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Jamaican Stock Market

Access Financial- Shareholders Speak
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

74,650.25

+1,071.26

JSE Market Index
All Jamaican Composite

72,825.40
80,140.22
2,160.41
585.90

+1,073.88
+1,200.79
+44.14
-

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
Units Traded

%

KLE

15,846,209

47.86%

JMMB 8.75%

3,333,770

10.07%

LASM

3,078,276

9.30%

Top Winners & Losers This Week
$ Change

Winner:KW

$0.46

Over the past several months the legal battle surrounding the
company’s CEO has taken center stage, causing its annual general
meeting held September 10 to be highly anticipated. With the CEO
and founder holding 42.9% of shares of the top ten shareholder’s,
and Mayberry West Indies a close second at 40.5%, the company
is almost evenly split which makes attempts to challenge the CEO
quite contentious. However following the meeting six directors
were reelected, with Neville James, the father of Marcus James,
as the only new addition.Three potential directors which were
nominated by Marcus James were unsuccessful in being elected
to the board. Given that the board composition largely remains
unchanged it is likely that the company’s internal challenges will
be far from over until the court makes a ruling.
Despite the legal battle which has gained public attention, this
has not detracted AFS from strong financial performance.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. The company’s stock price
at $10.20 is above the market price in April ($10.00) when AFS’
legal issues began, and is trading at a P/E of 9.53X.
Remittance-May
Net remittances in May stood at US$171.6Mn, an increase of
US$9.7Mn or 6.0% relative to the corresponding period of 2013.
The growth in net remittances reflected an increase in remittance
inflows, and a contraction in remittance outflows. Remittance
inflows for the month were US$188.7Mn (+3.9%), where inflows
were above the average of US$163.2Mn for the previous five
corresponding periods. For the first five months of the calendar
year, net remittances were US$795.3Mn, an increase of 5.6%
relative to the corresponding prior year period. Notably, inflows
year to date were above the corresponding pre-crisis outturn of
2008. The outturn for the period reflected an increase in remittance
inflows of US$32.6Mn to US$886.8Mn, while remittance outflows
declined by 9.4% to US$91.5Mn.

% Change

9.15%

Winner:DCOVE

$0.50

6.25%

Loser:HL

-$0.80

-10.96%

Loser:PURITY

-$0.05

-6.25%

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 by the Diaspora. 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
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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 pass through benefits from the
Diaspora in the form of remittances in coming quarters as
job growth improves.
The Lull Continues
The Jamaican equities market has struggled to revive trading
activity given the persistent lull that has overshadowed
the market over the past three years. Though there have
been positive developments such as increasing consumer
confidence and burgeoning opportunities in the financial
sector, investors have continued to shy away from the
market nonetheless. As at the end of August 2014, the
Jamaica Stock Exchange (JSE) Main Market has seen a
52.39% decline in the value of stocks traded with 20 of
the 31 stocks traded on the main index experiencing a
decline in prices since the start of the year. Consequently,
on average, prices fell by 3.16% on the Main Market.
Taking a look at a breakdown as of the year-to-date
results as at September 12, 2014 indicate that all major
indices have declined. The JSE Select, JSE All Jamaican
Composite and Cross Listed have fallen by 0.72%, 2.09%
and 20.85%, respectively. The challenges in the local
equities market are further compounded by the fact that
the euphoria in the Junior Market following a series of IPOs
and listings has essentially expired. The amendment to
the tax incentive (which reduced the number of years that
companies would benefit from 100% tax concession) that
was offered to junior market companies in addition to the
weak earnings performance have helped to cool activity in
these small cap stocks as well. Sweet River Abattoir which
came to market last month missed its target amount by
$62Mn, raising only $118Mn of the $180Mn target.

JMD Money Market
The Bank of Jamaica issued a 365-day VR CD on Tuesday,
September 9th with an initial coupon of 8.37%. The instrument
is scheduled to close on Monday, September 15th and had total
participation of $513M at the end of trading on Friday. JMD
market liquidity conditions remained relatively unchanged last
week but is expected to tighten considerably this week.
The Central Bank also issued a 4-year, 5-year and 7-year USD
CD on Tuesday. The issues, which pay interest semi-annually,
are scheduled to closed on Monday, September 15th. Total
take-up at the end of trading on Friday was $20.2Mn.

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

Close:
05/09/14
112.75
104.39

Close:
12/09/14
112.72
104.43

Change
-$0.03
+$0.04

J$/GBP£1
183.85
182.96
-$0.89
The FX market remained flat for another week. The dollar
traded comfortably within the 112.70 to 112.75 range as
volumes have been relatively sufficient to meet demand
as confidence slowly returns to the market. On Friday the
green back closed at a weighted average selling rate of
J$112.72:US$1.00 which represented a $0.03 appreciation
over the previous week.

Despite a weak equities market in 2014, there are good
market opportunities. With Jamaica continuing to pass
its IMF tests and economic growth strengthening, the
environment will become conducive for strong net profit
performances. However, as investors move towards
hard-currency assets to diversify their portfolio, demand
for local equities and by extension- market activity, will
remain weak.
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GOJ Globals
Trading in Jaman global bonds was fairly active last week
with the new 25s dominating proceedings once again. The
25s traded at 107.50 while 17s traded at 114.25 and 19s
at 109. Trading in JMD bonds was limited to retail volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2015

103.250

105.500

1.15%

2017

114.250

116.250

4.30%

2019

108.250

110.250

4.97%

2022

124.250

126.250

6.98%

2025

115.250

117.250

6.99%

2036

105.500

107.500

7.78%

2039

99.750

101.750

7.84%

Offer Yield*

International News
France faced harsh criticism for failing to meet a deadline
to put its finances in order, as frustrated Eurozone ministers struggled to keep alive their post-crisis strategy for the
bloc’s stagnating economy. Emboldened by the ECB’s shift
away from austerity, France indicated that it will not reduce
its budget deficit within EU’s limits until 2017, despite having already been granted extra time to do that by 2015.
France’s announcement went down badly with Eurozone finance ministers meeting recently. Some saw it as an insult
after the painful cuts many governments have implemented
to bring down swollen deficits and win back investor confidence. Markets have so far retained confidence in France’s
highly liquid debt, but euro zone policymakers are anxious to
show that its governments can be responsible and live within
their means. Tougher surveillance of government finances is
one of the Eurozone’s most far-reaching responses to its debt
crisis. It is aimed at avoiding a repeat of free-spending years
that saddled the bloc with massive debts and weakened its
economy. In the midst of all the controversy surrounding
France, the ECB is expected to pursue its accommodative
monetary policy. The strategy will be two fold and will involve
interest rate cuts and asset buy-backs, being similar in nature to the accommodative policy pursued by the US, widely
known as quantitative easing (QE). The goal is to improve
liquidity in banks and stimulate the loan market.
Draghi Prods Euro Area to Ready Ground for Economic Boost
Mario Draghi is about to give the euro-area economy a jumpstart. He’s asking the currency bloc’s leaders to make sure
they’re in gear.
Over the next six weeks, the ECB will be rolling out measures
that could begin to restore the central bank’s balance sheet
to the levels it had at the height of the sovereign debt crisis.
At a Sept. 12-13 meeting of finance ministers in Milan, he told
them his efforts would have limited impact if they didn’t make
their economies ready to absorb it.
With the TLTRO liquidity scheme that starts on Sept. 18, an
asset-purchase plan targeted at easing access to credit next
month, and the potentially cathartic end to a year-long bank
health review coming before November, Draghi’s ECB is increasing the intensity of its economic support. Political leaders
are beginning to follow suit.
“The new measures together with the TLTROs will have a siz-

*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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able impact on our balance sheet, which is expected to
move toward the size it used to have at the beginning of
2012,” Draghi told reporters on Sept. 12. “No matter what
the monetary and even fiscal stimulus has been decided,
we won’t see much growth coming from these measures
only if there are no serious structural reforms.”
Draghi arrived in Milan with political will for those reforms
at risk. While there are some stirrings of fiscal stimulus
that could boost growth, such as a 300 billion-euro ($389
billion) plan floated by incoming EU Commission President
Jean-Claude Juncker, governments are dragging their feet
on measures to make the economy more efficient. Last
week France and Italy were both scolded by the EU for
their lack of progress.
Tax Burden
“We need to accelerate the implementation of our ambitious structural reform agenda,” said JeroenDijsselbloem,
the Dutch finance minister who leads meetings of euroarea finance chiefs. “We cannot solely rely on monetary
policy, but need the appropriate policy mix.”
In response, finance ministers said they will “take stock” of
the need to reduce the tax burden on labor when discussing member states’ draft budgets in November.
In the meantime, markets are waiting to see the size of the
first allotment of the four-year TLTRO program, as well as
further details of the asset purchase scheme announced
on Sept.4. Draghi said then that the ECB would buy assetbacked securities and covered bonds.
Still, the ECB president may yet fall short of his aim of
returning the balance sheet to 2012 levels, which would
imply extra stimulus of up to 1 trillion euros, according to
a survey of economists by Bloomberg News. While survey
respondents said the net injection will be closer to 635 billion euros, other observers are more optimistic about the
level of pent-up demand for credit.
Bank Lending
“I would not be surprised if we see between 700 billion
euros and 900 billion euros,” in the TLTRO operations, said
Jose Manuel Gonzalez-Paramo, a former ECB Executive
Board member who now serves on the board of Banco Bilbao VizcayaArgentaria SA. “The banks are quite happy to
request this money, and they are willing to lend.”

Bond Market Dispels Inflation Alarm as Fed Winds Down QE
As the Federal Reserve winds down its third round of
unprecedented stimulus, one thing has become increasingly
clear in the bond market: the U.S. economy just isn’t going to
grow enough to upend demand for Treasuries.
While more than $3 trillion of debt purchases since 2008 have
helped the U.S. recover from its worst recession in seven
decades, bond-market indicators for long-term inflation,
growth and funding costs are all lower now than they were at
the end of the central bank’s first two rounds of quantitative
easing
Investors’ diminished outlook for the economy could help
prevent an exodus from the $12.2 trillion market for Treasuries
and contain long-term borrowing costs for the government,
companies and consumers as the Fed moves toward raising
interest rates. After demand for the benchmark 10-year note
this year pushed down yields by almost half-percentage point
to 2.61 percent, implied yields now suggest investors don’t
foresee them increasing to 3 percent for at least another
year.
“Investors putting money to work are much more pessimistic,
not just about the state of the U.S. economy but how well
it can sustain a rate hike,” Aaron Kohli, a New York-based
interest-rate strategist at BNP Paribas SA, said in a telephone
interview on Sept. 11. “What the Fed may see as we get
closer to a rate hike is the economic strength they thought
was there is more of a mirage.”
Considerable Time’
The debate over the Fed’s interest-rate policy and its effect
on bonds has intensified with the bank poised to end its third
round of debt purchases known as QE3 next month.
The central bank, which reduced its monthly purchases to
$25 billion in August from $35 billion in July, has bought so
many bonds that its assets have ballooned to $4.42 trillion
from less than $1 trillion in 2008.
Fed policy makers, who gather for a two-day meeting
tomorrow, are already reassessing their own views on how
long its target rate needs to stay close to zero as the U.S.
recovery enters its sixth year. They are now considering
whether to alter the guidance they’ve had since March saying
its rate would stay low for a “considerable time” after it stops
buying bonds.

While Draghi says the plan to purchase asset-backed securities will further help unlock lending to the real economy
and boost inflation, he’s facing stiff opposition from the region’s largest economy, Germany.
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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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