
The ABCs of 
Investing in the
Stock Market

“Providing a Fair, Efficient and Transparent Stock Market”

Stock Market
A Presentation

of the
Jamaica Stock Exchange

July 2010



What is the
Stock Market?

• Size of worldwide stock market estimated at 
U$37 trillion in Dec 2009

• A World of Mystery...
– Too hard to understand!?
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– Too hard to understand!?

– Only for the “big man” or “brainy people”?

– High Science: Index, Winners/Losers, Dividend, etc.

• Why are the rich and knowledgeable interested?

• Maybe a small effort might yield big rewards...



Some Definitions

• Company: A form of business organisation
registered under the Companies Act

• Equity/Capital: Owners’ investment              
stake in a company
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stake in a company
• Stock/Share: Unit of ownership in a company
• Security: An instrument representing some 

financial value that can be negotiated
• Trade: to buy or sell a security (stocks, bonds, etc.)

• Market: A place where buyers and sellers meet



• Want to start a business? What are the choices:
– Use your own money
– Borrow from family, friends or the bank
– Get a backer or a partner

Business Choices?

– Get a backer or a partner

• Want to Invest in a Business?
– Save and wait until such time...
– Start a small one & hope to grow
– Find a partner to work with

• Is there another choice?...
“Providing a Fair, Efficient and Transparent Stock Market”



What Owning Shares Means

• Investors share in profits & losses
• Can only lose what they have paid in
• Profits may be paid out as Dividends (Interest)
• Able to vote at meetings, take part in decisions
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• Able to vote at meetings, take part in decisions
• Shares can be resold to others (at a gain or loss)
• 2 potential ways to make money

– Dividend (tax free)
– Gain in share price (tax free)



Why the Stock Market?

• Historically better returns that fixed income 
market (interest only) over time

• Allow wider range of investment choices
• Good for businesses• Good for businesses

– Better mgmt. of borrowing, lower cost of funds

• Good for the economy
– Makes capital market more efficient
– Financing for medium-sized companies
– Method of sharing wealth publicly
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More Reasons?...
Bill Gates & Microsoft
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The assembled net worth of America's wealthiest people rose to 
$1.57 trillion in 2010, according to the Forbes 400.
Rising prices of oil and art paved the way for 31 new members and 
eight returnees, while volatile stock and housing markets forced 33 
from the rankings.
With a net worth of $57 billion, Bill Gates remains the 
wealthiest man in Americadespite losing his crown to Warren 
Buffett for a few months in 2009. 



Warren Buffett
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Buffett is called the "Oracle of Omaha" or the "Sage of Omaha“ and is 
noted for his adherence to the value investing philosophy and for his 
personal frugality despite his immense wealth. Buffett is also a notable 
philanthropist, having pledged to give away 99 percent of his fortune to 
philanthropic causes, primarily via the Gates Foundation. 

Source: Wikipedia



Carlos Slim
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STOCK MARKET
THE BIG PICTURE

• Two Aspects to the Market:
– Primary: Links potential investors to businesses 

that need funds (i.e. raise capital)
– Secondary: Available to trade investment securities

• Anyone can enter
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• Anyone can enter
• To “list” a businessperson must:

– Register business as public company
– Offer company’ shares through the Exchange
– Be approved; obey laws, rules & regulations of 

Companies Office, FSC, JSE



So... How Does it Work?
A...B...C...

� � pply yourself to understanding
� � bsorb: Do some reading and research
� � dvice: Find a stockbroker  and get it (if you want it)
� � ppraise yourself : Determine risk tolerance, investment

limits, philosophy and horizon, etc.
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limits, philosophy and horizon, etc.
� � uy shares through a � roker

– Instruct Broker to place order on JSE system
– Once order is matched, trade takes place
– Pay for the order and get shares (guaranteed)
– Same process to sell, except you get paid!

� � heck market/broker periodically; � ollect dividends



Fancy Language
Decoded!

• JSE Indices track how the stocks are trading
– Main index = all stocks
– All Jam. Composite = Jamaican company stocks
– JSE Select = Stocks that sell the most often
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– JSE Select = Stocks that sell the most often

• If prices go up then Index goes up (advances) 
and visa-versa

• “Winners” are companies whose shares    
have increased in price

• “Losers”…?
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Economy Affects Market too…
JSE Index vs. T-Bill
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The Jamaica Stock Exchange 
Limited

• Public limited liability company
• Licensed by the Financial Services Commission 

(FSC) under the Securities Act
• Operates the Jamaican stock market
• Oldest and largest in the Caribbean
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• Oldest and largest in the Caribbean
• Sets rules and standards for the market
• Monitor & regulate the market
• Manage the Compensation Fund

– Contributions made by stockbrokers
– Insures members against possible stockbroker default



The Jamaica Central Securities 
Depositories

• 100% owned by the JSE
• Help shares transfer without paper 

certificates moving around
• Allow electronic trading (book entry system)
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• Allow electronic trading (book entry system)
• Efficient settlement of funds & securities
• Improved security

– Insurance, Vaulting with Bank of Jamaica, etc.

• Zero loss record since inception



JSE/JCSD Role

• Encourage people to use the Market
– Business people (company owners)
– Investors (savers, investment managers)

• Develop market confidence – fairness, transparency

“Providing a Fair, Efficient and Transparent Stock Market”

• Develop market confidence – fairness, transparency
– Set & enforce rules, policies & standards
– Buyers, sellers, brokers & listed companies

• Provide reliability & efficiency
• Regulated by and co-operate with the FSC
• NEW: Junior Stock Market launched April 2009



JSE Junior Market

• For Companies looking to raise $50 – 500M by IPO
• 5 Years – no corporate income tax
• Next 5 years – ½ the applicable tax rate
• Mentor to help meet requirements
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• Mentor to help meet requirements
• 25 shareholders with at least 20% of shares
• Must abide by the same rules as other listed 

companies
• All benefits as for listing on main market
• Access Investors gained over 87% in first 4 months



… And So, In Conclusion

• Stock Market is easy to understand if you try 
and is available to EVERYONE!

• Market has protection for investors, usually 
yields good results and is good for the economy
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yields good results and is good for the economy
• 2 ways to earn with shares... but there is risk
• If this might be for you: do research & find a 

brokeryou can work with
• Thank you for your time & attention


