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Jamaican Stock Market

Real GDP Contracts during Q3
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Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

76,503.91

+1,251.75

JSE Market Index
All Jamaican Composite

74,621.16
82,148.13
2,203.56
585.90

+1,116.30
+1,248.18
+45.82
-

Jamaica Select Index
JSE Cross Listed Index

The Planning Institute of Jamaica (PIOJ) reported an estimated
real GDP contraction of 0.8% during the July-September 2014
quarter (Q3). This downturn follows on four consecutive quarters
of growth recorded since July – September 2013.The outturn for
Q3 2014 period largely reflected the impact of drought conditions
which prevailed during the months of June and July which
adversely affected the performance of some industries, particularly,
Agriculture and Electricity & Water.Delays in the implementation
of several government financed capital projects also weighed on
GDP outturn. However, overall contraction in economic activity
was tempered by a strengthening in the performance of the
Hotels & Restaurants and Transport, Storage and Communication
industries.
The Goods-Producing Industry declined by 5.5% with all industries,
except construction, registering declines in real value added. This
performance largely reflected the impact of drought conditions
and plant downtime. Real GDP for the Agriculture, Forestry &
Fishing industry, declined by an estimated 21.0%, while Mining
& Quarrying fell by 2.0%, due to lower output from the heavier
weighted alumina component. The Manufacturing industry also
posted a decline.
The Services Industry grew by 0.6%, following increased real
value added in six of the eight industries, such as Wholesale &
Retail Trade, Transport, Storage & Communication, Finance &
Insurance and Hotels & Restaurants.

Most Active Stocks
LIME

6,236,725

18.68%

KEX

5,020,011

15.03%

DG

4,197,550

12.57%

Despite the economic decline in Q3, the nine month outturn
remained positive. During the period real GDP is estimated to have
increased by 0.9%. Real value added for the Goods Producing
Industry is up 2.1%, and 0.4% for the Services Industry. The
industries which recorded the largest increases during this nine
month period were Agriculture (up 4.6%); Mining & Quarrying
(up 2.0%) and Hotels & Restaurants (up 2.0%).

Top Winners & Losers This Week
$ Change

Winner:KEX

$0.40

% Change

7.34%

Winner:LASD

$0.15

11.36%

Loser:JSE

-$0.29

-15.76%

Loser:LIME

-$0.08

-15.69%

Main Market to See another IPO
On November 27th, 2014, invitations will open for the Main Market
initial public offer for 138 Student Living. 138 Student Living
Jamaica Limited is a real estate investment company.The company
is seeking to issue up to 98,616,667 ordinary shares at $4.00 and
up to 33,680,000 floating rate cumulative redeemable preference
shares at $5.00. Cumulative preferential dividends will be paid at
a rate equal to GOJ 180 days weighted average Treasury Bill Yield
plus 3% per annum (WATBY + 3%). The preference shares will
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have a maturity date of 2044, being 30 years after issue.
138 Student Living was recently formed to undertake a
special project, namely the development of 1,584 student
residence units dispersed over 11 new high –rise blocks
in partnership with UWI at its Mona Campus under a
Concession Agreement lasting for up to 65 years. Under
the terms of the Concession Agreement, the Company
will design, finance, construct, and operate the units of
student accommodation in 3 development phases. UWI
has guaranteed 90% occupancy of the constructed units
in any 51 – week period for as long as the Concession
Agreement is in place, which is currently contemplated to
be a minimum of 30 years and a maximum of 65 years.
The Directors anticipate that this contractual guarantee
will mitigate the risk typically associated with fluctuations
in rental income.

At the current price of $3.35, JAMT’s trailing P/E was 9.60X
while its P/B was 0.88X.

JMD Money Market
The Bank of Jamaica (BOJ) closed its issue of a 1-year and
2-year VR CD on Monday, November 17th. Total participation
on these instruments was $5.9B. The substantial take-up was
driven by significant JMD inflows in the month of November
from the maturity of the BOJ 2014C USD Indexed Note
(J$8.3B) on November 11th. JMD market liquidity levels
remained relatively unchanged last week with broker market
rates holding firm
The BOJ also closed a round of USD CDs on Tuesday, November
18th. The 4-year, 5-year and 7-year instruments absorbed
US$48.6M from the market but had no notable effect on
general market conditions.

The invitation closes on December 4.
Jamaican Teas “Brews” Lower Earnings for the
FY2013/14
Jamaican Teas Limited (JAMT) reported earnings of
$58.95Mn (EPS: $0.349) for the 12 months ended
September 30, 2014. This represents a 38% decline when
compared to the corresponding 2013 period. Large stock
losses due to lower inventory counts which were recorded
by JAMT’s two supermarkets led to the significant falloff
in net profit for year. Despite an increase in revenues from
JAMT’s Manufacturing and Retail Divisions, Group revenues
moved down by $78.58Mn to $1.15Bn over the year. This
was largely due to the non-recurrence of real estate
development income and sales from coffee which helped
to drive income in 2013 and were not recorded in 2014
financials. Despite this and the increases in raw material
costs outpacing the increases in selling prices, gross profit
margin only moved down by 1 basis point to 17.9%.
Total operating costs were $167.87Mn, a 36% increase.
This significant increase resulted in a deterioration in the
Group’s cost to income ratio which moved from 10% in
2013 to 14.6% in 2014. Although, JAMT’s share of loss
from its associated Montego Bay supermarket was lower
than last year’s the Group suffered an erosion in net profit.
Net profit margin was only 5.1% for FY2014 compared to
7.6% a year ago.

Foreign Exchange Market
Selling
J$/US$1

Close:
14/11/14
113.18

Close:
21/11/14
113.39

Change
+$0.21

J$/CDN$1

99.37

100.42

+$1.05

J$/GBP£1

177.22

177.41

+$0.91

During the course of the week, brokers increased their bids
for the greenback. Broker rates ranged between 113.40 and
113.50. Inflows remained slow ahead of the start of the winter
tourist season, while demand picked up during the week
as investors sought to replace their indexed position which
matured on November 11. On Friday, the dollar closed at a
weighted average selling rate of J$113.39:US$1.00.

The purchase and retrofitting of a new factory building is
likely to benefit the manufacturing and production capacity
of JAMT after completion. Management’s focus to drive
export sales, improve margins and reduce operating
costs will be key to driving earnings growth for the 2015
financial year.
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GOJ Globals
Jaman global bond trading activity was moderate last week
with the 25N continuing to dominate proceedings trading
at 107.55. There were bids on 15s at 102.50, 17s at 114,
while there were offers on 39s at 103. Trading in JMD denominated bond was restricted to retail size volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2015

102.500

104.500

0.28%

2017

115.000

116.000

4.00%

2019

108.250

110.250

4.83%

2022

125.000

127.000

6.79%

2025

116.000

118.000

6.87%

2036

106.500

108.500

7.68%

2039

102.500

103.500

7.67%

Offer Yield*

International News
China cut interest rates unexpectedly on November 21,
stepping up efforts to support the world’s second-biggest
economy as it heads toward its slowest expansion in nearly
a quarter of a century. Beijing’s first rate cut in more than
two years comes as factory growth stalls and the property
market, long a pillar of growth, is weak, dragging on broader
activity and curbing demand for everything from furniture to
cement and steel. Many companies have also been struggling with debt, as slowing sales crimp their ability to pay
back loans racked up in a nationwide frenzy of borrowing
from 2008-2010 when Beijing used economic stimulus to
offset the effects of the global financial crisis. The People’s
Bank of China (PBOC) indicated that it was cutting one-year
benchmark lending rates by 40 basis points to 5.6%. It lowered one-year benchmark deposit rates by 25 basis points to
2.75%. European shares and other growth-sensitive commodities all leapt as China’s move to cut rates gave markets
a welcome lift after a week where data has shown its giant
economy faltering. While the move highlightd the risks to
China’s economic growth and marks a stepped-up effort to
ensure the economy stays on track even as it is expected to
slow to a 24-year low of 7.4% this year, the central bank took
pains to signal that it was not simply moving toward a looser
monetary stance.
European Central Bank President Mario Draghi opened the
door for more drastic measures to prevent the euro zone from
sliding into deflation, promising to use whatever means necessary. With many fearing the euro zone could be heading
for a Japanese-style lost decade of deflation and recession,
Draghi’s remarks were reminiscent of when he pulled the bloc
back from possible disintegration in 2012 by promising to do
“whatever it takes” to back the common currency. Painting a
bleak picture of the state of the 18 countries in the euro bloc,
the ECB stressed that “excessively low” inflation had to be
raised quickly.

Mexico cuts 2014 growth forecast after surprisingly weak
third-quarter
Mexico’s finance ministry cut its 2014 growth forecast on Friday after the economy grew unexpectedly slowly in the third
quarter in a modest recovery that is now also threatened by
rising social unrest.
Mexican gross domestic product expanded 0.5 percent in the
*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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third quarter from the second, the national statistics agency said on Friday, slowing from a downwardly revised 0.9
percent growth in the April-to-June period.
A Reuters poll had projected 0.7 percent growth.
The weak data is the latest blow to President Enrique Pena
Nieto, who faces rising protests over the apparent massacre of 43 trainee teachers as well as a conflict-of-interest
scandal over a lucrative rail contract.
The finance ministry said it now saw the economy growing
between 2.1 and 2.6 percent in 2014, down from its previous 2.7 percent forecast. It is the second time this year the
ministry has cut its outlook.
The revision is in line with analysts’ projections for 2.3 percent growth this year.
Latin America’s No. 2 economy has struggled to recover
after shrinking last year in the second quarter. Weakness
in domestic demand and uneven industrial output have
dragged on the rebound.
Mexico’s central bank on Wednesday lowered the range of
its own growth forecasts for this year and next, pointing to
weakness in domestic demand. Data on Thursday showed
retail sales fell in September by the most in nine months.
On Friday, bank governor Agustin Carstens said the bank
predicts stronger growth ahead despite the slowdown in
the third quarter.
Pena Nieto has passed a series of economic reforms in the
past two years, including opening up the state-run energy
sector, but the laws could take years to boost the economy,
and now weak growth and the political crisis have drawn
attention away from his reform agenda.
The government this month abruptly canceled a $3.75 billion high-speed rail contract with a Chinese-led consortium.
It later emerged that a Mexican firm in the group owned
a luxury house that Pena Nieto’s wife is in the process of
buying.
New taxes in 2014 have weighed on consumer spending
and investment, while construction has struggled to rebound from a sharp drop in 2013 and lower oil output has
weighed too.
Factory production has wobbled, contracting in August,
then picking up in September amid uneven demand from
the United States, Mexico’s top trading partner.

Euro zone business growth slower than thought as orders
fall: PMI
Euro zone business growth has been weaker than any forecaster expected this month and new orders have fallen for the
first time in more than a year despite further price-cutting, a
survey showed on Thursday.
Markit’s Composite Flash Purchasing Managers’ Index, based
on surveys of thousands of companies and seen as a good
growth indicator, fell to 51.4, missing even the lowest forecast in a Reuters poll.
“This is going to be a huge disappointment for the European
Central Bank. This is the euro zone more or less just continuing to stagnate, a renewed downturn is an increasing likelihood,” said Chris Williamson, survey compiler Markit’s chief
economist.
A PMI covering the dominant service industry also missed
all predictions in the poll by falling to 51.3, while the factory
PMI’s dip to 50.4 missed the median forecast. However, they
did hold above the 50 mark that separates growth from contraction.
Williamson said the PMI pointed to 0.1-0.2 percent GDP
growth in the current quarter, compared with the 0.2 percent
forecast in a Reuters poll taken last week. EUGDPQ Forwardlooking economic indicators suggest the situation is
unlikely to improve anytime soon.
The composite new orders index fell to 49.9, its first time
below 50 since July 2013, and factories, who barely increased
staffing levels, ran down old orders faster than last month the related subindex fell to 48.3.
“It’s signaling a downturn in demand, firms are eating into
existing orders to maintain any growth. You would like to
think with the measure the ECB has taken that you would see
the numbers moving higher, but we’re moving in the wrong
direction,” Williamson said.
Also of concern to the ECB, which is facing the specter of
deflation, service firms cut prices again. The subindex did rise
to 46.9 from October’s 56-month low but has remained firmly
below the breakeven 50 mark since late 2011.
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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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