for longer
tenured funds from the broker market.

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

Close:
27/06/14
112.15
104.92
191.18

Close:
27/06/14
112.48
106.11
192.59

Change
+0.33
+1.19
+1.41

Market demand for funds was relatively strong last week.
Bids for funds climbed by J$0.30, based on customer
demand and moderate J$ liquidity which facilitated more
aggressive bid rates. Broker market bid rates traded in the
range J$112.60 – J$112.90. The WASR closed the month of
June at J$112.48:US$1.00.

Why the Bond is attractive?
The new 7.625% Jaman 2025s has gained a lot of interest
particularly from overseas institutional investors. As such,
the offer was oversubscribed by as much as 6X. We expect
the price to rally given the significant initial interests as
investors who did not get a chance or the desired amount
in the initial offer will seek to acquire the remaining bonds
on the secondary market.
Improving fundamentals of the issuer will bode well for
the rally in bond prices. GOJ has recently passed its fourth
IMF test and its bond issues have benefited from renewed
confidence in its fiscal program. Jamaica’s fiscal deficit has
been improving. With improving growth (albeit slow), a
primary balance of 7.5% and 0.1% fiscal deficit target, the
economic climate is currently more favourable than that
of a Barbados which has a BB- rating from S&P. Of note,
ratings agencies are seemingly slower to issue an upward
revision to an issuer’s credit rating than a downgrade.
That said, GOJ’s B- rating may stay in place a while longer,
however, improving conditions bodes well for at least an
improvement in the ratings outlook in the near term from
stable to positive. We note the fact that S&P expected
GOJ to meet its fiscal target of 0.4% and reduce current
account deficit to 10%, both of which were exceeded as
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GOJ Globals
Bond trading was mainly centered around the new Jaman
2025 that was launched this week. The total size offered
was US$800M with news of the deal being 8x oversubscribed. The coupon on the bond is 7.625% and bids and
offers closed the week at 101.50 by 101.75 respectively.
There was no reported trading on JMD local bonds.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.500

103.000

0.96%

2015

104.250

105.500

2.85%

2017

114.250

116.250

4.69%

2019

107.000

109.000

5.44%

2022

124.250

126.250

7.07%

2025

113.750

115.750

7.19%

2036

103.000

105.000

8.01%

2039

96.000

98.000

8.19%

Offer Yield*

International News
U.S. employment growth jumped in June and the jobless rate
closed at a six-year low, giving evidence the economy was
growing briskly into the second half of the year. Employment
has now grown by more than 200,000 jobs in each of the
last five months, a stretch not seen since the technology
boom in the late 1990s. That added to signs a plunge in
economic output in the first quarter was a weather-driven
anomaly.American companies are finally getting comfortable
enough with the economy’s prospects to add new workers
at a very healthy pace, after years of saying they lacked
the confidence to hire people aggressively during a fitful
recovery.
President Mario Draghi indicated that a raft of policy
measures introduced last month will help lift inflation and
support bank lending but the European Central Bank stands
ready to create money in future if required. The ECB left
interest rates steady a month after cutting them to record
lows and pushing the deposit rate into negative territory for
the first time - effectively charging banks for holding their
money overnight to prompt them to lend to businesses.
The measures unveiled in June also included extending the
duration of unlimited cheap liquidity for banks until the end
of 2016, and offering them a four-year loan plan. Detailing
the loan plan, Draghi indicated that banks must use the new
funds to lend or else they will be made to pay back the money.
Last month’s measures had further loosened the euro zone’s
monetary policy stance.
China Faces Yuan on Yuan as U.S. Decries Weak Currency
Among the half-dozen U.S. Treasury officials traveling to
Beijing for talks with their Chinese counterparts this week,
Sharon Yuan will, as usual, carry the heaviest suitcase.
Yuan’s stuffed gray Travelpro befits the scope of her two jobs.
As head of the department’s trade and investment policy
and its chief China coordinator, she often arrives before her
colleagues and makes multi-city stops. After the July 9-10 U.S.China Strategic and Economic Dialogue, she’s off to Brussels
for trade talks.
The immediate task before the Taiwan-born Yuan is persuading
a slow-moving Chinese government to allow greatermarket
access for U.S. businesses. She’s Treasury Secretary Jacob
J. Lew’s everyday liaison with the world’s second-largest
economy as they press China to quicken its economic opening
and increase the value of a currency that happens to be called
*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 yuan.
How China implements its reforms will matter greatly to the
United States and our ability to compete on a level playing
field,” Yuan, 37, said in an interview. A good outcome in
Beijing this week would be “to make as much incremental
progress as we can” and put “some flesh on the bones”
of China’s pledge to move toward a more market-oriented
economy, she said.
Her importance is elevated because the department has
vacancies in the top two international affairs positions.
Nathan Sheets, nominated by President Barack Obama to be
undersecretary, and RaminToloui, selected as an assistant
secretary, have yet to be confirmed by the Senate. Sheets
has been working as a counselor to Lew since February and
will be taking part in the Beijing talks.
Closed Markets
“The most important issue for the U.S. is that China still has
a lot of markets that are closed to exports, and probably
more important, to foreign investment -- in sectors like
financial services, media and telecom,” said David Dollar,
a senior fellow at the Brookings Institution in Washington
who was based in Beijing for the Treasury from 2009 to
2013.
Yuan brings a lawyer’s precision to the talks, as well as some
understanding of Mandarin, which she learned growing up
from her Chinese father and Taiwan-born mother. She spent
her first 18 months in Taiwan before moving to Southern
California.
Yuan went to the Treasury in 2009 as deputy assistant
secretary for trade and investment policy after six years
at Sidley Austin LLP, where she was a trade attorney and
worked on investment disputes.

German Industrial Output Falls in Sign of Slower Growth
German industrial output dropped for a third month in May
amid signs Europe’s largest economy is taking a breather.
Production, adjusted for seasonal swings, fell 1.8 percent from
April, when it declined a revised 0.3 percent, the Economy
Ministry in Berlin said today. Economists forecast output to
remain unchanged, according to the median of 35 estimates
in aBloomberg News survey. Production rose 1.3 percent in
May from the previous year when adjusted for working days.
While Germany’s economic trend points “upward significantly,”
growth probably slowed in the three months through June,
the Bundesbank has said. Factory orders fell more than
economists expected in May, Ifobusiness confidence dropped
to a six-month low in June, and unemployment rose for a
second month.
There was a little dent in the second quarter,” said JensOliver Niklasch, a fixed-income strategist at Landesbank
Baden-Wuerttemberg in Stuttgart. “But generally speaking,
the German economy is in quite good shape and there’s no
reason for concern as growth rates will remain solid.”
Manufacturing fell 1.6 percent, with intermediategoodsproduction (GRIPIMOM) dropping 3 percent and
consumer-goods output down 3.5 percent, today’s report
showed. Investment-goods production rose 0.3 percent and
energy output was up 1 percent, while construction slumped
4.9 percent.
Geopolitical Tensions
The economy ministry said the decline in output was primarily
due to the timing of the May 1 holiday and should only be
temporary.
“Sentiment indicators and the overall economic fundamentals
suggest the upswing in industrial production will continue in
the course of the year after a weaker second quarter,” the
ministry said in a statement.
While Germany remains the driving force for the euro-area’s
yet-lackluster recovery, recent data suggest that tensions
between Russia and Ukraine are weighing on confidence and
business prospects. Investor confidence as measured by the
ZEW research institute dropped for a sixth month in June to
the lowest level since December 2012.
The 18-nation euro-area economy grew just 0.2 percent at
the beginning of the year, compared with an expansion of
0.8 percent in Germany, and the European Central Bank has
warned that a prolonged period of low inflation could hamper
the recovery.
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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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