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With COVID-19 cases still rampaging through the global economy, last week many turned their attention away from the growing death cases,

ongoing legal battles between the EU bloc and AstraZeneca and even the IMF 2021 Global Outlook of a 5.5% economic recovery in 2021. Instead,

this week was about a market of wit and gamble, trading fuelled purely by sentiment and an on-going tussle between retail investors and Wall
Street investors, with brokerages being caught in the middle. This development is interesting as it highlights inefficiencies that are present in an

efficient market and allows us to extrapolate what the implications could be if our Stock Exchange regulator were to allow short selling.

A Short Sale
Last week, a Short Squeeze was in full effect. A short squeeze refers to when investors intentionally increase the stock price when there is a large

open Short Position. A short position refers to an investors position in a Short Sale (verb: Short-Selling). This is a strategy by which investors borrow a
stock (at a cost), sell it immediately, intending to repurchase at a lower price at a later date. This strategy is profitable if the savvy investor gets the

bet right about a stock and its price depreciates. However, if the price appreciates, they have to purchase this stock at a higher price than they
would have sold it for and return it to its owner. This is unprofitable as the money they would have earned from the initial sale is now less than the

price to reacquire the stock, meaning they would have to essentially borrow funds to do the purchase. So, a Short Squeeze has material

ramifications, especially if the investor is unable to acquire the stock due to illiquidity, or an inability to borrow the funding necessary to repurchase
the stock. An example of this would be why the hedge fund Melvin Capital, needed approximately US$2.75 billion to cover its short position last

week.

Wall Street Vs Retail Investors
The strategy of short selling isn’t unique and is often deployed by Wall Street, especially in companies they believe are going to underperform. But

last week, retail investors were able to perform a short squeeze, based on the short interest ratios of certain companies. The short interest ratio
essentially helps an investor find out very quickly if a stock is heavily shorted or not shorted versus its average daily trading volume. If the short-

interest ratio is high, they are a prime target for a short-squeeze. This in effect is what transpired last week, and it caused major indices to close
down. This was because investors with short-positions would essentially sell other stocks to generate the cash to cover their short positions. Now,

the force behind last week’s short squeeze that saw stocks such as AMC and Game Stop increasing over 100% was retail investors essentially

performing a short squeeze on these companies. This forced the hands of Wall Street fund managers to sell positions in other stocks to cover their
short position. This indirectly led to the decline in equity indexes into negative territory on a year-to-date basis, as fund managers would have

needed to sell large positions of their portfolios to given the short squeeze

Implications
While this short squeeze may be seen as a normal part of a freely functioning efficient market, the increase in volatility due to this activity has far-

reaching implications. One such implication is the direct effect it has on pension funds and their value. Over the last decade, a large proportion of
pension funds have increased their allocation to hedge funds, as hedge funds are classified as an Alternative Investment. Based on the latest

report by companies such as PriceWaterhouseCooper, Ernst & Young, and Deloitte, the portfolio allocation towards hedge funds have increased
significantly to approximately 6%-10% for sovereign funds and pension funds on aggregate. This implies that pensions funds and future pensioners

are among the indirect victims of last week’s market volatility, to the extent their pension funds currently have exposure to hedge funds caught in

this short squeeze. This has led to many fund managers seeking government and regulatory intervention as a simple market activity has far-
reaching implications that indirectly impact the future livelihood of individuals. As this event is unprecedented to the extent that the source of the

squeeze is from retail investors, there is no current precedent for regulators to enact to curtail the current volatility without infringing on the rights of

these investors. Thus, these developments remain ongoing and act as a good case study for regulators globally.

What if the Jamaica Stock Exchange Allowed Short Selling?
The Jamaica Stock Exchange (JSE) has been recognized as a top-performing exchange globally within the last five years, but it is also one of the
smallest exchanges globally. With a market capitalization of just US$12.28 million (S&P 500 market capitalization: US$33.16 trillion), liquidity is low

on the JSE. This indirectly means that limited shares are outstanding for investors to gain exposure to. This also means that an event such as a short
squeeze would be amplified by a material measure. Also, the implications would be just the same as overseas but materially worse. Based on the

September 2020 pension fund report by the Financial Services Commission (FSC), Private Investment Arrangements (PIA) and Stocks & Shares

account for 37% and 22% respectively. To compound this issue, Stocks & Shares account for 35% of PIA’s. Such a concentrated exposure to an
illiquid market has far-reaching implication for Jamaica, where just 11% of our employed population actively contributing to a pension plan. These

are facts that cannot be ignored and must be at the forefront of the minds of the JSE and FSC when considering allowing short-selling ion our local

stock exchange.
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For the week ended Friday, our local stock market
increased week-over-week. The Main Market Index
rose by 0.54%, the JSE All Jamaican Composite
Index increased by 0.54%, the JSE Junior Market
Index improved by 0.89%, the JSE Combined Index
increased by 0.57%, and the JSE USD Equities Index
increased by 4.12%.

During the week, Lumber Depot Limited was the
largest gainer, rising by 31.54% to close at J$1.96.
The biggest loser was Dolphin Cove Limited which
fell by -23,77% to close at J$6.80.

With the start of the new year, the major equity
indices are all trading at single digit growth or
decline levels.

On Friday, the overall market activity resulted from
trading in 101 stocks of which 54 advanced, 40
declined and 7 traded firm. market volume
amounted to 119,985,026 units valued at over
$610,778,990.99. Wigton Windfarm Limited Ordinary
Shares was the volume leader with 30,633,898 units
(25.53%) followed by Derrimon Trading Company
Limited with 26,419,803 units (22.02%) and
Transjamaican Highway Limited with 11,680,953
units (9.74%).

Revisiting relevant news during the week:

DEPUTY chairman of Barita Investments and founder
of Cornerstone Investments Holdings, Paul Simpson
is hailing the contribution of Rita Humphries-Lewin
following her retirement and resignation from the
board of directors of Barita last week.
http://www.jamaicaobserver.com/sunday-
finance/cornerstone-investments-hails-contribution-of-
rita-humphries-lewin-to-barita-
jamaica_213591?profile=1056

NATIONAL Commercial Bank Group (NCB) is
advising that there will be no interim dividend
payment for the first quarter of its 2021 financial
year.
http://www.jamaicaobserver.com/business-
report/ncb-carries-no-dividend-payment-into-
2021-only-one-interim-dividend-payment-for-
2020-for-shareholders_213452?profile=1056
revenues_213526?profile=1056

Less than a month after Sygnus Credit
Investments Limited (SCI) executed its successful
US$27.6-million ($3.9-billion) additional public
offering (APO), Sygnus Real Estate Finance
Limited (SREF) has confirmed its intention to list
on the Jamaica Stock Exchange (JSE) in 2021.
http://www.jamaicaobserver.com/business-
report/sygnus-real-estate-finance-expected-to-
list-of-stock-exchange-as-tugwell-henry-sees-a-
solid-recovery-over-the-next-three-
years_213453?profile=1056

AS revenues continue to dwindle exacerbated by
COVID-19-induced losses, university residential
developer 138 Student Living Jamaica is seeking
a 12-month reprieve on principal bond payments
amounting to several millions of dollars.
http://www.jamaicaobserver.com/news/138-
student-living-seeks-12-month-reprieve-on-
principal-bond-payments-entity-endured-54-
million-loss-in-the-fourth-
quarter_213406?profile=1056
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Index 29/1/2021 22/1/2021 31/12/2020 Week/Week Year-to-Date

JSE Main 
Market 387,937.83 385,859.59 395,614.93 0.54% -1.94%

JSE Junior 
Market 2,774.17 2,749.66 2,643.38 0.89% 4.95%

JSE Combined 
Market 386,761.92 384,586.87 392,435.92 0.57% -1.45%

JSE USD 
Equities Market 202.72 194.70 186.30 4.12% 8.81%

http://www.jamaicaobserver.com/sunday-finance/cornerstone-investments-hails-contribution-of-rita-humphries-lewin-to-barita-jamaica_213591?profile=1056
http://www.jamaicaobserver.com/business-report/ncb-carries-no-dividend-payment-into-2021-only-one-interim-dividend-payment-for-2020-for-shareholders_213452?profile=1056
http://www.jamaicaobserver.com/business-report/ncb-carries-no-dividend-payment-into-2021-only-one-interim-dividend-payment-for-2020-for-shareholders_213452?profile=1056
http://www.jamaicaobserver.com/business-report/sygnus-real-estate-finance-expected-to-list-of-stock-exchange-as-tugwell-henry-sees-a-solid-recovery-over-the-next-three-years_213453?profile=1056
http://www.jamaicaobserver.com/news/138-student-living-seeks-12-month-reprieve-on-principal-bond-payments-entity-endured-54-million-loss-in-the-fourth-quarter_213406?profile=1056


Despite a busy earnings week in which 37% of the
S&P 500’s market capitalization was due to post
quarterly financial results, unusual fluctuations in the
prices of certain stocks that are popular with
individual investors appeared to drive the market and
received the bulk of media attention. Encouraged by
message boards on Reddit and other online forums,
these investors seemed to collectively target stocks
with high percentages of short interest through buying
the shares. In a short trade, which is a bearish
position, an investor borrows shares and sells them,
hoping to buy them back at a lower price in the future.
https://www.troweprice.com/personal-
investing/resources/insights/global-markets-weekly-
update.html#US

In a “short squeeze,” a rising stock price can force
short investors to buy back the shares at a higher
price, incurring losses on their bearish positions as
they “cover” their shorts. If enough bearish investors
cover their short positions, they can drive the stock
price even higher. GameStop, a video game retailer,
and movie theater operator AMC Entertainment
Holdings were two of the heavily shorted stocks that
experienced short squeezes, causing huge price gains
and major losses on short positions.

According to media reports, major hedge funds were
among the short investors, and they sold out of other
stock positions to cover their losses. This activity
appeared to drive much of Wednesday’s steep
decline, although the firm’s traders also noted that
generalized worries over elevated valuations in the
market may have encouraged some profit-taking.
Stocks recovered a portion of their losses on
Thursday after some online brokerages restricted
buying in certain stocks.
https://www.troweprice.com/personal-
investing/resources/insights/global-markets-weekly-
update.html#US

Wall Street is gearing up for another week of market
mayhem, with signs that the retail frenzy that pumped
up the stock prices of the likes of GameStop Corp
(NYSE:GME) and AMC Entertainment (NYSE:AMC)
Holdings Inc is spreading to other assets.
https://www.investing.com/news/stock-market-
news/wall-street-gears-up-for-second-bout-against-
reddit-traders-2404544

Ten moderate Republican U.S. senators urged
President Joe Biden on Sunday to significantly
downsize his sweeping $1.9 trillion COVID-19 relief
package to win bipartisan support as Democrats in
Congress prepared to push ahead with his plan this
week. Biden responded to the overture by inviting the
Republican lawmakers to the White House this week
for talks, spokeswoman Jen Psaki said, even as he
continues to seek a comprehensive, large-scale
measure.
https://www.investing.com/news/coronavirus/group-
of-10-republican-senators-propose-compromise-on-
covid19-relief-bill-2404423

A big week for earnings, including reports from
Amazon and Alphabet, stimulus negotiations in
Washington and the first jobs report of 2021 will all
be major events to watch in the coming week, but
they are likely to be overshadowed by the standoff
between retail investors and Wall Street hedge
funds. Investors will be watching closely to see if
the short squeezes driven by retail investors
continue in what could be a bumpy week for stocks.
Here’s what you need to know to start your week.
See link for more details.
https://www.jamstockex.com/market-
data/combined-market/weekly-summary/2021-01-
29
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Index 29/1/2021 22/1/2021 31/12/2020 Week/Week Year-to-Date

Dow Jones 29,982.62 30,996.98 30,606.48 -3.27% -2.04%

S&P 500 3,714.24 3,841.47 3,756.07 -3.31% -1.11%

NASDAQ 100 12,925.38 13,366.60 12,888.28 -3.30% 0.29%

FTSE 100 6,407.46 6,695.07 6,460.52 -4.30% -0.82%

Euro Stoxx 50 3,481.44 3,602.41 3,552.64 -3.36% -2.00%

https://www.troweprice.com/personal-investing/resources/insights/global-markets-weekly-update.html
https://www.troweprice.com/personal-investing/resources/insights/global-markets-weekly-update.html
https://www.investing.com/news/stock-market-news/wall-street-gears-up-for-second-bout-against-reddit-traders-2404544
https://www.investing.com/news/coronavirus/group-of-10-republican-senators-propose-compromise-on-covid19-relief-bill-2404423
https://www.jamstockex.com/market-data/combined-market/weekly-summary/2021-01-29
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Local Foreign Exchange Market

• The Jamaican Dollar appreciated against all
major currencies last week. Our local
currency depreciated by 1.94% against the
U.S. Dollar week on week to settle at $149.61
as at close of trade Friday, relative to $146.76
per US$1.00 at the end of the prior week. Year
to date depreciation has been approximately
4.88%.

Interest Rates and Inflation

• Since the onset of the pandemic in March
2020, market volatility has declined
significantly. Notwithstanding, the BoJ
maintains its position; supportive of the wider
economy and continues to hold the policy
rate at 0.50%.

• At this rate, based on its assessment, the BoJ
notes that inflation will generally continue to
remain within the target of 4.0% to 6.0% over
the next two years.

• For the calendar year ended December 2020,
the inflation rate rose above the upper bound
of the BoJ’s inflation target to 6.4%.
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Unit Trust Performance

• 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 appreciated by
1.18% year to date relative to S&P 500’s
performance of -1.11% YTD performance .
This fund allows investors to gain exposure
to the U.S. equities market, without taking on
the risk of directly investing in a single
company.

• Year to Date, The Money Market Fund has
increased by 0.19%, the FX Bond Portfol io
has increased by 0.15%, the F.X. Growth
Portfol io decreased by 0.75%, the Real
Estate Portfol io remained unchanged and
the Capital Growth Fund increased by
0.54%.

• YTD, the Capital Growth Fund has
del ivered a return of 0.77% relat ive to the
JSE Combined and Main Indices which
increased by 0.57% and 0.54%,
respect ively.

• The FX Bond Portfol io remains an
attract ive f ixed-income portfol io,
part icularly when viewed within the
context of global interest rates which have
decl ined signif icantly as central banks
maintain low policy rates to drive the
economic recovery.

“The big money is 
not in the buying 
or selling, but in 

the waiting”
– Charlie Munger

Currency 
Pair

29/1/2021
22/1/202

1
31/12/202

0
Week/Wee

k
Year-to-

Date

JMD: USD
149.61 146.76 142.65 -1.94% -4.88%

JMD:CAD
117.52 114.21 111.41 -2.90% -5.48%

JMD:GBP
205.52 201.91 193.66 -1.79% -6.12%



..
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Unit Trust 
Fund 29/1/2021 21/1/2021

Week/Week 
Return

Year-to-
Date 

Return 
1 Year 
Return

Yield

Capital 
Growth 85.5251 85.07 0.54% 0.77% -9.79% -

Money 
Market 14.8917 14.8631 0.19% 0.78% 3.37% 2.05%

Income 
Portfolio 100.00 100.00 - - - 1.72%

FX Bond 
Portfolio 

(US$) 1.3537 1.3517 0.15% -0.19% 0.57% 2.02%

Real 
Estate 

Portfolio 5,402.86 5,403.09 0.00% -7.41% 2.69% -
FX 

Growth 
Portfolio 1.0103 1.0179 -0.75% 1.18% 13.62% -

“Do not save what is left after spending but 
spend what is left after saving”

– Warren Buffett
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Stock Ticket
Stock Information

(As at January 29, 2020)
Analyst Outlook

WISYNCO
Wisynco Group Ltd 

P/E: 25.92X OVERWEIGHT

The local fiscal support to both households and businesses was
instrumental in maintaining individuals' consumption capacity,
particularly those furloughed and made redundant, which
supported the demand for consumer staples distributed by
manufacturers and distributors Wisynco. We expect that with
continued fiscal support through either direct household support or
government spend on projects to stimulate employment, Wisynco's
business will thrive in this environment.

P/B: 4.42X

Price: J$16.33

Div Yield: 0.55%

LASM
Lasco Manufacturing

P/E: 14.17X OVERWEIGHT

The local fiscal support to both households and businesses was
instrumental in maintaining individuals' consumption capacity,
particularly those furloughed and made redundant, which
supported the demand for consumer staples distributed by
manufacturers and distributors LASM. We expect that with
continued fiscal support through either direct household support or
government spend on projects to stimulate employment, LASM's
business will thrive in this environment. Given that more restrictive
curtailment measures do not seem likely, LASM is likely to perform
better than in the April - June quarter. The national curfew
measures were particularly restrictive and, therefore, negatively
impacted LASM's revenue growth.

P/B: 2.25X

Price: J$3,92

Div Yield: 0.0%

LASD
Lasco Distributors

P/E: 13.10X OVERWEIGHT

The local fiscal support to both households and businesses was
instrumental in maintaining individuals' consumption capacity,
particularly those who were furloughed and made redundant,
which supported the demand for consumer staples distributed by
manufacturers and distributors as LASD. We expect that with
continued fiscal support through either direct household support or
government spend on projects to stimulate employment, LASD's
business will thrive in this environment.

P/B: 1.79X

Price: J$3.18

Div Yield: 0.0%

Equities

UNDERWEIGHT
Reduce exposure in your portfolio to less than

5% for this particular asset

SELL
Reduce exposure in your portfolio to zero

OVERWEIGHT/BUY
Exposure to this asset should be between 5% and

10% of your total portfolio

MARKETWEIGHT/HOLD
Exposure to the asset should be equal to 5% of your
total portfolio

Ratings Definitions
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Stock Ticker
Stock Information

(As at January 29, 2020)
Analyst Outlook

KWL
Kingston Wharves Ltd

P/E: 28.17X MARKETWEIGHT

KWL had already made significant investments to capture more
wallet share in international trade: KWL invested in a Global Auto
Logistics Centre, which houses both new and used vehicles for
domestic and international transporters. KWL also invested heavily
in the Total Logistics Facility, which comprises international
standard equipment to manage cargos' haulage. KWL also
developed technological resources to improve the clearance and
registering speed of cargos, allowing for comprehensive and
adequate cargos management.

P/B: 2.40X

Price: J$46.66

Div Yield: 0.6%

JBG
Jamaica Broilers Group

P/E: 16.97X OVERWEIGHT

JBG’s main strategy moving forward is to continue to grow and
diversify its food businesses abroad by gaining market share. The
company sees opportunities in the USA (Wincorp International in
Florida and International Poultry Breeders in Georgia and
Arkansas) and continues to see opportunities to expand
investments in the country. JBG continues to maintain a unique and
strong position in the Jamaican market (Best Dressed, Hi-Pro and
Reggae Jamin’) and Haiti (Le Chic Poulet). The company has a fair
presence in the Haitian market, and it is expanding within the
United States especially under “The Best Dressed Chicken” brand
which provides significant opportunities for growth as well
supporting its operations in the Caribbean.

P/B: 2.04X

Price: J$29.18

Div Yield: 0.62%

CCC
Caribbean Cement 

Company 

P/E: 20.36X OVERWEIGHT

Their ability to generate revenues during this period will be based
on CCCs ability to generate business outside of Jamaica (which
accounts for the majority of revenue). The increased synergy
between CCC and their ultimate parent company CEMEX S.A.B de
C.V (Cemex), giving them access to a wider market, will become
fruitful in the current downpour being experienced globally,
especially in the context of the domestic economic fallout of
COVID-19. This bodes well for the future growth prospects of CCC
over the short and medium-term. The recent restructuring of the
company to acquire additional assets from its parent company
through debt while also repurchasing redeemable preference
shares will be a drag on earnings with if revenue generation is
impacted.

P/B: 4.88X

Price: J$60.67

Div Yield: 0.0%

Equities

UNDERWEIGHT
Reduce exposure in your portfolio to less than

5% for this particular asset

SELL
Reduce exposure in your portfolio to zero

OVERWEIGHT/BUY
Exposure to this asset should be between 5% and

10% of your total portfolio

MARKETWEIGHT/HOLD
Exposure to the asset should be equal to 5% of your
total portfolio

Ratings Definitions
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Stock Ticker
Stock Information

(As at January 29, 2020)
Analyst Outlook

SEP
Seprod Limited

P/E: 12.49X OVERWEIGHT

Seprod has undergone significant structural changes within the last
5-years aimed at improving the underlying performance of the
company. Within this period, particular emphasis has been placed
on optimizing the distribution, warehousing and logistics
capabilities of the company. This gradual, multi-year, improvement
was accomplished through reinvestment within the organization
coupled with strategic acquisitions aimed at increasing the
distribution reach and quality of the company. Another major
change was the closure of the Group's loss-making sugar division;
a move that enhanced shareholder value. These changes have
positioned Seprod to deliver robust growth through an expansive
product mix and access to consumer markets both locally and
regionally.

P/B: 2.88X

Price: J$64.93

Div Yield: 0.77%

PROVENJMD
Proven Investments Limited

P/E: J$37.00
Overweight

Given the current economic environment, characterized by
low interest rates and increased uncertainty, PIL has shifted
from the carry trade business to more private equity and
real estate ventures, thereby allowing for diversification
benefits to be realized - particularly as it relates to the
"spreading" of risk. Given the business model of PIL wherein
capital is used to acquire strategic assets, this APO is
expected and should make the stock accessible to a wider
pool of investors. At present, only a small subset of listed
companies pursue private equity investments which makes
PIL an attractive security for investors who want the liquidity
the stock market provides as well as exposure to non-listed
companies that can provide value.

P/E: 14.60X

P/B: 1.32X

Div Yield: 3.35%

Equities

UNDERWEIGHT
Reduce exposure in your portfolio to less than

5% for this particular asset

SELL
Reduce exposure in your portfolio to zero

OVERWEIGHT/BUY
Exposure to this asset should be between 5% and

10% of your total portfolio

MARKETWEIGHT/HOLD
Exposure to the asset should be equal to 5% of your
total portfolio

Ratings Definitions
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Stock Ticker
Stock Information

(As at January 29, 2020)
Analyst Outlook

PROVENUS
Proven Investments Limited

P/E: 0.11X
Overweight

Given the current economic environment, characterized by
low interest rates and increased uncertainty, PIL has shifted
from the carry trade business to more private equity and
real estate ventures, thereby allowing for diversification
benefits to be realized - particularly as it relates to the
"spreading" of risk. Given the business model of PIL wherein
capital is used to acquire strategic assets, this APO is
expected and should make the stock accessible to a wider
pool of investors. At present, only a small subset of listed
companies pursue private equity investments which makes
PIL an attractive security for investors who want the liquidity
the stock market provides as well as exposure to non-listed
companies that can provide value.

P/B: 0.01X

Price: US$0.27

Div Yield: 3.26%

SCIJMD
Sygnus Credit Investments

P/E: 17.53X OVERWEIGHT

Sygnus provides funding to Mid-Size firms within the lending
market, which is considered to have a higher risk and generally
overlooked by providers of traditional financing forms. This
provides a largely untapped/under-tapped niche market within the
Caribbean lending space for Sygnus, a few direct competitors. The
flexibility in the financing terms offered by the Company is a clear
advantage to borrowers, and it allows SCI to manage its credit risk
to generate double-digit risk-adjusted returns on investments,
which, consequently, bolsters shareholder value.

P/B: 0.55X

Price: J$16.16

Div Yield: 0.02%

SCIUSD
Sygnus Credit Investments

P/E: 22.66X OVERWEIGHT

Sygnus provides funding to Mid-Size firms within the lending
market, which is considered to have a higher risk and generally
overlooked by providers of traditional financing forms. This
provides a largely untapped/under-tapped niche market within the
Caribbean lending space for Sygnus, a few direct competitors. The
flexibility in the financing terms offered by the Company is a clear
advantage to borrowers, and it allows SCI to manage its credit risk
to generate double-digit risk-adjusted returns on investments,
which, consequently, bolsters shareholder value.

P/B: 0.64X

Price: US$0.15

Div Yield: 0.0%

Equities

UNDERWEIGHT
Reduce exposure in your portfolio to less than

5% for this particular asset

SELL
Reduce exposure in your portfolio to zero

OVERWEIGHT/BUY
Exposure to this asset should be between 5% and

10% of your total portfolio

MARKETWEIGHT/HOLD
Exposure to the asset should be equal to 5% of your
total portfolio

Ratings Definitions


