Week
Annya Walker
AVP Research,
Strategic Planning
& Projects
Shaneka Wynter
Research Analyst

Shellon Williams
Research Analyst

Simone Hudson
Senior Research
Analyst
Tel: 935-2585
hudsonsg@jncb.com

Tel: 935-2749
williamssp@jncb.com

June 22nd 2015

Tel: 935-2763
wyntersy@jncb.com

Jamaican Stock Market

GraceKennedy to Divest H&L
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Weekly Movement in Indices
Indices

Closing Levels

Change

100,134.89

+904.20

JSE Market Index

97,382.18

+853.99

All Jamaican Composite

107,786.05
2,915.15
499.06

+954.55
+9.15

JSE Combined Index

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
JMMB

10,357,385

34.76%

SG

2,897,900

9.73%

SVL

2,366,885

7.94%

Top Winners & Losers This Week
$ Change

Winner:PUL

$0.15

% Change

33.33%

Winner:CCC

$1.00

20.62%

Loser:BRG

-$0.60

-20.07%

Loser:KREMI

-$0.23

12.43%

GraceKennedy Limited has announced that it has entered into
a conditional agreement for the sale of it’s58.1% shareholdings
in Hardware & Lumber to Greystone Equity Partners and/or its
nominee. Greystone is a Caribbean based and Caribbean focused
private equity firm. The terms of the transaction include a maximum
price of J$18.50 per ordinary share with the agreement subject
to conditions, with completion anticipated by the end of July.
Greystone is expected to make an offer to minority shareholders
for their H&L shares once the deal with GK is concluded. Currently
H&L is trading at a market price of $18.00, just $0.50 below the
maximum sale price, with the stock experiencing accelerated price
appreciation particularly in May amid speculations of a sale. Since
May the price of H&L has increased by 64.0% and is trading at a
P/E of 6.87X.
The move to divest H&L is considered a strategic one for GK and is
consistent with its goal to focus on its core business, food services.
The decision to divest comes only one year after GK advised of
the finalization of divestment of the shares held by subsidary, First
Global Holdings Limited in First Global Financial Services Limited
to Proven Investments Limited.
H&L is the operating company for hardware retailer Rapid True
Value and for Agro Grace and operates as a subsidiary under
the GK group. Historically H&L had been a pained area for GK
marred by weak earnings and consecutive losses in FY2008 and
FY2009. However in recent times H&L has seen a turnaround in
performance attributable to improvement in inventory and cost
management. Earnings moved from a loss of $225Mn in FY2009
to a profit of $217Mn in FY2014. The company also engaged in
a series of renovations of its stores across the Rapid True Value
network.
For the first quarter (Q1) 2015, H&L reported earnings of
$34.5Mn, 14.5% less than the $40.4Mn for the same period last
year. Performance during the period was negatively impacted
by the inability of some suppliers to meet order requirements.
Additionally a major fire at the Riverton City Land Fill during the
month of March resulted in delays in clearing shipments from the
ports as well as the closure of Spanish Town Road stores and
warehouses. However containment of expenses prevented what
could have been a more significant decline in earnings. Operating
expenses were 1.9% higher than the comparative period in the
prior year. The company continued to control all categories of
expenses such that overall increases were below inflation. The
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relatively stable exchange rate as well as the reduction in
global oil prices also converted to lower expenses such as
fuel and electricity charges.
Jamaica Passes 8th IMF Test
Jamaica passed its eighth (8th) IMF review. The completion
of the review enables the disbursement of SDR 28.32Mn
(approximately US$39.8Mn). All performance criteria for
end-March 2015 were met, with the exception of the
central government primary balance criterion, which
was narrowly missed. Jamaica’s primary balance was
J$117.2Bn as at March 2015, which was J$4.1Bn lower
than the target set by the IMF. However, the IMF indicated
that given the fact that Jamaica’s economic performance
under the programme is largely on track and the structural
reforms have advanced broadly in line with the program,
they were willing to waive the missed target measure for
this review.

JMD Money Market
The GOJ Treasury Bill auction for June, which was held on
June 17, 2015, resulted in a decline in the weighted average
yield across all tenures. JMD money market liquidity tightened
throughout the week as a result of tax payments and other
market outflows. Liquidity conditions are expected to remain
constrained for the short-term.
USD broker market liquidity levels continue to be stable with
subdued broker demand on the longer tenures.

Foreign Exchange Market
Selling
J$/US$1

According to the report, Jamaica has registered some
improvement in economic activity and it is anticipated that
investment inflows will continue into this fiscal year. The
IMF is projecting growth to approach 2% in 2015/16, a
significant improvement over the 0.1% growth registered
in 2014/15 (PIOJ estimate). The growth is expected
to be driven by the positive impact of lower oil import
costs and the recovery from last year’s drought as well
as the improved business climate and confidence feeding
economic activity.

Close:
12/06/15
116.36

Close:
19/06/15
116.66

Change
+$0.30

J$/CDN$1

95.28

95.10

-$0.18

J$/GBP£1

180.54

186.66

+$6.12

Increased end user and broker demand coupled with low
inflows resulted in the dollar trading actively above J$117.00.
The dollar traded as low as $116.50 and as high as $117.10.
On Friday, the weighted average selling rate stood at
J$116.660:US$1.00 a depreciation of $0.30 week on week.

The next IMF review is slated to take place in July August. It is expected that Jamaica will face headwinds
leading into the remaining IMF tests. Mounting pressure
and intense wage negotiations with a number of public
sector unions may derail government’s fiscal target.
Thus far, the government has persistently fallen short of
its revenue target and has utilized cost containment to
manage its primary surplus/ fiscal deficit. The government
has proposed a broad based increase of 7% which is lower
than that proposed by trade unions. Of note, the issue of
wage increases played a major role in the stalling of the
last IMF Stand-by agreement. It will therefore take strong
political will to maintain the current course and avoid a
stall in the current agreement.
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GOJ Globals
Jaman global bonds experienced a pullback in prices early
in the week as the market waited the Fed meeting. Jaman
25N dominated trading activity once more trading in a
range of 112.25 to 113. There were also trades on 19s at
112.50. Local currency bond trades were limited to retail
size volumes

Indicative Levels - GOJ Globals
Bid

Offer

2017

114.250

116.250

2.29%

2019

112.000

113.500

3.25%

2021

109.000

111.000

4.88%

2022

128.000

130.000

6.03%

2025

112.750

113.750

5.66%

2036

115.000

117.000

6.94%

2039

113.000

114.750

6.72%

Offer Yield*

International News
Fears are growing over the health of Greek banks after indications that savers have withdrawn billions of euros in the
past week. Capital flight from beleaguered Greek banks this
week alone could be more than €4B (£2.9B). Savers are
moving funds as time runs out to resolve Greece’s debt crisis. The European Central Bank (ECB) has approved more
emergency help for the banks and will review funding again
on June 22nd. The amount of extra funding has not been officially disclosed. The pace of withdrawals has gained speed
as talks between the government and its creditors have collapsed. Greece has less than two weeks remaining to strike
a deal or face defaulting on a €1.6B (£1.1B) loan repayment
due to the IMF. If it fails to make the payment, it risks having to leave the eurozone and possibly also the EU. But the
European Commission, the IMF and the ECB are unwilling to
unlock bailout funds until Greece agrees to reforms. They
want Greece to implement a series of economic changes in
areas such as pensions, VAT and on the budget surplus before releasing €7.2B of funds, which have been delayed since
February. On June 22, an emergency summit of leaders from
eurozone nations will be held after the latest attempt to resolve the Greek debt crisis failed.

More First-Time Buyers Drive U.S. Home Sales to Best Since
2009
More first-time homebuyers took the plunge in May, helping
catapult U.S. sales of previously owned properties to their
highest level since 2009.
Closings on existing houses, which usually occur a month or
two after a contract is signed, rose 5.1 percent to a 5.35 million annualized rate, the National Association of Realtors said
Monday. First-time buyers accounted for 32 percent of purchases during the month, matching the highest share since
September 2012.
Lower down-payment requirements from government-sponsored enterprises, rising rents and a brighter employment picture are persuading more Americans to become homeowners.
The prospect of higher borrowing costs as the Federal Reserve
considers raising rates may also be spurring fence-sitters to
move forward, an additional boost to a housing market that’s
been short on momentum.
“Incomes are doing better and more people are working,” said
Stephen Stanley, chief economist at Amherst Pierpont Securi*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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ties LLC in Stamford, Connecticut, who correctly forecast
May sales. “I would imagine we’ll continue to see better
demand from first-time buyers.”
Excluding November 2009, when demand was bolstered by
the expiration of a federal government first-time homebuyer tax credit, sales last month were the strongest in more
than eight years. Demand accelerated in all four major U.S.
regions in May and median prices rose at a slower pace.
Stocks advanced on merger news and optimism over Greece
debt talks. The Standard & Poor’s 500 Index rose 0.6 percent to 2,122.55 at 12:33 p.m. in New York. The S&P Supercomposite Homebuilding Index increased 1 percent.
Economists’ Projections
Purchases of previously owned homes, which account for
about 90 percent of the market, were projected to climb to
a 5.26 million rate in May, according to a Bloomberg survey
of 71 economists. April’s pace was revised to 5.09 million
from an originally reported 5.04 million.
Relaxed credit terms from government-sponsored enterprises are helping put more Americans in homes for the
first time. At the end of last year, Fannie Mae allowed lower
down payments for those buyers, while in March, Freddie
Mac started giving similar breaks.
Easier credit is helping soothe the sting of rising property
values. The NAR said the median price of an existing home
rose 7.9 percent from May 2014 to $228,700.
Prices have been bolstered by lean housing inventory. While
the number of previously owned homes for sale rose 1.8
percent in May to 2.3 million, at the current sales pace, it
would take 5.1 months to sell those houses. That’s down
from 5.2 months at the end of April.
Tight Inventory
“With inventories still tight, prices are moving up,” Lawrence Yun, NAR chief economist, said at a press conference
as the figures were released. “We need more supply,” particularly of new homes, he said.
By region, purchases in the Midwest climbed to the highest
level since November 2009. Sales in the South were the
second-strongest since March 2007, according to the Realtors group.

Greek Headline Fatigue Numbs Investors to Mask Euro’s
Downside
Headline fatigue may be the biggest risk to investors from the
Greek debt saga.
Money managers lulled into a sense of complacency amid
dragged out negotiations to avert a default will be shaken
from their malaise by euro losses, should the heavily indebted nation exit the 19-member currency union, according to
Guillermo Felices, head of asset allocation in Europe at Barclays Plc.
“Maybe we’re all being a bit too over-optimistic,” said Chris
Gaffney, president at EverBank World Markets in St. Louis.
While most believe a solution will be found, “the worry is the
contagion effect.”
Of 899 hedge funds, money managers and other trading
desks surveyed by Barclays this month, more than half forecast only “a small negative” from Greece leaving the common
currency, thanks to its minor contribution to regional growth
and buffers to limit contagion. A further 28 percent see contagion limited to peripheral economies.
Greek Prime Minister Alexis Tsipras is meeting euro area leaders in Brussels as they attempt to hammer out an accord
on economic reforms. Creditors are insisting on a shakeup
before releasing cash needed by Greece to meet a June 30
deadline to repay the International Monetary Fund. Missing
the payment and triggering a default may force the nation to
abandon the euro.
Risk Pattern
“People have gotten used to the idea that risks from Greece
come and go, but that there’s no systemic implications,” Barclays’s Felices said. “There is a bit of complacency.”
Only 23 percent of investors see an exit in the next three
months, according to the Barclays survey, which was published Monday. European equities, debt from peripheral nations, and the euro would be the biggest casualties of further
bad news on Greece, Felices said.
The euro added 0.4 percent to $1.1398 in New York, after rallying the past three weeks. It is forecast to weaken to $1.05
by year-end, according to a Bloomberg survey of analysts.
“If things get worse and we get closer to that exit then the
market needs to re-price,” Felices said by phone. “If we were
closer to a Greek exit I think the euro will be softer, that’s for
sure.”
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
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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