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Jamaican Stock Market

Businesses Maintains Positive Outlook While
Consumers are Less Optimistic
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

74,578.03

+927.51

JSE Market Index
All Jamaican Composite

72,675.75
79,972.88
2,137.44
585.90

+970.54
+1,085.24
+23.18
-

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
LIME

11,601,587

34.73%

DG

4,610,483

13.80%

LASM

3,349,761

10.03%

Top Winners & Losers This Week
$ Change

Winner:KW

% Change

$1.50

+30.00%

Winner:RJR

$0.11

+10.58%

Loser:MDS

-$0.12

-6.00%

Loser:LASF

-$0.05

-5.00%

According to the most recent Confidence Survey, during the 3rd
quarter of 2014 Business Confidence remained positive indicating
firms believe that the current economic policies augur well for
business prospects. Consumers on the other hand, though
generally satisfied with their standard of living, were concerned
about lower prospects for job opportunities in the market. Overall,
consumer and business confidence for the 3rd quarter of 2014
fell marginally to 97.8 and 112.1 points from 100.8 and 112.8
points respectively from three months earlier. Confidence for both
indices, however, remains much higher relative to a year earlier.
For January to September 2014, the Business Confidence Index
has been higher than any other corresponding period since 2007.
Additionally, firms viewed prospects for the Jamaican economy
more favorably in the latest survey than any time since the start
of 2012. Renewed confidence in the economic outlook continues
to be the driver of the business’ optimism. As such, companies
were actively taking steps to increase production and productive
capacity in order to meet the anticipated growth in demand from
both local and international markets. Though businesses were
aware that robust investment plans may erode profit margins
in the short term, approximately 48% of firms expected higher
profits next year due to a pickup in demand.
However, there were mixed reviews on the consumer side.
Though most consumers admitted to being satisfied with their
current quality of life; lower job prospects and a possible decline
in income in the short to medium term weighed on consumer
confidence. Consumers continue to be worried about inflation,
higher taxes, devaluation amid stagnant salaries and scarce job
opportunities. However, an improved outlook on the economy
has helped to support future purchasing plans. This, as plans to
purchase homes, vehicles and vacation spending all increased
over the quarter.
Remittance-June
Net remittances in June stood at US$153.6Mn, an increase of
US$7.8Mn or 5.4% 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$168.3Mn (+1.4%), above the
average of US$163.8Mn for the same month over the last 5
years. For the first half of the calendar year, net remittances were
US$948.9Mn, an increase of 5.6% relative to the corresponding

Weekly
prior year period. Notably, inflows year to date were
above the corresponding pre-crisis outturn of 2008. This
reflected an increase in remittance inflows of US$34.9Mn
to US$1,055.1Mn, while remittance outflows declined by
12.4% to US$106.3Mn.
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 by the source
market. However recent economic release from Canada
has indicated a more optimistic outlook.Canada’s jobless
rate fell to the lowest in almost six years in September on
the biggest monthly increase in employment since May
2013. The unemployment rate fell to 6.8% last month,
the lowest since December 2008 and down from 7.0%
a month earlier. Given the recovery in Canada’s labour
market, 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.
Knutsford Express Posts Stronger Earnings in Q1
For the first quarter of FY2014/15 Knutsford Express
reported earnings of $17.1Mn (EPS:$0.17) which
represented a 20.4% increase over the corresponding
prior year period. Revenue grew by 43.7% to $103.3Mn
which reflected growth in passenger travel. In response to
demand, the company expanded the number of departures
on offer while increasing travel options to passengers
along the South Coast by 50%. This positively impacted
top-line growth. There was a significant increase in
operating expenses (+50.1%), given the expansion in its
operations. However lower finance costs by way of efforts
to deleverthe balance sheet usingproceeds fromthe IPO
in December 2013, helped to reduce the pressure on the
company’s bottom-line.

(approximately US$201Mn) debt maturing in October 2014.

JMD Money Market
OMO maturities this week stood at $9.9B, the majority of
which represented inflows from the maturity of a BOJ Indexed
Bond on Wednesday, October 8th. This led to a falloff in shortterm market rates as a result of an increase in JMD market
liquidity.
USD market liquidity remained relatively unchanged week over
week, with little demand on the longer end of the curve.

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

Close:
03/10/14
112.64
100.80
180.17

Close:
10/10/14
112.65
100.49
180.70

Change
+$0.01
-$0.31
+$0.53

The FX market remained flat for yet another week. The
greenback traded within the 112.55 and 112.65 range as
end user demand continues to be relatively subdued. Weak
consumer demand and the consequent falloff in imports, have
both contributed to a slowdown in demand for the USD. The
relative stability seen in the local currency is also influenced
by the fact that NIR levels have significantly improved when
compared to a year ago, which has helped to restore market
confidence. During the month of September the local currency

Jamaica’s Net International Reserves Continue its 3 Year
High Streak
Net International Reserves (NIR) as at September 2014
was US$2,200.57Mn; the highest Jamaica has registered
in over 39 months. At current exchange rates, this amount
represents enough reserves to purchase 19.52 weeks of
Goods & Services Imports based on the estimated value
of imports for the 2014/2015 fiscal year. Though Jamaica
made a US$30Mn payment to the IMF in September,
the island’s NIR coffers continue to benefit from the
US$800Mn received from the issuance of a global bond in
July. However, the NIR is expected to decline in the near
term, given that the government is anticipated to use a
portion of the proceeds from the bond to repay a €150Mn
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GOJ Globals
There was moderate trading in Jaman bonds; with trading mainly centred on the new Jaman 2025s which traded
at 108. There were buyers in the market for 2036s and
2039s at 106 and 102 respectively. Trades were reported
on NROCC 2024 at 108. There continues to be high demand on Barbados 21s and 22s but the lack of supply has
limited trading.

Indicative Levels - GOJ Globals
Bid

Offer

2015

103.000

104.250

2.14%

2017

114.750

116.250

4.15%

2019

109.375

110.875

4.74%

2022

125.00

127.000

6.83%

2025

108.000

109.125

6.35%

2036

106.750

108.750

7.66%

2039

102.000

103.250

7.70%

Offer Yield*

International News
Canada’s jobless rate fell to the lowest in almost six years in
September on the biggest monthly increase in employment
since May 2013. The unemployment rate fell to 6.8% last
month, the lowest since December 2008 and down from
7.0% a month earlier. The economy created a net 74,100
new jobs after recording a decline of 11,000 jobs in August. Canada had been undergoing its worst labor-market
slump since the 2009 recession, with persistent employment
slack restraining income growth in the world’s 11th-largest
economy. The gain in September accounts for about half of
all gains over the past 12 months. The bulk of the gains in
September were in full-time employment, which increased
by 69,300. Among industries recording gains were construction, natural resources accommodation and food services
and health care. Bank of Canada policy makers have indicated that the slow employment growth is a clear sign that
slack is persisting, with gains at about half those needed for
the country’s economy to recover.
Over in Europe, the European Central Bank indicated that
a slowdown in the euro zone’s economic momentum could
weigh further on the reluctance of companies and households
to invest. Growth in the euro zone economy ground to a halt
in the second quarter and weaker-than-expected economic
data for the bloc’s largest economy, Germany, have raised
concerns about the prospects for a recovery in the bloc. While
the risks surrounding the economic outlook remained on the
downside, the recovery was expected to resume, though at
a modest level, highlighting the need for fiscal consolidation
and structural reforms. The current weakening in economic
momentum may postpone somewhat more the resumption
in private investment, which is also negatively affected by
heightened geopolitical risks.
Draghi Asset Plan Seen Falling Short as QE Bets Rise
Mario Draghi’s latest strategy for the euro area is failing to win
over economists.
More than 60 percent of the respondents in Bloomberg’s
monthly survey say the European Central Bank president’s
plan to steer its balance sheet toward early-2012 levels is set
to fall short and a growing number predict he’ll resort to largescale government-bond buying. Two-thirds are unhappy with
the lack of details for an asset-purchase program that will start
this month after the ECB declined to say how big it will be. The
survey points to possible battles ahead in the Governing Council with some officials already opposing the plan to buy asset*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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backed securities and covered bonds. At the International
Monetary Fund’s annual meetings in Washington, Draghi
again signaled that he intends to expand the ECB’s balance
sheet by as much as 1 trillion euros ($1.3 trillion) to stave
off deflation in the euro area.
“The ECB remained utterly vague about the details, especially about the size of the purchase program,” said Duncan
de Vries, an economist at NIBC Bank in The Hague. “The
advantage for the ECB from not providing all the details
is that it keeps flexibility. The disadvantage is clearly that
financial markets keep on questioning the ECB’s ability and
willingness to fight disinflation.”
Last Tool
Investor bets on future consumer prices have deteriorated
since the ECB’s Oct. 2 monetary policy meeting. Euro-area
inflation slowed to 0.3 percent in September and hasn’t
been near the price-stability goal of just under 2 percent
since early 2013.
ECB Chief Economist Peter Praet said in Munich today that
he doesn’t see any signs of deflation in the currency bloc,
though “the risk of falling into negative inflation is not zero”
if there are new shocks.
The IMF cut its economic forecasts for the region last week
and urged the ECB to consider buying sovereign debt.
Draghi said on Oct. 11 at the IMF that expanding the ECB’s
balance sheet is the last monetary tool left to revive inflation, while again declining to give a specific target.
“It’s very difficult for me to give you an exact figure at
this point in time,” he told reporters. “I gave you a kind of
ballpark figure, say about the size the balance sheet had at
the start of 2012
ECB Assets
The ECB’s assets peaked at 3.1 trillion euros in the first half
of 2012 and have since dropped to 2.1 trillion euros.
The purchase program plus the ECB’s long-term loans to
banks will add 600 billion euros, according to the median
estimate in the survey. The balance sheet will expand by
150 billion euros this year, 250 billion euros in 2015, and
200 billion euros in 2016, the survey shows. More than half
of the economists predict Draghi will eventually announce a
QE program of government-debt purchases similar to those
carried out by the U.S. Federal Reserve and the Bank of
England. That’s up from about a third in September.

France’s Budget Attacked as Finance Ministers Round on
Plan
Euro-area governments warned Francethat it cannot expect
special treatment if its budget for next year falls outside of
European Union spending rules.
The euro zone’s finance ministers are meeting in Luxembourg
today with a discussion of countries’ 2015 budgets on the
agenda. With France’s economy recording scant growth and
its government acknowledging that it will miss EU deficit
targets, its call for greater leeway from its EU partners is
receiving a frosty welcome.
“Based on the numbers we’ve heard up to now, the gap
between what should be achieved based on the rules and the
budget that’s expected is very big,” Dutch Finance Minister
JeroenDijsselbloem told reporters before the meeting. “With
all respect for France, this gap must be reduced.”
France is under pressure as it predicts its budget deficitto
widen this year for the first time in half a decade and doesn’t
see the shortfall shrinking to the EU limit of 3 percent of gross
domestic product before 2017. That’s two years later than the
extended deadline set down by the European Commission.
“The rules of the game should be the same for everyone
--France has a very special responsibility here,” Austria’s
Finance Minister Hans Joerg Schelling said. “Just like Austria,
all the other countries have to do their homework.” Euroarea countries including France must submit their budget
to the EU this week. Using powers bolstered at the height
of the debt crisis, the commission, the EU’s executive wing,
can force France to revise the plan if it deems it to show
insufficient progress in shrinking its deficit.
Spending Rules
Countries which have kept to the rules “justifiably are
demanding that the same measures be enforced in the larger
countries,” Bundesbank President Jens Weidmann said today
in a speech in Bielefeld, Germany. “If the rules were to be
stretched once more to their maximum, that would massively
weigh on their credibility,” he said. “We should not forget
that the sovereign debt crisis began when financial markets
withdrew their trust in the sustainability of nations’ debt.”
The bloc’s finance ministers must also endorse each other’s
budgets before the end of the year, which may create a
standoff between the nations that demand others stick rigidly
to spending rules and those -- such as France and Italy -that want to spend more in a bid to boost the economy. “It’s
not about the timing, it’s about the pace,” Finance Minister
Michel Sapin said in an interview with Bloomberg Television
in Washington on Oct. 11.
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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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