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Jamaican Stock Market

Remittance-January 2015
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Continued strengthening of the US economy and growth in
employment sectors such as leisure, hospitality and healthcare,
which tends to have a high concentration of Jamaican Diaspora
workers, augur well for remittance inflows to the island.

Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

86,937.80

-443.64

JSE Market Index

85,090.13

-557.51

All Jamaican Composite

93,853.01
2,582.10
585.90

-623.32
+5.43
-

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
DG

10,763,506

36.38%

LIME

5,587,294

18.88%

CPJ

2,736,162

9.25%

Top Winners & Losers This Week
$ Change

For January 2015, net remittances were US$147.4Mn, an increase
of 6.9% relative to January 2014. The growth in net remittances
reflected an increase in gross remittance inflows and a contraction
in outflows. Gross remittance inflows for the month totaled
US$166.2Mn (+5.1%), above the average of US$148.4 million for
January of the previous five years. Net remittances also showed
improvement during the fiscal year April to January totaling
US$1,612.4Mn, an increase of 5.3% relative to the corresponding
prior year period. The improvement seen in the fiscal year to date
figure also reflects growth in remittance inflows that amounted
to US$1 811.1Mn, much higher than the US$1 496.1Mn average
over the same period over the last 5 years.

% Change

Winner:KEX

+$0.60

+11.54%

Winner:DG

+$0.32

+5.77%

Loser:SVL

-$0.38

-13.19%

Loser:SALF

-$1.30

-12.62%

Margaritaville Turks-Earnings
For the nine month period to February 2015, Margaritaville Turks
(MTL) reported earnings of US$407,897 which represented a 40%
decline relative to the corresponding prior year period. While the
company experienced an expansion in its top-line of 9.9% to
US$4.79Mn, this failed to translate into growth in earnings due to
growth in administrative costs and management fees. Given the
year to date performance it is expected that earnings for the 12
month period will fall short of last year’s figure, particularly due
to the fact that growth was predicated on the rolling- out of its
proprietary concept “South Beach Bar and Grill” restaurant at the
Grand Turk pier which experienced delays. However construction
of the restaurant commenced in February 2015 and is expected to
be completed on August 1 2015. If construction is completed as
scheduled, there should be pass-through benefits to bottom-line
in as early as the second quarter of financial year 2015/16.
One year after coming to market, the Board of Directors of MTL
recently declared a dividend of US$0.0083 per share payable
on May 8, 2015 to shareholders on record as at April 28, 2015.
The ex-dividend date is April 24, 2015. The dividend payment
translates to a yield of 8.3% at the IPO price of US$0.10.

Weekly
points to 17.2%.
Knutsford Express Services Ltd is En Route to Higher
Profits
Knutsford Express Services Ltd (KEX) registered a notable
84.9% increase in earnings for the nine month period
ended February 2015. Net profit moved from $26.2Mn in
2014 to $48.5Mn (EPS: $0.49). The significant increase
in earnings was mainly due to passenger growth.
Following the establishment of an office in Gutters, St.
Elizabeth the company’s market reach has expanded by
adding new routes to its current offerings. This along
with passenger growth from regular routes boosted
revenues by $106.3Mn (+46.8%) to $333.5Mn. However,
the expansion of the company’s bus routes along with
the staff and administrative costs related to addition
of the new office increased total operating expenses.
Total administrative and general expenses amounted to
$279.7Mn, 46% higher than the corresponding period
last year. The positive earnings outturn resulted in KEX’s
net profit margin improving by 3 percentage points to
14.6%.
Given the company’s significant performance thus far it is
expected that KEX will end FY2014/15 substantially better
than last year. KEX currently has over 105 departures per
week and is slated to expand its route offerings to include
a Northeast route to Errol Flynn Marina in Port Antonio,
Portland. It is anticipated that this will allow the company
to generate more revenues as Portland is a popular local
and international tourist destination.
Paramount Trading (Jamaica) Ltd Increases Earnings
Paramount Trading (Jamaica) Ltd (PTL) added $60Mn in
net profit for the nine month period ended February 2015.
Earnings amounted to $109.8Mn (EPS: $0.71), which
surpasses the total amount earned by PTL for the last
financial year by 16.5Mn. Growth in core sales and PTL’s
acquisition of Tradewell from Wray & Nephew in October
2014 pushed revenues up from $512.7Mn to $640.3Mn.
Tradewell manufactures a line of sanitation products for
industrial sanitation, for example, chemicals used to clean
hotels and hospitals. PTL sought to drive sales from the
new acquisition by using the equipment to deepen the
company’s agricultural products and offerings. Meanwhile,
lower cost of sales resulted in gross profit margin improving
by 40 basis points to 32.3%. However, another driver of
the significant increase in profit was the containment
of operating expenses through operational efficiencies.
Selling and distribution costs were almost halved and
caused total operating expenses to be relatively flat at
$102.1Mn. Consequently, operating profit margin moved
from 13.4% in 2014 to 18% in 2015. After accounting for
finance costs, net profit margin was up by 7.5 percentage

Tradewell was PTL’s second acquisition in four years and PTL’s
management has indicated that inorganic growth strategies
will continue to be employed in an attempt to grow its product
portfolio. Its ability to continue increase sales while containing
the administrative and distribution costs will be key to further
earnings growth.
At its current price of $3.56, PTL’s trailing P/E is 3.56X and
P/B is 1.27X.

JMD Money Market
The Bank of Jamaica issued a market notice on Thursday,
April 16, 2015 in which it announced a reduction in the 30-day
CD rate from 5.75% to 5.50%. The rate was last adjusted on
February 25, 2015 when it was reduced from 6.25%. Given
generally tight JMD liquidity conditions, the reduction in the
CD rate may not have a significant impact on JMD broker
market rates. JMD liquidity conditions remained relatively
unchanged week over week and are expected to continue to
be constrained in the short-term.
The Bank of Jamaica issued a 3-, 5- and 7-year USD CD on
Tuesday, April 14, 2015. The issues had an initial coupon of
3.25%, 4.20% and 4.65%, respectively and are scheduled
to close on Monday, April 20, 2015. Combined take-up at the
close of trading on Friday was US$17.1M. USD market liquidity
levels were fairly moderate last week with some broker
demand for longer-tenured funds.

Foreign Exchange Market
Selling
J$/US$1

Close:
10/04/15
115.06

Close:
17/04/15
115.14

Change
+$0.08

J$/CDN$1

91.28

93.72

+$2.44

J$/GBP£1

168.49

171.69

+$3.22

Moderate levels of demand returned to the FX market last
week from both end-users and brokers. Brokers positioned
on the buy-side for USD with increased bids in the market, as
improved JMD liquidity facilitated the re-purchasing of USD
positions. On Friday the dollar closed at a weighted average
selling rate of J$115.14:US$1.00.
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GOJ Globals
Trading activity in Jaman global bonds was more subdued
last week than it has been recently. The Jaman 25N was
the most actively traded at 112.25 while 19s traded at
111. Trading in JMD bonds was limited to retail volumes.

Indicative Levels - GOJ Globals
Bid

Offer

2017

114.500

116.500

2.70%

2019

110.250

111.500

4.08%

2021

109.500

111.250

4.69%

2022

127.500

129.500

6.19%

2025

120.000

122.000

6.34%

2036

112.000

114.000

7.19%

Offer Yield*

International News
U.S. consumer prices increased for a second straight month
in March on rising gasoline and housing costs, a sign of an
uptick in inflation that should keep the Federal Reserve on
course to start raising interest rates this year. Companies are
starting to test their pricing power as American households
become more confident the economic expansion will be sustained. The cost of living, excluding food and fuel, rose 0.2%
in March for a third month, reflecting broad-based gains in
rents, medical care, clothing and used vehicles. This data
should help to allay the disinflation concerns that predominated earlier this year and, increase the Fed’s confidence
that inflation will eventually move toward its target.
The Fed has kept overnight interest rates near zero since
December 2008. But a recent raft of weak economic data,
including the March nonfarm payrolls report, left many economists believing that monetary policy tightening will not happen before September. The economy, however, appears set
to rebound from a soft patch in the first quarter. In a separate
report, the University of Michigan indicated that consumer
sentiment index jumped to 95.9 early this month from 93.0
in March. More consumers believe now is a good time to buy
big-ticket household items, as well as automobiles. Consumers’ views about buying and selling homes improved significantly, a boost for the housing market.
The overall rise in sentiment bodes well for consumer spending and the economy, which stumbled at the start of the year
under the weight of a harsh winter, a resurgent dollar and
weaker global growth. The positive momentum in purchasing sentiment suggests consumption should rebound in the
second and third quarters of this year and support overall
growth in 2015.
Wall St. rallies on China stimulus, earnings
U.S. stocks rose on Monday, reversing much of the previous
session’s sharp decline, as China’s steps to stimulate its slowing economy and as earnings lured money back into equities.
In the second industry-wide cut in two months, China’s central
bank on Sunday reduced the amount of cash that banks must
hold as reserves in a move to help spur bank lending and
combat slowing growth.
“China was part of a two-pronged news event that caused part
of the selloff on Friday. The move over the weekend changed
that perspective and caused a little bit of a boost today,” said
*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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Randy Frederick, managing director of trading and derivatives for Charles Schwab in Austin.
Morgan Stanley (MS.N) shares rose 1.2 percent to $37.19
after the Wall Street investment bank reported a 60 percent rise in quarterly profit and raised its dividend by 50
percent to 15 cents per share.
Hasbro (HAS.O) jumped 9.5 percent to $72.16 after the
toymaker reported a surprise increase in revenue. Royal
Caribbean (RCL.N) fell 7.8 percent to $72.85 after it reported a fall in revenue, saying a strong dollar hurt onboard
spending by customers from outside the United States.
At 11:30 a.m. EDT the Dow Jones industrial average .DJI
rose 241.7 points, or 1.36 percent, to 18,068, the S&P 500
.SPX gained 21.39 points, or 1.03 percent, to 2,102.57 and
the Nasdaq Composite .IXIC added 59.37 points, or 1.2
percent, to 4,991.19.
Nearly 76 percent of the S&P 500 components that have
reported earnings beat analyst expectations, topping the
70 percent average in the last four quarters. However, just
47 percent beat on revenue, compared to the 58 percent
average top line beat over the last year.
“The bar got lowered a lot for energy companies and those
better involved in exports (and) that pulled the bar down
for everybody else,” said Schwab’s Frederick. “My expectation was that companies that are not part of those two
categories may very well show some upside surprises, and
I think that’s what we’ve seen so far.”
Despite lackluster U.S. economic data, a world grappling
with slow growth, and concern that Greece and Ukraine
could default on their debt, the U.S. stock market has been
more than resilient - making it hard for short sellers. Major
indices are less than two percent below record highs.
Advancing issues outnumbered declining ones on the NYSE
by 2,291 to 621, for a 3.69-to-1 ratio on the upside; on the
Nasdaq, 1,864 issues rose and 767 fell for a 2.43-to-1 ratio
favoring advancers.
The S&P 500 was posting 2 new 52-week highs and 1 new
low; the Nasdaq Composite was recording 37 new highs
and 43 new lows.

China’s central bank enters stimulus mode
China’s central bank is kicking into gear, launching new stimulus designed to counter the country’s slowest economic
growth in six years.
The People’s Bank of China announced on Sunday that it will
lower the amount of cash that large banks must keep on
reserve by 1% to 18.5%, a move that should boost the economy by freeing up money for banks to lend.
Economists have expected the central bank to act, especially
after a slew of disappointing economic data last week. First
quarter GDP growth came in at 7%, the worst since 2009,
and a host of other figures were weaker than anticipated.
But analysts said the magnitude of this move shows just how
worried policymakers are over economic growth. The last
time Beijing slashed the reserve requirement ratio by 1% in a
single go was during the height of the global financial crisis.
“While additional reserve requirement ratio cuts were expected throughout 2015, the size and timing of this cut indicates
leaders are more deeply concerned about the state of the
economy than official comments previously indicated,” wrote
IHS economist Brian Jackson in a research note.
Economists expect the PBOC to again lower the reserve requirement ratio and cut interest rates later this year in order
to meet the government’s GDP growth target of about 7%.
The government has cut rates twice since last November.
The central bank’s policy shift may also be aimed at neutralizing the negative impact of new stock trading rules. China’s
securities regulator issued guidelines on Friday that clamped
down on margin trading, while making it easier to short
stocks.
The Shanghai Composite swung between gains and losses
Monday before ending the day down 1.6%, though the benchmark index has surged 31% so far this year. The Shenzhen
Composite also dropped 2%, but has spiked around 50%
year to date, making it the world’s best performing market.
Chinese markets have continued to rise this year despite poor
economic prospects, bolstered by a belief that the government will continue to act to support growth.
“We don’t see any solid foundation in economic data for recent stock market gains, but as long as policy makers are
still easing, it is hard to see the rally petering out any time
soon,” wrote Mark Williams of Capital Economics in a research
note.
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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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