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Jamaican Stock Market
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S&P Revises Jamaica’s outlook from
Stable to Positive
On September 19th, S&P Ratings Services affirmed its ‘B-’longterm foreign and local currency and ‘B’ short-term foreign and
local currency sovereign credit ratings on Jamaica. At the same
time, the outlook on the long-term sovereign credit ratings was
revised to positive from stable as the government continues to
make progress in relation to the IMF quarterly metrics as well as
on the economic front.
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

74,253.84

-396.41

JSE Market Index
All Jamaican Composite

72,387.35
79,650.40
2,125.30
585.90

-438.05
-489.82
-35.11
-

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
Units Traded

%

LIME

5,979,294

23.95%

JMMB

4,641,306

18.59%

PURITY

2,726,840

10.92%

Top Winners & Losers This Week
$ Change

Winner:PURITY

$0.10

% Change

+13.33%

Winner:SVL

$0.15

+8.33%

Loser:MIL

-$0.20

-11.76%

Loser:HBUN

-$0.22

-9.40%

Net foreign exchange reserves have more than doubled in the last
12 months to exceed $2.1Bn. At the same time, Central Government
managed to keep the fiscal deficit target below $18.0Bn or 22.2%
below the budget. Economic growth for the first half of the year
was 1.4% and is expected to remain positive for the rest of the
year (barring external shocks). For the March 2014 quarter, the
current account deficit narrowed by US$300.6Mn to US$100.6Mn
relative to the same period last year, given significant decline
imports .The outturn for the review quarter was the second lowest
current account deficit recorded since 2007.
These factors, along with the implementation of key structural
benchmarks have allowed the government to pass its 5th quarterly
test under the current IMF program. As such, the outlook reflects
the fact that the Jamaican economy has stabilized thanks to
improved external liquidity, a return to economic growth, and the
government’s success in meeting its fiscal targets. The revision
reflects the possibility of an upgrade in the next six to eighteen
months if the country sustains the improvement in its external
liquidity position, if GDP continues to grow, and if the government
achieves greater fiscal credibility as a result of reaching budget
targets. We are of the opinion that the economic growth will
continue in the remaining quarters of the calendar year, given
continued strengthening in most industries such as bauxite,
tourism and construction. However mitigants to growth could
come from adverse weather conditions on domestic production
(drought and hurricane conditions) as well as the relatively tight
fiscal stance as the country continues to implement reforms to
stabilize the macro-environment.
Despite these positives, there a challenges which lie ahead,
particularly on the fiscal account. There is the continued struggle
to keep tax revenues on track and as such the focus has been on
keeping expenses under budget inorder to meet fiscal targets.
We believe that is unsustainable. Moreover, with elections to be
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called in the next two years it is likely that expenses could
start ramping up late next year.
Inflationary Outturn-August
In August, inflation roseby 1.1%, the second fastest pace
since the start of the fiscal year. This inflation rate was
chiefly the result of a 2.7% upward movement in the
index for the division ‘Food and Non-Alcoholic Beverages’.
The index for the group ‘Food’ increased by 2.8% as
production levels of some agricultural crops declined due
to the continued drought conditions across the island. This
resulted in higher prices for ‘Vegetables and Starchy Foods’
and ‘Fruit’ which rose by 9.8% and 2.6% respectively.
Moderating the impact of these increases were the 1.3%
decline in the index for the division ‘Housing, Water,
Electricity, Gas and Other Fuels’, due to a fall in the cost
of electricity and the 0.2% fall in the cost of ‘Transport’.
The division ‘Transport’ was influenced by lower petrol
prices. The other divisions that recorded increases were:
Alcoholic Beverages and Tobacco (+0.5%), Clothing and
Footwear (+0.3%), ‘Recreation and Culture (1.0%) and
Restaurants and Accommodation Services (+ 0.1%).The
year to August inflation rate stood at 5% while the fiscal
year to date inflation stood at 3.3% and point to point at
9.8%.
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 normalizes, agricultural prices will go
back down. However we believe that the upside risks to
BOJ’s 7.0%-9.0% 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. While
factors specific to Jamaica such as the possible increase
in the tariff rate for electricity as requested by the JPS
as well as the recent increase in bus fareswill likely push
inflation for the fiscal year to the upper bound of BOJ’s
target.
Ethanol Division “Burns A Hole” in JBG’s Profits
Jamaica Broilers Group (JBG) started the 2014/15 financial
year grappling with excessive losses from its Ethanol
Division. As a result of this, net profits for the first quarter
period was $113.6Mn (EPS: $9.47), an 18.9% decline in
earnings when compared to the corresponding period in
2013. On the revenue front, robust performance from
both the company’s Best Dressed Foods Division and
US Operations resulted in JBG registering an impressive
12.3% growth in sales to$7.9Bn. Most notably, the

company’s gross profit margin improved from 18.8% in the
first quarter of FY2013/14 to 22%. However an increase in
expenses eroded gross margins. The expansion of distribution
channels and various undertakings in JBG’s US operations
pushed overall distribution costs to $226.4Mn, up 57.2%
while administrative costs increased by 32.4% to $1.29BnMn.
Though the company’s top-line and operating income
performance were able to benefit from the solid results from
its Best Dressed Foods and US Operations segments, the
revenue underperformance of its HIPRO-ACE Division and its
Ethanol Divisions relative the same period last year weighed
on the company’s overall earnings outturn. The HIPRO-ACE
Division was able to turn over a meager 5.2% increase in
segment results in spite of lower revenues, but the Ethanol
Division saw a 93.6% decline in revenues and then reported
an $88.8Mn operating loss. Consequently, JBG’s net profit
margin moved down from 1.9% in Q1 2013 to 1.4% in Q1
2014.
JBG’s management has already stated that they intend to
make more investments in an effort to improve efficiency
as well as capitalize on opportunities in both the local and
overseas markets. Already, the Group has embarked on the
construction of grain silos, in an effort to facilitate improved
operational efficiencies in the handling, storing and logistics
involved in the purchasing of grain. This is likely to improve
results in the long run. However, continued revenue shortfall
from its Ethanol Division may persist due to the nature of this
segment along with the shifts in market forces. As such, the
company may have to rely heavily on its leading segments,
Best Dressed Foods & US Operations for the rest of the
financial year.

JMD Money Market
The Bank of Jamaica VR CD, which opened on September 9,
2014, closed on Monday with a total take-up of 513M. There
was a marginal decline in JMD market liquidity as the week
progressed, however, broker market rates did not change
significantly.
The Central Bank also had 4-year, 5-year and 7-year USD
CDs open at the start of the week. The instruments closed
on Monday with total participation of US$20.4M. USD market
liquidity levels remain relatively unchanged with no notable
change in market rates
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GOJ Globals
Trading activity in Jaman global bonds was fairly robust
with the recently issued Jaman 25s once again being the
most actively traded bonds. We saw trades on the 25s at
107.40 while 17s traded at 115. There was also demand
on 39s at 101 while 19s traded at 109. Trading activity in
JMD bonds was limited to retail volumes

Indicative Levels - GOJ Globals
Bid

Offer

2015

103.250

105.500

1.00%

2017

114.250

116.250

4.28%

2019

108.250

110.250

4.96%

2022

124.250

126.250

6.98%

2025

115.250

117.250

6.98%

2036

105.500

107.500

7.77%

2039

100.000

102.000

7.81%

Offer Yield*

J$/US$1
J$/CDN$1
J$/GBP£1

Close:
12/09/14
112.72
104.43
182.96

Close:
22/09/14
112.70
102.58
184.02

On September 19, Moody’s Investors Service affirmed UK’s
sovereign rating at Aa1 and maintained a stable outlook.
This rating is the equivalent of AA+ by S&P Ratings Agency.
Moody’s decision to affirm the rating follows the outcome of
the referendum on Scottish independence, which maintains
the 307-year-old union, thereby preserving the country’s
current institutional and fiscal framework. While the political
process going forward will likely lead to further decentralization of powers to Scotland and some changes in the fiscal
transfers, the rating agency does not anticipate that these
will have a material impact on the quality of the UK’s institutions, or its financial strength. Indeed, as Moody’s indicated
in May, the strength of the UK’s credit profile would not have
changed materially in the event of Scottish independence
and therefore such an event would have likely been rating
neutral.
Moody’s assesses the UK’s economic strength to be “Very
High”, which reflects its large, diversified and highly competitive economy, especially in the services sector. The UK also
benefits from a flexible and attractive labor market. The pace
of the economic recovery was slower than originally expected
in the wake of the global financial crisis, but more recently
it has returned to growth levels that are more in line with its
historical trend growth rate of 2.0 to 2.5%. The structural
economic strengths of the UK also indicate that trend growth
will remain in line with this historic performance.
Draghi Effect Subsides as Pressure Builds on ECB Chief

Foreign Exchange Market
Selling

International News

Change
-$0.02
-$1.85
+$1.06

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 and
confidence is slowing returning to the market. On Thursday
the green back traded firm at a weighted average selling rate
of J$112.72:US$1.00 relative to last week.

Mario Draghi’s stimulus pledge didn’t convince investors for
long.
Exactly one month since the European Central Bank president
told his global peers he was ready to act to avert deflation
in the euro area, bets on consumer prices have collapsed.
Even after surprise interest-rate cuts and an asset-purchase
program, inflation expectations fell to an almost four-year low
and business surveys this week may show a faltering economy.
Investors are speculating that Draghi, who speaks in Brussels
today, is running out of options to revive the stalled recovery as confidence wanes and governments drag their feet on
structural reforms.
The recent drop in inflation expectations is a direct credibility
challenge to the ECB which Draghi will need to address,” said
Lena Komileva, chief economist at G Plus Economics Ltd. in
*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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London. “The markets are starting to price in a euro-area
economic malaise and the stimulus the ECB has provided
may prove inadequate.”
When Draghi spoke at a symposium for central bankers
in Jackson Hole, Wyoming, on Aug. 22, he said inflation
expectations were declining across “all horizons” and that
policy makers “will use all available instruments” to safeguard price stability.
Price Gauge
The five-year, five-year swap rate, which he said officials
use to gauge medium-term expectations, rose to a threeweek high by Sept. 4, when the ECB cut interest rates and
said it’ll start an asset-purchase program. By the end of last
week, the measure was at the lowest since October 2010.
The ECB president will deliver his quarterly testimony to
European lawmakers and answer questions starting at 3
p.m. in Brussels today. He’ll also give a speech and press
conference at an event in Vilnius on Sept. 25.
Brazil Growth Slowing as Lula China Policy Sows Doubts
In 2004, Brazil’s then-President LuizInacio Lula da Silva and
400 executives went on a six-day trip to China. The mission
was simple: Encourage companies to strengthen ties with
the Asian nation to bolster growth at home.

Falling commodities prices coupled with a weaker industry
helped drive Brazil into a recession in the first half of this year,
eroding support for Lula’s successor, DilmaRousseff, as she
heads into an election on Oct. 5. A Datafolha poll released
Sept. 19 showed Rousseff would have 37 percent support
in the first round of voting, compared with 30 percent for
Marina Silva. The incumbent would have 44 percent of the
votes in a probable second-round runoff, statistically tied with
Silva, who has 46 percent support. The poll has a margin of
error of plus or minus two percentage points.
The presidential press office declined to comment and referred
questions to the Sao Paulo-based Lula Institute. That Lula’s
ambitions for the China-Brazil relationship didn’t turn out as
he envisioned is evidenced in the experience of Embraco. The
company, one of the world’s biggest makers of refrigeration
compressors and which was acquired by Whirlpool Corp. in
2006, joined Vale SA (VALE5), PetroleoBrasileiro SA (PETR4)
and other companies on Lula’s China trip.
At the time of the trip, Embraco exported to China from Brazil.
A decade later, the company’s Brazilian plants have stopped
shipments to the Asian nation and Embraco has moved half of
its output abroad, said Business and Marketing Vice President
ReinaldoMaykot.

A decade later, ties between Brazil and China have never
been stronger. Growth at home is stagnant.
Lula’s decision to court China and at the same time spurn
some U.S. efforts to bolster trade has led to a dependence
on the commodity-hungry nation and deepened a drop in
manufacturing. In May 2004, the month Lula visited China
in what he called his government’s “greatest trip,” manufactured goods made up more than half Brazil’s exports and
commodities less than a third. Last month, industrialized
goods had plunged to 37 percent and raw materials made
up almost half.
“Lula will never admit he made a mistake, but I think if
he evaluates, he’ll see that what he expected didn’t
happen,”said Jose Augusto de Castro, president of Brazil’s
Foreign Trade Association. The explosion in commodities
exports masked structural and infrastructure problems that
make Brazil less competitive, he said. “The last decade was
golden for world trade. There was never a similar decade
like that for Brazil, but Brazil missed the opportunity to carry out reforms.”
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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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