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Jamaican Stock Market

STATIN Indicates Higher Growth Rate
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While the Planning Institute of Jamaica (PIOJ) estimated that the
Jamaican economy grew by 1.2% in the April to June quarter,
Statistical Institute of Jamaica (STATIN) reported that the actual
growth pace was much healthier at 1.8% for the period. The
performance reflected an improvement of 6.3% in output in Goods
Producing industries relative to the 3.6% outturn estimated by
PIOJ. The Services sector grew by 0.5%.
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

73,650.52

-657.34

JSE Market Index
All Jamaican Composite

71,705.21
78,887.64
2,114.26
585.90

-799.47
-893.95
-16.06
-

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
SG

2,333,685

21.57%

SGJ

1,661,844

15.36%

LASM

1,087,315

10.05%

The Goods Producing Industry led the way in taking the economy
out of a trough, with the Agricultural sector playing an integral
role. The Goods Producing industry was positively impacted by
increased output in Agriculture, Forestry & Fishing (16.6%),
Manufacture (4.1%) and Construction (1.2%). However, the
Mining & Quarrying industry declined by 0.4%. The improved
performance in the Agriculture, Forestry & Fishing industry
was largely attributed to the continuation of hurricane recovery
and drought mitigation measures implemented together with
increased output from the Agro Parks. The Manufacturing industry
benefited from a 111.9% increase in the production of sugar and
a 26.1% growth in petroleum refining. Unlike the second quarter
of 2013 when there was no production for the month of May,
in 2014 production occurred for all the months of the review
quarter as the usual May closure of the refinery for maintenance
was rescheduled to August. Higher output levels in Construction
resulted mainly from an increase in expenditure on road work
activities including the continued work on the North-South leg of
Highway 2000. However, lower production levels were reported in
the Mining &Quarrying industry due to a fall in alumina production,
resulting from the stoppage of activities at one of the alumina
refining plant.
Increased output was recorded for all industries within the
Services industries with the exception of the Producers of
Government Services, down 0.2% and Electricity & Water Supply,
down 1.6%.

Top Winners & Losers This Week
$ Change

Winner:LASF

$0.13

% Change

14.94%

Winner:KREMI

$0.05

7.69%

Loser:KW

-$1.30

-20.63%

Loser:JBG

-$0.30

6.98%

Central Government Ahead of Budget April to August
The figures for the period April to August show that the Central
Government remains on track in meeting a 0.5% deficit and a
7.5% primary surplus target for the FY2014/15. At $27.2Bn, the
deficit is 13.8% lower than budget, while the primary balance
stood at 13.9% above the $24.6Bn budgeted for the period.
Despite new tax measures implemented in the FY2014/15 which
includes additional taxes on the financial sector, tax revenues
continue to fall short of budget. Given the challenges on the
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revenue side, the Central Government has had to resort
to expenditure cuts. Tax revenues at $150.5Bn lagged
budget by 3.8% given underperformances in areas such
as “Production and Consumption” and “International
Trade”. As such the government will have to improve on
the trend in revenue take-up since the start of the year in
order to meet the tax revenue floor target for September
2014. This will pose challenges in light of continued high
unemployment and lower consumer disposable incomes
which will mean reduced spending. That said,we anticipate
that expenditure cuts will continue to counter the revenue
shortfall for some time.
The IMF program has placed a lot of emphasis on tax reform
which (among other things) seeks to eliminate ministerial
discretion in the granting of incentives, broaden the tax
base, and reduce rates. The government remains on track
as it relates to the implementation of key elements of the
overall agenda which bodes well for long term revenue
collection, lower fiscal deficits and debt levels.
TCL Defaults on Restructured Debt
On Oct. 3, 2014, Standard & Poor’s Ratings Services
lowered its corporate credit rating on Trinidad Cement
Limited Group (TCL) to ‘D’ from ‘B’. The downgrade reflects
TCL’s missed debt service payments due Sept. 30, 2014.
In addition, the downgrade reflects TCL’s Sept. 29, 2014,
notice to stakeholders, in which the company informed
that all payments due under the existing restructured loan
agreements would be placed on hold. This suggests the
company is in default. In the same notice, TCL stated that
it would submit a comprehensive restructuring plan by
Oct. 31, 2014.
Back in January 2011, Trinidad Cement Limited (TCL)
announced that it was in breach of covenants on its shortterm debt and needed to restructure its balance sheet.
At the end of that year, TCL had TT$1.7Bn of short-term
liabilities on which it had defaulted, as well as TT$2.9Mn
of long-term debt. In 2012, the company’s board struck
an agreement with creditors to lengthen the maturity
by six years to 2018. Now, just two years after its debt
reschedule, Trinidad Cement Limited (TCL) has suspended
payments on the restructured debt. The underperformance
of its heavily indebted Jamaican subsidiaries along with
other difficulties has resulted in the Group being unable
to make payments which will lead to another restructuring
exercise.

shareholders and creditors to gain control of the company and
the recent termination of its CEO with no apparent permanent
replacement instituted thus far. With over TT$680Mn in short
term liabilities due and mounting capital needs, the former
CEO & the board tested the market with a US$325Mn corporate
bond in May of this year. However the offer failed after ratings
agencies such as S&P reasoned that TCL’s high debt levels and
declining sales figures meant that the bond was rated junk.
It is likely that the company will face even more challenges
given that earnings as at the second quarter of this financial
year have already declined by 54.6% to just TT$32Mn and
with further falloff expected from its Jamaican operations.

JMD Money Market
The Bank of Jamaica (BOJ) closed another round VR CDs last
week. The issues, a 365-day and 2-year instrument, had initial
coupons of 7.72% and 7.97%, respectively. The instrument
closed on Friday, October 3, 2014 with a combined participation
of $536M. JMD market liquidity conditions improved slightly
last week and are expected to remain relatively stable in the
upcoming week given OMO maturities of $9.9Bn.
The BOJ also closed a round of USD CDs. The 4-year, 5-year
and 7-year instruments which opened on September 29th
and closed on Friday, October 3rd had a coupon of 4.50%,
5.00% and 5.50%, respectively. Combined take-up on these
instruments was 16M. USD market liquidity was also stable
throughout last week.

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

Close:
26/09/14
112.69
101.40
183.75

Close:
03/10/14
112.64
100.80
180.17

Change
-$0.05
-$0.60
-$3.58

The FX market remained flat for yet another week. The
greenback traded within the 112.45 and 112.70 range as
increased inflows of USD were enough to meet the tepid
demand for the dollar. On Friday, the dollar traded at a
weighted average selling rate of J$112.64:US$1.00

Although the board is seeking to embark on a strategy
to redirect the Group and increase market reach, these
plans may be side tracked by the active attempt by some
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GOJ Globals
There was a falloff in trading activity of Jaman global
bonds last week, however, the new 25s continued to dominate trading. They traded at 107.75 while the 2036 were
offered at 108.25. Trading in local currency 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*

International News
Business activities in the Euro zone grew at its slowest rate
in September on tumbling demand as the bloc struggles to
add momentum to its fragile economic recovery. Germany’s
private sector expanded at a robust pace last month, pointing to an economic rebound between July-September after
Europe’s biggest economy unexpectedly shrank the quarter
before. However, business growth in the euro zone’s number
two and three economies - France and Italy - contracted,
suggesting stagnation or worse could continue. Despite firms
cutting prices more deeply, the common thread across most
of the surveys in the euro zone was that of weak demand,
with businesses and consumers lacking the confidence to
spend in economies plagued by high unemployment and
years of austerity. President Mario Draghi indicated that the
ECB would start buying covered bonds this month and other
bundles of securitized debt by year-end, but did not provide any estimate of the target size of the program which is
planned to run for two years. He also offered no hints of a
quantitative easing program involving the purchase of sovereign debt, disappointing markets that were hoping the ECB
would do more.
World Bank Cuts Developing East Asia 2015 GDP Forecast
The World Bank lowered its forecasts for growth in developing East Asia this year and next as China’s expansion moderates and policy makers brace for tighter global monetary
conditions.
The region is forecast to grow 6.9 percent in 2014 and 2015,
down from 7.1 percent projected in April, the Washingtonbased lender said in its East Asia and Pacific Economic Update
released today. China will expand 7.4 percent this year and
7.2 percent next year, compared with 7.6 percent and 7.5 percent previously forecast, the report showed.
Data released last month showed China’s industrial-output expansion at its weakest since the global financial crisis, while
moderating investment and retail sales growth underscore the
risks of a deepening economic slowdown led by a slumping
property market. Significant uncertainties remain that could
affect the region’s growth including downside risks in the euro
area and Japan, a sharp tightening in global financial conditions and international and regional geopolitical tensions, the
World Bank said.
“The best way for countries in the region to deal with these
risks is to address vulnerabilities caused by past financial and
*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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fiscal policies, and complement these measures with structural reforms to enhance export competitiveness,” Sudhir
Shetty, the World Bank’s East Asia and Pacific chief economist, said in a statement.
Growth in the region excluding China is expected to accelerate to 5.3 percent in 2015 from 4.8 percent this year as a
gradual recovery in high-income economies boosts demand
for its exports, and domestic economic reforms advance
in the large Southeast Asian economies, the World Bank
said.
Exports Boost
It raised its forecast for Malaysia’s 2014 growth to 5.7 percent from 4.9 percent in April because of robust exports in
the first half, it said. The surge in shipments helped growth
in the economy unexpectedly accelerate to the fastest pace
in six quarters in the three months through June from a
year earlier.
China’s growth is expected to slow as the government
implements policies to address financial vulnerabilities and
structural constraints, the World Bank said.
As it seeks to strike a balance between containing risks and
meeting growth targets, structural reforms in sectors previously reserved for state enterprises and services could help
offset the impact of measures to contain local government
debt and curb shadow banking, the report showed.
Protests in Hong Kong will probably slow growth there this
year but haven’t so far had a significant impact on China’s
economy, Shetty said today.
Trade Flows
The world’s second-biggest economy was the top trading
partner for the 10-member Association of Southeast Asian
Nation’s last year, according to data from the Asean-China
Centre.
The World Bank also cut its forecasts for Thailand’s growth
this year to 1.5 percent from an earlier estimate of 3 percent. The country’s junta, which seized power about four
months ago in a coup, has said it will stop buying farm
products directly from growers as state purchases spur
overproduction, distort the market and create stockpiles.
The country needs to pursue further fiscal reforms following the scrapping of the rice-pledging scheme and proposals including the revision of property income taxes warrant
serious consideration by the new government, the World
Bank said.

German Factory Orders Slump Most Since 2009: Economy
German factory orders (GRIORTMM) plunged the most since
2009, underlining the risk of a slowdown in Europe’s largest
economy.
Orders, adjusted for seasonal swings and inflation, fell 5.7
percent in August, the Economy Ministry in Berlin said today.
Economists predicted a 2.5 percent decline, according to the
median estimate in a Bloomberg News survey. The data are
volatile, and the drop followed a 4.9 percent increase in July
that was the most in more than a year. Orders fell 1.3 percent
from a year earlier.
Deteriorating confidence is undermining a rebound in
Germany’s economy from a second-quarter slump. The
18-nation euro region is struggling to sustain its recovery
amid rising political tension with Russia over its support of
separatists in Ukraine and inflation that’s running at a fraction
of the European Central Bank’s definition of price stability.
“Geopolitical risks, especially the crisis in Eastern Ukraine,
have made companies cautious about their investment plans,
despite very favorable fundamental and funding conditions,”
said Christian Schulz, senior economist at Berenberg Bank in
London. “Once these uncertainties fade confidence and thus
investment should rebound.”
The euro was up 0.4 percent today and traded at $1.2563 at
1:53 p.m. Frankfurt time. The yield on German 10-year bonds
was down 2 basis points at 0.91 percent.
Export Orders
Export orders dropped 8.4 percent in August, while domestic
demand slid 2 percent, the ministry said. Investment-goods
orders plunged 8.5 percent and basic goods orders slid 3
percent, while consumer goods rose 3.7 percent.
Euro-area inflation was 0.3 percent last month, compared
with the ECB’s goal of just under 2 percent. A slowing Chinese
economy and spiraling international sanctions against Russia
have weakened business and investor sentiment.
The World Bank lowered its forecasts for growth in developing
East Asia this year. The region is projected to grow 6.9 percent
in 2014 and 2015, down from 7.1 percent seen in April. That
compares with global growth of 2.6 percent in 2014.
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
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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