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Jamaican Stock Market
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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

73,593.14
72,007.93
79,226.14
2,105.53
585.90
629.39

+837.76
+699.90
+782.61
+5.58
+19.35

Most Active Stocks
Units Traded

%

CFF

44,078,122

73.51%

LIME

4,256,679

7.10%

CPJ

2,642,967

4.41%

Top Winners & Losers This Week
$ Change

% Change

Winner:LIME

$0.09

30.00%

Winner:CCC

$0.46

18.11%

Loser:AMG

-$0.43

-14.88%

Loser:CPJ

-$0.14

-5.69%

Tax
Concession
Benefits
Disposables & Supplies Limited

Medical

For the first quarter of FY2014/15, Medical Disposables & Supplies
Limited (MDS) reported earnings of $16.9Mn which represented a
54.6% increase over the corresponding period last year. However
this mainly reflected the tax concession from its junior market listing
as earnings grew by just 13% from a pre-tax earnings standpoint.
MDS is a distributor of pharmaceutical products and disposable
medical supplies. Initially, the company specialized in medical and
hospital supplies and disposable items, such as surgical masks,
gloves, tubes, gauze, and adhesive and other bandages. Over
the years it expanded into the distribution of pharmaceuticals
and health and personal care items and other consumer goods.
During the quarter MDS generated sales revenues of $257.2Mn
compared to $204.6Mn an increase of 25.7%. The main reason
for the growth in revenue was due to the strategic focus on new
and wider product offerings and greater market penetration. Cost
of sales grew at a slightly slower pace relative to revenues which
resulted in gross profit growth of $13.9Mn. This improvement was
due to the product sales mix and increases in sales of products
with higher margins.
There was a significant increase in operating expenses, up
49.7% to $46.1Mn. This increase was driven primarily by staff
related expenses, professional fees and special bank charges.
Staff related expenses, in particular, were driven by the decision
to realign the staff complement and compensation. The hefty
increase in expenses eroded the growth in revenues and resulted
in a decline in operating incomefrom $20.8Mn to 19.4Mn. There
were, however, benefits to be had from non-core activities which
gave support to earnings. Finance costs declined by $2m as funds
raised in the Initial Public Offering were used to pay down interest
bearing debt, while excess funds were placed in interest bearing
facilities to yield increased interest income of $1.1Mn relative
to $13,515 in finance income in the corresponding prior year
period.
Since listing, MDS’ share price has appreciated from $1.83 to
$1.99.
LASD Posts Decline
LASCO Distributors Limited (LASD) ended the first quarter of
its 2014/15 financial year with a 44.6% year-on-year decline in
its earnings to $90.90Mn (EPS: $0.027). This significant decline
in its performance was as a result of operating costs outpacing
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the growth in revenues. Revenues moved up by 3.3%
to $2,385.13Mn given relatively flat demand for its
products. However, the negative impact of the volatility in
the Jamaican dollar resulted in higher cost of sales and a
180 basis points decline in gross profit margin to 18.2%.
On the cost side, significant investments in LASD’s selling
and marketing efforts pushed operating expenses up by
19.5% to $360.81Mn. Consequently, net profit margin fell
from 7.1% in Q1 2013 to just 3.8% in Q1 2014.

JMD Money Market

Year to date, LASD’s share price has declined by 18.5%
to $1.07.

The Central Bank also issued a 4- and 5-years USD CD
which had a combined take-up of $10K. The instruments are
scheduled to close on August 13, 2014. USD market liquidity
levels remained unchanged last week with significant liquidity
levels leading to a further fall off in broker market rates.

Jamaica’s July 2014 Net International Reserves at a 3 year
High
Net International Reserves (NIR) as at July 2014 was
US$2,181.53Mn; the highest since June 2011. After
declining in May 2014, the NIR coffers received a well
needed boost thanks to US$800Mn the Government
received from the issuance of a global bond slated to
mature in 2025. In light of this foreign assets climbed
from $2,016.53Mn in June 2014 to US$2,809.99Mn as
at the end of July. After months of hovering just above
the critical 12 weeks of goods and services imports
benchmark, July’s NIR levels are currently sufficient to
cover approximately 20.30 weeks of goods and services
imports. The government is expected to draw down
on US$200Mn of the Reserves later this year to fund a
maturity in October.

On August 8th , the Bank of Jamaica issued a 364- and 552-days
VR CD with initial coupons of 8.47% and 8.49%, respectively.
The issues, which are scheduled to close on August 15, 2014,
had total participation of $276M at the end of their first day of
trading. JMD market liquidity remained relatively unchanged
last week despite a further decline in market rates. Despite
OMO maturities of $5.4B, liquidity conditions are not expected
to change significantly this week.

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

Close:
31/07/14
112.85
103.86
191.11

Close:
08/08/14
112.82
102.95
189.77

Change
-$0.03
-$0.91
-$1.34

The end user market was not overly active for another
week which helped to moderate the demand for the USD.
The greenback was quoted as high as J$113.20:US$1.00 in
some circles, and as low as J$112.80:US$1.00 during the
week. The dollar closed on Friday at a weighted average
selling rate of J$112.82:US$1.00, which represented a $0.03
appreciation over the previous week.

2

Weekly
GOJ Globals
Jaman global bond trading activity was centred on the
new 25s with the bond closing the week being offered
at 106.75. Activity was low with a lot of investors out on
vacation. Trading in local currency bonds was limited to
retail size volumes

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.000

102.000

0.69%

2015

103.250

105.500

2.05%

2017

113.750

115.500

4.75%

2019

108.250

110.250

5.03%

2022

124.250

126.250

7.02%

2025

114.750

116.750

7.06%

2036

104.750

106.750

7.85%

2039

97.750

99.750

8.02%

Offer Yield*

International News
Signs that the Italian economy is still deep in a recession has
been affirmed following economic data which indicates the
economy contracted for the 11th time in the past 12 quarters. GDP fell 0.2% from the previous three months, when it
declined 0.1%. Continued weakness in Italy’s economy drew
the attention of the President of the ECB, who indicated that
Italy had not done enough to reform its labor market, bureaucracy or judicial system, resulting in an unfavorable climate for investment. The economy is now expected to post
little or no growth this year, compared with the government’s
official forecast in April of a 0.8% expansion. Given the challenges we expect that yields on Italian bonds will continue
to widen as investors attach a higher premium to holding the
country’s bonds.
Italy has recently responded to these challenges by pushing
through a package of support measures for the economy.
The plan is expected to offer help to businesses in the form
of tax credit for firms that make new investments in machinery and new rules allowing insurers and credit funds to lend
directly to business. Minor measures affecting areas from agriculture to the environment were also included.
Europe’s Growth Engine Stutters as Spain Beats Germany
Germany probably underperformed Spain last quarter for the
first time in more than five years as the euro-area recovery
almost ground to a halt. After leading the currency bloc out
of its longest-ever recession last year, Europe’s largest economy shrank in the three months through June, according to a
Bloomberg News survey before data this week. The downturn
in the region’s powerhouse highlights the fragility of a revival
that European Central Bank President Mario Draghi has described as modest and uneven.
The 18-nation euro area is struggling to boost growth and
inflation (ECCPEMUY) even amid unprecedented ECB stimulus, with Draghi citing inadequate structural reforms as a key
reason. While the German data is distorted by mild winter
weather that front-loaded output earlier in the year, Bundesbank President Jens Weidmann has warned the country must
also adjust or risk losing its role as a growth engine.
This week’s reports “will probably underline that the problems
in the euro zone have moved north,” said Ralph Solveen, an
economist at Commerzbank AG in Frankfurt. “The weak recovery will definitely provide the doves in the ECB Governing
Council with a weighty argument to demand further expan*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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sionary measures.”
German GDP shrank 0.1 percent in the three months
through June, the first contraction since 2012, according to the median estimate in the Bloomberg survey. The
economies of the euro area and France grew 0.1 percent,
separate surveys show. The reports will be published on
Aug. 14 along with those for the Netherlands, Austria and
Portugal.
Reform Call
Spain posted an expansion of 0.6 percent in the same period, the National Statistics Institute said last month. Italian GDP fell 0.2 percent, after a 0.1 percent decline in the
previous quarter, taking the country into its third recession
since 2008. Draghi took aim at Italy last week for lack of
progress in reforms.
“It’s pretty clear that the countries that have undertaken
a convincing program of structural reforms are performing
better, much better, than the countries that have not done
so,”he said on Aug. 7 in Frankfurt after the ECB left interest
rates unchanged at record lows.
Italian Prime Minister MatteoRenzi responded that he
agreed with Draghi that his country must become more
competitive. He took a step in that direction last week when
the Senate approved a bill that aims to strip the chamber
of powers and streamline political decision-making. He also
told the Financial Times that his model “is not Spain, but
Germany.”
German Economy Backbone Bending From Lost Russia
Sales
MWL ApparateBau GmbH, based in the eastern German
town of Grimma, has relied on strong ties with Russia to
bolster business. Today, those links don’t mean much.
The maker of equipment such as pressure vessels and hot
water tanks for the chemical and petrochemical industries
has seen a “significant” decline in orders in the last six
months due to the crisis, sales chief Reinhard Weber said.
The company has annual revenue of about 20 million euros
($27 million).
“There are two contracts from Russia we didn’t get and we
think that’s for political reasons,” Weber said in a telephone
interview. “They’re afraid of sanctions being extended -that they will make an order and that we won’t be able
to fulfill it because of political decisions in Germany or Europe.”

Job Market Tilts Toward U.S. Workers in Virtuous Cycle:
Economy
The balance of power in the job market is shifting slowly
toward employees from employers.
Bob Funk sees it firsthand from his position as chief executive
officer of staffing agency Express Employment Professionals.
“We’re short of people in a number of cities,” he said. So he’s
changing the focus of his $2.5 billion, Oklahoma City-based
business. Instead of concentrating on finding jobs for those
who want them, Express Employment is putting more effort
into finding workers for companies that need them.
“We’re back in the recruiting market again,” Funk said.
The 74-year-old industry veteran isn’t the only one to
notice the change. Americans who have been hunting for
employment for more than six months are finding they’re
having better luck landing a job, while people who had given
up looking are returning to the labor force to resume their
search. Companies, meanwhile, are beefing up their in-house
recruiting teams and increasingly using complicated computer
algorithms to scour the Web for prospective job candidates.
This is all good news for the economy, according to
NarimanBehravesh, the Lexington, Massachusetts-based
chief economist for IHS Inc. He said the U.S. has entered
a “virtuous cycle” where job gains are leading to increased
household expenditures, encouraging employers to hire
more workers. Consumer spending rose in June by the most
in three months, according to Commerce Department data
published Aug. 1.
China Loosens Monetary Conditions in Test of Credit Power
China loosened monetary conditions last quarter at the fastest
pace in almost two years, a Bloomberg LP gauge showed,
testing the waning effectiveness of credit in supporting
economic growth.
Bloomberg’s new China Monetary Conditions Index -- a
weighted average of loan growth, real interest rates and
China’s real effective exchange rate -- rose 6.71 points to
82.81 in the second quarter from the previous three months.
That’s the biggest jump since the July-September period of
2012, with May and June’s numbers the first back-to-back
readings above 80 since January 2012.
New yuan loans in July will be a record high for that month,
according to a Bloomberg News survey of analysts before
data due by Aug. 15, suggesting officials are keeping the
credit spigot open even as debt risks mount.
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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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