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Jamaican Stock Market

Fiscal Performance April to October
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Expenditure was 4.9% below budget at $244.9Bn. This as, all
expenditure line items came in lower than budgeted. Capital
expenditure which was 25.1% below budget at $15.6Bn.

Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

77,063.23

-88.85

JSE Market Index
All Jamaican Composite

75,312.14
82,920.75
2,206.21
585.90

-54.78
-61.25
-3.14
-

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
LASM

3,387,179

24.26%

LIME

1,893,008

13.56%

SGJ

1,194,790

8.56%

Top Winners & Losers This Week
$ Change

Winner:HL

The government has set its sight on meeting a 0.5% deficit and
a 7.5% primary surplus target for the FY2014/15. The figures
for the period April to October show that it remains on track.
At $26.8Bn, the deficit is 18.9% lower than budget, while the
primary balance is 7.5% above the $42.6Bn budgeted for the
period. Despite new tax measures implemented which includes
additional taxes on the financial sector, tax revenues continue to
fall short of budget. Tax revenues were weaker than budgeted by
approximately 3.6% due mainly to lower receipts from production
and consumption. The majority of line items in this category
underperformed budget, with special consumption tax (SCT)
falling behind budget by 25.9%. With domestic consumption
relatively soft,GCT trailedbudget by 9.7%. However, higher nontax and capital revenues temperedthe impact of the lower tax
revenue intake, reducing the overall revenue shortfall to 2.8%.

% Change

$0.97

+14.92%

Winner:GENAC

$0.22

+14.38%

Loser:MDS

-$0.24

-12.37%

Loser:HBUN

-$0.22

-10.38%

Another Round of Preference Share Offer by Eppley
Following the oversubscription of its preference share offer in
November 2014, Eppley has re-entered the market with another
tranche of its last offer. Eppley is offering a further invitation for
subscription of 25,000,000 cumulative redeemable preference
share issue. Since it is an extension of its first preference share
offer, the terms remain the same. That is, the preference shares
are priced at J$6.00 and will mature November 30, 2019.
Additionally, the shares will pay dividends 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. Dividends in year 5 are set at 11.5%.
The preference share offer, if fully subscribed once again, should
allow the company to raise J$150,000,000 in additional funding,
which is expected to be used to expand its credit offerings.
Eppley is an investment company, where its strategy includes
investing 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 to thousands of clients annually,
allowing policyholders to insure property and motor vehicles.
Eppley’s nine month financial performance indicates a 45%
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increase in net interest income to $49.8Mn. Eppley saw an
increase in its administrative expenses which may be the
result of an expanding loan portfolio. Consequently, its
efficiency ratio deteriorated by 200 basis points to 47.7%.
The company, however was still able to post a 72.2%
increase in net profit which stood at $39.7Mn for the nine
month period ended September 2014.
Stock Market at a Glance
A total of 7,432,478 units traded last week with a value
of $84,098,201.36. At the end of trading on Friday, LIME
emerged as volume leader with 1,893,008 units followed
by Scotia Group Jamaica with 1,194,790 units and Jamaica
Broilers Ltd with 661,655 units. Overall market activity on
the Main Market led to 25 stocks being traded of which 9
advanced, 10 declined and 6 traded firm. On the Junior
Market, total volume traded closed the week at 6,531,405
units valued at $6,912,502.52. Lasco Manufacturing
Limited emerged as volume leader with 3,387,179 followed
by Caribbean Cream Limited with 895,000 units and Lasco
Distributors Limited with 578,800 units. Activity on the
Junior Market resulted in 13 stocks trading, of which 4
advanced, 7 declined and 2 traded firm.

JMD Money Market
JMD market liquidity levels were relatively unchanged this
week which no notable change in market rates. USD liquidity
conditions continue to be moderate with some demand from
brokers for longer tenured funds.

Foreign Exchange Market
Selling
J$/US$1

Close:
05/12/14
113.79

Close:
12/12/14
114.12

Change
+$0.33

J$/CDN$1

99.55

99.90

+$0.35

J$/GBP£1

177.72

179.73

+$2.01

Low USD inflows remain a feature of the FX market while
demand was strong across all sectors. Demand remained
strong during the week driven by unfilled demand having been
carried over from previous weeks, while persons buying in
anticipation of further increases also contributed to the dollar
trading higher. Year to date the dollar has lost $7.69, while MTD
$0.48 was saved off the currency. On Friday the dollar closed
at a weighted average selling rate of J$114.12:US$1.00.
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GOJ Globals
There was a widespread sell off in global prices last week
however trading activity was fairly low as sellers outnumbered buyers. Jaman 25N once again dominated proceedings trading at 106.125 while there were offers on 19s at
108. Trading in local currency bonds was limited to retail
volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2015

102.500

104.000

0.21%

2017

114.500

116.000

3.865

2019

107.500

109.500

5.01%

2022

124.500

126.500

6.84%

2025

114.500

117.000

6.98%

2036

106.000

108.000

7.73%

2039

102.000

103.500

7.67%

Offer Yield*

International News
Americans brimmed with confidence in early December as
they shopped for the holiday, signaling retailers will see
sales continue to accelerate heading into 2015. The Thomson Reuters/University of Michigan preliminary December
index of consumer sentiment increased to 93.8, the highest
since January 2007, from 88.8 last month. Six months of
falling gasoline prices are freeing up disposable income for
households during merchants’ busiest time of the year. Sustained hiring combined with faster wage growth is providing
the impetus for further retail sales gains that will underpin
the economy as the year draws to a close. Things are pointing in the right direction for consumers and as such, should
positively impact consumption growth in the fourth quarter.
Euro-area industrial production barely grew in October, indicating a weak start to the fourth quarter as the European
Central Bank considers new ways to revive the economy. Industrial output in the 18-nation region rose 0.1%. ECB President Mario Draghi indicated that the risks to the economy are
on the downside, however the report on December 12th may
do little to alleviate concerns about the outlook. A round of
long-term loans to banks came in at the low end of analysts’
estimates, and the ECB will consider a quantitative-easing
package at its next meeting in January.
Australian Budget Gap Widens More Than Forecast on Iron
Ore
Australia’s government forecast a wider budget gap this year
as plunging iron ore prices erode tax revenue and spending
cuts are blocked by opposition lawmakers.
The underlying cash deficit will deteriorate to A$40.4 billion
($33.2 billion) in the fiscal year ending June 30, 2015 from a
May estimate of A$29.8 billion, Treasurer Joe Hockey said in
the mid-year economic and fiscal outlook today. The government forecast unemployment will climb to 6.5 percent by mid
2015, higher than its May projection of 6.25 percent.
“We are now witnessing the largest fall in the terms of trade
since records began in 1959,” Hockey told reporters in Canberra, referring to export prices relative to import prices.“This
has been faster and deeper than anyone expected.”
Tony Abbott’s Liberal-National coalition, which was elected 15
months ago promising to end the “debt and deficit disaster”of
the former government, has faced Senate opposition to savings measures while falling prices
*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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of key exports have cut tax revenue. The fall in iron ore
prices is forecast to reduce company tax payments by
A$2.3 billion in 2014-2015 and A$14.4 billion over the forward estimates, today’s documents showed.
“The government’s in a very difficult position -- the current
situation is unsustainable and spending has to come down,”
said Tom Kennedy, a Sydney-based economist at JPMorgan
Chase & Co. “Fiscal policy is going to be pretty restrictive
over the next four or five years as the government looks to
balance the books, so monetary policy is going to have to
do most of the work, which means rates will remain at very
low levels or potentially the RBA could cut.”
Currency Drops
The currency fell and traded at 82.23 U.S. cents at 2:46
p.m. in Sydney from 82.29 cents before the revised forecasts were issued. Traders are pricing in at least one rate
reduction by the Reserve Bank of Australia in the next 12
months, according to a Credit Suisse Group AG index based
on swaps.
The government kept its forecast for economic growth of
2.5 percent in 2014-15 after third-quarter data showed
gross domestic product grew just 0.3 percent from the previous three months, the slowest pace in 18 months.
The economy is struggling to transition to non-mining drivers of growth as a resources investment boom wanes even
as the RBA has held its benchmark cash rate at a record
low 2.5 percent for 16 months.
Median Estimate
The revised deficit estimate for the current year is larger
than a median estimate of A$37 billion from a survey of
13 economists by Bloomberg News. The papers project a
return tobudget surplus in 2019-2020.
The mid-year forecast sees a 2015-2016 deficit of A$31.2
billion compared with a May estimate of A$17.1 billion; a
2016-2017 shortfall of A$20.8 billion compared with a previous A$10.6 billion. For 2017-2018, the government sees
a gap of A$11.5 billion compared with a May estimate of
A$2.8 billion.
“Our nation’s export income has not been what we expected,” Hockey said. “For example iron ore, which is one fifth
of our nation’s export dollars, has fallen from $120 a tonne
at the beginning of this year to around $60 a ton today.”
The government said the value of Australian Commonwealth Government securities will climb to A$499 billion by
2023-2024, from the May budget estimate of A$389 billion,
the mid-year forecasts showed.

Japan’s Manufacturers’ Sentiment Sags in Challenge for Abe
Confidence of Japan’s large manufacturers declined in the
fourth quarter as a recession offset a boost from a weaker
yen, underlining the economic challenges facing Prime Minister Shinzo Abe after his election win.
The Tankan’s big manufacturer index slipped to 12 in December from 13 in September, the Bank of Japansaid today, lower
than the median estimate of 13 in a Bloomberg News survey
of economists. The index is forecast to drop to 9 in March.
A recession and an election victory that puts pressure on Abe
to deliver on promised growth-boosting reforms are raising
the stakes for his efforts to revive the world’s third-biggest
economy. Burdened by debt, the government is counting on
companies to increase investment and wages to fuel a recovery.
“Companies are still cautious,” said KiichiMurashima, an economist at Citigroup Inc. “I doubt capital investment will be
implemented as planned as companies are still not expecting
strong growth in the economy. Implementing policies to boost
growth will be an important task for Abe’s government.”
Sentiment (JNTSNMFG) among large non-manufacturers
rose to 16 from 13. Across all industries, big companies plan
to boost capital expenditure by 8.9 percent this fiscal year
through March, compared with plans for an 8.6 percent increase in the September survey.
Weaker Currency
Large manufacturers based their plans on the assumption the
yen would average 103.36 per dollar in the current fiscal year.
The Japanese currency traded at 118.62 against the dollar
at 11:28 a.m. in Tokyo, after touching a seven-year low of
121.85 on Dec. 8. The Topix index of shares declined 1.1
percent.
A weaker yen tends to help exporters by raising their competitiveness abroad and increasing the value of profits when
repatriated. It also boosts costs for importers and squeezes
households and domestically-focused companies.
“Sentiment
among
companies
will
improve
gradually,”YoshikiShinke, an economist at Dai-ichi Life Research Institute, said before the release. “For now, companies are weighing the boost from a weak yen and the stalled
recovery.”
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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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