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LET US SHOW YOU HOW

Your portfolio can thrive even in this time.
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US Elections and Asset Classes
We are approximately a month away from the United States presidential election, which is an event circled on the calendars of many, especially
investors. The importance of this election relative others is predicated on the fact that the incumbent president will determine economic policies for
an economy that accounts for more than 20% of the world GDP. This is by far the most considerable contribution by any single economy to world
GDP, China being the second-largest contributor, thus who is at the helm has broad implications. For the avid and sophisticated investor, the
incumbent president will affect a lot of policies that will determine factors such as corporate taxes, eco-friendly initiatives, trade policies, economic
reform towards racial inequality and much more. Historically during these periods, the potential candidates and their individual philosophies play a
vital role in the outturn of asset markets.
The Schwab Center for Financial Research found that the market ended on a positive note in 17 of the past 23 presidential election years—or 74% of
the time—with an average annual return of 7.1%. This year’s US election though is quite different, as the economic backdrop is smeared by the
global pandemic caused by Covid-19. This pandemic which started off as a health crisis, has morphed into one of the greatest economic crisis to
date. The unprecedented economic fallout requires a captain with a ‘steady hand’ at the helm to steer their economy out of these somewhat
choppy waters. As such, investors are going to invest based on who they believe is best equipped to guide the economy during this period which
will surely last more than a four-year presidential term. Some of the key factors that will play on investors sentiment are:
•

Quality and Quantity of fiscal support: The economic fallout has impacted both lives and livelihoods with considerable implications specifically on
businesses. While bankruptcy is down 11.8% year over year as at June 2020, the level of Chapter 11 filings has had a noticeable increase, which
is 5% higher than the previous year. This means that companies are restructuring their debt as lower business activities have made liquidity an
issue.

•

Trade Deals vs Trade Wars: Given how interconnected the global economies are due to globalization, there is a consistent emphasis on ensuring
that one’s country remains competitive both on a worldwide scale and domestically. Globalization has always threatened domestic industries,
and with the current global pandemic, countries will continue to compete to be dominant suppliers.
Taxes and Inequality: The handling of corporate taxes will be a significant concern for investors, especially since the equity markets and
corporate earnings historically benefit the wealthier class. Thus, bridging the gap between income classes by providing better job opportunities
and compensation packages, while creating the avenue for diversity amongst race and gender will also be a key factor.

•

These are just some of the few areas that would impact investor sentiment while also determining the posture they will take (risk-on vs risk-off). The
underlying factors will also decide which asset classes investors position in. But, the stance of the Federal Reserve (FED) historically and empirically
has a higher impact on overall market movements versus just the US election, as the FED will utilize market tools to impact both monetary policy
and aid in fiscal policy support.
Locally, the choice of the presidency has less impact on our local securities market sentiment, but it does impact the relationships our businesses
may have with our largest trading partner. Foreign policy will be a key factor to be mindful of as this will determine the strength of our trading
relations. Also, the foreign business environment will impact out local listed entities, as their ability to expand their operations outside of Jamaica
and potentially the Caribbean will be underpinned by the macroeconomic environment of all potential markets. Thus, there are indirect implications
for our domestic market, and why the upcoming election, in a Covid-19 environment, may have more weight than historically seen before.

“The stock market is a device for
transferring money from the impatient
to the patient” – Warren Buffet
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For the week ended Friday, our local stock market
closed higher week-over-week. The Main Market
Index increased by 1.14%, the JSE All Jamaican
Composite Index increased by 1.22%, the JSE
Junior Market Index increased by 1.68%, the JSE
Combined Index increased by 1.18%, and the JSE
USD Equities Index decreased by 2.15%.
The biggest winner this week is Barita Investments
Limited rising by 33.99% to close at J$77.91. The
biggest loser was Eppley Caribbean Property Fund
Limited falling by 12.49% to close at J$50.30.
Year to date, all the major equity indexes are still
down by high double digits (see, the table below);
and three months since March, has been relatively
flat.
Market volume amounted to 103,147,199 units
valued at over
$1,710,603,843.33. Wigton
Windfarm Limited Ordinary shares was the volume
leader with 25,804,009 units (25.02%) followed by
Barita Investments Limited with 18,486,287 units
(17.92%) and Pulse Investments Limited with
14,098,975 units (13.67%).
With less than one week to the end of its financial
year, NCB Financial Group (NCBFG) has decided
to tap the capital markets through NCB Jamaica
(NCBJ), and Guardian Holdings Limited (GHL) for
debt raises of US$175 million (JA$24.8 billion) and
JA$13.4 billion respectively.

Food and distribution company Derrimon Trading
Limited has reported continued growth across
business segments. The company now looks
forward to its expansion plans despite the
diminishing effects of the COVID-19 pandemic.
http://www.jamaicaobserver.com/sundayfinance/derrimon-trading-maintains-growthdespite-covid-19-shareholders-give-apo-goahead_204021?profile=1056
The Caribbean Development Bank (CDB) has
approved loans of US$40 million to The
Bahamas and US$30 million to St Lucia in
support of the countries' economic recovery and
resilience during the COVID-19 period.
oil prices into negative territory in April.
http://www.jamaicaobserver.com/sundayfinance/caribbean-development-bank-to-lend-us70-million-to-the-bahamas-st-lucia-to-countercovid-19-fallout_204017?profile=1056
Jamaican conglomerate, Jamaica Producers
Group (JPG), has offloaded most of its 32 per
cent shareholding in its related real estate and
property management company, SAJE Logistics
Infrastructure Limited.
http://www.jamaicaobserver.com/businessreport-daily-biz/jamaica-producers-group-sellsmost-of-its-32-stake-in-saje-logistics-associatedcompany-1-9-billion-sale-comes-amid-covid-19restructuring-exercise_203933?profile=1056

http://www.jamaicaobserver.com/sundayfinance/ncbfg-goes-shopping-with-40-billion-debtraise-ahead-of-financial-year_203954?profile=1056

Index

25/9/2020

18/9/2020

JSE Main Market

372,604.36

368,392.30

509,916.44

1.14%

-26.93%

JSE Junior Market

2,539.17

2,497.10

3,348.97

1.68%

-24.18%

370,142.40

365,814.95

505,253.98

1.18%

-26.74%

186.85

190.96

226.23

-2.15%

-17.41%

JSE Combined Market
JSE USD Equities Market

31/12/2019

Week/Week Year-to-Date
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S&P 500 Index ended the weak slightly lower than
the previous week, down 0.63% week over week.
Consumer discretionary shares rallied; Nike mainly
drove this following reports of a rebound in summer
sales. Tech stocks also performed well, helping the
tech-heavy Nasdaq Composite Index record a gain
of 1.96% week over week. Energy stocks suffered
the biggest declines in the S&P 500 in response to
falling oil and natural gas prices, while declines in
regional bank stocks due to concerns over
depressed lending margins put pressure on
financials shares.
The week began on a down note, with the renewed
rise in coronavirus cases in Europe (see below)
and several other concerns weighing on sentiment.
Prospects for Democrats and Republicans to agree
on an additional round of stimulus seemed to
diminish further following the news over the
weekend of the death of Supreme Court Justice
Ruth Bader Ginsburg and President Donald
Trump’s vow to have a replacement confirmed
before the election. Allegations that major global
banks had been involved in extensive money
laundering operations dragged financials shares
lower and seemed to be a further drag on overall
sentiment. Finally, T. Rowe Price traders noted that
reports of stalled negotiations to avert a
government shutdown concerned investors.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US

Index

25/9/2020

The week’s economic data generally indicated a
continuing, but slowing, recovery and did not
appear to play a major role in pushing the markets
in either direction. Thursday brought news that
weekly initial jobless claims had risen slightly, to
870,000, while continuing claims had declined much
less expected, from 12.7 million to 12.6 million.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US
The manufacturing sector appeared to remain in
good shape as companies restocked inventories
depleted in the wake of the pandemic, but IHS
Markit’s gauge of service sector activity declined for
the first time since April, if only slightly (from 55.0 to
54.6, still indicating expansion).
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US
durable goods orders in August missed on the
downside, but core capital goods orders—which
exclude defense and aircraft orders—rose a solid
1.8%, while July’s increase was revised higher, to
2.5%. Housing also remained a bright spot, with
new home sales in August reaching their best level
since September 2006.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US

18/9/2020

31/12/2019

Week/Week Year-to-Date

Dow Jones

27,173.96

27,657.42

28,462.14

-1.75%

-4.53%

S&P 500

3,298.46

3,319.47

3,234.85

-0.63%

1.97%

11,151.13

10,936.98

8,733.07

1.96%

27.69%

FTSE 100

5,842.67

6,007.05

7,542.44

-2.74%

-22.54%

Euro Stoxx 50

3,137.06

3,283.69

3,748.47

-4.47%

-16.31%

NASDAQ 100

B A R I T A I N S I G H T S : WEEKLY NEWSLETTER

P A GE 6

USD Foreign Exchange Market
•

The Jamaican Dollar appreciated against most
major currencies last week. Our local currency
appreciated 0.54% against the U.S. Dollar
week on week to settle at $141.98 as at close
of trade Friday, relative to J$142.75 per
US$1.00 at the end of the prior. Year to date
depreciation has been 7.10%.

•

Since the outbreak of the COVID-19, the Bank
of Jamaica (BOJ) has been proactive in
providing adequate liquidity support to our
local institutions. However, this has been
difficult especially seeing that manufacturers
and
importers
have
been
demanding
additional foreign exchange to purchase raw
materials to carry out their business in
preparations for the upcoming hurricane
season, as well as market players engaging in
precautionary purchasing.

•

For the week ended 25 September 2020, no
FX Swap applications were received. A total
of USD29.00 million matured

•

The total outstanding under the BOJ FX Swap
Arrangement is USD38.00 million.

Currency
Pair

25/9/20 18/9/20 31/12/19 Wk/Wk

Year-toDate

JMD: USD

141.98

142.75

132.57

0.54%

-7.10%

JMD:CAD

108.02

108.46

100.70

0.40%

-7.27%

JMD:GBP

183.32

184.60

170.64

0.70%

-7.43%

Unit Trust Performance
•

The Money Market Fund decreased 0.24%
week-on-week, the FX Bond Portfolio had
decreased by 0.04%, the F.X. Growth
Portfolio decreased by 3.51% in value, and
the Real Estate Portfolio decreased by
0.47% in value. The Capital Growth Fund
increased by 2.09 % week over week.

•

Barita's Collective Investment Schemes
("CIS") offer the opportunity for investors to
remain invested in the market at this delicate
stage of the market cycle; moreover, there is
a diversification benefit and opportunity to
have a professional portfolio manager make
the best-in-class professional judgements on
your behalf.

•

The
F.X.
Growth
Fund,
which
is
benchmarked against the S&P 500, has been
in-line with it’s benchmark with a 1.46% year
to date performance relative to S&P 500’s
performance of 1.97% . This fund helps
investors to gain exposure to the U.S.
equities market, without taking on the risk of
directly investing in a single company.

•

The Capital Growth Fund suffered the
same fate as our local equity market but
remains
above
the
year
to
date
performance of the combined index. This
is as attractive as securities were also
oversold during the March sell-off and
represented an attractive entry point to
be capitalized on. The FX Bond Portfolio
remains
an
attractive
fixed-income
portfolio,
especially
taking
into
consideration the large retreat from
emerging market (E.M.) securities. With
investors seeking "safe haven" in a more
developed market (D.M.) securities and
essentially selling down their positions in
E.M.
securities,
opportunities
were
exposed for our fund managers to
capitalize on.

“The fool
wonders, the
wise man asks”–
Benjamin Disraeli
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23/9/2020 18/9/2020

Yield

78.1351

76.53

2.09%

-19.27%

-14.23%

-

14.6884

14.7243

-0.24%

2.25%

2.51%

2.60%

100.00

100.00

-

-

-

2.44%

1.3063

1.3068

-0.04%

-2.67%

-1.12%

2.11%

5,382.58

5,407.98

-0.47%

4.62%

9.36%

-

0.9088

0.9419

-3.51%

1.46%

4.92%

-

The Schwab Center for Financial Research
found that the market ended on a positive
note in 17 of the past 23 presidential election
years—or 74% of the time—with an average
annual return of 7.1%. This year’s US
election though is quite different, as the
economic backdrop is smeared by the global
pandemic caused by Covid-19.
Key Factors to consider are:
•
•
•

Week/Week
Return

Year-toDate
Return 1 Year
Return

Quality and Quantity of fiscal support
Trade Deals vs Trade W ars
Taxes and Inequality

Locally, the choice of the presidency has less
impact on our local securities market
sentiment,
but
it
does
impact
the
relationships our businesses may have with
our largest trading partner. Foreign policy
will be a key factor to be mindful of as this
will determine the strength of our trading
relations.
Also,
the
foreign
business
environment will impact out local listed
entities, as their ability to expand their
operations outside of Jamaica and potentially
the Caribbean will be underpinned by the
macroeconomic environment of all potential
markets. Thus, there are indirect implications
for our domestic market, and why the
upcoming
election,
in
a
Covid-19
environment, may have more weight than
historically seen before.

