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Jamaica Stock Exchange Market Capitalization to GDP 
The ratio of Market Capitalization (Market Cap) to Gross Domestic Product 

(GDP), known as the Buffet Indicator, is a measure of the total value of all 

publicly traded equities in a country divided by the country’s nominal GDP.  

This ratio was popularized in 2001 when Warren Buffet, in an interview with 

Fortune Magazine, described it as the single best measure to assess the over-

all stock market.  As a rule, the Buffet indicator states that a stock market is 

likely undervalued if its market cap-to-GDP falls below 94% and overvalued if 

it rises above 114%. 

According to this theory, an investment in a stock market with a low market 

cap to GDP could produce above-average returns while a market with a high 

ratio could produce lower than average returns.  While not perfect, the Buf-

fet Indicator may be an efficient way of looking at all stocks on an aggregate 

basis and relates closely to a price to sales ratio, which is a very high-level 

valuation. 

To illustrate the use of this metric in a local context, we plot the total Mar-

ket Cap of the companies listed on Jamaica Stock Exchange (JSE) and Jamai-

ca’s nominal GDP from December 2010 to June 2020.  We observed that the 

total market cap of the listed companies on the JSE on December 31, 2019, 

was J$2.04 trillion while the country’s nominal GDP stood at J$2.11 trillion. 

This result in a ratio of 96% at the end of 2019, suggesting that the overall 

stock market may have been overvalued.  

Over the last 10 years, the average Market Cap to GDP was approximately 

43%. In 2010, the aggregate Market Cap of companies listed on the JSE was 

J$256 billion compared to J$1.15 trillion in GDP or a market cap to GDP of 

only 21%.  Over the period, Jamaica’s GDP grew at a Compound Annual 

Growth Rate (CAGR) of 7% while the Market Capitalization of the JSE grew 
by 27%.  The rapid growth in the value of companies listed on the JSE led to 

the local stock market highlighted as the top-performing stock market in the 

world by Bloomberg1 on two occasions and fifth in 2019.  Apart from the 

performance of the companies listed on the exchange, the ratio also benefit-

ed from the relatively large amount of new listing (IPOs) on the local stock 

market. Over the period under review, more than 40 new companies were 

listed on the JSE.   

However, up to June 30, 2020, the combined index of the JSE lost over 24.6% of its value on a year to date basis. The result is that the market cap of 

the JSE listed companies fell to J$1.59 trillion while Jamaica’s nominal GDP report at the end of June was J$2.03 trillion, producing a ratio of 78%.  At 

78%, the Buffet Indicator suggests that the market may have been modestly undervalued.  

Shortcomings of the Indicator 

While the market cap to GDP ratio may be useful as a high-level tool to assess the relative valuation of the overall market, we must point out that it 

comes with some major flaws.  

For example: 

I. It does not consider the profitability of businesses but only their top-line revenue figure which can be misleading.  

II. The ratio is also impacted by trends in the market. For example, periods, where many companies are added or de-listed, may result in significant 

changes to the ratio. All else being equal, if there was a large increase in the percentage of companies that are public vs private, the Market Cap 

to GDP ratio would increase, as in the case of Jamaica, even though nothing may have changed from a valuation perspective. 

III. The number of publicly listed companies in a country versus the number of private companies and their contribution to GDP must also be taken 

into consideration. For example, in Jamaica, there is a limited number of companies in tourism, mining and utilities listed on the exchange and 

companies in these sectors are large contributors to Jamaica’s GDP.   

 ——————————— 

1http://www.jamaicaobserver.com/business-observer/jse-misses-top-spot-for-best-performing-stock-exchange-in-2019_185767?profile=1606 

 



Local Equity Market  International Currency Market 

Currency 23-Oct 16-Oct YTD% ∆ YoY% ∆ DoD % ∆ WoW % ∆ 

EUR: USD 1.186 1.172 5.79% 6.58% 0.37% 1.23% 

GBP: USD 1.305 1.292 -1.58% 1.05% -0.27% 1.03% 

USD: CAD 1.313 1.319 1.10% 0.47% -0.02% -0.42% 

USD: JPY 104.700 105.400 -3.60% -3.67% -0.15% -0.66% 

            

Local Foreign Currency Market 

Currency 23-Oct 22-Oct WoW % ∆ YTD% ∆ 16-Oct DoD % ∆ 

USD:JMD 146.74 146.65 0.07% 10.69% 146.65 0.06% 

GBP:JMD 193.12 191.43 0.71% 12.5% 191.75 0.88% 

CAD:JMD 112.62 113.13 1.63% 12.4% 110.81 -0.45% 

Global Interest Rates 

Rates 23-Oct 
WoW ∆ 

bps 

YTD ∆ 

bps 

YoY ∆ 

bps 
16-Oct 

DoD ∆ 

bps 

10 Year US 

Treasury Bond 
0.84% 9.23 -107.96 -92.63 0.75% -1.83 

10 Year UK Gilt 0.28% 9.80 -54.20 -40.50 0.18% -0.40 

GOJ 2025 Global 

Bond 
4.17% 1.40 32.00 17.10 4.16% 0.00 

5 Year US Treas-

ury Bond 
0.37% 4.68 -132.25 -122.23 0.32% -0.62 

5 Year UK Gilt -0.03% 4.50 -63.20 -51.30 -0.08% -0.60 

BEST AND WORST PERFORMERS 

ADVANCERS DECLINERS 

PAL 27.81%   PROVEN -23.85%   

PURITY 18.18%   KLE -22.54%   

SSLVC 18.00%   ECL -17.32%   

        

Week in Review:  Oct 19 - Oct 23, 2020 

Upcoming Week:  Oct 26 -  Oct 30, 2020 

We believe that while the data has limitations that must be noted, the Market Cap to GDP Ratio or Buffett Indicator provides a great insight 

as to the level of valuations locally. However, this ratio can be combined with other technical factors such as the Price to Earnings (P/E) ratio 

of the market to test whether valuations are high. 

Additionally, given the increased volatility expected in the equities market over the short to medium term as the COVID-19 pandemic 

evolves investors may find it increasingly difficult to select individual stocks likely to outperform over the next four to eight quarters.  Conse-

quently, we strongly recommend that investors use a diversified approach to invest at this time, as diversification reduces risk from a portfolio 

perspective. In Jamaica, a quick and easy way for investors to achieve diversification is through Mutual Funds or collectively investment 

schemes that pool investors funds and invest in a broad basket of equities.      

Global Equity Indices 

Index 31-Dec 16-Oct 23-Oct 
WoW % 

∆ 

YTD% 

∆ 
YoY% ∆ 

S&P 500 
      
3,230.65  

      
3,483.81  

      
3,464.62  -0.55% 7.24% 15.31% 

Euro Stoxx 50 
      
3,745.15  

      
3,245.47  

      
3,198.86  -1.44% -14.59% -11.31% 

MXWD  Index  
         
565.24  

         
583.11  

         
581.90  -0.21% 2.95% 10.12% 

JSE Main Market   

Index 

  
509,916.44  

  
377,798.93  

  
376,431.65  -0.36% -26.18% -24.49% 

JSE Junior Market 

Index 

      
3,348.97  

      
2,511.50  

      
2,467.78  -1.74% -26.31% -26.38% 

JSE Combined Index 
  
505,253.98  

  
374,625.71  

  
372,900.79  -0.46% -26.20% -24.64% 

JSE Main Market activity (excluding preference shares) resulted from trading in 45 

stocks of which 22 advanced, 19 declined and 4 traded firm. Market volume 

(excluding preference shares) amounted to 115,846,278 units valued at over 

$478,442,614. JSE Junior Market activity (excluding preference shares) resulted 

from trading in 40 stocks of which 15 advanced, 21 declined and 4 traded firm. 

Market volume (excluding preference shares) amounted to 16,510,129 units 

valued at over $32,981,083. 

*Using Midday Rates 
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Managed by  

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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