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Jamaican Stock Market

Remittances- January to April
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

73,338.14

+582.76

JSE Market Index
All Jamaican Composite

71,602.04
78,772.29
2,115.14
585.90

+294.01
+328.76
+15.19
-

Jamaica Select Index
JSE Cross Listed Index

Net remittances in April stood at US$162.2Mn, an increase of
US$2.3Mn or 1.4%relative to the corresponding period of 2013.
The growth in net remittances reflected an increase in remittance
inflows, which was tempered by growth in remittance outflows.
Remittance inflows for the month were US$183.3Mn (+1.8%),
and were above the average of US$167.8Mnfor the previous five
corresponding periods. For the first four months of the calendar
year, net remittances were US$623.8Mn, an increase of 5.5%
relative to the corresponding prior year period.The good news is
that year to date inflows were marginally above the corresponding
pre-crisis outturn of 2008. During the period, there was an
increase in remittance inflows of US$25.4Mn to US$698.1Mn,
while remittance outflows declined by 8.7% to US$74.3Mn.
Remittances from major source countries such as the US and
UK have increased on a year-to-date basis. Canada on the other
hand declined during the period, which was likely influenced
by the shaky job market which would have limited the volume
of funds remitted from that source country. However recent
economic release from Canada has indicated a more optimistic
outlook. Canada’s economic growth rebounded to the fastest in
almost three years in the second quarter, where GDP rose at a
3.1% annualized pace from April to June, which was faster than
the 2.7% economists had predicted. While Canada’s economic
recovery is still considered relatively uneven, we expect that there
will be some positives in terms of inflows in coming quarters as
job growth improves.

Most Active Stocks
Units Traded

%

CFF

44,095,122

31.04%

LIME

33,209,585

23.38%

JBG

16,373,580

11.53%

Top Winners & Losers This Week
$ Change

Winner:KREMI

% Change

$0.14

+22.95%

Winner:PUL

$0.05

+16.67%

Loser:CCC

-$0.51

-20.08%

Loser:RJR

-$0.22

-18.03%

Inflationary Outlook
In a recent press release the Governor of the Bank of Jamaica
(BOJ) reaffirmed the inflation outlook for the full fiscal year in
the range of 7% to 9%. The BOJ projects that that most of the
impact from the drought will be seen in the September quarter,
and will be reversed by year-end. This view is underpinned by
the assessment that most of the crops that were affected by
the drought were short-term, and as replanting resumes when
the weather normalises, agricultural prices will go back down.
However, upside risks to BOJ’s inflation projection lie in the fact
that geopolitical risks are at fever pitch levels and this could have
negative pass-through effect on oil prices. In addition, the recent
increase in bus fares and the possible increase in the tariff rate
for electricity as requested by the JPS will likely push inflation for
the fiscal year close to or above the upper end of the BOJ’s target
range.

Weekly

Desnoes & Geddes “Brews” Higher Profits For the 2014
Financial Year
Desnoes & Geddes recorded a 160.3% surge in earnings
during the 2014 financial year ended June 2014.
Consequently net profit for the year was $3.15Bn (EPS:
$1.12). The favourable outturn for the period was largely
driven by an increase in sales numbers, non- core gains
and lower general, selling and administration costs.
Sales after the exclusion of the Special Consumption
Tax (Net Sales) ended the year at $11.50Bn, a 10.9%
over the nets sales figure for 2013. Despite the steady
devaluation of the Jamaican dollar over the period, the
company’s management was able to contain cost of sales
and maintained a 4.1% gross profit margin. Additionally,
general cost containment strategies resulted in a 1.6%
decline in total operating costs to $2.23Bn. Consequently,
operating profit moved ahead by $0.87Bn to $2.74Bn.
The company’s income levels were further supported by
gains from the disposal of its investment in Windward
and Leeward Breweries which added another $0.97Bn in
income to the company’s coffers. Overall, net profit margin
was 27.4% compared to just 11.7% a year ago.
Primary focus has been placed on brand value creation
and cost management over the years. Thus far, 2014 has
proven to be the most successful year for the company
with trading profits being at a 10 year high. Additionally,
the company is poised to take advantage of the growing
demand from the external market which is likely to drive
exports and hence revenues for the upcoming financial
year. On the cost side, Desnoes & Geddes’ management
is anticipated to continue to drive its efficiency initiatives
in order to continue the reduction in costs.

JMD Money Market
The Bank of Jamaica issued a 364-day VR CD on Friday, August
22nd with an initial coupon of 8.37%. The issue closed on
Friday, August 29th with total take-up of $2.1B. JMD market
liquidity remained relatively unchanged week over week with
no notable change in broker market rates.
The Central Bank also closed another round of USD CDs which
included a 4-year, a 5-year and a 7-year instrument. The issues
which have coupons of 4.50%, 5.00% and 5.50% closed on
Friday, August 29th with a combined participation of $7.7M.
USD broker market rates remained low this week as market
liquidity levels continue to be fairly high

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

Close:
22/08/14
112.79
102.76
187.01

Close:
29/08/14
112.74
103.75
186.57

Change
-$0.05
+$0.99
-$0.44

The FX market remained flat for another week. It meandered
within the 112.70 and 112.80 range. On Friday the
green back closed at a weighted average selling rate of
J$112.74:US$1.00, which represented a 0.07% appreciation
during the month.
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GOJ Globals
Jaman global bond trading activity was a bit more active
this week. The new 25s were once again the most actively
traded bonds with buyers piling in at 106.50. There were
also trades on 17s at 144.25 and 19s at 108.75. Trading
in local currency bonds was limited to retail volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2015

103.250

105.500

1.72%

2017

113.750

115.500

4.68%

2019

108.250

110.250

5.01%

2022

124.250

126.50

7.01%

2025

114.750

116.750

7.05%

2036

104.750

106.750

7.855

2039

98.000

100.000

8.00%

Offer Yield*

International News
Canada’s economic growth rebounded to the fastest in almost three years in the second quarter. GDP rose at a 3.1%
annualized pace from April to June, which was faster than
the 2.7% economists had predicted. Growth was led by exports which surged 17.8% on gains in automobiles, farm and
forest products, while household spending climbed 3.8%.
Exporters are regaining orders lost during the last recession
in 2009 which has helped to balance the recovery. However
the Governor of Canada’s Central Bank has indicated that it
will take another two years to use up slack that built up in
the world’s 11th-largest economy. Notwithstanding this, the
positive economic report sets the stage for better business
investment through the next few quarters. While the economy maybe not be completely out of the woods with respect
to the full rotation from consumer spending to investment
and exports, the almost 20% gain in exports is good news.
American consumers have become thriftier, trimming spending as bigger wage gains fail to materialize. The result may
lower economic growth. Household purchases unexpectedly
decreased 0.1% in July, the first drop in six months, after
rising 0.4% the prior month. Incomes rose at the slowest
pace of the year and savings climbed to the highest level
since the end of 2012. While an improving job market is lifting confidence, it has yet to spur the broad-based increases
in pay that will boost demand at retailers. The weak start
for consumer spending, which accounts for almost 70% of
the economy, prompted some economists to cut third-quarter
growth estimates even as other data showed manufacturing
was strengthening.
European Manufacturing Weakens on Heightened Global
Risks
U.K. factory growth slowed more than forecast last month
and Italian manufacturing shrank as Europe suffered the fallout from weakening demand and mounting geopolitical risks.
Markit Economics said its euro-area gauge fell more than initially estimated last month, with the index for Italy unexpectedly dropping below 50, indicating the first contraction in 14
months. In the U.K., manufacturing grew the least in more
than a year, with spillovers from the weak euro region among
the factors cited. There was also a slowdown in China’s factories last month, a separate report showed.
Sentiment across Europe has been hit by the conflict between
Ukraine and Russia, undermining spending and company investment and keeping central banks on alert about risks to
*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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their economies. European Central Bank President Mario
Draghi has signaled that the euro-area economy may need
more stimulus to avoid a deflationary spiral and Bank of
England Governor Mark Carney has said intensifying geopolitical threats add to the case for keeping record-low interest rates.
“The economic slowdown which began in the euro-zone
core in spring is spreading,” said Christian Schulz, an economist at Berenberg Bank in London. “The latest escalation
of Russia’s aggression, and the likely stepping up of Western sanctions and Russian countersanctions, indicate that
the overall weakness could get worse.”
Ukraine Crisis
Fighting in Ukraine continued over the weekend and European Union governments agreed to impose new sanctions
on Russia if the conflict worsens. The U.S. welcomed the
EU’s decision and called on Russia to “immediately” remove
its military from Ukraine and end supporting separatists in
the country.
In the euro area, a Purchasing Managers’ Index fell to 50.7
from 51.8 in July, below an Aug. 21 preliminary reading of
50.8, London-based Markit said. The index for Germany,
the region’s largest economy, declined to 51.4 from 52.4,
also below a previous estimate, while Italy’s dropped to
49.8 from 51.9.
“Euro-zone manufacturers are clearly finding life very difficult at the moment,” said Howard Archer, an economist at
IHS Global Insight in London. “This heightened uncertainty
has clearly hit business and consumer confidence and it
is likely causing some orders to be delayed or even canceled.”
Italian government bonds rose, with the yield on the country’s 10-year debt slipping 1 basis point to 2.42 percent
as of 2:20 p.m. London time. The rate on similar-maturity
German bunds was little changed at 0.89 percent. The euro
was at $1.3137, also little changed.
U.K. Spillover
The weakness in the euro-region economy is taking its toll
on the U.K., where the factory PMI dropped to the lowest
since June 2013 and an increase in export orders was the
slowest since March. Rob Dobson, a senior economist at
Markit in London, said it was “noticeable” that any growth
in foreign demand was centered on North America, Asia
and the Middle East.

German GDP
Powerhouse

Shrinking

Signals

Fading

Euro-Area

Cracks are emerging in Germany’s once rock-solid economy
as companies’ reluctance to invest bears out Mario Draghi’s
warning that the euro-area recovery is in danger.
Gross domestic product in Europe’s largest economy shrank
0.2 percent in the second quarter, the Federal Statistics Office
said today, confirming an Aug. 14 estimate. While part of
the drop can be attributed to a mild winter that front-loaded
output earlier in the year, the Bundesbank has cast doubt on
a second-half rebound and suggested its forecasts may prove
too optimistic.
The weakness of a German economy that has outperformed
its peers since the regional debt crisis comes as European
Central Bank President Draghi ponders adding more stimulus
to fight the threat of deflation in the currency bloc. He signaled
that declining inflation (ECCPEST) expectations could tip the
ECB into broad-based asset purchases, an option officials
may discuss at this week’s policy-setting meeting.
All Instruments
Policy makers will use “all the available instruments needed to
ensure price stability” and are “ready to adjust the policy stance
further,” Draghi said on Aug. 22 in the Wyoming mountain
retreat that hosts the Federal Reserve Bank of Kansas City’s
annual economic symposium. The ECB’s Governing Council
will set monetary policy on Sept. 4 in Frankfurt.
Capital investment slumped 2.3 percent in the second quarter,
with construction declining 4.2 percent, the statistics office
said. Private and government consumption each rose 0.1
percent. Exports climbed 0.9 percent and imports were up
1.6 percent.
Investment was the biggest drag on the economy, subtracting
0.5 percentage point from GDP. Net trade cut 0.2 percentage
point, while inventories added 0.4 percentage point.
The drop in investment partly reflects the fact that it surged
at the beginning of the year, as a warm winter boosted
construction. Even so, the decline also highlights companies’
hesitation to invest amid political tensions in Ukraine, Russia
and the Middle East.
Germany is the euro area’s biggest exporter and Russia counts
the nation as its biggest trading partner after China. German
investor confidence in August was the weakest since 2012
and business sentiment slid for a fourth month.
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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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