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Jamaican Stock Market

Interest Rates to Fall Further
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Given that the Central Bank has indicated the intended direction
of local interest rates, it is likely that short term market rates such
as T.Bill yields will continue to see further falloff. Since the start of
the year to July, 90day T.Bill yields have fallen by 44 basis points
(bps) to 6.44%, while 180day T.Bill yields have declined by 40bps
to 6.59%.

Weekly Movement in Indices
Indices
JSE Combined Index
JSE Market Index
All Jamaican Composite
Jamaica Select Index
JSE Cross Listed Index

Closing Levels

Change

101,078.60

-3,285.21

97,761.47

-3,047.20

108,210.06
2,945.14
499.06

-3,405.92
-80.20

Most Active Stocks
SG

3,005,668

18.34%

DG

1,946,549

11.88%

LASM

1,470,677

8.97%

Top Winners & Losers This Week
$ Change

The BOJ lowered its signal rate for the second time this year.
On August 18 2015 the BOJ reduced the rate offered on its
benchmark 30-day Certificate of Deposit to 5.25% from 5.50%.
The last revision was in April 2015 when the Central Bank reduced
rates from 5.75%.The BOJ indicated that the move to lower the
benchmark rate was predicated on several factors including the
continuation of low international oil prices and reduced inflation
expectations. The decision to lower the signal rate for the second
time this year was also supported by improvement in the country’s
NIR and current account balance. The perceived risks related to the
sovereign have been trending downwards given more favorable
debt ratio, and positive movement in other external indicators.

% Change

Winner:PAL

+$27.52

45.87%

Winner:HL

+$3.25

22.81%

Loser:AFS

-$6.00

-31.58%

Loser:

-$0.82

-30.04%

Downtrend in short term rates is favorable for the government’s
fiscal account as it reduces interest costs on its variable rate debt.
However tight J$ market liquidity is a constraint to sustained
decline in short term rates.

Proven
Proven Investments closed the first three months of the financial
year with earnings of US$1.8Mn (EPS:US 0.33 cents), which
represented a 19.6% decline relative to the corresponding prior
year period. The underperformance was as result of the nonoccurrence of net extraordinary gains experienced last year from
the acquisition of First Global Financial Services.
Spread income was a major contributor to revenue during the
period as its carry-trade strategy performed well. Net interest
income increased by 235% to US$3.42Mn for the quarter ended
June 2015, up from the US$1.02Mn for the same quarter last year.
The acquisition of First Global Financial Services (subsequently
renamed PWL Transition Limited) at the end of May 2014 and the
inclusion of Access Financial Service (AFS) into the Group’s results
were the main reasons for this considerable increase. Earlier this
year PIL sold the loan portfolio of its hire purchase subsidiary,
Asset Management Company Limited, to AFS, in a move aimed at
consolidating the operations of both companies. This followed from
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its acquisition of 49.72% interest in AFS in late 2014.
Gains on securities trading amounted to US$0.34Mn,
decreasing by 75% when compared to US$1.36Mn for the
same period a year earlier. This resulted from the high
volatility in global bond markets during the quarter. Gains
on foreign exchange positions increased 79%, benefiting
from the depreciation of the JMD against the USD.
There was a marked increase in operating expenses
(+63%) which was as a result of administrative and general
expenses, from the inclusion of PWL Transition Limited
and AFS in the financials of the Group. Notwithstanding
this, the group’s efficiency ratio (cost to income ratio)
improved to 61% from 69% year over year.
Currently PIL’s ordinary share is trading at a price of
US$0.21, which is close to its 52 week high of US$0.22.
The current P/E is 13.125X.
KLE Group “Tracks & Records” Larger Losses in H1 2015
For the first six months of its financial year, The K.L.E.
Group Ltd (KLE) is tracking a loss of $34.7Mn (EPS: -$0.35).
This is larger than the 20.9Mn loss recorded in the same
period in 2014. Despite a 5% growth in revenues from
KLE’s Usain Bolt’s Tracks & Records restaurant division,
the removal of Fiction Nightclub and the Odyssey Gaming
operations from its business portfolio resulted in lower
revenues over the period. As such, revenues declined
by 15.2% to $98.5Mn when compared to H1 2014. The
removal of these operations also helped to contain the
Group’s cost of sales. Consequently, gross profit margin
improved by 240 basis points to 62.2%. On the cost side,
operating expenses declined by 1.9% to $85.7Mn thanks
to the reorganization of the Group. However, with less
support from KLE’s other operating income line and higher
finance and depreciation paid during the period, losses
continued to widen.
KLE’s management has outlined that they intend to place
more focus on the franchising aspect of its business and
will seek to expand through this strategy. The increasing
popularity of the Usain Bolt brand is the Group’s most
valuable asset and franchising will assist with driving the
Group towards growth. However, given that the success
of this will likely be seen over the medium to long term,
management has also indicated that they intend to
increase prices in the third quarter of 2015 in an attempt
to increase revenues as a short-term fix. It is anticipated
that the higher revenues due to the price increase
coupled with the robust containment of both cost of sale
and administrative costs will lead to an improvement in

margins. However with no solid plans outlined for its other
business unit, Famous Nightclub, KLE will be hard pressed to
emerge from the red in the upcoming months.
At its current price of $0.50, the stock is trading 86.5% below
its IPO price.
Dolphin Cove
Dolphin Cove (DCOVE) reported a marginal 1.2% decline in
net profit during the first half of its 2015 financial year. Net
profit was $283.8Mn (EPS: $0.72) for the six month period
ended June 2015. Revenues increased by 5.3% to $945.1Mn
as DCOVE registered a 5% growth in its Negril Dolphin Cove
and Prospect Outback & Adventure Parks operations. Growth
from its Prospect operations benefitted from the introduction
of its Dune Buggy Tour which gained some popularity with
its visitors. Gross profit margin over the period moved from
91.6% to 92.5% in H1 2015. However, higher wages and
salaries along with higher depreciation and insurance costs
resulted in a $35.4Mn (+6.6%) increase in operating expenses
to $571.4Mn. Consequently, net profit margin deteriorated by
200 basis points to 30%.
Dolphin Cove is expected to register moderate growth during
the rest of the financial year. The opening of a section of the
Moon Palace Hotel (formerly Jamaica Grande), one of the
largest hotels in Ocho Rios in July 2015 is expected to drive
more visitors to the popular attraction and a more robust
revenue outturn throughout the year. Promotions geared
towards the local market also bode well for an increase in
visitors.
At its current trading price of $13, DCOVE’s trailing P/E is
11.69X while P/B is 1.87X.

JMD Money Market
The Bank of Jamaica (BOJ) announced a reduction in the
rate offered on its benchmark 30-day Certificate of Deposit
from 5.50% to 5.25% effective August 18, 2015. The Central
Bank is expected to further reduce rates as we approach the
maturity of J$62B in JMD fixed rate bonds in February 2016.
The BOJ last rate cut was in April of this year, when it reduced
the 30-day CD rate from 5.75% to 5.50%.
JMD liquidity levels continued to be highly constrained this
week with no notable change in market rates. While liquidity
levels are not expected to improve in the this week, broker
market rates are expected to fall given the BOJ’s recent rate
cut.
USD liquidity levels remained relatively unchanged this week
with no significant change in broker market rates.
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GOJ Globals
Trading activity was fairly light in Jaman bonds last
week even as most international markets and assets
were beset by volatility. The Jaman 28 traded at 100.50
while the 25N were offered at 110.50. Trading in JMD
bonds was limited to one off trades.

Indicative Levels - GOJ Globals

2017

113.000

115.000

2.16%

2019

111.000

112.000

3.49%

2021

108.750

109.750

5.09%

2022

127.500

129.500

5.99%

2025

110.500

112.000

5.87%

2028

100.000

101.000

6.63%

2036

114.500

116.500

6.98%

2039

109.500

111.500

6.98%

J$/US$1

Close:
14/08/15
117.44

Close:
14/08/15
117.61

The steep selloff that pushed down the benchmark Standard
& Poor’s 500 index five percent over three days may say more
about the outlook for emerging markets than U.S. companies in the fourth quarter. China’s economic slowdown, recessions in Latin American countries such as Brazil and Chile,
and a breakdown in commodity prices are prompting traders to overlook improving U.S. economic data. Turbulence
in financial markets gathered momentum amid intensifying
concern over slowing global growth, pushing the Dow Jones
Industrial Average into a correction and giving other stock
gauges their worse losses since 2011. More than $3.3 trillion has been erased from the value of global equities after
China’s decision to devalue its currency spurred a wave of
selling across emerging markets. The worries over slower
economic growth comes as a strong dollar and plunge in oil
prices take a toll on corporate earnings at the same time the
Federal Reserve is contemplating the first boost to interest
rates since 2006.
There’s a great deal of nervousness around the weakness
in China, and that’s overshadowing the fact that the U.S.
economy is sound and the European Union economy is firming. Sales of existing U.S. homes rose in July to their highest
level since 2007. U.S. auto sales, meanwhile, are on track
for their best year in a decade. The Fed has said its decision to raise rates will depend on data such as an improving
jobs market and housing market. Should the Fed signal that
it plans to raise rates, investor sentiment toward the United
States and emerging markets may further diverge. Minutes
released Wednesday of the central bank’s most recent meeting revealed Fed officials were concerned about recent decreases in oil prices and the possibility of adverse spillovers
from slower economic growth in China.

Foreign Exchange Market
Selling

International News

Change
+$0.17

J$/CDN$1

89.84

89.750

+$0.09

J$/GBP£1

182.46

184.07

+$1.61

Low FX demand was noted in the market with reduced
USD inflows in the post-tourism peak period. Tight JMD
money market conditions continued to restrict broker
trading.

European shares hit fresh 7-month low after Chinese stocks
slide
European stocks fell sharply at the open on Monday, with
a top index hitting a seven month low, as a slide in Chinese
markets continued to roil equities globally.
The pan-European FTSEurofirst 300 was down 3.6 percent,
set for its biggest one day fall since September 2011.
Concerns over China knocked the index last week as it posted
its biggest weekly drop since August 2011, and it hit its lowest

*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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level since January in early deals on Monday.
Asian stocks dropped to 3-year lows on Monday as a slump
in Chinese equities gathered pace, hastening an exodus
from riskier assets as fears of a China-led global economic
slowdown churned world markets.
Stocks slid after Beijing offered no big policy move at the
weekend to support equities, as was widely expected after
last week’s 11 percent plunge.
“Another strong sell-off in Asia overnight is once again
spreading fear throughout financial markets at the start of
the week, piling the pressure on the People’s Bank of China
to inject some stimulus into the markets stop the rout,”
Craig Erlam, market analyst at OANDA, said in a note

China’s yuan dips as stocks slump, loss capped by c.bank
midpoint
China’s yuan weakened against the dollar on Monday, pulled
down by a collapsing stock market, but losses were capped
by a stable central bank midpoint, traders said.
China’s major stock indexes tumbled more than 8 percent on
Monday morning, with traders saying disappointment over
the lack of widely expected monetary policy easing measures
over the weekend triggered a fresh sell-off.
The market had expected that the central bank would cut
banks’ requirement reserve ratios (RRR) to counter the economic slowdown.
“The yuan market was affected by the stock turmoil in early
trade,” said a trader at a Chinese commercial bank in Shanghai.
“However, the central bank’s relatively strong guidance rate
helped stabilize the exchange rate to some extent.”
The People’s Bank of China set the midpoint rate CNY=SAEC
at 6.3862 per dollar prior to market open, slightly stronger
than the previous fix of 6.3864.
The spot market CNY=CFXS opened at 6.3897 per dollar and
was changing hands at 6.3978 at midday, off an intraday low
of 6.3994 but was still 0.14 percent weaker than the previous
close.
Offshore yuan CNH=D3 was trading 1.04 percent down from
the onshore spot at 6.4648 per dollar.
The basis spread between offshore yuan and the onshore
spot rate expanded to its widest level in nearly four years.
“If the CNH liquidity in the offshore market continues to
tighten, we could see further capital outflows from mainland
China,” said Zhou Hao, a senior economist at Commerzbank
AG, in Singapore.
“Maybe at the end of the day, China will have only two options: one is to put more control on the capital account; second is to let the currency go.”
Non-deliverable currency contracts (NDFs) CNY1YNDFOR=
in the offshore market for the Chinese currency was being
quoted at 6.65 per dollar in early trade, a nearly 4 percent
discount in 12 months to the onshore market rate.
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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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