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Jamaica Heading Into The Final Stretch- Part II: Foresight
In this week’s issue, we will take the knowledge we developed from our Hindsight and apply it to our Braintrust, uncasing our
Foresight. This is particularly important when we examine the impact COVID-19 has had on our everyday life. The behavioural
changes by both businesses and individuals will form the “New Normal”, as such, the way we think needs to adapt similarly.
Given this, overarching investment strategies, opportunities and guidelines also require adaptation to allow for appropriate
risk-adjusted returns. With that being said, we seek to examine the current and future state of Jamaica’s economic
infrastructure and use that as our guiding pillar to establish and identify sound investment philosophies.
Responses For A Sustainable Future
Coming into 2020, Jamaica had successfully completed their Precautionary Stand-By Agreement (SBA) with the International
Monetary Fund (IMF) which essentially created the economic backdrop for Jamaica to thrive successfully into the future.
COVID-19 essentially halted the harvest of Jamaica’s years of sowing. Jamaica’s debt to GDP finally fell below 100%,
averaged a primary surplus of 7%, improvement in financial inclusion and credit provision. Now, Jamaica has had to postpone
numerous fiscal targets to combat the present effects of this global pandemic. Such targets include lowering our primary
surplus to 3.1% to release an approximate J$17 billion in additional spending capacity. Despite higher than expected revenues
to date, the COVID-19 bill has amounted to more than J$120 billion. To also aid in financing this surmountable bill, Jamaica
has withdrawn US$520 million from the IMF, 100% of the quota allowed to Jamaica under the Rapid Financing Instrument
(RFI). With other financings from multinational organizations, borrowing from the public through the reopening of different
tenor papers, Jamaica has essentially utilized a high amount of debt to cover this cost. This, in effect, has resulted in Jamaica
shifting is Debt to GDP target of 60% to March 31, 2028, two years later than originally planned. The effects of the measure
taken by the government will support domestic businesses to continue operating successfully while creating the opportunity
to introduce technology into their operations to further drive the quality of both goods and services.
On the Monetary side, the Bank of Jamaica (BOJ) has remained diligent and deliberate in their actions to ensure adequate
levels of liquidity remains within the market. This is necessary as access the credit will be necessary to aid in reinvigorating
the economy out of this trough. With our main source of USD inflows being weakened with the fallout in global tourism, the
BOJ has restricted large USD capital raises by businesses, suspended the payment of dividends for shareholders with
ownership percentages greater than 1% of a financial institution issued shares and maintained an accommodate policy stance.
Investing Playbook
Given the measures undertaken by the government and the central bank, there are direct and implicit implications on the
potential pool of investible securities available to investors. With the equities market still within in bear territory, identifying
opportunities will be paramount. Opportunities include a business that showcases revenue diversification, high levels of
solvency, and strong management teams. These companies will be well equipped to recoup their financial earnings as the
economic environment improves. There has been an increase in appetite for Additional Public Offers (APO) as a means of
raising equity capital in a period requiring strong levels of solvency and working capital needs.
On the fixed income and alternative investment scope, the need for cash flow generation is paramount for both investors and
issuers. This has resulted in savvy financers utilizing multiple structures to meet the demands of clients while making the
structures appropriate for investors. Participating in offers by entities that have a quality collateral package, creditworthiness
of the issuer, attractive terms of the structure adequate downside protection are the best securities to be positioned in. These
types of assets can be found domestically by issued entities, also from different brokerage houses that create tailored
products for their clients.
Finally, Unit Trust products continue to remain the golden egg in the investing community. This is because it allows investors
to get exposure to multiple individual securities under multiple asset classes. The diversification, tax and cost benefits will be
much needed in a period where every dollar matter. By investing with these parameters in mind, your portfolio will be wellpositioned to capitalize on the Foresight we’ve developed.
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For the week ended Friday, our local stock market
closed slightly higher week-over-week. The Main
Market Index increased by 1.72%, the JSE All
Jamaican Composite Index increased by 1.82%, the
JSE Junior Market Index increased by 0.36%, the JSE
Combined Index increased by 1.63%, and the JSE
USD Equities Index decreased by 2.20%.

Transport provider Knutsford Express Services
(KEX) took a beating in its first quarter, as
revenues were down by $202 million or 62 per
cent. http://www.jamaicaobserver.com/businessreport/knutsford-express-hit-hard-by-covid-19revenues-down-by-202-million-for-firstquarter_205503?profile=1056

The biggest winner this week is ISP Finance Services
Limited rising by 37.83% to close at J$2081. The
biggest loser was Caribbean Flavours & Fragrances
Limited falling by 90.92% to close at J$1.68.

As the global economy struggles to recover from
the COVID-19-induced recession, its worst
collapse in nearly a century, the IMF estimates
that the global economy will shrink 4.4 per cent
for 2020, which would represent the worst
annual plunge since the Great Depression of the
1930s.
http://www.jamaicaobserver.com/businessobserver/jamaica-s-economic-decline-couldworsen-this-as-imf-says-global-growth-coulddrop-by-4-4-jmea-presidentcomments_205329?profile=1056

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.
Overall Market activity resulted from trading in 97
stocks of which 41 advanced, 44 declined and 12
traded firm. Market volume amounted to 126,721,348
units
valued
at
over
$2,603,781,213.27.
Transjamaican Highway Limited (USD) was the
volume leader with 52,649,340 units (41.55%)
followed by Transjamaican Highway Limited with
36,602,806 units (28.88%) and Eppley Caribbean
Property Fund Limited SCC with 16,514,312 units
(13.03%)
Jamaica is far advancing its regulatory and
monitoring regime for the proliferation of fifth
generation (5G) mobile technology services in
Jamaica.
http://www.jamaicaobserver.com/sundayfinance/jamaica-readies-for-proliferation-of-5gservices-locally-sma-beefing-up-its-systems-aheadof-5g-roll-out_205608?profile=1056

Index

16/10/2020

Jamaica stands to earn significant foreign
exchange in the medium to long term from the
groups and conventions tourism subsector,
through a groundwork exercise established
between the Jamaica Tourist Board (JTB) and
the Miami-based eGroup Communications.
http://www.jamaicaobserver.com/businessobserver/jamaica-stands-to-gain-fromconvention-tourism_205289?profile=1056
The long-awaited Jamaican Teas three-to-one
stock split is now set to take place on November
30, more than seven months after the April 1
initial date.
http://www.jamaicaobserver.com/businessobserver-corporate-listing/long-awaitedjamaican-teas-stock-split-for-november-30shareholders-to-vote-on-november17_205044?profile=1056

9/10/2020

31/12/2019

Week/Week Year-to-Date

JSE Main Market

377,798.93

371,394.93

509,916.44

1.72%

-25.91%

JSE Junior Market

2,511.50

2,502.49

3,348.97

0.36%

-25.01%

374,625.71

368,633.23

505,253.98

1.63%

-25.85%

192.72

197.05

226.23

-2.20%

-14.81%

JSE Combined Market
JSE USD Equities Market
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The week marked the unofficial start of earnings
season, with 31 S&P 500 companies expected to
report third-quarter results. US Stocks managed a
third consecutive week of gains. Within the S&P
500 Index, industrials and utilities shares
outperformed, while financials recorded losses as
investors anticipate bank earnings report.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US
On Tuesday, Republican Senate Majority Leader
Mitch McConnell stated that he was only prepared
to bring a USD 500 billion package to a vote—far
below the USD 2.2 trillion that House Democrats
were demanding. McConnell’s offer was also well
below the USD 1.8 trillion the White House was
proposing,
and
President
Donald
Trump
immediately criticized the Senate package as too
meager.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US
Coronavirus worries also seemed to dampen
sentiment during much of the week. Investors
appeared concerned by the continued rise in cases
in the U.S. and Europe, and Wednesday brought
news of pauses in trials of both Johnson &
Johnson’s vaccine and Eli Lilly’s antibody
treatment due to possible adverse reactions.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US

Index

16/10/2020

Last week’s economic data were mixed. Core retail
sales—excluding purchases at auto dealerships,
gas stations, home centers, and food services
suppliers—rose 1.4% in September, easily reversing
a downwardly revised 0.3% drop in August. The
University of Michigan’s preliminary gauge of
October consumer sentiment also surprised
moderately on the upside. However, weekly jobless
claims disappointed, rising to 898,000, a twomonth high.
https://www.troweprice.com/personalinvesting/resources/insights/global-marketsweekly-update.html#US
Treasury yields rose after the retail sales report but
decreased through most of the week, driven in part
by the Federal Reserve’s purchases of U.S.
government debt, concerns surrounding vaccine
trials, and softness in key components of the latest
consumer price index data. (Bond prices and yields
move in opposite directions.)
https://www.troweprice.com/personalinvesting/resources/insights/global-marketsweekly-update.html#US
Meanwhile, rising COVID-19 cases in Europe and
concerns surrounding fiscal stimulus negotiations in
the U.S. continued to weigh on sentiment in the
investment-grade corporate bond market. Primary
issuance levels contracted throughout the week
and finished well below expectations.
https://www.troweprice.com/personalinvesting/resources/insights/global-marketsweekly-update.html#US

9/10/2020

31/12/2019

Week/Week Year-to-Date

Dow Jones

28,606.31

28,586.90

28,462.14

0.07%

0.51%

S&P 500

3,483.81

3,477.13

3,234.85

0.19%

7.70%

NASDAQ 100

11,852.17

11,725.85

8,733.07

1.08%

35.72%

FTSE 100

5,919.58

6,016.65

7,542.44

-1.61%

-21.52%
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USD Foreign Exchange Market
•

The Jamaican Dollar appreciated against most
major currencies last week. Our local currency
appreciated by 0.35% against the U.S. Dollar
week on week to settle at $146.65 as at close
of trade Friday, relative to J$147.16 per
US$1.00 at the end of the prior. Year to date
depreciation has been 10.62%.

•

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.

•

The BOJ recently reopened three tranches of
Fixed Rate Benchmark Investment Notes with
maturities in 2023, 2029 and 2034 (the
“Notes”).

•

Collectively, the reopening of these Notes will
raise approximately J$39 billion.

Currency
Pair

16/10/20 9/10/202 31/12/20 Week/W Year-to20
0
19
eek
Date

JMD: USD

146.65

147.16

132.57

0.35%

-10.62%

JMD:CAD

110.81

113.39

100.70

2.28%

-10.04%

JMD:GBP

191.75

189.70

170.64

-1.08%

-12.37%

Unit Trust Performance
•

The Money Market Fund increased 0.13%
week-on-week, the FX Bond Portfolio had
increased by 0.13%, the F.X. Growth
Portfolio increased by 2.44% in value, and
the Real Estate Portfolio increased by
0.02% in value. The Capital Growth Fund
increased by 2.60% 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 7.36% year
to date performance relative to S&P 500’s
performance of 7.70% . 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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15/10/2020 8/10/2020

Week/Week
Return

Year-toDate
Return

1 Year
Return

Yield

80.4298

78.39

2.60%

-16.90%

-12.25%

-

14.7705

14.7506

0.13%

2.82%

3.09%

2.21%

100.00

100.00

-

-

-

1.86%

1.3137

1.3120

0.13%

-2.12%

-0.95%

1.97%

5,379.73

5,378.86

0.02%

4.57%

16.70%

-

0.9617

0.9388

2.44%

7.36%

11.67%

-

•

Opportunities include a business that showcases
revenue diversification, high levels of solvency, and
strong management teams. These companies will
be well equipped to recoup their financial earnings
as the economic environment improves.

•

On the fixed income and alternative investment
scope, the need for cash flow generation is
paramount for both investors and issuers. This
has resulted in savvy financers utilizing multiple
structures to meet the demands of clients while
making the structures appropriate for investors.
Participating in offers by entities that have a
quality collateral package, creditworthiness of
the issuer, attractive terms of the structure
adequate downside protection are the best
securities to be positioned in.

•

Unit Trust products continue to remain the
golden egg in the investing community. This is
because it allows investors to get exposure to
multiple individual securities under multiple
asset classes. The diversification, tax and cost
benefits will be much needed in a period where
every dollar matter.

•

As the global economy struggles to recover from
the COVID-19-induced recession, its worst
collapse in nearly a century, the IMF estimates
that the global economy will shrink 4.4 per cent
for 2020, which would represent the worst
annual plunge since the Great Depression of the
1930s.

