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Jamaica’s Trade Deficit Widens by 1.8% in 2018

Jamaica’s trade deficit for the period January to December 2018 increased by 1.8% to US$4.25B relative to the US$4.17B recorded in 2017. The widening of Jamaica’s trade deficit was attributable
to an increase in imports which rose by 10.7% to US$6.13B, due largely to an increase in Mineral Fuels, Chemicals, Machinery and Transport Equipment, Chemicals and Manufactured Goods and
Foods. Meanwhile exports rose by 37.8% to US$1.88B, due primarily to the continued expansion in traditional domestic exports, as result of an increase in receipts from the bauxite industry.
Crude Oil and its by-products continue to be one of Jamaica’s largest import items and as such has been a primary driver in the widening of the country’s trade deficit during 2018. The average
West Texas Intermediate (WTI) crude oil price was US$64.94 in 2018 relative to the average of US$50.83 recorded in 2017.

Since the start of 2019 oil prices has increased by 24.42%, supported by sanctions imposed by the US on Venezuela and Iran, as well as the Organization of the Petroleum Exporting Countries
(OPEC) agreement for production cuts for six months starting January |, 2019. We believe that OPEC during its next policy meeting in April 2019 is not likely to change its reduction policy for the
remaining six months due to uncertainty surrounding global economic growth. Given this, we anticipate that oil prices will continue to rise at a moderate pace in the first half of 2019 and as such
may contribute to a further widening in Jamaica’s current account deficit.
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International Equity Markets ‘ International Currency Market
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model even if faced with continued tariffs, many trade experts
believe

Sources: Bloomberg, Reuters, Jamaica Stock Exchange, Bank of Jamaica, Jamaica Observer, Jamaica Gleaner, European Central Bank
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https://www.reuters.com/article/us-usa-trade-china-analysis/easier-for-china-to-face-tariffs-than-bend-to-u-s-pressure-idUSKCN1QL15G
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Wisynco has demonstrated sustained growth over the last five
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Current Price $11.68 EPS $0.70 E ROE 26.44% ROE 20.43% financial years in both their top and bottom-lines and possesses a
52 Week High  $12.00 BVPS $2.66 s:“ﬁ liquidity posi;ion ahnd boasts al :‘ov~/| :‘everalge positionf. Despitef
- challenges surrounding the potential health implications of some o
Wisynco Ltd 53 Week Low  $8.70 TI2M Div.  $0.06 P/E 16.62 P/E 20.24 _ . . . .
its products on Jamaicans and the environmental impact of its plastic
WoWw o, B N o,
(WISYNCO) ° % -1.27% Div. Yield % 0.51% based products and Styrofoam containers, Wisynco has still
YTD % 6.76% ﬂ P/B 4.40 P/B 3.96 managed to realise growth in net profit, revenues and a fall in
operating costs. VWe believe that in additon to its core businesses, key
strategic partnerships such as Worthy Park will continue to support
the growth of Wisynco's profitability.
N Over the past 50 years, Fontana has successfully extended its reach
Current Price $3.97 EPS $0.20 =] ROE 27.72% ROE 13.63% f(.om Mandeville to other major locations in Jamaica, whilst
52 Week High $4.20 BVPS $0.73 strengthening its brand image in the competitive local retail
Fontana Ltd 53 Week Low  $3.00 TI2M Div. $0.00 @ P/E 19.64 P/E 30.78 pharmacy market. The Company has maintained increasing sales
(FTNA) WoW % 1.53% Div. Yield % 0.00% over the last five (5) financial years with sales growth slowing
YTD % - P/B 5.44 P/B 4.03 sharply in FY 2018 due to roadworks in Barbican and the State of
5.00 Emergency in Montego Bay. However, we believe that Fontana
BUY s represents a unique oppurtunity growth play for investors that are
willing to hold the stock over a medium-term investment horizon.
3 .00
= We believe that GraceKennedy Limited is poised for continued
Current Price  $59.96 EPS $5.67 =1 ROE 11.66% ROE 14.74% _  ainable growth given its wide range of products and services
52 Week High $75.00 BVPS $48.65 across its four (4) business segments. Since the beginning of FY 2018,
GraceKennedy 53 Week Low  $43.51 TI2M Div. $1.80 @ P/E 10.57 P/E 13.64 GK has initated its multiyear transformational strategy and in an
Lted (GK) WoW % 1.06% Div. Yield % 3.00% attempt to achieve its goals, has made changes to its organizational
YTD % _5.57% P/B 1.23 P/B 2.03 and cost structure as well as its business processes. Despite our
Jo expectation for moderate growth, GK is currently trading slightly
P o0 above our fair value estimate of |$52.84 and as such we are
s0 | recommending that investors HOLD the stock at its current price.
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We have revised our position on XFUND. We believe that the
= N
" I ch h, f XFUND he | h
. Current Price $10.56 EPS ($0.09) -1 ROE -0.88% ROE 10.279% mMateral changes to the structure o over the last year has
Sagicor Real . materially affected its operational based and has rendered the
52 Week High $17.50 BVPS $92.81 < o indirect duic of Pl h h
Estate X Fund Ltd . ompany as mostly an indirect conduit o aya shares. e
53 Week Low  $9.51 TI2M Div.  $0.14 P/E -122.09 P/E -1.19 restructuring of its hotel and Sigma portfolio has placed them in a
(XFUND) WoW % 0.48% Div. Yield % 1.33% position where income is mostly dependent on their stake in 2
YTD % -24.95% P/B 1.08 P/B 0.92 Hotels and Playa shares (which have never paid dividends and has
o stated that they do not intend to do so in the foreseeable future).
SELL 13 We believe that, amidst these challenges, investors should sell their
a8 .00 holdings in XFUND and hold other investments on the market that
may offer a better value opportunity.
—
Current Price $5.28 EPS $0.30 —= ROE 16.02% ROE 15.70%
R We remain cautiously optimistic that KREMI is likely to position itself
Caribbean Cream 52 Week High  $825 BVPS $1.89 to gain further growth, notwithstanding any risks such as
53 Week Low $4.50 TI2M Div. $0.05 @ P/E 17.44 P/E 17.62 environmental shocks (inclement weather), surge in cost for imported
Ltd (KREMI) WoW % 1.73% Div. Yield % 0.91% raw materials due to the depreciation of the Jamaica dollar. As such,
YTD % -9.28% P/B 2.79 P/B 3.02 we are placing a HOLD recommendation on the stock at its current
- trading price on the basis of its earnings outlook and Company’s
. strategic direction.
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Current Price $3.34 EPS $0.16 | e | ROE 18.22% ROE 13.63% Jetcon’s historical performance has been largely supported by
52 Week High $4.90 BVPS $0.86 positive economic conditions, such as low interest rates. While we do
expect local interest rates to remain relativel low over the
Jetcon Corp Ltd 53 Week Low  $2.30 TI2M Div.  $0.11 @ P/E 21.20 P/E 30.78 P 4
foreseeable future, the wused car industry has become more
(JETCON) WoWw % 11.33% Div. Yield % 3.14% o i . .
saturated which influenced results that missed expectations in FY
YTD % 2.87% ﬂ P/B 3.86 P/B 4.03 2018 . This saturation, presents growth challenges as evidenced by a
marginal reduction in sales and new regulations which raised direct
€ o expenses. We believe that Jetcon’s profitability could improve if
100 they seek to grow through acquisitions and if granted economic
{ zone privileges to facilitate reexporting vehicles. We will monitor the
3 eecbal e e lloandoabaLlld o.00 conditions of JETCON and review our position when appropriate.
e . .
e We believe that LASCO Manufacturing has a strong brand presence
in all major business segments. LASM dominates the dry blend
Current Price  $3.25 EPS $0.22 ROE 16.36% ROE 15.70% ! i 4
~ beverage category through its diverse portfolio which includes
Lasco 52 Week High  $4.50 BVPS $1.34 LASCO Food Drink. LaSoy Lactose Free, Porridge Mix. Whole Millc
Manufacturing Ltd 53 Week Low  $2.90 TI2M Div. $0.04 @ P/E 14.87 P/E |7.62 and Readi Milk. In addition to its wide array of offerings the Company
( SM) WoW % _0.61% Div. Yield % 1.17% is positioned to the lower end of the price spectrum, which makes
them more attractive to consumers relative to their competitors such
YTD % -12.16% ﬂ P/B 2.43 P/B 3.02 as Nestle, Seprod and GraceKennedy. LASM employs a strategic
s 4.00 partnership with its sister company, Lasco Distributors (LASD), which
500 operates as the exclusive distributor for all products and brands in
200 both markets locally and abroad. This relationship has proven to be
J h I_o0 successful over the years and we believe this will continue.
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Disclaimer: All information contained herein is obtained by JN Fund Managers Limited’s (JNFM’s) Global Investment Research Unit from sources believed to be accurate and reliable. All opinions expressed are based on the Research Analyst’s judgment as of the date of the report. As such, no
warranty is made, expressed or implied by JNFM in any form whatsoever as to the accuracy, timeliness or completeness of information contained in this report. JNFM is therefore not liable for any actions taken in reliance on information contained herein.

JNFM’s Global Investment Research Unit does not provide investment advice that considers the circumstances and objectives of the parties who receive this report. It is therefore recommended that before making any investment decision, investors seek the advice of a JN Fund Managers Investment
Advisor.

This report does not represent an offer to buy or sell, or solicitation of an offer to buy or sell the securities mentioned. Past performance is not necessarily an indication of future performance. Estimates of future performance are based on assumptions that may not be realized. Additional infor-
mation not available in this research report may be available upon request.

JN Fund Managers is a multifaceted organization with, investment banking, investment management, fund administration and brokerage business lines. ]JNFM may therefore conduct investment banking or other business activities with some of the companies and countries covered by the Company’s
Global Investment Research Unit.

JN Fund Managers may invest in and trade the securities covered in this report for its own proprietary account and/or on behalf of its clients. ]NFM’s trading activity in these securities may be contrary to the recommendation (s) indicated in this report
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Yield
JN Mutual Funds NAYV Price Gtzvh:t(;nltagie YTDRiEZWth (Estimated Yearly

Income)

Global Diversified Income J$13.1271 12.51% 1.96% 2.55%
Global Equity ]$13.4322 17.80% 3.79% 0.00%
Global Fixed Income 1$11.4777 5.68% 1.39% 5.08%
Global Money Market (US$) US$10.0832 0.57% 0.14% 1.33%
Global Fixed Income (US$) US$10.0723 - 1.15% 4.16%
Local Money Market ]$10.4098 3.01% 0.69% 2.25%

Global MF‘:;ZV Market | Local M;’:sz Market | Global Fixed Income Funds GIT::;ELVELized Global Equity Fund

Objective | To preserve capital whilst To preserve capital whilst To achieve an attractive total To provide long-term To provide long-term capital
providing US dollar (US$) providing Jamaican Dollar return through capital injection and JTNYES STy 8-geA 5 Re Tieli={s} growth and risk

money market returns (J$) money market returns income growth. This is offered exposure to a diversified diversification.

through two separate Funds: range of asset classes.

(i) A Jamaican dollar (J$) and
(ii) A US dollar (US$) fund.

Strategy Toinvest in local and global BEEENIWESA N GIEIELGERILEIN  To invest in regional, sovereign To invest in fixed income, To invest in the shares of
money market instruments [T IS =Ty AT ST T 14 debt securities, local and high dividend yielding stocks, EITCIIETt R Ty ELleTEl
for safety, liquidity and for safety and liquidity and international corporate bonds. NG GTTEL el leed  companies which offer
yield. yield strong growth possibilities

and consistent income

With a suite of six investment portfolios, each with a distinct financial profile, JN Mutual Funds offers a premium opportunity for investors to align their personal financial

strategy with their goals, time horizons and risk profile.
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