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Jamaican Stock Market
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BOJ Intervenes in Foreign Exchange
Market
The Bank of Jamaica (BOJ) made an unusual move last
week by publicly announcing to the market its intention
to intervene prior to the actual intervention date. The
preemptive announcement was likely made to quell market
anxiety considering that the dollar continues to trade
at new highs on almost a weekly basis, with the pace of
depreciation hastening over the past two weeks. On July
10th the BOJ entered the market for the sixth time since
the start of the year, selling approximately US$50Mn, being
the largest volume sold by the Central Bank year-to-date.
Prior to intervention the dollar closed as high as $112.74. (a
6.0% decline since the start of the year and 10.8% relative
to the prior year. Despite an improvement in remittances,
the end of the winter tourist season has affected inflows
which has lagged demand.

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

72,707.19
70,617.93
77,671.87
2,084.78
585.90
675.01

+355.70
+715.60
+800.17
-3.95
-34.34

Most Active Stocks
Units Traded

%

KLE

7,181,043

35.29%

SG

3,451,398

16.96%

JMMB

2,013,808

9.90%

Top Winners & Losers This Week
$ Change

% Change

Winner:KW

$0.80

+15.38%

Winner:GENAC

$0.10

+7.14%

Loser:AFS

-$3.50

-25.93%

Loser:PURITY

-$0.10

-12.50%

The Governor indicated that the intervention was a
calculated move to prevent disorderly conditions in the
market, and the rapid rate of depreciation within the last
few weeks was not justified by any fundamentals in the
market. Given the success of the recent IMF test and the
government’s success in raising US$800Mn via bond issue,
the BOJ believes that this is indicative of greater confidence
in the economy and as such the rapid pace of depreciation
is unjustified. The Bank normally intervenes in the market
to prevent disorderly conditions from emerging and to
smooth out demand and supply imbalances, in support of a
flexible, market determined exchange rate. Intervention was
also premised on the basis that while conditions have not
become disorderly, there is the potential for this to happen
if market conditions are unchecked. An accelerated pace
of depreciation poses a threat to the BOJ’s 7.0% to 9.0%
inflation target for the current year, and also has negative
implications on the government’s goal of improving the pace
of economic growth.
Kremi Posts Strong Earnings
Caribbean Cream Ltd’s (KREMI) net profit for the first
quarter of its 2014/15 financial (FY 2014/15) moved up

Weekly
by a convincing 79.4% to $16.48Mn (EPS: $0.04).
The significant outturn in earnings was primarily
driven by higher demand for the company’s product
through increased market presence and penetration.
The launch of intense marketing strategies across
the island resulted in revenues being 19.4% higher
than the corresponding prior year period. As such,
the company ended the first quarter with revenues
of over $251.54Mn. Despite facing challenges of a
9.2% increase in cost of sales due to an increase
in the cost of imported raw material inputs given
the continued devaluation of the Jamaican currency,
Kremi managed to improve its gross profit margin by
7% to 27.4%. However, as the company continues the
execution of its expansion and marketing strategies,
its operating costs have weighed on its outturn.
Administrative expenses jumped 42.5% meanwhile
more robust marketing efforts resulted in its sales
and distribution expenses being approximately 2.48X
larger than the first quarter of the FY2013/14. Overall,
operating expenses totaled $47.06Mn as opposed to
$29.68Mn in the same period last year. However,
strong earnings outturn resulted in the company
realizing a net profit margin of 6.6%, which was just
about 220 basis points higher than last year.
Going forward, we anticipate that Kremi will continue
to benefit from increased market penetration
through its marketing campaigns. Management’s
launch of its major June 2014 marketing campaign
is likely to benefit the company through increased
market reach and capturing greater market share of
the lower end of the ice cream market. This should
help to bolster revenues as consumers search for
lower cost alternatives in light of lower consumer
disposable income and challenging economic times.
Additionally, planned improvements in Kremi’s
manufacturing equipment bode well for the company
expanding its ability to meet consumer demand. As
the company expands, higher marketing spend and
capital expenditures is likely to be realised in the
future.

JMD Money Market
The Bank of Jamaica issued a 365-days and 552days VR CD with initial coupon of 8.62% and 8.64%,
respectively. The instruments opened on Tuesday, July
8th and are scheduled to close on Monday, July 14th.
Total participation at the end of trading on Friday was
a combined J$879M. 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 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:
04/07/14
112.48
106.11
192.59

Close:
11/07/14
112.69
105.33
192.66

Change
+$0.21
-$0.78
+$0.07

The BOJ intervened in the market on Thursday, selling
approximately US$50M at a rate of $112.69 for resale
at $112.74. Prior to intervention the dollar traded as
high as $113.50, but demand was later cooled once the
BOJ entered the market. On Friday the dollar closed at
a weighted average selling rate of J$112.69.
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GOJ Globals
The new Jaman 2025’s dominated trading with bids
and offers closing the week at 101.70 by 101.85.
Activity was limited on the rest of the curve; offers
came out on the Jaman 2017 and Jaman 2025 at
114. There was no reported trading on JMD local
bonds.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.500

103.000

-0.12%

2015

103.750

105.750

2.34%

2017

113.500

115.500

4.88%

2019

106.250

108.255

5.62%

2022

123.000

125.000

7.24%

2025

101.625

102.125

7.32%

2036

102.250

104.250

8.08%

2039

95.000

97.000

8.29%

Offer Yield*

International News
Peru’s local bonds rallied to a seven-month high and
the Peruvian currency declined after the central bank
unexpectedly cut borrowing costs for the first time
in eight months as the economy grows at its slowest
pace since 2009. The Notes due in 2020 climbed to
115.02. Yields fell three basis points to 4.93% and were
down four basis points for the week. The central bank
lowered the overnight rate by a quarter-percentage
point to 3.75% after the economy expanded in April
at its slowest pace since the 2009 recession. Peru
joins Mexico and Chile, where policy makers have also
cut interest rates this year to shore up investment.
Policy makers reiterated their forecast for inflation to
converge with the target range of 1% to 3% this year
and ease to 2% in 2015. Economic indicators suggest
activity is weaker than expected, though belowpotential growth is expected to be temporary. Peru’s
$200Bneconomy expanded 2% in April from a year
earlier amid contractions in mining and construction.
That comes after a decade of annual growth averaging
6.3%, the fastest pace in South America. The economy
is growing below potential and should that continue for
longer than desired, there could be another reduction in
the benchmark rate.
Draghi Seen Delivering $1 Trillion to Banks in ECB Offer

Mario Draghi’s newest stimulus tool will hand banks more
than 700 billion euros ($950 billion) of cheap funding,
economists say.
The European Central Bank president’s targeted lending
program for banks will boost credit for the real economy
as planned, and at the same time help keep the financial
system flush with cash, according to the Bloomberg
Monthly Survey of 45 economists. Draghi may address the
topic today when he testifies at the European Parliament
in Strasbourg for the first time since elections in May.
The ECB has identified lending to companies and
households as a key weakness in the euro area’s fragile
recovery. The so-called TLTRO program, part of a wider
package of measures announced in June, offers as much
*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.

3

Weekly

as four years of low-cost funding tied to bank lending
that Draghi said this month could ultimately provide
as much as 1 trillion euros
China’s Local Governments Pile on Stimulus
China’s regional governments are starting to pull out
their own stimulus cards to shore up growth as central
authorities limit aid for the economy.
Northern Hebei province, whose 4.2 percent firstquarterexpansion pace was less than half that of a year
earlier, will invest 1.2 trillion yuan ($193 billion) in areas
including railways, energy and housing. Heilongjiang
province in the northeast, with 2.9 percent growth
that was China’s lowest in the first quarter, will spend
more than 300 billion yuan over two years in areas
including infrastructure and mining.
Any borrowing to fund the investment risks exacerbating
financial dangers from local-government debt that
swelled to about $3 trillion as of June 2013. While
Premier Li Keqiang is trying to expedite spending from
existing budgets and avoid broad stimulus, provinces
such as Hebei are facing bigger shortfalls on their own
growth goals than Li is with the nationwide target of
about 7.5 percent.
“The motivation is there -- currently GDP is still the
key performance indicator for local officials,” said
ShenJianguang, chief Asia economist at Mizuho
Securities Asia Ltd. in Hong Kong, who previously
worked at the European Central Bank. The challenge
for local governments is to find financing at a time
when bank loans and shadow banking are constrained,
Shen said.

India June Consumer Inflation Eases BeforeRajan
Review
India’s consumer prices rose at the slowest pace since
January 2012, easing pressure on central bank Governor
RaghuramRajan to keep interest rates elevated as he
fights Asia’s second-fastest inflation.
Consumer prices rose 7.31 percent in June from a year
earlier, compared with 8.28 percent in May, the Statistics
Ministry said in a statement. That’s the slowest pace
since the index was created, and compares with a 7.7
percent median estimate in a Bloomberg News survey.
The wholesale-price index increased 5.43 percent after
a 6.01 percent gain in May, the Commerce Ministry said
earlier today.
Rajan signaled last month he’d ease monetary policy
if consumer-price inflation was on pace to fall below 8
percent in January 2015, a glide path he adopted earlier
this year. Finance Minister ArunJaitley this month kept a
target to lower the budget deficit to a seven-year low as
a weak monsoon and rising fuel prices threaten to boost
spending on subsidies.
“Both headline numbers have surpassed expectations,
but the Reserve Bank of India has said they are focused
on sequential momentum before taking any action
on monetary policy,” said RupaRege-Nitsure, chief
economist at Bank of Baroda in Mumbai. “The RBI will
undertake assessment of the monsoon in September
but even then I don’t expect any decisions on interest
rates this calendar year.”

The world’s second-largest economy probably
expanded 7.4 percent in the April-June period from a
year earlier, based on the median estimate of analysts
surveyed by Bloomberg News. That would be the
same pace as the previous period, which was the
weakest in 18 months.
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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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