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Jamaican Stock Market

The Junior Market Shows Weakness
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Following a strong performance in 2013, junior market stocks
have been having a disappointing year so far. Year to July, the
index has declined by 19.50% reflecting weak investor sentiment
towards the smaller cap listings on the JSE. The weaker earnings
performance relative the 2013 has been one of the reasons for
the change in sentiments relative to the prior year.
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

73,062.84

-530.30

JSE Market Index
All Jamaican Composite

71,401.25
78,547.77
2,098.66
585.90

-606.68
-678.37
-6.87
-

Jamaica Select Index
JSE Cross Listed Index

Earnings Decline Sharply-Consolidated Bakeries (Purity)
For the six month period ended June, Consolidated Bakeries
experienced a 39.8% decline in earnings to $14.6Mn (EPS:$0.07).
The falloff in net profit reflected higher operating expenses which
were up by 15.2%, on account of costs relating to engineering,
branding and reorganization. On the revenue side, the company
registered an increase in sales of 17.9% over the corresponding
six month period in 2013, representing growth in all product
categories. This growth came as a result of efforts made to grow
both volume and expand distribution. During this period, price
increases were kept at minimum due to market competition and
in response to constrained disposable income. While Purity kept
price increases to consumers at minimum, the company was faced
with a significant increase in the cost of sales (+26.6%), much of
which was likely absorbed. While gross profit grew to $121.4Mn
relative to $118.5Mn in the corresponding prior year period, there
was an erosion of its gross profit margin, down 470 basis points
to 31.4%.
With operating expenses amounting to $112.6Mn, operating profit
for the period was almost halved, to $11.2Mn.

Most Active Stocks
Units Traded

%

JBG

12,138,319

37.905

KEX

4,786,253

14.94%

SJ

2,391,062

7.47%

Top Winners & Losers This Week
$ Change

% Change

Winner:PUL

+0.05

16.67%

Winner:KREMI

+0.10

15.38%

Loser:DTL

-0.23

-10.09%

Loser:SVL

-0.15

-7.69%

The stock price has reflected the earnings performance. Year to
date, the stock has declined 31.0% to $0.80. This is close to the
52-week low of $0.70.
Q3 Rescues Honey Bun’s Financial Performance
While earnings for the nine month period were virtually flat, Honey
Bun delivered a strong outturn in the third quarter (Q3). In Q3,
sales increased by 14% while profits increased for that period by
406% over the prior year period to $11.8Mn. This was mainly as a
result of significant improvement in the management of inventory
and greater efficiencies in production. Administrative costs for the
period were controlled at a 3.5% increase over the prior year. For
the nine month period salesgrew by 5.8% while profits remained
flat at $40.6Mn.
Honey Bun’s strategy to grow export remains viable with new

Weekly
markets emerging. Export sales increased by over 245%
for the three month period and 78% for year to date.
With the outturn in Q3, net profit has been virtually flat
for the nine months at $40.61Mn (Nine Months 2013:
$40.78Mn).
Honey Bun is currently trading at $2.34, which represents
a 26.65% decline since the start of 2014.
Jamaica Teas Limited (JAMT)
JAMT experienced strong growth in revenues in the third
quarter driven by a 47% increase in domestic sales from
its manufacturing operations. The improvement in sales
resulted from a combination of increased market share
and launch of new products. Exports rose by 5% for
the quarter, but were down year-to-date by 18% due to
discontinuation of coffee sales in the overseas market.
Earnings for the quarter stood at $24.76Mn relative to
$24.13Mn in the corresponding prior year period. Year
to date, JAMT reported earnings of $61.9Mn which
represented a 17.7% decline over last year.
JAMT’s share price has declined by 18.75% since the
start of the year to $3.25.

JMD Money Market
The Bank of Jamaica closed another around of VR CDs on
Friday, August 15th. The 364-day instrument which had an
initial coupon of 8.47% had a total take-up of $711M while
the 552-days instrument had total participation of $1.5M.
JMD market liquidity levels tightened last week causing broker
market rates to rise week over week. Despite OMO maturities
of $4.2B, liquidity conditions are expected to remain relatively
unchanged.
Another round of BOJ USD CDs also closed last week. The
4-year CD with a coupon of 4.50% p.a. closed on Wednesday,
August 13th with a total participation of $164.3K while the
5-year instrument had zero interest. USD broker market
rates continued to fall last week as liquidity levels remained
elevated

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

Close:
08/08/14
112.82
102.95

Close:
15/08/14
112.82
103.31

Change
+$0.36

J$/GBP£1
189.77
188.10
-$1.67
Broker demand was fairly flat earlier in the week but picked
up towards the latter part of last week. The week saw some
brokers offloading USD in order to meet JMD obligations, as
JMD liquidity was tight. The green back was quoted as high
as J$112.95:US$1.00 in some circles, but closed on Friday
at a weighted average selling rate of J$112.82:US$1.00.
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GOJ Globals
Jaman global bond trading activity was fairly low key
again last week. Jaman 25s were the most actively traded
bonds for the second week in a row with trades occurring
at 106.50, while there were small volume trades of 2017
at 114 and NROCC at 107.50. Trading in JMD bonds was
limited to retail size and swaps.

Indicative Levels - GOJ Globals
Bid

Offer

2014

101.000

102.000

-0.07%

2015

103.250

105.500

1.915%

2017

113.750

115.500

4.725%

2019

108.250

110.250

5.025%

2022

124.250

126.250

7.025%

2025

114.750

116.750

7.05%

2036

104.750

106.750

7.85%

2039

98.000

100.000

8.00%

Offer Yield*

International News
The U.K. economy maintained its momentum in the second
quarter of the year as output finally surpassed the level seen
before the global financial crisis. GDP grew at a rate of 0.8%
between April and June, the same as in the previous three
months. That left output 0.2% above its previous peak in
the first quarter of 2008. Growth in the second quarter was
driven by the dominant services sector, which expanded 1%.
Industrial production rose 0.3% instead of the previously
reported 0.4%, with manufacturing gaining an unrevised
0.2%. Construction output was unchanged. With the euroarea recovery stalling and crises in Ukraine and the Middle
East (GULF) casting a shadow over global prospects, investors are betting the Bank of England will maintain its benchmark rate at a record-low 0.5% until May.
American consumer confidence unexpectedly declined in August to a nine-month low, repressed by gloomy wage perceptions. The Thomson Reuters/University of Michigan preliminary sentiment index dropped to 79.2, the lowest since
November, from 81.8 in July. The retreat in confidence was
paced by mounting concern about the economic outlook as
households indicated that earnings would probably not climb
as fast as prices. That bolsters Federal Reserve Chair Janet
Yellen’s argument that there remain pockets of labor-market
weakness that require the central bank to maintain monetary
stimulus into 2015.

Bundesbank Casts Doubt on German Economic Rebound in
Second Half
The Bundesbank said geopolitical tensions may impede a rebound of the German economy, Europe’s largest, after it contracted in the second quarter.
“The economic outlook for the German economy has clouded
over in the middle of the year in response to unfavorable international news,” the Frankfurt-based central bank said in its
monthly report for August published today. “Expectations for
a strengthening of economic momentum in the second half of
2014 underlying the spring projections are called into question
by current data.”
Today’s report is the strongest warning yet from the Bundesbank, which said in the past that economic weakness in the
second quarter will be temporary, and signals that forecasts
published only two months ago may be too optimistic. Pared
with a lack of growth in France and Italy in the period, German
*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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prospects threaten to weigh on a euro-area recovery that
the European Central Bank is trying to sustain with unprecedented stimulus.
“There are signs that the euro area will resume its economic recovery after the stagnation in the second quarter,
even though it probably won’t reach the pace projected
in spring,” the Bundesbank said in its report. “The economic momentum in some member countries of the European monetary union is weaker than expected. At the same
time, it seems geopolitical tensions in eastern Europe as a
result of the Ukraine conflict as well as in other parts of the
world now weigh more on business confidence.”
New Forecasts
The Bundesbank predicted in June that the German economy will expand 1.9 percent this year and 2 percent in 2015.
That compares with ECB forecast of euro-area growth of
1 percent and 1.7 percent, respectively. The ECB will published updated projections for the currency bloc in September, while new Bundesbank estimates for Germany are due
in December.
After the EU curbed Russia’s access to bank financing and
advanced technology last month and the country responded by banning some agricultural imports from the region,
ECB President Mario Draghi warned that “heightened” geopolitical risks may affect economic conditions negatively.
“Toughened sanctions against Russia and retaliations of
the government there won’t be without impact” on German
exports, the Bundesbank wrote in its report. “At the same
time, confidence is weakening from a high level, which,
together with overall positive domestic demand, speaks
against a turn in economic fundamentals.”
The German economy contracted 0.2 percent in the second
quarter after expansing 0.7 percent in the three months
through March. The Ifo Institute’s business climate index
for Germany dropped for a third month in July after rising
to the highest since 2011 earlier this year.
ECB Package
To support the euro region’s recovery and fuel inflation running at less than a quarter of the ECB’s mandate, policy
makers unveiled a package of measures in June that included a negative deposit rate and targeted cash injections
for banks. Draghi also held out the prospect of purchases
of asset-backed securities and quantitative easing.

Israel Second-Quarter GDP Growth Slows as Exports Plunge
Israel’s economic expansion slowed in the second quarter
as exports plunged almost 18 percent, fueling speculation
that the central bank may cut interest rates again to spur
growth.
Gross domestic product grew 1.7 percent, compared with a
revised rate of 2.8 percent in the first three months of the year,
the Central Bureau of Statistics in Jerusalem said yesterday.
The median estimate of five economists was for a growth rate
of 2.7 percent, according to data compiled by Bloomberg.
The data support “the low interest rate, and maybe even
another cut,” said Ori Greenfeld, chief economist at Psagot
Investment House Ltd. in Tel Aviv. “The Bank of Israel
apparently will cut again, maybe not in the next few months,
but there is room for another cut.”
A strengthening shekel and the military’s offensive against
militants in the Gaza Strip prompted the central bank to
unexpectedly cut its benchmark interest rate on July 28 to
0.5 percent, the lowest level in five years. The monthlong
conflict, which has has been quieted by a truce expiring
at midnight tonight, may cause the economy to contract
between 1.5 percent to 2 percent in annualized terms in
the third quarter, said Rafi Gozlan, chief economist at Israel
Brokerage & Investments - IBI Ltd.
Shekel Weakens
The shekel weakened to a five-month low against the dollar,
falling 0.4 percent to 3.502 at 9:08 a.m. in Tel Aviv.
Manufacturers have called on policy makers to help exporters
by cutting the base rate to zero and buying enough dollars to
keep the local currency at 3.8 to the dollar. Exports tumbled
17.7 percent in the second quarter after rising 0.1 percent in
the first and 26 percent in the last three months of 2013.
“With the Gaza conflict hurting an already lagging economy,
it’s going to be more rate cuts and more intervention to
weaken the shekel,” Luis Costa, the head of Europe and
Mideast strategy at Citigroup Inc., said in a phone interview
on Aug. 14.
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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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