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Jamaican Stock Market

LIME Goes With the FLOW
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On November 6, 2014 Cable & Wireless Communications reached
a conditional agreement to acquire Columbus International Incparent of local Cable operators Flow. The proposed acquisition, is
valued at US$3.025Bn, which includes net debt of Columbus close
to the US$1.2Bn which the acquirer will assume. If approved by
the regulators, the acquisition will mean that Lime will once more
dominate in the local Telecoms space-building on its broadband
penetration and gaining a strong footing in the Subscriber TV
sub-segment.
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

74,661.51

+1,101.95

JSE Market Index
All Jamaican Composite

72,842.87
80,159.75
2,147.11
585.90

+1,136.58
+1,270.86
+41.31

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
DG

29,473,897

54.30%

LIME

16,797,568

30.95%

SGJ

1,652,694

3.05%

Top Winners & Losers This Week
$ Change

Winner:LIME

$0.02

In the long term, the acquisition could benefit CWs growth
strategy as it broadens its menu of services and integrates
Columbus’ wide market reach throughout the region. Investors
are seemingly optimistic about the prospects for the company as
the shares of Lime has increased 14.3% since the announcement.
That said, in the near term, the acquisition is expected to weaken
CWC’s financial performance, given that Columbus’ earnings were
generally weak. As a result of this, CWs credit ratings were placed
on negative watch by S&P given the likelihood of a one notch
downgrade to BB-, once the acquisition is completed.
Eppley to Make Another Preference Share Offer
After its Initial Public Offering of ordinary shares in July 2013, and
a subsequent offer of 50,000,000 9.5% cumulative redeemable
preference shares at the price of J$6.00 per share November
2013, Eppleyhas comeback tothe market with a new preference
share issue. This time, the company is offering for subscription of
41,666,667 cumulative redeemable preference shares which are
priced at J$6.00 and are expected to mature November 30 2019.
The shares will pay dividend of 10% per annum in Years 1 and
2, after which payments will be stepped up to 11% per annum
in years 3 and 4. Dividend payment in year 5 isset at 11.5%.
The preference share offer, if fully subscribed, should allow the
company to raise J$250,000,002 in additional funding, which is
expected to be used to expandthe capacity of the company to
provide credit facilities. The offer is set to open on November 11
and close on November 18.

% Change

7.14%

Winner:SGJ

$1.23

6.28%

Loser:CPJ

-$0.20

-9.09%

Loser:MTL

-$0.01

-9.09%

Eppley is an investment company, thatinvests in loans, leases,
insurance premium financing and other forms of commercial credit.
The company invests in credit both by making loans directly to its
customers and also, by purchasing loans and leases from other
lenders on the secondary market. In so doing, it provides funding
to a wide cross-section of consumers, professionals and firms. In
its insurance premium financing portfolio, Eppley provides credit
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to thousands of clients annually, allowing policyholders to
insure property and motor vehicles.
Current Account Improves January to June 2014
The current account balance for the first half (H1) of 2014
improved by US$129.1Mnto a deficit of US$440.6Mn,
relative to the corresponding period in 2013. This deficit
recorded for the 2014 period is the lowest for the previous
three corresponding periods. This was helped by the swift
depreciation of the local currency, which resulted in a
reduction in imports for the sub-sectors.The combined
goods and services deficit of US$1,447.6Mnimproved by
US$25.0Mn, which resulted from a reduction in imports.
For the Goods sub-account, the deficit improved by
US$16.4Mnto US$1,859.2Mn, as imports declined at a
faster pace relative to exports,. This decline was mainly
driven by falloffsof US$144.2Mnand US$94.6Mnin chemical
and mineral fuel imports.
The balance on the services sub-account improvedto
US$411.6Mnfor the review period, primarily from
improvements in travel services associated with a 1.9%
increase in long stay tourist stopovers.
Government “Dips” into NIR coffers for Debt Repayment
Following the repayment of a €150Mn debt which matured
in October 2014, Net International Reserves (NIR) as at the
end of the month (October 2014) stood at US$2007.21Mn.
This represents a US$193.36Mn decline when compared
to the NIR outturn in the previous month. The next
maturity is in June 2015, where another US$300Mn will
be required to fund the maturing GOJ 9.00% 2015s. At
current exchange rates, this amount represents enough
reserves to purchase 18.21 weeks of Goods & Services
Imports based on the estimated value of imports for the
2014/2015 fiscal year.

JMD Money Market
JMD market liquidity conditions tightened slightly towards the
end of last week with increased demand by brokers for shortterm funding. However, market liquidity levels are expected
to increase significantly in this week. On Monday, the GOJ
7.50% 2017 FR BMI Notes are expected to pay interest of
J$2.1B while the BOJ 4.00% 2014C USD Indexed Notes are
set to mature on Tuesday, November 11th with an expected
principal payout of J$8.3B. As a result, JMD market rates are
expected to decline significantly next week.
USD market liquidity levels continue to be moderate with some
broker demand for longer tenured funds. As such, broker
market rates continue to be stable.

Foreign Exchange Market
Selling
J$/US$1

Close:
31/10/14
112.76

Close:
07/11/14
112.91

Change
+0.15

J$/CDN$1

100.58

99.12

-1.46

J$/GBP£1

180.24

179.33

-0.91

During the course of the week there was a steady slippage in
the value of the JMD due to limited supply of the greenback.
This limited supply has begun to influence USD purchasing
amongst both brokers and customers. Broker bid rates climbed
higher this week by $0.15, with the market net purchasing
funds in anticipation of further JMD depreciation and limited
USD inflows in late November. The expected payment of the
index bond should result in greater JMD liquidity, thereby
causing added pressure on the US currency as investors seek
hard currency investments to place funds. Broker market bid
rates traded in the range J$112.90 – J$113.00 for last week.
On Friday, the dollar closed at a weighted average selling rate
of J$112.91:US$1.00.
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GOJ Globals
Jaman global bond trading activity was centered around
the new 25s with most trading in a range of 107.65 to
107.75. There were sellers of 19s at 109 and 39s at 103.50
while there was a large buyer of 15s at 102.50. Trading
activity was limited to retail volumes in the JMD secondary
bond market.

Indicative Levels - GOJ Globals
Bid

Offer

2015

102.500

104.500

0.78%

2017

114.500

115.500

4.26%

2019

108.250

110.250

4.865

2022

125.000

127.000

6.80%

2025

107.750

109.000

6.36%

2036

106.000

108.000

7.73%

2039

102.500

103.500

7.67%

Offer Yield*

International News
The U.S. Labor Department indicated that unemployment fell
to a six-year low of 5.8% in October. The rate has dropped
1.4 percentage points since October 2013, matching the
biggest 12-month retreat since 1984. U.S. employers added
214,000 workers to payrolls last month, which reinforced
economists’ expectations that the Federal Reserve will start
raising interest rates in mid-2015. Job gains are heading for
their biggest annual gain in 15 years as policy makers weigh
how much labor-market strength is sufficient for them to
raise the main interest rate for the first time since 2006.
Hiring was broad-based and most of the measures that the
Fed used to gauge the amount of slack in the labor market
improved. The U.S. central bank last week struck a relatively
upbeat tune on the jobs picture as it ended a bond-buying stimulus program, but even after the employment data,
financial markets held to their view that benchmark rates
would stay near zero until the second half of 2015.
Canada’s unemployment rate unexpectedly fell to a six-year
low last month on hiring led by retailers and financial companies. The biggest two-month increase in jobs since April 2012
suggests the inactivity that had plagued the nation’s labor
market may be lifting. Prior to the report, average monthly
increases had slowed to 12,200 since the beginning of 2013,
about half the pace of the three years prior.
Russia Says Sanctions Hurting as Bank Moves to Defend Ruble
Russia’s financial guardians made their broadest acknowledgment yet that sanctions are sinking the economy, as the central bank moved to protect the ruble after the currency’s worst
week in more than a decade.
The Bank of Russia said in Moscow today that gross domestic product will probably stagnate in 2015, highlighting the
damage wrought by a slump in oil prices and international
measures linked to the conflict in Ukraine. Governor Elvira Nabiullina said the ruble’s slide has gone too far and pledged to
limit local-currency funding to ward off speculators.
It means the central bank “is facing the true reality,” said
Vladimir Miklashevsky, an economist at Danske Bank A/S in
Helsinki. “It looks like wishful thinking is over for now.”
Accused of stoking the conflict in Ukraine, President Vladimir
Putin is struggling to shield the economy, which is growing at
the slowest pace since a 2009 recession. The ruble has depre*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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ciated to record levels, while the Bank of Russia raised its
net capital outflow forecast to $128 billion this year, double
the $61 billion it reported for 2013.
The central bank cut the growth forecast in its main outlook
for 2015 to zero and pushed back its estimate for meeting
an inflation target of 4 percent by one year from 2016, according to the revisions published today.
Putin Response
It forecast that sanctions will last through 2017 and oil will
average $95 a barrel, compared with an estimate of $102
this year. Benchmark Urals crude was trading at $82.13 on
Nov. 7, according to Alexander Sakovich, a Finance Ministry
adviser.
Putin, in Beijing for a regional summit, played down the
ruble’s decline, saying it was “absolutely not connected” to
the performance of the Russian economy.
The currency rallied 2.7 percent to 45.4070 per dollar by
4:34 p.m. in Moscow, the biggest advance since Oct. 30.
It had its worst week in at least 11 years last week, falling
7.8 percent against the dollar in the biggest drop among 24
developing countries monitored by Bloomberg.
The central bank, which said last week it was prepared to
increase currency interventions “at any moment” to ward
off speculators, may adopt temporary limits on ruble liquidity, Nabiullina said on Rossiya 24 television today.
Bank of Russia abolished its predictable intervention policy
on Nov. 5. Two days later, it released a statement saying
it was prepared to increase currency interventions “at any
moment” as signs of “feverish” demand for dollars and euros entailed a risk to financial stability.
Free Float
Today, it took that policy change further by fully eliminating
the mechanism used for regular interventions and moving
the exchange rate closer to a free float.
“In the short term, it will have an impact on inflation,
deepen the economic troubles and push the economy into
recession,” LilitGevorgyan, senior economist at IHS Global
Insight, said by phone from London. “On the other hand, a
weaker ruble is good for Russian exporters and also could
make the currency more resilient to future shocks.”

China’s $50 Billion Bank Would Spur Competition, Abbott
Says
The U.S., Japan and other nations yet to join China’s proposed
$50 billion Asia regional bank shouldn’t fear the competition
it will bring, Australian Prime Minister Tony Abbott said, while
calling for the new institution to be more multilateral.
“None of us should be frightened of competition, let’s try and
make this thing happen,” Abbott said today in an interview in
Beijing, where he’s attending the Asia-Pacific Economic Cooperation summit. For nations including Australia to join, the
Asian Infrastructure Investment Bank would have to be more
multilateral, “rather than an arm of any one country’s foreign
policy,” Abbott said.
Australia, which will push for more private-sector funding
of infrastructure projects when Abbott hosts the Group of
20 summit in Brisbane this weekend, has declined to sign
a memorandum of understanding to create the AIIB, a key
component of China’s efforts to expand its regional influence.
PresidentXiJinping, who first put forward the bank’s concept
in October last year, is scheduled to address Australia’s parliament in Canberra on Nov. 17, with the nations still locked in
negotiations for a free-trade pact.
The bank, a potential rival to institutions such as theAsian
Development Bank, has been opposed by the U.S., which has
asked its allies not to participate, the New York Times reported last month.
“I think China’s intention is for it to be a multilateral institution,” Abbott said. “As soon as the governance and transparency arrangements reflect those of other multilateral institutions, well not only would Australia be in it but I’d expect that
Japan, the United States, Korea and everyone else will be in
it.”
‘International Rules’
Speaking after a meeting in Beijing today with Abbott, U.S.
President Barack Obama said “it’s all for the good” if China
contributes to international efforts to help less developed
countries.
“Not only are we not opposed to those efforts, we want to actively encourage those efforts for China,” Obama told reporters at the U.S. embassy. “But what we’ve consistently said is
that it’s important for China to uphold international rules and
norms as it expands its influence.”
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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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