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Jamaican Stock Market

LASM’s Earnings Decline in H1
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LASM closed the half year mark with earnings down 15.0% to
$268Mn despite seeing stronger top-line growth. During the
period revenues grew by 11.0% to $2,082Mn driven mainly by
increased export volumes, as its international division reported
growth of 40% during the second quarter (Q2). With the pace of
revenue growth ahead of direct costs, this allowed for an eventual
increase in gross profit to $601Mn. However higher operating
costs resulting from the effect of changes in staff complement,
overhead costs associated with the new manufacturing plant, and
increased finance cost all weighed on LASM’s bottom-line.
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

73,559.56

-8.18

JSE Market Index
All Jamaican Composite

71,706.29
78,888.89
2,105.80
585.90

+40.39
+45.16
+3.35
-

Jamaica Select Index
JSE Cross Listed Index

During the quarter, the company introduced a line of ready to drink
products, iCool water, iCool flavor water and iCool juice drinks
under the LASCO brand. Significant investments were made in
marketing as well as promotional activities in collaboration with its
affiliated company LASCO Distributors. Despite these promotional
efforts, the new product has yet to penetrate the market in a
meaningful way as retail outlets are yet to show a steady supply
of the product. The market for juice drinks is highly competitive
in nature and as such survival will be largely determined by
competitive product pricing and quality.
The company is on target with its long-term plan to invest in
innovation across all facets of the business. These include new
product development and powering a robust pipeline of new
products, in order to drive financial performance and fuel continued
demand for the LASCO brand.

Most Active Stocks
LIME

2,524,359

27.12%

JMMB 8.75%

1,756,030

18.87%

742,190

7.97%

LASM

Top Winners & Losers This Week
$ Change

% Change

Winner:CCC

+$0.44

+20.00%

Winner:CBNY

+$0.01

14.29%

Loser:CFF

-$0.45

-16.07%

Loser:KW

-$0.40

-7.27%

AFS Earnings Release
For the nine month period ending September, AFS reported a 20%
increase in earnings to $239Mn (EPS:$0.87) when compared to
$199Mn (EPS:$0.73) in the comparative prior year period. Interest
income from loans increased by $182Mn or 34% to $721Mn as
loan disbursements grew by 17%. Loan growth has been stronger
as the company continues to improve its product offering to the
micro and small business sector.
Delays in the remittance of employee contributions, particularly
those in the public sector continued to negatively impact the
company’s allowance for credit losses. There was however an
improvement in the third quarter performance as there was a
$20Mn reduction for the period when compared to the second
quarter. Total operating expenses amounted to $512Mn, while the
company’s cost to income ratio improved from 34.4% to 30.1%
during the period.

Weekly
LASD-Earnings Decline 33%
Lasco Distributors Limited’s (LASD) ended the first half
of the year with earnings of $202.9Mn (EPS: $0.06), a
33% year-on-year decline when compared to last year’s
net profit. Despite registering a 10% increase in revenues
to $5,096.2Mn, the devaluation of the Jamaican dollar
during the period and its adverse impact on the input
prices resulted in lower margins. Consequently, LASD’s
gross profit margin dipped by 200 basis points to 17.9%.
Although the company was able to record growth in
income from its other operating lines, higher operating
expenses eroded the company’s margins. The strategy to
increase the company’s market share by employing robust
marketing and promotional activities led to a 17.2%
increase in operating expenses to $738.0Mn. As such,
LASD’s net profit margin was 4.0%, the lowest margin
registered since 2012.
Medical Disposables & Supplies Sees 60% Surge in H1
Earnings
Medical Disposables & Supplies Ltd (MDS) registered an
impressive 60.6% increase in net profit for the six month
period ended September 30, 2014. Earnings for the period
stood at $38.7Mn (EPS: $0.15). Management’s strategic
thrust to grow its market share by engaging a larger
customer base through its various operating lines reaped
some benefits as revenues moved up by 26% to $540.3Mn.
Despite, recording an increase in the company’s cost of
goods sold, management’s commitment to reviewing its
pricing structure to reflect the increases resulted in gross
profit margin increasing from 24.8% in 2013 to 25.2%
in 2014. Higher staff costs and other business related
expenses saw operating expense increasing by $31.2Mn
to $93.8Mn. This represents a 49.8% increase in total
operating expenses. Nevertheless, the company’s net
profit margin still improved by 152 basis points to 7.2%.

JMD Money Market
The Bank of Jamaica closed a round of VR CDs on Thursday,
October 30th with a total participation of J$3.6B. The issue
included a 1-year and 2-year instrument with initial coupon
of 7.59% and 7.84%, respectively. JMD market liquidity
remained relatively unchanged with no significant change in
broker market rates.
The Central Bank also closed its issue of a 4-, 5- and 7-year
USD CD last week. The total take-up on these instruments
was US$32.4M. USD market liquidity levels continued to be
fair last week with few brokers expressing demand on the
longer end of the curve.

Foreign Exchange Market
Selling
J$/US$1

Close:
24/10/14
112.64

Close:
31/10/14
112.76

Change
+0.12

J$/CDN$1

100.65

100.58

-0.07

J$/GBP£1

181.20

180.24

-0.96

There was a slight increase in demand for the greenback by
end users and brokers. The dollar traded at a high of 112.85
but closed on Friday at a weighted average selling rate of
J$112.76:US$1.00.
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GOJ Globals
It was another quiet week in Jaman global bond trading
however the Jaman 2025s continued to dominate activity.
They traded at 107.75 while there were offers on the 19s
at 109 and the old 25s at 116. Trading in JMD denominated bonds was limited to retail volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2015

102.500

104.500

1.09%

2017

114.500

115.500

4.31%

2019

108.750

110.750

4.73%

2022

125.000

127.000

6.81%

2025

116.000

118.000

6.88%

2036

106.000

108.000

7.73%

2039

102.750

103.750

7.65%

Offer Yield*

International News
The US Federal Reserve has ended its $4.5T bond-buying
program, halting its accommodative monetary policy introduced nearly six years ago. The Central Bank indicated that
the final tranche of bonds under QE would be bought this
month, but it remains committed to keeping record low interest rates for a considerable time. The Fed has indicated
that the US continues to see sufficient underlying strength
in the broader economy to support ongoing progress toward
maximum employment in a context of price stability.
The Fed began to slow its purchase of Treasury bonds and
mortgage-backed securities in January, but until now it had
not confirmed an end date. The Central Bank has steadily
reduced its monthly bond purchases from a peak of $85B
per month to $15B per month. Despite the end of its bondbuying program, US monetary policy remains ultra-loose,
with an interest rate range at a record low of between 0%
and 0.25% since December 2008. The Federal Open Market
Committee (FOMC) reiterated its commitment to leaving rates
on hold in the coming months, despite a brighter economic
backdrop. “The committee anticipates, based on its current
assessment, that it likely will be appropriate to maintain the
low target range for the federal funds rate for a considerable time following the end of its asset purchase program
this month, especially if projected inflation continues to run
below the committee’s 2% longer-run goal, and provided that
longer-term inflation expectations remain well-anchored. The
FOMC sounded an optimistic note on the economy, suggesting recovery was on track with economic activity expanding
at a moderate pace.
Manufacturing in U.S. Expanded More Than Forecast in October
Manufacturing in the U.S. expanded in October at a faster
pace than forecast, indicating the industry remains a pillar of
strength for the world’s largest economy.
The Institute for Supply Management’s factory indexincreased
to 59 in October, matching August as the highest since March
2011, after 56.6 the prior month, the Tempe, Arizona-based
group’s report showed today. Readings above 50 indicate expansion. A gauge of production was the strongest in a decade.
The pickup signals U.S. factories are withstanding slower global markets as improving balance sheets give households and
companies the wherewithal to spend. A stronger job market
*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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and the cheapest gasoline prices since 2010 will probably
provide an added boost to consumer demand, keeping assembly lines busy.
“A lot of people have focused or been worried about the
weakness in Europe and the global economy and have
been fearful we were going to see this huge hit in exports,”
said Scott Brown, chief economist at Raymond James &
Associates Inc. in St. Petersburg, Florida, who is among
the top-ranked ISM forecasters. “We’ve been in this long
recovery process and we still have pretty good momentum
in domestic demand. That’s really the driving force.”
The median estimate in a Bloomberg survey of 83 economists called for a decline to 56.1. Estimates (NAPMPMI)
ranged from 55 to 58.6. Manufacturing accounts for about
12 percent of the economy.
Stocks fluctuated, after a monthly advance pushed benchmark indexes to records, as investors weighed equity valuations and global growth prospects. The Standard & Poor’s
500 Index fell less than 0.1 percent to 2,017.12 at 10:38
a.m. in New York.
Global Manufacturing
American factories are expanding faster than their counterparts in the rest of the world. European manufacturing barely grew last month as output in France and Italy
shrank, while factories in China showed signs of cooling.
A final reading of a Purchasing Managers’ Index for the
industry in the euro area stood at 50.6 in October, Londonbased Markit Economics said today. While up from a 14month low of 50.3 in September, it’s below a 50.7 estimate
released on Oct. 23 and barely above the mark of 50 signaling expansion.
China’s official gauge of manufacturing eased to 50.8 last
month from 51.1 in September. A separate purchasing
managers’index from HSBC Holdings Plc and Markit was
little changed at 50.4 in October after a final reading of
50.2 in the previous month.
Production Gains
The ISM’s U.S. gauge of production advanced to 64.8, the
highest since May 2004, from 64.6. The new orders measure climbed to 65.8 last month, the second-highest level
since August 2009, from 60 in September, while the index
of bookings waiting to be filled rose to 53 in October from
47.
“Manufacturing was firing on all cylinders in October,”Bradley
Holcomb, chairman of the factory survey, said on a conference call with reporters. “We’re going to finish the year
strong and set up well for next year.”

Demand for cars, a source of strength for U.S. manufacturing this year, showed signs of moderating in September after
sales climbed to a 12-year high. Automakers reported September sales of 16.3 million vehicles at an annualized paceafter a 17.5 million rate in August that was the highest since
January 2006.
Euro Manufacturing Remains Near Stagnation as Italy Contracts
European manufacturing barely grew last month as factory
output in France and Italy shrank.
A final reading of a Purchasing Managers’ Index for theindustry stood at 50.6 in October, London-based Markit Economics
said today. While that’s up from a 14-month low of 50.3 in
September, it’s below a 50.7 estimate released on Oct. 23 and
barely above the mark of 50 signaling expansion.
The recovery in the 18-nation region came to a halt in the second quarter as its three largest economies failed to grow, and
European Central Bank President Mario Draghi has warned of
a deflationary spiral of falling prices and postponed spending.
ECB policy makers will gather in Frankfurt this week and announce their monetary-policy decision on Nov. 6.
“The euro-zone manufacturing sector remained in a state of
near-stagnation in October, as weak demand continued to
restrict growth of both output and employment across the
currency union,” Markit said in a statement. “National PMI
data again highlighted the ongoing performance disparities
between countries.”
Gauges for Ireland, the Netherlands, Spain and Germanysignaled expansion in October, according to Markit, while a
downturn in France accelerated and Italy fell back into contraction.
The euro-area economy grew 0.2 percent in the third quarter,
according to a Bloomberg survey of economists. Gross domestic product probably rose 0.3 percent in Germany and 0.2
percent in France, with stagnation in Italy, the survey shows.
The European Union’s statistics office will publish GDP data
for the three months through September on Nov. 14.
Cost Cutting
New orders in the euro area declined for a second month in
October, with weakness mainly centered on domestic markets, Markit said. The pace of job creation remained nearstagnant, while strong competition weighed on pricing power,
according to the report.
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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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