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Jamaican Stock Market

Earnings Decline-Scotia Group Jamaica
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

73,578.99

+240.85

JSE Market Index
All Jamaican Composite

71,751.52
78,939.43
2,116.27
585.90

+149.48
+167.14
+1.13
-

Jamaica Select Index
JSE Cross Listed Index

For the nine month period ended July, Scotia Group reported
earnings of $7.6Bn (EPS: $2.36) which represented a 10.6%
decline over the corresponding prior year period. Earnings were
negatively impacted by lower non-interest income and higher
operating expenses. SGJ’s earnings for the period comes in lower
than that of its main competitor NCBJ, which recorded a 28.8%
increase in net profit to $8.8Bn and benefited from several factors
including premium income from the acquisition of Advantage
General Insurance Company Limited. During the period SGJ
reported net interest income after impairment losses of $16.9Bn,
an increase of $28Mn when compared to the same period last
year. The increase was however moderated by higher loan loss
expenses (+67.4%), which bore the impact of the challenging
economic conditions being experienced by customers.
Non-interest income for the nine months was $8.4Bn, down
2.41% when compared with prior year. This was due primarily
to lower fee and commission income, insurance revenue and a
decline in gains earned on the foreign currency trading, which
was tempered by an increase in net gains earned on financial
assets. Operating expenses stood at $15.0Bn (+6.8%), which
reflected higher staff related costs and an increase in the asset
tax of $498Mn. Productivity ratio , a key measure of cost efficiency
, deteriorated to 61.47% for the period, compared to 56.60% in
July 2013. Despite the deterioration, SGJ’s cost to income ratio
is lower than that of its peer NCBJ, which had a cost ratio of
64.4%.

Most Active Stocks
Units Traded

%

LIME

23,573,628

51.04%

LASM

5,826,655

12.62%

DG

4,281,103

9.27%

Top Winners & Losers This Week
$ Change

Winner:CCC

% Change

$0.70

+34.48%

Winner:LASM

$0.10

+10.64%

Loser:HL

-$1.70

-18.89%

Loser:KREMI

-$0.10

-13.33%

SGJ is now trading at a price to earnings of 5.5X.
Earnings Release-Scotia Investments
Like its parent company, Scotia Investments also reported lower
earnings for the nine month period. Net profit was $1,339.9Mn
(EPS: $3.17) which is 5.7% lower than that of the corresponding
2013 period. The decline in earnings was largely attributable to
a falloff in revenues from its net interest income line along with
higher operating expenses. Despite increasing its investment assets
by almost seven fold, net interest income declined by $232.9Mn to
$1,786.8Mn. That said, the company continues to do well in with
non-interest income, helped by its large market share 45% in the
Unit Trust market. Non-interest income moved ahead by 20.7%
to $1,395.1Mn, registering one of the fastest growth pace among
investment houses. However, given the decline in interest income,
total operating income was $3,188.4Mn compared to $3,236.6Mn
the year before. On the cost side, operating expenses for the

Weekly
period were $1,262.2Mn, up 4.1% when compared to the
corresponding 2013. SIJL’s productivity ratio deteriorated
from 36.2% to 39.5% in 2014. Overall, the lower net
income figures resulted in return on equity falling from
16.1% to 13.9% . At its current price, trailing P/E was
4.75X meanwhile P/B was 0.73X.
As SIJL’s management continues to focus on the growth
of its off balance sheet portfolio, it is likely that its noninterest income line will continue to be the main driver of
its operating revenues.
Net International Reserves
Jamaica’s NIR continued to ride high following inflows from
previous months. For the period ended August 2014, NIR
was US$2,121.49Mn, the second highest recorded amount
in reserves since September 2011. Despite maintaining
the high level of reserves, the August 2014 outturn was
US$60.04Mn lower than its July 2014 results. Current NIR
levels are sufficient to cover approximately 19.71 weeks
of goods and services imports.

JMD Money Market
The JMD market was relatively quiet with low demand for
short term funds. Broker market rates remained relatively
unchanged week over week and are expected to remain stable
in this week.
The USD market continues to experience high levels of liquidity.
As a result, lackluster demand for USD funds continues to be
the norm and broker market rates continue to be stable.

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

Close:
29/08/14
112.74
103.75

Close:
05/09/14
112.75
104.39

Change
+$0.01
+$0.64

J$/GBP£1
186.57
183.85
-$2.72
The FX market remained flat for another week. The dollar
traded comfortably within the 112.70 and 112.80 range as
volumes have been relatively sufficient to meet demand
and confidence is slowly returning to the market. On Friday
the green back closed at a weighted average selling rate
of J$112.75:US$1.00, which represented only a $0.01
depreciation over the previous week.
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GOJ Globals
Jaman global bond trading activity was fairly robust last
week with the new 25s and the Jaman 21s being the most
actively traded. The 25 traded at 108 while the 21 traded
at 107. There were also buyers of Jaman 17s at 114 while
19s traded at 108.75. Trading in JMD bonds was limited
to retail volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2015

103.250

105.500

1.40%

2017

114.000

116.000

4.44%

2019

108.500

110.500

4.92%

2022

124.250

126.250

6.99%

2025

115.500

117.500

6.96%

2036

105.000

107.000

7.82%

2039

99.000

101.000

7.91%

Offer Yield*

International News
Hiring slowed in the US in August, as the economy added
only 142,000 jobs, a disappointing setback for an economic
expansion that has been gaining steam for most of this year.
However the unemployment rate declined in August from
6.2% to 6.1%, largely explained by additional people dropping out of the workforce. The jobs data came in far below
the 200,000-plus jobs that many economists had expected
— and that had been the norm over the past six months.
The slower pace of hiring may be evidence that the economy is not quite as strong as many people have thought.
Economists, however, were quick to caution that the weak
jobs number could be an outlier at a time of several other
stronger measures of economic activity, including auto sales
and exports. If the report is a hint of a sustained slowdown
in hiring, the jobs number could also prompt the Federal
Reserve to continue its stimulus package for a while longer, even though it is expected that the stimulus could end
by early 2015. Several more months of subpar job creation,
however, could slow plans to raise rates, especially if wage
growth remains relatively subdued. Average hourly earnings
increased 2.1% over the past year, continuing the pattern of
recent years and barely faster than the rising price of goods
and services. Wage growth is far below the 3.5% rate consistent with the Federal Reserve Board’s inflation target of 2%.
China’s August imports fall unexpectedly but exports buoyant
China’s import growth unexpectedly fell for the second consecutive month in August, posting its worst performance in
over a year and stoking speculation about whether authorities
should loosen policy further to revive domestic demand.
Imports by the world’s second-biggest economy fell 2.4 percent in August compared with a year ago, the General Administration of Customs said on Monday, missing a Reuters
estimate for a 1.7 percent rise.
It was the second straight month that China’s import growth
was surprisingly weak, raising concerns that tepid domestic
demand exacerbated by a cooling housing market is increasingly weighing on the economy.
In contrast, China’s exports were surprisingly buoyant in August amid stronger global demand. They jumped 9.4 percent
from a year earlier to beat a forecast rise of 8 percent, although the growth rate slowed from 14.5 percent in July.

*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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That pushed the trade surplus to an unexpected all-time
high of $49.8 billion, which could put further appreciation
pressure on the yuan currency CNY=CFXS.
Although falling commodity prices have magnified the
weakness in imports as China’s trade data is measured in
terms of value, analysts said Chinese demand also seemed
to be fizzling.
“It’s an interesting set of numbers for policymakers,” said
Louis Kuijs, an economist at RBS.
“It calls for more policy easing, but at the same time,
strong exports and a record surplus will put some pressure
on policymakers to let the currency rise in some way or the
other.”
China’s economy has had a bumpy ride this year. Growth
rebounded slightly in the second quarter from an 18-month
low thanks to a stream of government stimulus measures,
but hopes that the recovery would gain traction were
dashed in July when data showed activity was stumbling
again.
As a result, authorities have repeatedly warned that China
may miss its target to grow its trade sector by 7.5 percent
this year, even though they maintained that the broader
economy can grow by around 7.5 percent in 2014.
Indeed, a breakdown of Monday’s trade data showed Chinese exports slowed across most major markets, compared
with July when growth hit a 15-month high.
Exports to the United States, the top buyer of Chinese exports, rose 11.4 percent from a year earlier, compared with
July’s 12.3 percent increase. Sales to Europe, where factory
activity is faltering, cooled to 12.1 percent on an annual
basis, from July’s 17 percent.
In terms of imports, purchases from Europe - a major seller
of goods and services to China - fell to a 14-month low of
4.5 percent from a year earlier.
Some analysts said the lacklustre data corroborated with
figures seen elsewhere. Steel demand, for instance, has
not rebounded despite a steep fall in iron ore prices, noted
Mark Pervan, head of research at ANZ Bank.

IMF’s Lagarde urges Germany to spend more, aid recovery
International Monetary Fund (IMF) head Christine Lagarde
urged Germany to increase investments to help spur the euro
zone’s flagging economic recovery, adding that the bloc as a
whole needed to make more structural reforms.
With the euro zone economy in the doldrums, the European
Central Bank announced on Thursday a series of measures to
stimulate growth, with its president Mario Draghi expanding
on a call for governments to support this process with extra
spending.
Echoing that sentiment, Lagarde told daily Les Echos in an
interview the process could be aided by Germany, which is
borrowing at record-low rates and on track to record a public
sector surplus for the third year running.
“We think that public or private investment (in Germany)
to finance infrastructure would be welcome,” she said,
stressing this did not mean making the German economy less
competitive.
Asked in a second interview on Radio Classique whether
Germany could do more to spur a European economic recovery,
Lagarde told the radio: “It seems to us at the International
Monetary Fund that it (Germany) can go a bit further, that it
can do a bit more, in Germany’s interest.”
Under pressure from major euro zone peers like Italy and
France to boost public investment and cut taxes, German
Chancellor Angela Merkel has left the door open to channelling
the budget surplus into spending programmes.
She said investments would take priority if Germany had
money available but the government first had to see how the
economy developed.
Germany’s 2015 budget projects no net new borrowing for
the first time since 1969.
Lagarde told Radio Classique all the bloc’s member states
needed to go further than existing economic reforms
by creating more flexible labour markets and freeing up
competition.
“I think structural reform is necessary in terms of labor market
regulations, excessive regulations in some areas, of areas of
economic activity that are too protected and which need to
be opened up to competition.
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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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