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Jamaican Stock Market

GK Makes Strides
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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

72,755.38
71,308.03
78,443.53
2,099.95
585.90
610.04

-539.51
-403.77
-451.48
-34.94
-17.24

Most Active Stocks
Units Traded

%

LASD

7,749,700

34.79%

LASM

2,823,310

12.67%

JMMB 8.75%

2,627,970

11.80%

Top Winners & Losers This Week
$ Change

% Change

Winner:KLE

$0.05

5.26%

Winner:PIL

$0.01

5.88%

Loser:KREMI

-$0.09

-12.86%

Loser:CBNY

-$0.01

-11.11%

GK closed the half year mark of its financial year with a creditable
performance as earnings attributable to owners increased by
20.6% to $1,679Mn(EPS:$5.07). While all business segments
saw growth in revenues, only its insurance and money services
segment posted improvement in pre-tax earnings. GK Money
Services continues to be a major source of strength for the group
as evidenced by its healthy profit margin of 34.6% during the
period and revenue and pre-tax earnings growth of 18.7% and
24.8% respectively. Money Service operations within the Jamaican
and Guyanese markets were the primary catalyst to the outturn
for the division. The insurance segment showed good recovery,
demonstrated by growth in profit which reflected improved
underwriting performance and the absence of extraordinary claims
losses experienced in 2013. From a pre-tax earnings standpoint,
GK Foods saw a 10.8% decline in earnings to $660.6Mn which was
impacted by depreciation of the JMD and the consequent effect on
operating costs and margins. In an effort to limit the exposure to
the vagaries of the Jamaican market and to reduce concentration
risks, the company continues to execute on its strategy to become
a “Global Consumer Group”. To this end, the GK recently acquired
the assets and brands of a US foods business, La Fe Foods Inc.
La Fe Foods Inc is a full service distributor of a range of over
1,400 products in the categories of grocery, frozen, dairy and
beverages. The company represents top brands of food products
from the Caribbean, Central America, South America and Europe.
The acquired business has revenues of approximately US$80Mn,
which is expected to widen GK’s top-line, and should assist in
shoring up bottom-line, once costs are contained.
On May 30th, GK sold First Global Financial Services to Proven
Investments for $3.05Bn. This will allow the group to concentrate
on its core business and reallocate capital to areas of the business
with greater value added. The stock is currently trading at a price
to book of 0.52X.
Earnings-Access Financial
While the legal proceedings surrounding the CEO of AFS took
centre stage in the last few months, there was no bearing on the
company’s performance, as earnings grew by 21.7% during the
six month period of its financial year to $145.4Mn(EPS:$0.53).
Total loan disbursements expanded by 28% during the period
which assisted in bolstering interest income from loans by 36% to
$473Mn. Interest expense remained a small percentage of total
interest income (6%), and as such AFS saw strong growth in net
interest income (NII). Net Operating income stood at $521Mn and
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was also helped by non-interest bearing activities.
Operating expenses grew by 46.7% which reflected
allowances for credit losses attributed to the increase in
the number of major employer groups that did not make
timely submissions of salary deductions to AFS. This was
particularly acute among customers who are government
employees. AFS has indicated that corrective action
has been taken and it is anticipated that a reduction in
allowances for credit losses could be seen in upcoming
quarters.
LASM Reports Flat Performance
Lasco Manufacturing Limited (LASM) reported earnings of
$141.24Mn (EPS: $0.03) for the first three months of its 2014
financial year (FY2014/2015). This represents a minimal
1.8% year-on-year increase in profit when compared with
corresponding 2013 period. An improvement in consumer
confidence and consumer spending positively impacted
the company’s top-line growth in the first quarter (Q1).
Revenues ended the period at $1,077.58Mn, 27.9% higher
than last year. However, the continued devaluation of the
Jamaican dollar and its impact on cost of sales resulted
in a marginal decline in gross profit margin from 29.7%
in Q1 2013 to 29.3% in Q1 2014. Although all income
lines registered year-on-year improvement relative to the
previous Q1, higher expenses prevented a more impressive
net profit outturn. An increase in staff complement and
higher overheads costs contributed to a 28.9% increase
in operating expenses. In addition to this the company
was a major sponsor of the 2014 FIFA World Cup which
resulted in higher marketing expenses. Overall, operating
costs was $143.20Mn for the three month period while
finance costs moved up from $0.45Mn in Q1 2013 to
$31.83Mn in Q1 2014. As such, the company’s net profit
margin declined from 16.5% to 13.1%.

JMD Money Market
The Bank of Jamaica (BOJ) closed another round of VR CDs
on Thursday, July 31, 2014. The 364- and 552-days issues
with initial coupon of 8.47% and 8.49%, respectively closed
with a combined participation level of $980M. JMD market
liquidity levels remained relatively unchanged, however,
market rates declined sharply at the end of the week amid
growing concerns surrounding the level of funding cost from
various market players.
The Central Bank also closed a 4- and 5-years USD CD last
week. Total take-up on these CDs was $122M at the end of
trading on Thursday when the issues closed. The BOJ closed
its early redemption offer on a series of USD CDs which were
slated to mature in 2016. In an advisory to the market, the
Central Bank advised that it received applications for only
$70M of the $150M it intends to redeem. The BOJ also advised
that it will make a further announcement on whether it will
exercise the prepayment option on these instruments thereby
forcing the redemption of the additional $80M. USD market
liquidity continued to be high last week with broker market
rates decreasing even further.

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

Close:
25/07/14
112.87
104.89

Close:
31/07/14
112.85
103.86

Change
-$0.02
-$1.03

J$/GBP£1
192.08
191.11
-$0.97
Market activity remained relatively subdued for another
week. On Thursday the dollar closed at a weighted average
selling rate of J$112.85:US$1.00.

We anticipate continued growth in revenues for the rest of
the financial year given improvement in the local economy
and higher consumer confidence. Additionally, increased
product offerings due to the completion of its new
manufacturing facility bode well for the future prospects
in the market. However, high cost levels could continue to
impede stronger net profit growth
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GOJ Globals
Jaman global bond trading activity was dominated by the
new 2025 with the bonds trading as high as 106.75. There
were also trades on 19s at 109. Market volume remained
low as buyers continued to outnumber sellers. Local currency bond trading was again limited to retail size volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.000

102.000

1.35%

2015

103.250

105.500

2.18%

2017

114.000

116.000

4.60%

2019

108.000

110.000

5.11%

2022

124.250

126.250

7.03%

2025

106.000

107.250

6.61%

2036

104.750

106.750

7.85%

2039

97.750

99.750

8.02%

International News
Argentina defaulted for the second time in 12 years after
last-ditch talks with creditors failed. After a long legal
battle with hedge funds that rejected Argentina’s debt
restructuring following a 2002 default, Latin America’s thirdbiggest economy failed to strike a deal in time to meet a
midnight payment deadline. The immediate focus was on
whether this would be declared as a credit event. Any such
ruling would set off a series of insurance payments and give
most of Argentina’s current bondholders the right to demand
their money back immediately.

Offer Yield*

Over in the US, consumer confidence retreated last week to
an almost two-month low as limited wage growth chipped
away at perceptions about personal finances. Consumers were
also less enthusiastic about the buying climate, a reflection
of stagnant paychecks. Despite the falloff in confidence,
statistics from the labor market are telling a slightly different
story. A recent report from the Labor Department has
indicated that fewer Americans filed applications for jobless
benefits over the past month than at any time in more than
eight years. The four-week average of jobless claims, a lessvolatile measure than the weekly figure, dropped to 297,250,
the lowest since April 2006. Claims in the period ended July
26 climbed to 302,000 from a revised 279,000 the prior week
that was the lowest since 2000
U.K. Homebuilding Expands at Fastest Rate Since 2003
U.K. homebuilding expanded at the fastest pace in more than
a decade in July as record-low interest rates and government
stimulus measures helpedconstruction grow for a 15th
month.
Markit Economics said its Purchasing Managers’ Index for the
industry declined to 62.4 from 62.6 in June. Economists had
predicted a steeper drop to 62. A gauge of residential building
rose to 68, the highest level since 2003, and job creation
increased at the fastest since the survey began in April 1997.
The data add to evidence that the economy is strengthening
in the third quarter and signal a rebound for construction after
official data showed a 0.5 percent contraction in the three
months through June. A survey of Bank of England agents in
July reported “activity had continued to rise strongly.”
“Construction companies have performed impressively so far
this summer,” which may counter the weakness seen in the
official data, said Tim Moore, an economist at Markit in London.
*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 “sector is enjoying its strongest cyclical upswing since
the global financial crisis.”
BOE officials are due to meet this week to discuss the latest
economic data and will probably leave their key rate at a
record-low 0.5 percent. While Governor Mark Carney has
said the time to normalize rates is “edging closer,” he’s also
said there’s room for more spare capacity to be eroded
before tightening begins.
‘Favorable Conditions’
The strength in homebuilding was attributed to “favorable
funding conditions and strong demand for new housing
starts,”Markit said. An index of civil engineering also
expanded at a sharper pace in July and a gauge of
commercial construction weakened.
The government has stimulated homebuilding by offering
equity loans and mortgage guarantees to home buyers.
The Greater London Authority is offering interest-free credit
to affordable home developers as it seeks to increase the
number of dwellings being built.
Berkeley Group Holdings Plc, a homebuilder focused
on London and southeast England, in June reported a
40 percent increase in annual earnings as the company
constructed almost a third more homes than at the market’s
2007 peak.
The Bloomberg EMEA Home Builders Index of 11 stocks
has dropped 2.3 percent this year, while the benchmark
FTSE 100 Index has lost 1.1 percent.
Ghana Turns to IMF for Help as Currency Crisis Deepens
Ghana will seek immediate talks with the International
Monetary Fund to help stem the world’s worst currency
slide, ending four months of contradictory statements from
the government about whether it needs emergency aid.
Yields on the nation’s Eurobonds due August 2023 fell
the most in more than two weeks after President John
DramaniMahama instructed his economic advisers to “open
discussions” with the Washington-based lender. Ghana’s
programs with the IMF are typically two to three years
and the government must still decide how much funding it
needs, Finance Minister Seth Terkper said by phone from
Washington today.
If only the government can be disciplined to take the
prescription, at least it will help the decay,” Anthony Kofi
Asare, head of treasury at Ghana Commercial Bank Ltd.,
the nation’s biggest lender by branches, said phone from
Accra, the capital. “Where we’ve reached now there’s a

Japan Inc. Seeks to Recover Influence in Brazil
In the 1950s, Japan helped Brazilestablish industries such as
steelmaking and initiated key purchases of Brazilian iron ore.
Now the Asian nation is seeking to regain influence in Latin
America’s largest economy, where China is the No. 1 trading
partner.
Japan has signed deals from energy to food and health care
during Prime Minister Shinzo Abe’s visit to the country, the first
by a Japanese leader in a decade. Abe wants to strengthen
ties with Brazil, where about 1.6 million people of Japanese
descent live, as he urges his country’s companies to seek
more business outside their domestic market.
Top representatives from Toyota Motor Corp., Nippon Steel &
Sumitomo Metal Corp. and Sumitomo Mitsui Financial Group
Inc. were among the business people accompanying Abe in
Brasilia andSao Paulo, the last destinations of a nine-day tour
through Latin American and the Caribbean. Brazil is important
for Japan because it has industries such as infrastructure and
is a safe jurisdiction, said Yutaka Kase, the chairman of Tokyobased commodity supplier Sojitz Corp.
“There are the conditions” to invest, he said during an
interview in Sao Paulo, where he was part of the business
delegation traveling with Abe. “Of course there are so many
things to solve, but this is a country with more potential.”
Sojitz, which in 2011 teamed up with Japanese and South
Korean steelmakers to buy a 15 percent stake in niobium
producer Cia. Brasileira de Metalurgia&Mineracao for $1.95
billion, is now pursuing opportunities in agriculture and
logistics in Brazil, Kase said.
‘Lost Time’
Japan has in recent years lost ground in Brazil compared with
European and South Korean companies in industries such as
carmaking and electronics, said Luiz Fernando Furlan, Brazil’s
former trade minister and board member of food processor
BRF SA. The four Japanese automakers operating in Brazil
combined produce fewer cars than Fiat SpA, Volkswagen AG
or General Motors Co., he said.
“Japan not only lost time in relation to China but also others,”
he said. “Korean and Chinese companies are leading the
electronics markets in the region.” Japan has a renewed
business interest for Brazil and the region as Abe’s economic
policies revitalize the country, according to Kuni Sato, a Japan
foreign ministry spokeswoman.
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
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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