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PREFACE

This Annual Report reviews the operations of the Bank of
Jamaica which include monetary policy, financial system
stability, payment system oversight, currency and financial
market operations.

In keeping with the Bank’s continued engagement with
stakeholders, the Annual Report also provides a summary of the
Bank’s strategic plan, governance, communications, outreach
and financial inclusion related activities.

Information in this new design is presented in an easy—to—flow
format with stylized highlights and pictures. In addition, the icon

on the right has been embedded in some sections of the Annual D
Report. This new feature is a guide to links to related topics,
publications, statistics and videos on the Bank’s website and
social media channels.

As is customary, the Report includes the Bank's audited
financial statements as at the end of the calendar year.
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2019 at

POLICY RATE INFLATION

0.50% 6.2%
The policy rate was gradually reduced During 2019, annual headline inflation fell
from 1.75% to 0.50% at end-2019. below the Bank’s inflation target of 4.0 per

cent to 6.0 per cent on six occasions, within
the target on five occasions, but closed the
year slightly above the target.

GROSS RESERVES UNEMPLOYMENIT RATE
US$3.6 billion 7.2%
The country maintained a strong reserve As at October 2019.

position, equivalent to 110.7% of the
ARA metric, at end-2019.




a Glance

NO. OF DEPOSIT-TAKING DEPOSIT DOLLARISATION
INSTITUTIONS (DTls) RATIO
11 38.1%
The total number of licensed DTls operating in Jamaica With improved confidence in the Jamaica
remained unchanged, comprising 8 commercial banks, Dollar, a smaller portion of deposits held
1 merchant bank and 2 building societies at end-2019. at DTls is being held in foreign currency.
NO. OF EMPLOYEES CURRENCY'IN
CIRCULATION
At end-2019, the Bank’s staff comprised At end-2019, this represented an increase in the
of 454 permanent staff and 169 staff on value of notes and coins in circulation by 11.5%

fixed-term contracts. when compared to end-2018.
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OVERVIEW BY

THE GOVERNOR

Strategic Plan
In 2019, Bank of Jamaica continued to implement and refine the key

performance indicators and strategic initiatives in our 2018-2020 ‘Mission
Excellence’ strategic plan. Utilizing a balanced scorecard system to
facilitate enhanced corporate and individual accountability for performance
management. Against this background, a clearly defined road map was
designed aimed at facilitating initiatives under the four strategic themes: (i)
Operational Excellence (i) Great Place to Work (iii) Governance

Excellence (iv) Financial System Excellence.

Notable achievements under the strategic plan during 2019 included support provided to the Joint Select Committee of
Parliament tasked with reviewing the proposed amendments to the Bank of Jamaica Act and related legislation. These
amendments will modernise the operations of the Bank, strengthen its accountability, autonomy and balance sheet.
Significant strides were also made in the development of the Principles for Financial Market Infrastructure, which involves
standards for payment systems, central securities and security settlement systems. Bank of Jamaica also commenced a
pilot for risk-based supervision of the financial system on a solo basis and advanced work on a consolidated risk-based
supervisory framework. There were also initiatives implemented to improve the physical infrastructure of the Bank through
enhanced safety and security measures while simultaneously improving faciliies to accommodate persons with

disabilities.

In the latter half of 2019, Bank of Jamaica embarked on a critical programme of work for the development and
implementation of clearly defined service level standards which will aid in the measurement of the institution’s service
delivery. These service level standards will reinforce the Bank’s transparency and accountability by providing both internal
and external stakeholders with distinct metrics to which the Bank will be held to account, thereby enabling more results-

based management.

Monetary Policy and Economic Developments
Bank of Jamaica’s primary monetary policy objective is to achieve and maintain inflation within the target of 4.0 per cent

to 6.0 per cent per annum. This continuous medium-term inflation target was determined by the Minister of Finance and
the Public Service in September 2017 and is consistent with the objective of the government to encourage or facilitate
increased credit expansion, higher GDP growth and economic development in the context of the Government’s continued

strong commitment to fiscal consolidation. The main monetary policy tool utilized by the Bank to achieve the inflation
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target is the policy interest rate, that is, the interest rate offered to deposit-taking institutions on their overnight balances

at Bank of Jamaica.

During 2019, Bank of Jamaica maintained an accommodative monetary policy stance aimed at fostering an environment
of faster credit expansion in support of higher levels of economic activity and job creation to support inflation remaining
within the Bank’s target. Specifically, the Bank reduced its policy interest rate on four occasions by a total of 125 basis
points to the historic low of 0.50 per cent per annum. The Bank also lowered the cash reserve requirement on two
occasions by a cumulative 5 percentage points to 7.0 per cent, which increased liquidity in the financial system by $28.1
billion. In addition, the Bank narrowed the width of the interest rate corridor in order to strengthen the signalling effect of

the Bank’s monetary policy actions.

Annual headline inflation fell below the Bank’s inflation target on six occasions during 2019, inflation was within target on
five occasions but closed the year slightly above the target. The periods of lower-than-targeted inflation was mainly related
to the impact of reductions in agricultural food prices as well as lower than anticipated international oil prices which
resulted in a decline in domestic energy-related costs. The higher than anticipated inflation outturn at December 2019
primarily reflected the impact of higher costs for vegetable and starchy foods arising from adverse weather conditions as
well as higher energy-related goods and services due to increased international oil prices. Underlying inflation generally
remained relatively low below 3.0 per cent, indicative of continued weak domestic demand conditions while inflation
expectations were largely anchored around the midpoint of the inflation target throughout the year. Over the next two
years, the outlook is for inflation to largely remain within the inflation target. Accordingly, the Bank’s policy posture will be

geared towards maintaining inflation within target while fostering an environment for faster GDP growth.

The Jamaican economy is estimated to have recorded real GDP growth of 0.9 per cent in 2019, albeit at a slower pace
than the growth of 1.9 per cent observed in 2018. The slowdown in growth was predominantly related to declines in mining
and construction, given the temporary closure of the Alpart alumina plant and the completion of various road rehabilitation
projects. However, manufacturing and tourism is estimated to have recorded significant expansions during the year, in
the context of a rise in food production and petroleum refining as well as the staging of various sports and cultural events
coupled with the addition of new and cheaper airlift to Jamaica. Jamaica’s unemployment rate declined to a record low of
7.2 per cent at October 2019 from 8.7 per cent a year earlier. Bank of Jamaica anticipates that real GDP growth will
stabilize in the range of 1.5 per cent to 2.5 per cent over the medium-term while further improvements in the labour market

are anticipated over the next two years.

Economic Reform Programme
In November 2019, Jamaica successfully completed its final review under the 36-month precautionary Stand-By

Arrangement with the International Monetary Fund (IMF). The IMF noted that Jamaica’s reforms under the programme
had institutionalized fiscal discipline and led to a substantial reduction in the public debt, which is on track to meet the

legislated target of 60 per cent of GDP by March 2026. The Jamaican authorities remain committed to sustained policy
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discipline, going forward. The Economic Programme Oversight Committee (EPOC), established by the Government in
collaboration with the private sector, will continue to monitor Jamaica’s self-determined macroeconomic targets and

commitments, aimed at supporting public accountability until the fiscal council becomes fully operational.

Bank of Jamaica maintained a strong net international reserve position during 2019, with reserves increasing by US$157.1
million to close at US$3 162.5 million. Gross reserves amounted to US$3 631.1 million at end-2019, representing more
than 110 per cent of the IMF’s Assessing Reserve Adequacy (ARA) metric. Bank of Jamaica achieved all the required

targets for the non-borrowed reserves for the review year.

In light of Jamaica’s strong performance under its economic reform programme, the three main ratings agencies issued
ratings upgrades for Jamaica during 2019. The rationale for the upgrades included the maintenance of strong fiscal
discipline which has resulted in sustained high primary surpluses, a significant reduction in public debt levels and the
entrenchment of institutional improvements in monetary and fiscal policy frameworks. Acknowledgement was also given
to the move towards an independent central bank with an explicit inflation targeting policy framework as well as the

impending establishment of an independent fiscal council.

Financial System Stability Oversight

In the context of continued positive macroeconomic conditions, risks to financial stability continued to be subdued during
2019. Deposit-taking institutions (DTIs) remained sound, well capitalized, liquid and profitable while recording
improvements in asset quality during the year. The financial system continued to demonstrate resilience to
macroprudential stress-tests during the year. Notably, the value of the Bank’s macro-financial and micro-prudential indices
remained well below the respective crisis thresholds, demonstrating the relative health of the banking system. Additionally,
sensitivity analysis continued to show that the capital adequacy ratios of the DTIs would continue to remain above the 10

per cent minimum benchmark in response to hypothetical market, credit and liquidity stresses.

Payment, Clearing and Settlement System Oversight

In 2019, Bank of Jamaica’s oversight of the National Payment System remained focused on mitigating systemic risk and
improving the safety and efficacy of the payment, clearing and settlement framework for domestic payments. The Bank
also intensified efforts aimed at encouraging greater use of electronic means of payments and implemented further
upgrades to its JamClear®-RTGS and JamClear®-CSD systems. The upgrades to the JamClear systems paved the way
for the upcoming implementation of a new foreign exchange trading platform, which will result in greater transparency of
foreign currency transaction volumes and rates between intermediaries as they occur and facilitate straight-through

settlement of these trades on dealers’ accounts.

Financial Inclusion and Deepening
Bank of Jamaica continued to coordinate the implementation of the National Financial Inclusion Strategy through the
Technical Secretariat. Notable progress was made on all action items particularly as they related to promoting the use of

electronic retail payment services and improving access to financing to micro, small and medium-sized enterprises. The
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Bank was also tasked with leading the development and implementation of a financial deepening agenda which seeks to
maximize the opportunities created by the high Jamaica dollar liquidity environment in a context of the Government’s
continued fiscal consolidation programme. Key initiatives under this programme include the establishment of a reverse
factoring electronic platform for receivables, standardizing asset quality by incentivizing the use of independent credit

ratings as well as the establishment of a trading platform for fixed income securities.

Communication
Under our communication strategy which was launched in 2018, the Bank continued to takes steps to raise internal and

external stakeholders’ awareness and understanding of the BOJ’s operations, as it seeks to achieve the primary mandate
of price stability. In light of this objective, Bank of Jamaica further expanded its channels of communication through
additional social media platforms, the introduction of a podcast series and the production of its inaugural television
programme ‘Centrally Speaking.” These communication initiatives are aimed at encouraging greater confidence in the

Bank’s policy initiatives and objectives, particularly as it transitions to a full-fledged inflation targeting policy framework.

In closing, | wish to thank the members of the Board, management and staff of Bank of Jamaica for their diligence and

continued commitment to excellence as the Bank seeks to become the world’s leading central bank.

Richard Byles
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Bank of Jamaica (BOJ), established by the Bank of

Jamaica Act (1960), is for the

implementation of sound and consistent monetary

responsible

policies, while ensuring financial system stability
through robust supervisory and regulatory policies.

The achievement of these two main objectives is
critical to the attainment of sustainable growth in the
Jamaican economy, as captured in our mission

statement.

1. Monetary Policy

Bank of Jamaica conducts monetary policy with the aim
of achieving a target for inflation of 4.0 per cent to 6.0
per cent. In formulating monetary policy to achieve this
target, the Bank takes into consideration all prevailing
and prospective developments in the macroeconomy,
fiscal operations and external sector as well as relevant
market information. A decision to change the stance of
monetary policy is reflected in changes in the rates
offered on overnight balances held by deposit-taking
institutions (DTIs) at Bank of Jamaica.

2. Financial System Stability

BOJ has supervisory and regulatory oversight of
commercial banks and other licensed deposit-taking
institutions. As such, the Bank routinely monitors these
institutions’ compliance with all the relevant legislation
and regulations to ensure the highest level of prudence
and integrity in their management. The Bank’s overall
responsibility for financial stability is supported by micro-
and macro-prudential assessments, which are
underpinned by the results from early warning systems

and risk models.

The Bank undertakes the expanded role of supervisory
and financial system stability oversight in collaboration
with the Financial Services Commission (FSC) and the
Jamaica Deposit Insurance Corporation (JDIC) in the
context of two statutory committees - the Financial
System Stability Committee (FSSC) and the Financial
Regulatory Committee (FRC).

Our Mission Statement

~2

To formulate and implement monetary and
regulatory policies to promote price and
financial system stability by being a trusted
organisation with motivated and professional
employees working for the benefit of the

[

people of Jamaica.

Other Responsibilities

In addition to the two primary roles of Monetary Policy
and Financial System Stability, the Bank is also
responsible for:

e oversight of Jamaica’'s payment, clearing and
settlement systems and the foreign exchange
market;

e theissue and redemption of currency;

e the provision of banking services to the
Government and commercial banks as well as
fiscal agency services to the Government; and

e the management of the external reserves of

Jamaica.

Developments in 2019

In October 2018, the Government tabled in Parliament a
Bill for the amendment of the Bank of Jamaica Act and
related legislation. These proposed amendments
include revisions to the Bank’'s mandate to identify the
maintenance of price stability and financial system
stability as the Bank’s principal objectives with price

stability as the primary objective.

The Bill also includes proposals to upgrade the Bank’s

governance  arrangements and enhance its

accountability and transparency.

At end-2019, the Bill was being reviewed by a Joint

Select Committee of Parliament.

oj.orE,

Brief History of the BOJ Father of the Bank



http://boj.org.jm/bank/bank_history.php
http://boj.org.jm/bank/bank_father.php
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GOVERNANCE

The Bank of Jamaica Act stipulates that the
Governor is the Chief Executive Officer of
the Bank as well as Chairman of the Board
of Directors. The other Directors of the
Board are: the Senior Deputy Governor, the

Financial Secretary and six independent

Board of Directors
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directors appointed by the Minister of
Finance and the Public Service for
renewable terms each not exceeding three
years. Of note, the Governor, the Senior
Deputy Governor and the Financial
Secretary are ex-officio members of the
Board.

® Membership

At 31 December 2019, the ex-officio members of
the Board of Directors were Governor Richard
Byles (Chairman), who assumed the position
effective 19 August 2019 succeeding Governor
Brian Wynter who demitted office on 18 August
2019, Senior Deputy Governor John Robinson
and Financial Secretary Darlene Morrison. The
appointed members of the Board were Dr
Christine Clarke, Mrs Andrea Coy, Mr Gary
Hendrickson and Dr Wayne Henry who were all
reappointed for a three-year period with effect
from 08 April 2019. There were two vacancies
on the Board at end-2019.

® Board of Director's Meetings
The Board held ten meetings in 2019. The legal
stipulation is for the Board to meet at least ten

times annually (see Table 1).

® Committee Meetings of the Board

There are three standing committees of the
Board: Audit and Risk Committee, Budget
Committee and Human Resource Development
(HRD) Committee. These committees have

terms of reference outlining their responsibilities.

The Audit and Risk Committee is chaired by Dr
Christine Clarke. In 2019, this committee held
four meetings. The Budget Committee is chaired
by Mr Gary Hendrickson. This committee met
twice in 2019, satisfying the minimum
requirement. Mrs Andrea Coy chairs the HRD
Committee, which meets as is necessary. Three

meetings were held during 2019 (see Table 1).

Governance
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Table 1: Board of Directors’ Meetings for 2019

Board/Committee

Board of Directors

Audit and Risk Committee

Budget Committee

Human Resource Development
Committee

Chair

Governor Brian
Wynter (01
January to 18
August 2019).

Governor Richard
Byles (19 August
to 31 December
2019)

Christine Clarke

Gary Hendrickson

Andrea Coy

Annual Report 2019

Mandate

Has general responsibility for the
affairs of the Bank. All matters of
importance outside of the daily
management of the Bank are
submitted to the Board.*

Assists the Board in executing its
mandate to provide independent
effective oversight of the financial
reporting process and internal
controls, internal audit, external audit

and enterprise risk management.

Responsible for monitoring and
reviewing the capital and recurrent
budgets of the Bank. In addition, the
Committee may meet, at the request
of the Board, to review the outturn
against budget.

Has the responsibility for reviewing,
monitoring and making
recommendations to the Board on
human resources strategy and

policies.

No. of meetings

10

1 Additionally, the Board on the recommendation of the Governor appoints the auditors, attorneys, currency agents and other agents of the Bank as

well as Bank officials.

Governance
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Statutory Committees
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The promulgation of the Banking Services Act
(BSA) and amendments to the Bank of Jamaica
Act in 2015 laid the foundation for improvement in
Bank of Jamaica’s governance framework. These
amendments enabled the Bank to more effectively
and efficiently deliver on its expanded mandate. In
this regard, statutory committees were established
pursuant to the provisions of the BSA and the
Bank of Jamaica Act to support the Bank in the
administration of its supervision and financial
system stability functions. These committees are:
Supervisory Committee (SC), Financial System
(FSSC) and
Regulatory Committee (FRC). Meetings of the

Stability Committee Financial
statutory committees are chaired by the Governor
(See Table 2).

® Supervisory Committee

The Supervisory Committee is responsible for
functions set out in the BSA, which include making
determinations on the granting, refusal and
revocation of licences, among other matters.
There are five members on the SC: three ex-officio
and two appointed by the Governor General on
the advice of the Minister of Finance and the
Public Service, after consultation with the
Supervisor of banks, financial holding companies
and other specified financial institutions (“the
Supervisor”). The Governor is the Supervisor as
provided by the Bank of Jamaica Act. Ex-officio
members are the Supervisor, the Deputy
Supervisor as well as the senior executive of the
Bank who has responsibility for the Bank’s
financial stability oversight. At 31 December 2019,

the members of the SC were Governor Richard

Byles as the Supervisor, Deputy Supervisor
Maurene Simms, Senior Deputy Governor John
Robinson, Ms Shirley-Ann Eaton and Professor
David Tennant.
during 2019.

The SC had seven meetings

Statutory committees were
established pursuant to the
provisions of the BSA and the
Bank of Jamaica Act to support
the Bank in the administration
of its supervision and financial

system stability functions.””

® Financial System Stability Committee

The Financial System Stability Committee

provides support to the Bank in respect of the
identification, mitigation and control of systemic
threats to the financial system. The FSSC is
largely tasked with reviewing assessments in
relation to financial system stability and making
recommendations to the Bank on the discharge of
its financial system stability mandate. In addition,
the FSSC contributes to the development of
prescriptive rules, standards and codes for
financial institutions which specifically address
gaps and imbalances that could threaten the

stability of the financial system.

There are eight members of the FSSC: six ex-
officio and two appointed by the Minister of
Finance and the Public Service on the
recommendation of the Governor. The ex-officio

members of the Committee are the Governor, the

Governance
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senior officer of the Bank with assigned
responsibility for the Bank’s financial system
stability mandate, the Financial Secretary, the
Deputy Supervisor, the Executive Director of the
Financial Services Commission and the Chief
Executive Officer of the Jamaica Deposit
Insurance Corporation. At 31 December 2019, the
members were Governor Richard Byles, Senior
Deputy Governor John Robinson, Deputy
Supervisor Maurene Simms, Financial Secretary
Darlene  Morrison, Mr Everton McFarlane
(Executive Director of the FSC), Miss Antoinette
McKain (Chief Executive Officer of JDIC). The
three-year term of the appointed persons, Mr
Richard Powell and Mr Karl Wright expired on 29
November 2019. The Bank is appreciative to

both for their service to the Committee over the

Annual Report 2019

® Financial Regulatory Committee

The Financial Regulatory Committee was
established pursuant to the 2014 amendment of
the Bank of Jamaica Act but is not a committee of
the Bank. This committee was established to
facilitate information sharing, coordination and
cooperation among regulatory authorities. In this
regard, the committee focusses on those policies
and procedures appropriate to the strengthening
and regulation of the financial system. The FRC is
comprised of four ex-officio members. At 31
December 2019, the members were: the
Governor, the Financial Secretary, the Executive
Director of the FSC and the CEO of the JDIC. The
FRC is statutorily required to meet at least seven

times each year. During 2019, seven meetings

years. Four meetings of the FSSC were held were held.

during 2019.

Table 2: Statutory Committees Meetings for 2019

Committee Mandate No. of

meetings

Supervisory Committee To provide prudential regulation and supervision of deposit- 7
taking institutions and their financial groups.

Financial System Stability To identify, mitigate and control systemic threats to the 4

Committee financial system.

Financial Regulatory Committee To facilitate information sharing, coordination and cooperation 7

among regulatory authorities.

Governance
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Executive Compensation

The Bank’s Executive Management comprises the
Governor, Senior Deputy Governor and five
Deputy Governors. These officers were appointed
under fixed-term contracts by the Minister of
Finance and the Public Service, as provided for

under the Bank of Jamaica Act.

The salary and allowances of Executive
Management for the year ended 31 December

2019 are described below:

a. Salary Range of Executive Management
$10 026 260.11 to $24 000 000.00

b. Allowances - Deputy Governors
$1 349 813.00 to $1 487 586.00

Members of the Executive Management team are
eligible for benefits available to other members of
staff, inclusive of health insurance, life insurance
and staff loans. At end-2019, two of the Deputy

Governors were members of the non-contributory

Annual Report 2019

pension scheme sponsored by the Bank. The
Governor, Senior Deputy Governor and three
Deputy Governors are paid a gratuity in lieu of

pension benefits.

The Governor is entitled to be provided with an
official residence maintained by the Bank or an
allowance and reimbursements in lieu thereof. He
is also eligible for reimbursement of prescribed

overseas medical insurance premium.

The Governor and the Deputy Governors are
provided with motor vehicles or compensation in

lieu of a motor vehicle.

Non-executive Directors of the Board are not
remunerated for their services but are paid, per
meeting, fees within the scale of rates approved
by the Ministry of Finance and the Public Service
for Directors of public bodies. These Directors are

not eligible for staff related benefits.

Governance



ADMINISTRATION




Bank of Jamaica Annual Report 2019

Shalini Kishnani (C - Miss BOJ), Vanessa Jones ( L - placed 2nd) and Cappriece Clarke ( R - placed 31) after winners were announced

at the 2019 Miss BOJ competition.
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In 2019, Bank of Jamaica continued to face
challenges caused by the loss of team members
possessing critical skills due to increased
competitiveness in the labour market. As such, the
Bank continued its focus on resourcing key roles,
particularly within the mandate areas. Consequently,

several strategies were utilized to enhance

Organisational reviews continued

During 2019, the Bank continued the thrust towards
strengthening the organisational structure and improving
efficiency and effectiveness. In this regard,
organisational reviews continued in earnest during the
review year. Specifically, 13 work units were reviewed
and approved compared to the 11 which were assessed
during 2018. Interim reviews were also undertaken of
specific roles and functions within select portfolios to
ensure appropriate job design, pending full reviews of
the Divisions/Departments.

Learning and development initiatives

supported major strategic imperatives

The Bank continued to place emphasis on ensuring
alignment of learning and development solutions with its
strategic imperatives. In order to sustain effectiveness,
focus remained on programmes which targeted the
development of technical and behavioural competencies
directly related to the delivery of the Bank’s mandate.
The learning and development solutions fell within three
(3) major categories: strategy-based/mandate specific,

national impact programmes and core programmes

Administration

-11 -

recruitment, selection and retention of staff and
reduce the risks to the delivery of the Bank's
mandate. Also, in 2019, the Bank approved a new
Competency Framework which is expected to

enhance its recruitment and learning and

development efforts going forward.

geared towards developing specific skills and closing

performance gaps.

For 2019, 160 training programmes were offered in
which 463 or 74 per cent of the Bank’s staff were

trained.

The Internal Audit Division after completing the Bank’s Cyber

Security Workshop

Lakeisha Palmer (Head, Learning and Development) giving her

remarks at the International Economics and Finance Workshop

held at the Bank in March 2019.
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Key events included a church service at Scots Kirk

United Church, the Long Service Awards ceremony and

Employee Choice Awards. Under the Employee Choice

Awards Scheme, 13 awards, one for each Division,
were given in each of the following categories:

(@) Best Team Player — The employee who

demonstrated a commitment to the Division

and by extension the Bank by displaying a

willingness to undertake activities which were

not necessarily related to his/her core functions

but were integral to the success of the team;

Domonique Barnett (Junior Information Systems Officer/)

speaking at BOJ Power Speakers Toastmasters Club ceremony

in her capacity as Charter Vice President - Education.

The Bank’s staff complement increased

At 31 December 2019, the Bank’s staff complement was
623, an increase of 5.0 per cent over the 596 at 31
December 2018. The staff complement at end-2019

comprised 454 permanent staff and 169 persons on Melissa Weston (Assistant Legal Counsel) receives token of

recognition from Andrea Clarke (Chief Strategy Officer) at the

fixed-term contracts. During the year, 72 persons were
Employee Recognition Ceremony.

recruited while 45 staff members exited the institution,

either through retirement, resignation or end of contract.

Employee relations climate remained
relatively stable during the year

The negotiations for improved salaries and benefits for
staff represented by the BJ Management Staff
Association were completed during 2019. Several
engagement activities were also implemented

consistent with the Bank’s Strategic Plan. Of Communications Team with Deputy Governor Wayne

Robinson (front — right) at the Annual Employee Awards

significance, the Bank held its inaugural Employee
Ceremony

Recognition Week celebrations during which 92
employees received awards for long service, excellence

in performance and for contribution to nation building.

Administration
- 12 -
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(b) Most Customer Centric — The employee who
had the internal/external customers’ needs as
his/her primary focus; always trying to provide
an enjoyable experience and going the extra
mile to satisfy even the most difficult business
needs; and

(c) Values Ambassador — The employee who best
depicted the Bank’s Core Values of Integrity,
Honesty, Fairness, Teamwork, Confidentiality,
Respect, Equity, Excellence and Transparency

in executing his/her duties.

During 2019 29 persons attained
pensionable status

The membership in the Bank’s pension scheme
increased to 1 068 at 31 December 2019 from 1 054 at
31 December 2018. The membership at end-2019
consisted of 449 active members, 415 pensioners, 166
deferred pensioners and 38 beneficiaries, including
spouses and dependent children. Of the 449 active
members, 275 or 61 per cent were vested. During the
year, 29 persons attained pensionable status, six were
staff members and 23 were deferred pensioners. Of the
total, two staff members proceeded on early retirement

and one on late retirement.

Administration

-13-
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Team members at their Annual Administrative Professional’s

Day Luncheon

Team members at the Annual Employee Awards Ceremony
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Former Governor Brian Wynter shaking hands with Richard Byles as preparations are made for Mr Byles to assume the role of

Governor in August 2019.
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Bank of Jamaica’s 2018-2020 Strategic Plan
branded ‘Mission Excellence’ reflects the institution’s
continuous pursuit of excellence in all areas of its

mandate. The strategic plan is designed to guide the

A clear road map designed to focus the
Bank in 2020

Subsequent to the launch of the strategic plan in 2018,
the Bank continued to review and refine key
performance indicators and strategic initiatives and
projects designed to drive the performance of the 14
strategic objectives (see Corporate Strategy Map). A
dynamic and comprehensive balanced scorecard
system was used to build corporate and individual
accountability for results and to provide a basis for
measuring performance. By end-2019, a clear road
map was designed to focus the Bank in 2020 on
achieving key initiatives aimed at driving operational,
financial and governance excellence and promoting

the institution as a great place to work.

Achievements in 2019

The performance of the 14 strategic objectives was
measured by 34 key performance indicators and over 90
strategic projects and sub-projects, some of which were

multi-year.
Significant achievements included the support provided

to the Joint Select Committee of Parliament regarding its

review of the Bill for amendment of the Bank of Jamaica

Strategic Plan

-18 -

transformation of the Bank in preparation for
operations in an enhanced governance framework,
which will be supported by legislation.

Tracey Jean Tapper (Senior Librarian) and Kirk

Barham (Strategy and Project Manager) attending the

Economic Seminar series on Demystifying Inflation

7" A dynamic and
comprehensive balanced
scorecard system was used
to build corporate and
individual accountability.”

Act and related legislation which is aimed at improving
the central bank’s governance and independence as well
as strengthening its balance sheet. The development of
the Principles for Financial Markets Infrastructure (PFMI)
Framework, which are standards for financial market
infrastructures (payment systems, central securities
depositories, securities settlement systems), was

completed. Other achievements were: the full roll-out of
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the advancement of the RBS on a consolidated basis,
development of a competency framework to guide the
Bank’s human capital management initiatives and
implementation of communication initiatives to include a
television and radio programme series “Centrally
Speaking” to raise the level of the public’s awareness of
the inflation targeting agenda and the general role and
responsibilities of the Bank.

Additionally, significant strides were made with regard to
the development and implementation of the first phase of
a foreign exchange trading platform which is aimed at
providing higher levels of transparency in the foreign
exchange market. There was also implementation of
other information technology systems to enhance the
efficiency and effectiveness of the Bank’s business
processes.

The Bank also sought to improve its physical
infrastructure through enhanced safety and security
measures and the establishment of facilities to
accommodate persons with disabilities.

Hon. Nigel Clarke, the Minister of Finance and the Public Service, meeting with Senior Executive

Annual Report 2019

Strategy engagement programmes
undertaken

A number of strategy engagement initiatives were
undertaken which involved staff in the strategic planning
process. These initiatives included newsletters,
divisional meetings to discuss the strategy, establishment
of project teams and assessments through staff surveys.

Commitment to Improving Service Delivery

In the December 2019 quarter, the Bank commenced one
of its high-level initiatives to develop and implement
service level standards which will assist with measuring
the institution’s service delivery. These service level
standards seek to outline the expectations of the Bank’s
internal customers and external stakeholders, with regard
to service delivery, drive service improvement and
contribute to results-based management. The standards
reinforce  the Bank’s accountability by making
performance transparent and demonstrating the

institution’s commitment to service excellence.

Management of the Bank
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Mission Excellence - Bank of J

Vision: The world’s leading central bank committed to excellence, fostering public

Mission: To formulate and implement monetary and regulatory policies to promote
: and professional employees working for the benefit of the people of Jamai

Strategic Themes: Operational Excellence Great |

Timely, accurate, reliable and cost-effective A safe, comfortable
performance in accordance with agreed environment with r
benchmarks. compensation that

professional develo

STRATEGIC OBJECTIVES

Strategic Results:

CUSTOMER

STAKEHOLDER 1. Improve
Stakeholder

Satisfaction

FINANCIAL

STEWARDSHIP
3. Improve 4. Improve Cost

Resource Effectiveness
Management

BUSINESS
PROCESSES

8. Improve 9.
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& Macro

6. Improve 7. Improve
Workforce Efficiency and s
Management Effectiveness Communication

ORGANIZATIONAL
CAPACITY

10. Improve 11. Strengthen ﬁbﬁgggﬁ: 3 13. Improve

Knowledge, Skills Organizational Physical
& Abilities Structure In’}fgs‘g%g:l}:e Infrastructure

Core Values : Fairness Equity Transparency Excellence
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amaica Strategic Plan 2018 — 2020

confidence and contributing to the sustainable development of Jamaica

price and financial system stability by being a trusted organization with motivated

(d.

Place to Work

and appealing work
ewards and competitive
promote the wellbeing and
pment of employees.

blic

prove
Regulatory
prudential
esses

14. Improve IT
Infrastructure

Confidentiality

Governance Excellence

Strong and effective structures, systems and
processes that support delivery of the highest

Financial System Excellence

standards of accountability, transparency, equity

and fairness.

MEASURES

1.1) Regulated Entities Satisfaction Score

1.2) Government Agencies Satisfaction Score

1.3) Public Perception Score

1.4) Employee Satisfaction Score

TARGETS

1) 25% improvement on baseline scores by 2020

The agreed financial system development
objectives are achieved.

INITIATIVES

1.1) Stakeholder Engagement Programme

2.1) Public Confidence Score

2.1) 25% improvement on baseline scores by 2020

2.1) Public Confidence Programme

2.2) Currency Measure

2.2) Max 50 Parts per Million (PPM)

2.2) Public Engagement Programme

3.1) Human Resource Vacancy Score

3.1) +/- 5% of establishment

3.2) Manpower Distribution Score

3.2) 60:40 ratio (mandate vs.non-mandate)

3.3) IT System Availability Score

3.3) 99.5% availability

3.4) Maintenance Schedule Index

3.4) 95% adherence to maintenance schedules

3.5) Environmental Safety Index

3.5) 100% adherence to OSHA

3.6) Financial Resource Utilization Index

3.6) 5% (Max adverse variance)

3) Resource Management Programme

4.1) Policy Solvency Ratio

4.1) 5% (Capital to Monetary Liabilities)

4.2) Reserve Cost Ratio

4.2) Within 5% of Budget

4.3) OMO Cost Ratio

4.3) Max of 5 percentage points above budget

4.4) Operating Cost Ratio

4.4) Max of 5 percentage points above budget

4) Cost Management Programme

5.1) Governance Framework

5.1) 100% completion of agreed targets

5.2) Governance Index

5.2) 100% compliance

5.1) Governance Framework Enhancement Programme

6.1) Workforce Effectiveness Index

6.1) 5% improvement on baseline scores

6.1) Workforce Management Programme

7.1) Corporate Efficiency Index

7.1) 25% improvement on baseline by 2020

7.1) Efficiency Programme

7.2) Policy Solvency Improvement Programme

8.1) Communication Targets

8.1) 85% completion of agreed target

8.1) External Communication Engagement Programme

9.1) Financial System Stability Score

9.1) 90% completion of agreed targets

9.1) Financial System Enhancement Programme

9.2) Inflation Target Ratio

9.2) 90% (within targeted band over agreed period)

9.2) Enhanced Economic Surveillance Programme

9.3) RBS Target Ratio

9.3) 90% completion of agreed targets

9.3) Risk Based Supervision Programme

10.1) Knowledge, Skills and Abilities Index

10.1) < 5% (Skills Gap)

10.1) Targeted Training and Development Programme

11.1) Organizational Structure Review

11.1) 75% org. structure has been reviewed within

11.1) Organizational Restructure Programme

12.1) PFMI Framework

12.1) 75% completion of agreed targets

12.1) Financial Market Infrastructure Enhancement Programme

12.2) Inflation Targeting Framework

12.2) 100% completion of agreed targets

12.2) Inflation Targeting Programme

12.3) BCP & RBS Framework

12.3) 75% completion of agreed targets

12.3) Enhance Regulatory Framework Programme

13.1) Capital Works (FM) Efficiency Index

13.1) 95% completion of agreed targets

13.1) Plant and Equipment Programme
13.2) Space Management Programme
13.3) Security and Safety Enhancement Programme

14.1) Capital Works (IT) Efficiency Index

Honesty

14.1) 95% completion of agreed targets

Integrity

Respect

14.1) Strategic IT Projects

Team Work
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Deputy Governor Wayne Robinson giving remarks at the International Economics and Finance workshop on Inflation

Targeting that took place in March 2019
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Bank of Jamaica’s monetary policy objective is to
achieve and maintain inflation within the target of 4.0
per cent to 6.0 per cent. The inflation target is a policy
choice by the Minister of Finance and the Public
Service. Inflation at this level will facilitate sustained
growth and development in the economy. The main tool

to achieve and maintain inflation within the target is the

Bank of Jamaica cut policy interest rate
four times in 2019

During 2019, Bank of Jamaica maintained an
accommodative monetary policy stance. Specifically,
the policy interest rate was reduced on four occasions
by a total of 125 basis points (bps) to 0.50 per cent at
the end of the year (see Chart 1). This further easing of
the monetary policy stance was aimed at fostering
increased credit expansion, stronger growth in Gross
Domestic Product (GDP) and increased job creation to

support inflation within the target.

Chart 1: Policy interest rates

(percentage rate)

Source: BOJ

Monetary Policy
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policy interest rate, that is, the interest rate offered on
overnight balances at Bank of Jamaica. Changes in
the policy rate signal the Bank’s policy stance towards
achieving the inflation objective. These changes are
transmitted to consumer prices through the financial
markets and then through spending and investment

decisions of firms and households.

Consistent with the reduction in the policy rate, the rate
on the Bank’s Standing Liquidity Facility (SLF) was
lowered by 225 bps to 2.50 per cent. The reduction in
the rate on the SLF also translated into a narrowing in
the width of the interest rate corridor to 2.0 percentage
points from 3.0 percentage points in 2018. This action
was aimed at strengthening the signaling effect of the

Bank’s monetary policy actions.

Market rates converged to the policy rate

Market interest rates continued the downward trend in
2019, consistent with improved liquidity conditions and
in response to the Bank’s monetary policy signals (see
Chart 2). In particular, the weighted average yields on
GOJ 180-day Treasury Bills (T-Bills) declined to 1.60
per cent at end-2019 from 2.07 per cent at end-2018.
Similarly, there were declines in the daily averages of
private money market rates during the year. In addition,
the weighted average lending rate on bank loans to the
private sector at December 2019 was 12.76 per cent,
a decline of 0.61 percentage point relative to December

2018.
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Chart 2: Interest rate corridor and market rates

(per cent)

Source: BOJ

Inflation jumped given shocks to
agricultural food prices

During 2019, annual headline inflation fell below the
Bank’s inflation target of 4.0 per cent to 6.0 per cent on
six occasions, but closed the year above the target.
The periods of lower-than-targeted inflation reflected
the impact of lower-than-forecasted international oil
prices, which contributed to a fall in domestic energy-
related costs, as well as reductions in agricultural food
prices. Furthermore, despite evidence of increased

employment and greater economic activity in the

Annual Report 2019

economy, particularly in the first half of the year, there

was limited pass-through of improved domestic
demand conditions to prices. In December 2019, the
upper-bound of the inflation target was surpassed due
to higher costs for vegetables and starchy foods and
energy-related goods and services. The shock to
vegetable and starchy food prices was primarily related
to adverse weather conditions (drought followed by
heavy rains) that affected the Island between June and
October 2019 as well as crop-related diseases which
affected some items. Higher prices for energy-related
goods and services in the December 2019 quarter was

due to an increase in international oil prices.

Underlying (or core) inflation (which removes from
headline inflation the impact of changes in volatile food
and fuel prices) remained relatively low at 2.9 per cent
in December 2019, albeit up from 2.5 per cent in the
previous year. The private sector’s inflation
expectations also increased marginally to 5.1 per cent
as at December 2019 but remained broadly anchored

around the midpoint of the Bank’s inflation target.

Chart 3: Inflation fell below target at various times in 2019

(annual per cent)

Source: STATIN, BOJ
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Flexible, two-way movements in the
foreign exchange rate

Throughout 2019, the exchange rate was
characterized by cycles of appreciation and
depreciation. In particular, the Jamaica Dollar
experienced five noticeable cycles of upswings
followed by downswings (see Chart 4). The Dollar
depreciated on an annual average basis by 3.6 per
cent against the US dollar for the year, compared with
a depreciation of 0.9 per cent for 2018. The
depreciation of the local currency in 2019 was mainly

due to periodic episodes of increased end-user

Annual Report 2019

(™R

The Jamaica Dollar
experienced five noticeable
cycles of upswings followed
by downswings.

demand to fund real sector activities and planned
portfolio-related  transactions. These  demand
pressures were, however, tempered by B-FXITT flash

sale operations.

Chart 4: Continued flexible cycles in the USD/IJMD exchange rate

(annual point-to-point)

Source: BOJ

Monetary Policy

Carey-Anne Williams (Senior Director— Modelling and Economic Programming) presenting at Economic Seminar series

on Demystifying Inflation
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Economic Achievements in 2019

Real economic activity continued to
improve

Real economic activity continued to improve in 2019,
albeit at a slower pace relative to the previous year.
The economy grew by an estimated 0.9 per cent in
2019, compared to the expansion of 1.9 per cent in
2018 (see Chart 5).1 The estimated expansion for 2019
largely reflected a faster pace of growth in
manufacturing and tourism, the impact of which was
partly offset by declines in mining and construction
activities. Growth in manufacturing was buoyed by a
rise in food production and a significant increase in
petroleum refining activities. For tourism, the
expansion was associated with the staging of various
sports and cultural events as well as the addition of
new and cheaper airlifts to Jamaica. The decline in
mining largely reflected the temporary closure of the
Alpart alumina processing plant for upgrading works in
the context of slowing global economic growth. The
contraction in construction was mainly due to the
completion of various road rehabilitation projects as
well as a delay in the start of the South Coast Highway
Improvement Project (SCHIP). Deceleration in the
pace of growth in agriculture, due primarily to the
impact of adverse weather conditions on domestic food
production, also contributed to the estimated overall

slower expansion in the economy.

Unemployment rate
declined to 7.2% at

October 2019 — rgcord
low for Jamaica.

1 BOJ estimate.

Annual Report 2019

Chart 5: The Jamaican economy grew
(percentage change in GDP)

Source: STATIN, BOJ

Labour market conditions improved in 2019. In
particular, the unemployment rate declined to 7.2 per
cent at October 2019 from 8.7 per cent at October 2018
(see Chart 6). This was the lowest unemployment rate
since records are being kept. The decline in the
unemployment rate reflected growth of 2.2 per cent in
employment, the impact of which was partially offset by
an increase of 0.9 per cent in the labour force (see

Table 1).

Chart 6: Unemployment fell to an all-time low —
Annual Averages

(percentage)

o
o
@@@

2013 2014 2015 2016 2017 2018 2019
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Table 1

SELECTED LABOUR FORCE INDICATORS

%

2018 2019

Change

Annual Report 2019

Table 2

QUANTITATIVE PERFORMANCE CRITERIA

IMF Monetary Targets

Total Labour Force ('000) 1,336.8 1,349.0 0.9
Employed Labour Force

1,215.1 1,244.9 2.2
('000)
Unemployment Rate (%) 9.1 7.7 -1.4
Job Seeking Rate (%) 5.3 4.9 -0.4

Jamaica successfully completed the
Stand-By Arrangement (SBA)

® Monetary Targets & Performance

On 04 November 2019, the Executive Board of the
International Monetary Fund (IMF) completed the sixth
and final review of Jamaica’s performance under the
economic reform programme, supported by the 36-
month precautionary Stand-By Arrangement (SBA).
The IMF noted that Jamaica’'s reforms under the
programme had institutionalized fiscal discipline and
led to a substantial reduction in public debt, which was
on track to meet the legislated target of 60 per cent of
GDP by March 2026. Jamaica successfully met all
quantitative performance targets for June 2019 and
structural reforms were progressing, albeit with delays
in a few measures. At June 2019, non-borrowed
reserves (NBRs) were US$385.3 million above the
target while annual inflation of 4.2 per cent was within
the Monetary Policy Consultation Clause of 3.5 per

cent to 6.5 per cent (see Table 2).

Monetary Policy
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Reserves Target Outturn
Non-borrowed reserves — US$mn 2,202.00 2,587.30
Monetary Policy Consultation Clause Target Outturn
CPI Inflation (%)
Outer band (upper) 6.5
Inflation target (centre) 5.0 4.2
Inner band (lower) 35

Outer band (lower)

Source: BOJ, IMF

Subsequent to the conclusion of the IMF precautionary

SBA, the Jamaican authorities continued to

demonstrate  commitment to sustained policy
discipline. Accordingly, the Economic Programme
Oversight Committee (EPOC) was tasked with
continuing to monitor Jamaica’s self-determined
macroeconomic targets and commitments, aimed at
supporting public accountability, until a fiscal council

becomes fully operational.

Under this new commitment, the stock of NBRs at end-
2019 was US$2 820.5 million, US$480.5 million above
the targeted floor (see Table 3). However, annual
inflation of 6.2 per cent at December 2019 was slightly
above the upper limit of the Bank’s medium-term
inflation target of 4.0 per cent to 6.0 per cent. The
above-target inflation in December 2019 is expected to
be temporary and inflation is expected to trend
downwards over the next three months to the Bank’s

target.
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Table 3

QUANTITATIVE PERFORMANCE CRITERIA

GOJ Monetary Targets

Sep-19
Reserves Target  Outturn Target  Outturn
Non-borrowed
reserves — 2187.2 2720.2 2 340.0 2820.5
US$mn
e CPI
Inflation (%)
Outer band 6.0 6.0
(upper)
Inflation
target (centre) 5.0 34 5.0 6.2
Inner band 4.0 4.0
(lower)

Source: BOJ, IMF

e Fiscal Management

The Government of Jamaica remained resolute in its
effort to maintain fiscal prudence and firm fiscal
management as outlined in its fiscal responsibility law.
Additionally, in keeping with its commitment to building
durable domestic policy institutions, the Government is
scheduled to table legislation to establish a Fiscal

Council by April 2020.

Central Government operations for April-December
2019 resulted in a fiscal surplus of 1.1 per cent of GDP,

which  was above the budgeted surplus

(supplementary) of 0.1 per cent of GDP. The outturn
reflected higher-than-budgeted Revenue & Grants as
well as

lower-than-budgeted expenditure.

-30-
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CENTRAL GOVERNMENT SUMMARY ACCOUNTS
(JSBN)

FY

2019/20

FY 2018/19 FY 2019/20 Budget Q1-Q3

Q1-Q3 Q1-Q3 Q1-Q3 Variance (% GDP)

Revenue & Grants 448.8 469.1 459.8 9.4 21.7
Revenue 4418 465.3 4557 9.5 215
Tax Revenue 388.7 4147 408.1 6.7 19.2
Non-Tax Revenue 50.6 49.7 46.9 28 23
Bauxite Levy 0.0 0.0 0.0 0.0 0.0
Capital Revenue 25 0.8 0.8 0.0 0.0
Grants 7.0 3.9 4.0 -0.1 0.2
Expenditure 429.6 445.0 456.8 -11.8 20.6
Recurrent Expenditure 384.2 404.8 410.5 -57 18.7
Programmes 147.9 157.7 159.3 -16 7.3

Wages & Salaries 136.6 147.2 147.3 -0.1 6.8

Interest 88.5 88.6 91.9 -33 4.1
Domestic 345 335 345 -1.0 1.6

Foreign 54.0 55.1 57.4 -23 25

Capital Expenditure 454 40.2 46.3 -6.1 1.9
Fiscal Balance 19.2 241 3.0 21.2 11
Primary Balance 107.7 1127 94.8 17.9 5.2
Overall Balance -5.2 33.0 -35 36.5 1.5

Source: Ministry of Finance and the Public Service
Note: Fiscal balance equals revenue & grants minus expenditure. Primary balance equals revenue
& grants minus non-interest expenditure. Overall balance equals fiscal balance plus net amortizaton.

Jamaica’s sovereign ratings improved

Jamaica’s credit rating improved in 2019 with ratings
upgrades by the major three rating agencies. In
particular, on 31 January 2019, Fitch Global Ratings
upgraded Jamaica’s long-term foreign and local
currency issuer default ratings to ‘B+ from ‘B’,
respectively, and revised its outlook on Jamaica to
“stable” from “positive”. The agency also upgraded the
country ceiling to ‘BB-’ from ‘B’. This is Jamaica’s
highest rating in over ten years. Similarly, on 27
September 2019, Standard & Poor's Rating Agency
(S&P) upgraded Jamaica’s long-term foreign and local
currency ratings to ‘B+ from ‘B’, respectively, and
revised its outlook on Jamaica to “stable” from
“positive.” On 11 December 2019, Moody’s Rating
Agency upgraded Jamaica’s long-term issuer and
senior unsecured ratings to ‘B2’ from ‘B3’ with an

outlook of “stable”.

Monetary Policy
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The rationale for the upgrades included the
maintenance of strong fiscal discipline, which has
resulted in sustained high primary surpluses,

significant reduction in the general government
debt/GDP ratio and the entrenchment of institutional
improvements in the monetary and fiscal policy
frameworks. Institutional improvements include the
move towards an independent central bank, with
inflation targeting being the explicit goal of monetary

policy as well as the creation of a fiscal council to

Outlook

Inflation forecasted to range within
target over the medium-term

Bank of Jamaica’s assessment in December 2019 was
that annual headline inflation would moderate and
largely remain in the 4.0 per cent to 6.0 per cent target
over the medium-term. This assessment was informed
by trends in international commodity prices, particularly
oil, and expected improvements in domestic
agricultural food production. In the context of this
outlook, Bank of Jamaica’'s policy posture will be
geared towards steering inflation within the target while
fostering an environment conducive to a faster pace of

economic growth.

Monetary Policy
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monitor compliance with the fiscal rule and increase
transparency in fiscal matters. The rating upgrades
were also influenced by actions taken by Jamaica to
strengthen its fiscal resilience against natural disasters
by developing a disaster risk financing policy with
strategies to cover immediate financing needs arising

from weather-related events.

Near-term outlook for growth in the
Jamaican economy continues to be
positive

Growth in aggregate spending over the near-term is
expected to be chiefly driven by increases in net
external demand and consumption. Investment growth
is, however, anticipated to decelerate given the non-
investment  projects,

recurrence of significant

particularly in the tourism sector. This forecast

assumes expansions primarily in Hotels &
Restaurants, Agriculture, Forestry & Fishing and
Manufacturing. In the context of this outlook, Bank of
Jamaica projects that real GDP growth will stabilize in
the range of 1.5 per cent to 2.5 per cent over the

medium-term.

Click to Watch Video »



https://www.youtube.com/watch?v=_4S1-W66fF0
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Links to more information

» Releases

Quarterly Monetary Policy Report

http://boj.org.jm/publications/publications_show.ph
p?publication_id=3
Credit Conditions Survey Report

http://boj.org.jm/publications/publications_show.ph
p?publication_id=20
Inflation Expectations Report

http://boj.org.jm/publications/publications_show.ph
p?publication_id=19
Monetary Policy Announcement Schedule

http://boj.org.jm/monetary_policy/monetary_policy

_schedule.php

Pres Conference Speeches

http://boj.org.jm/announcements/asearch.php?sel

_sub=7

Press Conference Presentations

http://boj.org.jm/publications/publications_show.ph
p?publication_id=12
Inflation Performance

http://www.boj.org.jm/monetary_policy/inflation_pe

rformance.php
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Additional Resources

Objective of Monetary Policy

http://www.boj.org.jm/monetary_policy/monetary_o
bjective.php

The Inflation Target
http://www.boj.org.jm/monetary_policy/setting_inflat
ion_target.php

Decision Process
http://www.boj.org.jm/monetary_policy/monetary_p
olicy_decision_making.php

Jamaica and the IMF

https://www.imf.org/en/Countries/JAM

Monetary Policy


http://boj.org.jm/publications/publications_show.php?publication_id=3
http://boj.org.jm/publications/publications_show.php?publication_id=20
http://boj.org.jm/publications/publications_show.php?publication_id=19
http://boj.org.jm/monetary_policy/monetary_policy_schedule.php
http://boj.org.jm/announcements/asearch.php?sel_sub=7
http://boj.org.jm/publications/publications_show.php?publication_id=12
http://boj.org.jm/publications/publications_show.php?publication_id=12
http://boj.org.jm/publications/publications_show.php?publication_id=12
http://www.boj.org.jm/monetary_policy/inflation_performance.php
http://www.boj.org.jm/monetary_policy/monetary_objective.php
http://www.boj.org.jm/monetary_policy/setting_inflation_target.php
http://www.boj.org.jm/monetary_policy/monetary_policy_decision_making.php
http://www.boj.org.jm/monetary_policy/missed_inflation_target.php
http://www.boj.org.jm/monetary_policy/missed_inflation_target.php
https://www.fitchratings.com/site/pr/10060975
https://www.fitchratings.com/site/pr/10060975
https://www.fitchratings.com/site/pr/10060975
http://www.mof.gov.jm/mof-media/media-centre/press/2591-fitch-ratings-upgrades-jamaica-to-b.html
http://www.mof.gov.jm/mof-media/media-centre/press/2591-fitch-ratings-upgrades-jamaica-to-b.html
https://www.imf.org/en/Countries/JAM
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Supported by continued positive economic
conditions, deposit-taking institutions remained
sound during 2019. The sector continued to be
well capitalized and profitable, asset quality

improved, strong management persisted and

DTI's balance sheet continued to expand

In a context of continued improvements in
macroeconomic conditions, the total assets of DTIs
grew by 10.6 per cent, relative to the expansion of
10.0 per cent in 2018. This outturn primarily reflected
the sustained rate of growth in loans & advances, the
dominant driver of the expansion in assets. There was
also expansions in cash, bank balances and

investments.

The growth in total assets was predominantly
concentrated in domestic currency assets. In
particular, the domestic loan portfolio grew by 17.2
per cent, compared to growth of 15.7 per cent in
2018.1 The expansion in domestic loans in 2019 was
predominantly influenced by a steady demand for
loan financing (debt) by households and corporates in
light of historic low levels of unemployment, relatively
low interest rates and increased competition among

DTIs in specific segments of the credit market.2

DTIs’ asset growth was largely financed by an

increase of 9.4 per cent in customer deposits, which

1 The domestic loan portfolio includes both public and private sector

financing.

Financial System

the system remained liquid. In the context of the
strong capital positions, the sector continued to
demonstrate resilience to macro-prudential stress

tests.

was largely denominated in domestic currency. The
expansion in the DTIs’ asset base was also supported
by supplemental funding obtained by way of

increased wholesale funding and shareholders’

equity.

The number and composition of DTIs licensees
operating in Jamaica at end-2019 was unchanged.
Specifically, there were 11 DTIS, of which eight were
commercial banks, two building societies and one
merchant bank (see Tables 4 and 5). Notably, in
February 2019, supervisory approval was granted to
Cornerstone United Holdings Jamaica Limited to
acquire the remaining 20 per cent equity stake in
MF&G Trust and Finance Limited, subsequent to its
80 per cent acquisition in 2016. Accordingly, effective
June 2019, the merchant bank was rebranded as
Cornerstone Trust & Merchant Bank Limited and its
financial year end changed to 30 September to align

with that of its parent.
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Table 4 Chart 7: Market Share of Licensees in the DTI
sector 31 December 2019

MARKET COMPOSITION

Number of Licensed Deposit-taking Institutions* VMBS, 7.1%
SIBS, 1.6% _\

q gq CTMB, 0.3%
Supervised Entities 2016 2017 2018 2019 —~ BN 236%
Commercial Banks 6 8 8 8 SAGICOR, 8.1% __4
Merchants Banks 2 1 1 1
Building Societies 3 2 2 2
Total 11 11 11 11 e

Source: BOJ ' \_FCIBJ, 6.5%
* The proposal by the Minister of Finance and the Public Services )

. . ) NCBJ, 33.7% /" "\ FOB, 3.4%
for assumption by the Bank of Jamaica of full supervisory

P . . . JMMB BANK,
responsibility for credit unions, which numbered 25 as at 31 \— 42%

December 2019, will result in significant expansion of the ’Nlﬁfzij,"*
supervised deposit-taking population.
Source: BOJ
Chart 8: Market Share of Licensees in the DTI sector
Table 5
31 December 2018
LICENSED DEPOSIT-TAKING INSTITUTIONS VMBS, 7.0%
SIBS, 1.9% |
As at 31 December 2019 CTMB, 0.2% __/\ BNSJ, 24.3%
-~ BNSI, 24
Commercial Banks SAGICOR, 7.8% 48
« Bank of Nova Scotia Jamaica Limited
o Citibank N.A.

= —___ CBNA, 1.3%
\__FCIBJ, 6.2%

« First Caribbean International Bank ‘
o First Global Bank Limited
NCBJ, 33.8% " %
« JMMB Bank Limited "\ FGB, 3.4%
L. JMMB BANK,
« JN Bank Limited

3.4%
« National Commercial Bank Jamaica Limited INBANK, 10.8%
* Sagicor Bank (Jamaica) Limited
Merchant Bank Source: BOJ
e Cornerstone Trust and Merchant Bank
Limited
Building Societies

« Victoria Mutual Building Society Chart 9a: Dollar Value Contribution of Assets 31

« Scotia Jamaica Building Society December 2016 - 2019
Source: BOJ
2000 1,809
1,637
1,378 1,488
In terms of market share, the top five entities 1500 ’ o3
795
remained the same, but there was a marginal % 1000 643 689
c
reduction in the proportion of total system assets 2
-]
to 82.8 per cent in 2019 from 83.7 per cent in 500
2018 (see Charts 7, 8 and 9). 0
2016 2017 2018 2019
Total
Source: BOJ
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Chart 9b: Percentage Share of System Assets 31
December 2016 — 2019
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e Other

e Cash & Bank Balances
Investments (incl. Reverse Repos)
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Source: BOJ

Loans to households and corporates
continued to drive overall credit growth

Net loans & allowances extended by the DTI sector
expanded for 2019. During the year, there was growth
in net loans & allowances of 17.2 per cent or $136.5
billion as DTIs capitalized on increasingly favourable
credit conditions and sustained demand for debt by
households, corporates and overseas residents.34
Easing in credit conditions and increased marketing
activity among DTIs - in the context of strong
competition - facilitated the bolstered loan portfolio
positions of DTIs. For 2019, loans to corporates and
households increased by 20.3 per cent and 16.5 per
cent, respectively (compared with 15.4 per cent and
12.0 per cent for the previous year), while loans to
overseas residents expanded by 18.6 per cent

relative to 81.5 per cent in 2018.5

3 During 2018 the growth in net loans & allowances was 15.4 per cent
or $106.2 billion.

4 At end-2019, as a per cent of GDP, loans to households and
corporates was 23.0 per cent and 16.7 per cent, respectively,
compared with 20.5 per cent and 14.5 per cent in 2018.

5 During 2018, the growth in loan disbursements to overseas

residents was driven by several facilities extended to numerous

Financial System
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Customers continued to show preference for domestic
currency loans as reflected in growth of 17.2 per cent
($107.0 billion) in 2019 relative to 15.7 per cent ($84.3
billion) in 2018. Foreign currency loans expanded by
17.0 per cent (J$29.5 billion) compared to 14.5 per
cent in 2018 (J$21.9 billion).

Consequent on these strong growth rates, at end-
2019, gross loans accounted for more than half of
total assets (see Chart 9b). This was the first

occurrence in over two decades.

Table 6

LICENSED DEPOSIT-TAKING INSTITUTIONS

Balance Sheet Profile (% of GDP)*

2016 2017 2018 2019
Loans 36.5 36.4 39.3 44.2
Investments 22.7 19.9 20.0 20.2
Customer Deposits  49.9 51.8 52.8 55.5
Borrowings 12.5 10.2 10.7 11.9
Source: BOJ

*Prior period data may have revisions arising from amendments to prudential

returns.

Cash & Bank Balances grew compared to
last year’s decline

For the review year, cash and bank balances
increased by 6.7 per cent ($19.0 billion), in contrast to
contraction of 2.4 per cent ($7.0 billion) in 2018. The
growth in 2019 reflected increased placements of
excess foreign currency liquidity with overseas banks
($31.6 billion), the impact of which was partly offset by
reduced domestic currency holdings at BOJ ($22.5
billion) in the context of reductions in the domestic

currency cash reserves requirements during the

economic sectors, including Distribution, Communication and Utilities.
This was in keeping with the strategies of some DTIs to increase loan

income through expansions in the overseas market.
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year.6 Despite the rebound in cash holdings in
nominal terms, the share of cash and bank balances
as a share of total assets fell to 16.7 per cent as at
end-2019, from 17.3 per cent as at end-2018,

continuing the trend decline since 2017.

Expanded securities portfolio fueled by
DTIs’ pursuit of liquid domestic currency
investments

During 2019, the investment holdings of DTIs
expanded at a slower rate of 5.0 per cent or $20.2
billion compared to 7.3 per cent or $27.5 billion in
2018, as the GOJ reduced its appetite for debt.
Specifically, there was a reduction in foreign currency
investments of $16.6 bilion (US$188.6 million)
consequent on the early redemption of some GOJ
global bonds. The effect of this contraction in foreign
currency securities was partly countered by growth of
21.3 per cent or $36.8 billion in domestic currency
Growth in  domestic

investments.” currency

investments occurred in the context of reduced

domestic liquid asset requirements and DTIs’
acquisition of high-quality liquid assets (HQLAS) in

preparation for the full implementation of the liquidity

6 In an effort to increase system liquidity and thereby support the
provision of more credit to businesses and households at lower rates
and on better terms, the Bank reduced the domestic currency cash
reserve requirement (CRR) by three (3) percentage points (pps) to 9
per cent effective 01 March 2019. A further reduction of two (2)
percentage points (pps) to 7 per cent was effected on 03 June 2019.
Following the 5.0 pps reduction in the CRR, total liquidity injected into
the system was estimated at $29.1 billion.

7 Licensees expanded their stock of domestic currency investments
by way of increased holdings in BOJ Certificates of Deposit of $15.9
billion, GOJ securities and Treasury Bills of $11.4 billion, local
corporate bonds of $7.6 billion and securities acquired under

repurchase agreements of $2.0 billion.
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coverage ratio (LCR).2 In the context of these
developments, the ratio of total investments to total
assets fell to 23.5 per cent at end-2019, the lowest

level in the last 10 years.

Growth in liabilities spurred by increased
reliance on borrowed funds and
shareholders’ equity

Customer deposits remained the key funding source
for the DTI sector during 2019, with growth in net
deposit inflows of 9.4 per cent ($100.9 billion)
compared with an increase of 9.0 per cent ($88.4
billion) in 2018. This outturn reflected an uptick of 4.9
per cent ($20.9 billion) in the Jamaica Dollar
equivalent of foreign currency deposits, compared to
growth of 2.7 per cent ($11.0 billion) for 2018. This
was largely reflective of greater depreciation of the
local currency during the year.® Conversely, the
increase in domestic currency deposits slowed to 12.4
per cent from 13.7 per cent in 2018. This slower pace
of growth in domestic deposits was indicative of the
preference for higher yields offered on the capital and

equities markets relative to the low interest rates

offered on DTI deposits.

8 Under the Basel Il Framework, the Liquidity Coverage Ratio (LCR)
measures a DTI's capacity to fund its short-term obligations with
HQLAs over a 30-day stress period. The LCR Standard of Best
Practice was approved by the Bank’s Supervisory Committee on 09
October 2019 and subsequently published on 18 October 2019 on
Bank of Jamaica’s website. The minimum requirement was set at 75
per cent from 30 November 2019, with the full requirement of 100 per
cent to be effected on 30 November 2020. The implementation of the
LCR is one component of the Bank’s transition to the Basel II/llI
Capital Accord Standard, which will replace the existing liquid assets
requirement regime.

9 The stock of foreign currency deposits expanded by US$37.1
million in 2019 relative to growth of US$18.9 million for 2018.

Financial System
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Chart 10a: Dollar Value Change in Loans and

Deposits
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Chart 10b: Real Growth in Loans and Deposits
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During the review period, the growth in DTIs’ assets
was constrained by a negative funding gap, as
reflected by an expansion in loans that was larger
than the increase in deposits (see Chart 10a and
10b).1° As a result DTls increased their reliance on
borrowings  (including  securities sold  under
repurchase agreements) to satisfy funding needs.
Borrowings grew by 16.3 per cent or $35.3 billion
(compared with 11.9 per cent or $23.1 billion during

2018), primarily on account of new repurchase

10 Compared to a gap of 6.1 percentage points recorded in 2018.
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agreements.l Shareholders’ equity, a source of
funding via non-traditional sources, also increased by
10.5 per cent or $26.1 billion and was largely reflected
in transfers from unappropriated profits to retained
earnings reserve funds and the issuance of shares by

some licensees.

DTIs balance sheet reflected a marginal
increase in holdings of foreign currency
assets

Foreign currency denominated assets for the system
grew by 3.3 per cent or US$155.8 million for 2019
compared to 1.9 per cent or US$86.6 million in 2018.
The outturn for the review year was reflected in
increased holdings in cash & bank balances and loan
disbursements. Funding for the expansion in foreign
currency assets was primarily obtained from an
increase in foreign currency liabilities of 2.8 per cent
or US$128.5 million relative to 3.3 per cent or

US$150.5 million in 2018.12

As the foreign currency component of shareholders’
equity expanded by US$59.6 million, the increase in
foreign currency assets over that of foreign currency
liabilities deepened the sector’s net foreign currency
short position to US$64.5 million at end-2019 from
US$34.2 million at end-2018.

11 Of note, deposit funding in 2019 when represented in real terms
increased by 2.8 per cent relative to growth of 6.5 per cent in 2018.
Furthermore, the funding gap was narrowed by expansion in
wholesale funding reflecting 9.5 per cent growth in real terms for
2019 relative to 9.3 per cent in 2018.

12 This was largely attributable to wholesale funding of US$153.4
million and net inflows of US$37.1 million from foreign currency
deposits, moderated by net repayments of US$48.5 million in sundry

liabilities.
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The system remained liquid

Consequent on the reduction in the domestic liquid
asset requirement, DTIs’ holdings of liquid assets fell
during 2019 as surplus funds were deployed to
support asset growth and repay debt obligations.
Notwithstanding the lower holdings of liquid assets,
the ratio of domestic currency average liquid assets to
domestic currency average prescribed liabilities of
23.7 per cent for 2019 was above the liquid asset

requirement of 21.0 per cent.

Conversely, in a context of limited options for liquid
assets following the reduced presence of the GOJ in
the debt market, DTIs increased holdings in
investment-grade foreign government securities and
held excess foreign currency liquidity in overseas
banks. As a result, licensees recorded a higher ratio
of US dollar liquid assets to US dollar prescribed
liabilities of 43.3 per cent at end-2019, compared with
39.0 per cent at end-2018, well above the 29.0 per

cent statutory requirement.

DTlIs profitability increased marginally in
2019

Pre-tax profits as at end-December 2019 was $51.5
billion compared with $51.3 bilion as at end-
December2018. The profit performance for 2019 was
driven by an increase in income from loans, lower
interest expenses arising from the low interest rate
environment and income from extraordinary

transactions.1314 Notwithstanding the overall increase,

13 One large commercial bank’s P&L benefitted from trading gains
following the sale of a portion of its securities portfolio in 2018 and

dividend income in 2019.
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profits for 2019 were diluted by the impact of higher
non-interest expenses ($15.3 billion in 2019 vis-a-vis
$13.0 billion in 2018), as several DTI's sought to
upgrade their digital infrastructure to drive greater
efficiencies. Notably, Net Interest Margin was

unchanged at 6.3 per cent.
Table 7

COMPOSITION OF ANNUAL TOTAL INCOME
% of Total Income

31 December 2016-2019"
2016 2017 2018 2019
Income from Loans** 51.5 59.5 54.7 56.8
Of which,

Interest Income from
47.9 48.1 438 45.6
Loans

Fee Income from
3.6 11.4 10.9 11.2
Loans

Income from Securities &
13.8 13.1 10.2 9.2

Placements

Other Fee Income 16.9 12.0 9.6 9.4
Foreign Exchange Gains 6.1 5.7 7.5 8.9
Dividend Income 8.0 4.9 5.7 8.7
Securities Trading Gains 2.0 2.6 7.9 2.2
Other Income 16 21 4.5 4.9
Total Interest Income 61.8 61.3 54.0 54.8
Total Non-Interest Income 38.2 38.8 46.0 45.2
Source: BOJ

*Prior period data may have revisions arising from amendments to prudential
returns.

**ncludes fee-income from loans issued for the period.

Although revenues from non-interest sources
moderated during the year on account of reduced
gains from dividend income, this segment continued
to dominate a sizeable portion of total income of 45.2
per cent at end-2019 compared with 46.0 per cent in

2018 (see Table 7).15 16

14 When total revenues for both years are adjusted to exclude these
one-off transactions, pre-tax profits for the DTI sector would have
been $45.6 billion in 2019 compared with $44.4 billion in 2018.

15 The main categories of non-interest income, as a proportion of total
income, was fee income (9.4 per cent), dividend income (25.8 per

cent) and foreign exchange gains (8.9 per cent).

Financial System
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Chart 1la: Composition of Annual Operating

Income 31 Dec 2016 - 2019
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Chart 11b: Composition of Annual Operating
Income 31 Dec 2016 - 2019
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Non-interest expenses for 2019 were slightly higher

than that for 2018 as DTIs incurred higher

management fees, staff-related costs and other

operational costs. Accordingly, the supervised

sector’s operational efficiency deteriorated to 83.7 per

cent from 82.1 per cent in 2018. 17.18

16 Notably, the proportion of income attributed to non-loan related fee
income declined steadily from 16.9 per cent in 2016 to 9.4 per cent at
end-2019.

17 1n an effort to become more efficient and customer-centered, in
2019 several DTIs embarked on a process of digitization, resulting in

investments in several technological platforms as a means to improve

Financial System
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The pre-tax profit margin for the system decelerated
to 29.4 per cent in 2019 from 31.8 per cent for 2018.
Similarly, shareholders realized slightly lower returns
on their investments as the return on equity (ROE) for
the sector was 19.8 per cent for 2019, compared with

22.3 per cent for 2018 (see Table 8).

Table 8: Select Profitability Indicators

SELECT PROFITABILITY INDICATORS

%
31 December 2016-2019
2016 2017 2018 2019
Return on Equity 20.0 18.9 223 19.8
Return on Assets 2.9 2.7 33 3.0
Profit Margin 30.8 28.6 31.8 29.4
Net Interest Margin 6.3 6.4 6.3 6.3

Source: BOJ

Asset quality improved

Asset quality, measured by the ratio of total non-
performing loans to total loans, continued the trend
improvement observed since 2011, recording 2.2 per
cent at end-2019 relative to 2.5 per cent a year
earlier. This improved outturn mainly reflected the
impact of the increased role of credit bureaus in the
credit adjudication practices of DTIs and favourable
macroeconomic conditions. Non-performing loans
(NPLs) grew by 4.1 per cent while the stock of
performing loans rose by 17.5 per cent for the year

(see Chart 12).

processes, build on productivity and extend service offerings while
eliminating teller-customer interface.

18 Operating efficiency is measured by the ratio of non-interest
expenses to gross income. The lower the ratio, the more efficiently

gross income is used to cover operational costs.
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Chart 12: Stock of NPLs (3 Months & Over) with

Ratio of NPLs to Gross Loans
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In the context of the continued implementation of
International Financial Reporting Standard (IFRS) 9
provisioning requirements, DTIs’ coverage of NPLs
via loan loss provisions increased to 123.5 per cent of
NPLs from 111.9 per cent in the previous year. The
forward-focused approach to anticipated future losses
resulted in an additional $3.3 billion (14.7 per cent) in

provisions.

Slow-down in the pace of consolidation
in credit union sector

Contrary to the trend in recent years, the pace of
consolidation/mergers in the credit union sector
slowed during 2019, with the number of credit unions
in operation declining by one to 25 at end-2019.
Despite the consolidation, the branch network through
which credit unions deployed their services increased

marginally to 107 locations, branches, sub-branches

and agencies at end-2019 from 106 at end-2018.19

19 Based on unaudited submissions to Bank of Jamaica.

-42 -

Annual Report 2019

Total assets held by the credit unions increased by
$7.8 billion (6.9 per cent) to $122.2 billion during
2019, a slowdown from the growth of 9.7 per cent
recorded in 2018 and 10.3 per cent in 2017.20 As in
previous years, the outturn mainly reflected an
increase of $7.3 billion (9.3 per cent) in loans
(particularly consumer loans) which is generally the
dominant asset category on a credit union’s balance
sheet. Investments continued the trend noted in 2018,
increasing by $0.3 billion (1.3 per cent) to $23.1 billion
at end-2019. Funding for asset growth was provided
mainly by savings fund which increased by $6.4 billion

or 7.3 per cent to $94.5 billion at end-2019.

There was growth of $1.1 billion (7.7 per cent) to
$15.4 billion in the combined capital base of credit
unions for the review year. However, given the
stronger growth in assets, the capital to total assets
ratio improved marginally to 12.6 per cent from 12.5

per cent at end-2018.

For 2019, the credit union sector’s surplus declined by
$0.4 billion (18.2 per cent) to $1.7 billion (based on
data to September 2019). This outturn reflected a fall
of $2.3 billion (17.0 per cent) to $11.2 billion in total
revenues, compared to the $13.5 billion earned in the
prior year. The contraction in revenue was due to a
significant reduction of $2.2 billion or 19.3 per cent
(mainly on the loan book) in interest income, resulting
from lower interest rates.?! Despite the net decline,
the sector's surplus was positively impacted by a
decrease of $1.9 billion (16.9 per cent) to $9.5 billion

in overall expenses, due largely to declines of $1.4

20 2018 data may have revisions arising from resubmission of
prudential information by credit unions.

21 Based on unaudited submission to the Bank of Jamaica.
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billion or 14.6 per cent and $0.6 billion or 26.5 per
cent in overhead expenses (mainly staff costs) and

interest expenses (mainly on deposits),respectively.

Profitability indicators reflected largely similar patterns
to the reduction in surplus for the review year.
Specifically, the net profit margin of the sector
declined to 15.2 per cent for 2019 from 15.4 per cent
in 2018, while return on assets fell to 1.4 per cent
from 1.9 per cent. Similarly, the sectors return on
equity decreased to 7.8 per cent from 10.3 per cent in
the previous year while net interest income to average
earning assets fell to 7.4 per cent in 2019 from 9.3 per
cent in 2018. These results reflected the effect of a
reduction in net interest income, given the low interest

rate environment.

Improvement in the rate of resolution of
complaints

During 2019, 80 complaints were reported to BOJ, 8.0
per cent less than the 87 complaints reported in 2018,
a reversal of the increasing trend noted since 2014
(see Chart 13). As the Bank continued to facilitate the
resolution of complaints submitted for its attention,
there was a notable improvement in the resolution
rate to 60.0 per cent in 2019 from 49.4 per cent in
2018. 22

22 Resolution rate means the DTI has responded and concluded the

matter with the customer.
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Chart 13: Trends in Complaints Data

ii

2014 2015 2016 2017 2018 2019

Year

Bank of Jamaica continues to publish annually on its
website the suite of information on fees and charges
for products and services offered by all DTIs in an
effort to promote the transparency and access to

information by financial consumers.

Continued expansion of the Credit
reporting market

The Bank continued its oversight of the credit
reporting framework in Jamaica during 2019, pursuant
to its designation as the Supervising Authority under
the Credit Reporting Act (CRA). The three licensed
credit bureaus continued to experience growth as
indicated by the increase in the number of credit
information providers (CIPs) exchanging their
customers’ credit information with the credit bureaus
and the number of reports issued. Table 9 shows the
three credit bureaus in operation as at end-2019.

Table 9

Licensed Credit Bureau

Date

Licensed

Creditinfo Jamaica Limited March 2012
CRIF Information Bureau Jamaica Limited April 2012
Credit Information Services Limited August 2014
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o Market Activity

The use of credit reports improved during the review
year. The use of credit reports in the reduction of
asymmetric information between borrowers and
lenders in the financial system improved during the
year, as the reported number of credit reports issued
by credit bureaus totaled 582 822 (this figure includes
8 822 free credit reports), an increase of 25 per cent
or approximately 116 291 more than the 466 531
reports provided to CIPs in the previous year.23
During 2019, eight new CIPs entered the system (an
8 per cent increase) to exchange their customers
credit information with credit bureaus. This brought
signed CIP contracts with credit bureaus to 103 at
end-2019 from 95 at the end-2018. Four previously
signed CIPs commenced the submission of their
customers’ data to credit bureaus during the year,
which moved the number of CIPs submitting their
customer’s credit data to credit bureaus to 55 at the

end-2019 from 51 at the end-2018.

With the continued market expansion, there was

growth in consumers’ awareness in 2019, as
measured by the number of consumers’ full disclosure
(free) reports provided by credit bureaus. The number
of reports for the year grew by 18 per cent (1 320) to

8 636 from 7 316 in 2018.

Consistent with the growth in new data providers
submitting data during the review year, the number of

data subjects in credit bureaus’ databases grew by

2z A consumer is entitled to receive a free credit report from a credit
bureau in each calendar year on submission of a written request to
the credit bureau. Any subsequent requests by the consumer will

require the payment of the credit bureau’s fees.
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9.4 per cent to 895 116 at end-2019. The increase in
data subjects influenced an expansion to 46.7 per
cent in population coverage at end-2019, compared to
43.0 per cent at end-2018. Key performance

indicators in the market are reflected in Table 10.

Table 10

CREDIT REPORTING STATISTICS
2015 - 2019

Activity Indicators 2015 2016 2017 2018 2019
No. (?f CIPS signed with 69 & &7 % 105
credit bureaus

No. of CIPs submitting

data to credit bureaus ® € & o] =
No. of CIEs pulling data 7 63 65 6 69
from credit bureaus

No. of CIPs pulling data

but not yet submitting to 29 27 2 20 21
credit bureaus

No. of reports issued

during the year 129 698 250 12 442712 466531 58282

(inclusive of free reports)

e Consumer Complaints

Pursuant to Section 16(1) of the CRA, a consumer
who disputes the accuracy or completeness of any
information disclosed by a credit bureau in relation to
that consumer may make a complaint in person or in
writing to the credit bureau. The credit bureau shall as
soon as is reasonably practicable, and in any event
not later than fourteen (14) days after the complaint is
made, take steps to correct or complete the
information as the case may require, in order to
ensure the accuracy and completeness thereof
[Section 16(2)(a)]. Where a consumer is dissatisfied
with any step taken by the credit bureau, the
consumer may complain in writing to the Supervising
Authority within thirty (30) days after receiving the

report of his complaint from the credit bureau [Section

16(3)(@)]-

Financial System



Bank of Jamaica

Bank of Jamaica monitors the credit reporting market
to ensure that consumers’ complaints are adequately
addressed for resolution within the provisions of the
CRA. For 2019, the credit bureaus reported having
received a combined total of 3 592 consumer
complaints which represented 0.8 per cent (0.6 in

2018) of total credit reports issued during the year.

Supervision of Money Service Businesses
(Cambios and Remittance Service
Providers) - regulatory framework
expanded

Bank of Jamaica continued to enact measures aimed
at bolstering the regulatory regime for money service
businesses in 2019. In that regard, the onsite and in-
house monitoring processes were enhanced to
ensure that each licensee implemented an effective
compliance regime to mitigate Anti-Money Laundering
and Counter Financing of Terrorism (AML/CFT) risks
and to demonstrate compliance with
recommendations of the Financial Action Task Force
(FATF). Significant focus was, therefore, placed on
monitoring the extent to which licensees engaged
independent and competent professionals to conduct
audits of their AML/CFT compliance regimes. In
addition, the Bank required the licensees to effectively
implement a risk-based approach to AML/CFT due
diligence in their daily operations. The regulatory
framework continued to expand with the Bank
adopting, as a strategic objective, the implementation
of a tool which will facilitate risk-based supervision of

all licensees by end-2020.

The total number of cambio outlets at end-2019 was
136, compared to 135 at end-2018 (see Table 11).
During the year, three new locations were approved

while two were closed. The closures were as a result

Financial System
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of two entities voluntarily surrendering their respective
licences. No new entities were approved to operate
cambios during 2019. The number of cambio entities

therefore remained at 54 at end-2019.

Table 11

Status of Cambio Licences as at 31

Dec-19

New locations

licensed 1 3
Locations closed 4 2
No. of Locations 135 136
No. of Companies 54 54

The number of Remittance Service Providers
(Primary Agents) remained at six in 2019 (see Table
12). Jamaica remained a net receiver of remittances
with the USA, UK, Canada and the Cayman Islands
remaining the primary source countries with shares of

65.2 per cent, 11.6 per cent, 10.4 per cent and 7.0 per

cent, respectively.

Table 12
Status of Remittance Licences as at 31
Dec-19

2018 2019
New locations licensed 50 59
Locations closed 22 30
No. of Locations 453 482
New Licences Issued 70 77
Licences Relinquished/Revoked 92 42
No. of Licences 644 679
No. of Primary Agents 6 6

For 2019, 77 new remittance licences were issued to
operate at 59 outlets. Concurrently, 42 licences
representing 30 outlets were relinquished during the

review period. As a result, the number of licensed



Bank of Jamaica

outlets increased to 482 at end-2019 from 453 at end-
2018.

Financial Legislation

During 2019, Parliament passed legislation governing
institutions supervised or regulated by Bank of

Jamaica or affirmed rules as follows:

¢ The Banking Services (Financial Holding

Companies) (Licence Application) Rules

These Rules were affirmed in Parliament in November
2019 and will take effect once published in the
Gazette. These Rules for financial holding companies
(FHC) under the Banking Services Act (BSA), among
other things, set out the information which must be
provided in an application to be licensed as an FHC
under the BSA. The information required includes the
same particulars that apply to applicants for a licence
to operate as a deposit-taking institution (DTI). In this
regard, the Rules cover areas such as ownership and
group structure, financial resources and strength,
strategic plans and projections, governance structure
and arrangements, risk management and internal
controls, corporate governance and IT systems and
details of the recovery and resolution strategy and
plans as well as recovery options of entities within the

financial group headed by the applicant.

Pending amendments to legislation include, but not

limited to:

e The Bank of Jamaica (Amendment) Bill;
e The Co-operative Societies Amendment Bill;
e The Credit Unions (Special Provisions) Bill; and

e The Micro Credit Bill.
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Details on these pending amendments and

developments of subsidiary legislation can be found

here: Financial System Legislation.24

» Additional Resources

Supervision of Cambios

http://www.boj.org.jm/financial_sys/cambios.php

Supervision of Remittance Companies

http://www.boj.org.jm/financial_sys/remittance.php

Credit Reporting Oversight

http://www.boj.org.jm/financial_sys/supervised_cb_ov

erview.php

Supervisory Framework

http://www.boj.org.jm/financial_sys/supervised_framework.ph

p

Financial Data

http://www.boj.org.jm/financial_sys/financial_data.php

Supervised Deposit -Taking Institutions

http://www.boj.org.jm/financial_sys/supervised_deposit.php

Current Priorities in Supervision

http://boj.org.jm/pdf/Current-Priorities-in-Supervision-2019.pdf

24 http://boj.org.jm/financial_sys/supervised_legislation.php
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Achievements in 2019

Risks to financial stability continued to
be subdued in 2019

Risks to financial system stability continued to be
minimal for the first three quarters of 2019 despite
heightened contagion risk arising from global trade
tensions during the year.25 Notably, the value of the
Bank’s macro-financial and micro-prudential indices
remained well below the respective crisis threshold
relative health of the

value, demonstrating the

banking system. Additionally, sensitivity analysis
showed that DTIs remained generally resilient to
stress tests conducted by Bank of Jamaica. In
particular, the results from the stress tests revealed
that the capital adequacy ratios (CARs) for the DTI
sector would remain above the 10.0 per cent
minimum benchmark in response to hypothetical

market, credit and liquidity shocks.26.27

At end-December 2019, credit risk, as represented by
asset quality - which is measured by the ratio of DTIs’
non-performing loans (NPLSs) to total loans — improved
to 2.2 per cent relative to 2.5 per cent at end
December 2018. Moreover, credit risk stress test
results demonstrated that the DTI sector remained
shocks to NPLs.

robust to the hypothetical

Specifically, the CARs of all DTIs remained above the

2 Contagion risk is the risk that a shock to one financial institution
spills over to others. In this way, small shocks can have significant
effects. Contagion is one of the key dynamics that gives rise to
systemic risk in a complex, interconnected financial system.

26 The assessment includes the first three quarters of the calendar
year, rather than the full calendar year, and was written based on

available data.

27 The objective of stress testing by BOJ is to determine the impact
of extreme but plausible shocks to various risk factors such as credit
quality, foreign exchange rates, domestic interest rates and liquidity

on the capital adequacy ratios of the DTIs.
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10.0 per cent prudential benchmark subsequent to
hypothetical shocks of increases in NPLs ranging

from 10.0 per cent to 50.0 per cent.

Liquidity conditions remained buoyant during the
review period. Against this background, the results of
the stress tests indicated that it would require a
reduction of 78.0 per cent in deposits for the CAR of
the overall DTl sector to breach the statutory
benchmark of 10.0 per cent. Of note, two institutions

were vulnerable to a reduction of 50.0 per cent in

deposits (see Chart 14).

Chart 14: Stress Test Results Showing No. of

Institutions Breaching Prudential Minimum?28/

During the first three quarters of 2019, the banking

system showed increased resilience to foreign
exchange risk relative to the corresponding period of
2018. The sector's CAR remained robust in response
to hypothetical depreciation and appreciation shocks
ranging from 10.0 to 50.0 per cent. Notwithstanding,
at end-September 2019, of the eleven DTIs, only one
institution was impacted as a result of appreciation of

50.0 per cent in the exchange rate. The negative

28 The stress scenarios include the following: (i) interest rate
increases of 1100 bps/ 100 bps & 275 bps/ 15 bps on domestic and
foreign rate sensitive assets; (ii) 50.0% depreciation & appreciation in
the exchange rate; (iii) 50.0% increase in loan quality and (iv) 50.0%

loss of deposits. Source: BOJ
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impact on this institution's CAR was due to the

magnitude of its foreign currency long position.

The DTI sector also continued to demonstrate
robustness to the applied interest rate stress tests
during the review period. In particular, in response to
respective hypothetical increases of 1 100 bps/100
bps and 275 bps/15 bps in interest rates on
domestic/foreign rate sensitive assets and liabilities,
the sector's CAR was unchanged at 14.8 per cent at
end-September 2019.2930- This resilience was broadly
due to the magnitude of the sector’'s buffer capital
which was sufficient to absorb the impact of these
contemplated shocks. Additionally, as a result of the
abovementioned shock, all DTIs maintained post-
shock CARs above the statutory 10.0 per cent

minimum benchmark.

Results from the combined impact of severe,
hypothetical but plausible shocks to interest rates,
foreign currency, credit quality and deposit outflow
showed that the post-shock CAR of the DTI sector
remained above the prudential minimum at end-
2019. Nonetheless, institutions

September three

would become impaired as a result of the
simultaneous contemplated shocks. The deterioration
in CAR for these entities was largely due to credit

quality deterioration and fair value losses.3!

29 Interest rate increases ranging from 1 100 bps to 1 400 bps and
275 bps to 350 bps are applied to domestic and foreign investment
holdings, respectively, for fair value and net interest income
assessment. Increases of 100 bps to 400 bps and 15 bps to 70 bps
are applied to the domestic and foreign non-investment components,
respectively.

30 Re-pricing net gap positions are computed for each re-pricing
bucket. The change in the market value of net re-pricing assets is
evaluated by applying the interest rate shock and duration factor to
each re-pricing gap position. The impact on capital adequacy is then
evaluated.

31 The aggregate stress test assumptions include: increases of 1 100

bps and 100 bps in interest rates on domestic currency investment
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As it relates to the Bank’'s Early Warning System
(EWS) frameworks, the macro-financial index (MaFI)
and micro-prudential index (MiPI) for DTIs remained
well below the 1996-1998 financial crisis threshold
values of 44.0 points and 50.0 points, respectively, as

at end-September 2019.32

» Related Reports

Financial System Stability Annual Report

http://www.boj.org.jm/publications/publications_show.php?publi

cation_id=11

Highlights of Macro-prudential Report

http://www.boj.org.jm/publications/publications_show.php?publi

cation_id=9

assets & liabilities and other assets & liabilities, respectively;
increases of 100 bps and 10 bps in interest rates on foreign currency
investment assets & liabilities and other assets & liabilities,
respectively; 10.0 per cent depreciation in the JIMD/USD exchange
rate;100.0 per cent of past due performing loans (1 month to under 3
months) becoming non-performing and10.0 per cent reduction in
deposits.

32 BOJ's MaFi and MiPI monitors macro- and micro- economic
indicators of the banking sector via a non-parametric approach to
signal banking sector vulnerability. The signal is based on the value
of various indicators, which are computed based on the number of
standard deviations of each indicator from its ‘tranquil period’” mean
value. The tranquil period refers to an eight quarter period of relative
stability that precedes the beginning of a signaling window. The
scores range from O to 5 with a score of 5 representing the most
severe signal. Banking sector vulnerability at a point in time is
determined by the trend in the aggregate score (or index) over the

previous eight quarters (signaling window).

Financial System


http://www.boj.org.jm/publications/publications_show.php?publication_id=11
http://www.boj.org.jm/publications/publications_show.php?publication_id=11
http://www.boj.org.jm/publications/publications_show.php?publication_id=11
http://www.boj.org.jm/publications/publications_show.php?publication_id=9
http://www.boj.org.jm/publications/publications_show.php?publication_id=9
http://www.boj.org.jm/publications/publications_show.php?publication_id=9

Bank of Jamaica

Outlook

Continued growth in the sector

Bank of Jamaica’s assessment is that the DTI sector will
continue to experience expansion in their balance
sheets, due to expected growth in demand for credit
amidst generally stable macro-economic conditions,
characterised by low unemployment and interest rates
as well as increased competition among DTIs. These
conditions are expected to persist over the short- to
medium-term. However, the pace of growth in assets
could decelerate due to a slowdown in the growth of
core deposits among DTI's faced with increased
competition from the capital and equities markets that

may continue to provide more attractive rates of return.
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Throughout the year, the expansion in lending was
supported by the increased issuance of credit reports by
Credit Bureaus which had benefited from increased
provision of data by Credit Information Providers (CIPs).
Continued expansion in the use of credit reports among
DTIs is expected to support stability in the financial
sector as well as increased efficiency in the credit
market and thereby support improvements in the

monetary policy transmission mechanism.
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In 2019, oversight of the National Payment System by

Bank of Jamaica remained focused on systemic risk
mitigation and improving the safety, efficiency and
effectiveness of the payment, clearing and settlement
infrastructure for domestic payments. The Bank
intensified its efforts to achieve greater utilisation of

electronic means of payments in targeted sectors with

JamClear®-RTGS process in excess of 1

a view to accelerate the adoption of electronic
payments. Additionally, the Bank continued policy
formulation initiatives aimed at enhancing the
payment, clearing and settlement systems to include
the adoption of the Principles for Financial Market
Infrastructures (PFMIs) and the proactive monitoring

of financial technology developments.

At end-2019, the total volume of USD transactions

million transactions in 2019 processed in JamClear®-RTGS amounted to 3 112, a

decline of 13.7 per cent (494 transactions). Similarly,
In 2019, JamClear®-RTGS processed 1 033 923

transactions (USD and JMD), (see Chart 15). The

transaction values fell by 20.1 per cent (US$371.9

million) to US$1.5 billion (see Chart 16). This outturn
increased system utilisation was reflected in an

) ) largely reflected declines in securities settlement
increase in JMD volume by 13.7 per cent (123 908

. . . transactions initiated through the JamClear®-CSD
transactions) to 1 030 811transactions.! The growth in

the JMD volume was largely attributed to an increase and participant payments.

in participant payments on behalf of household and Chart 15: JamClear-RTGS Transaction Activities

corporate clients.

(JMD)
Conversely, transaction values declined by 44.5 per
cent ($18.7 trillion). The decline largely reflected a
reduction of $19.3 trillion in securities settlement 1200 45000
. L 1000 40000
transactions initiated from JamClear®-CSD.2 The 35000
N . 3 800 30000 2
reduction in CSD transfers was largely impacted by g 600 25000 é
, . . . . 3 20000 @
[}
the Bank’s policy action to eliminate the Overnight 2 400 15000
Deposits facility for deposit-taking institutions. 200 | | | ;gggo
o I | | o
83993399533
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s Volume (LHS)

1 JamClear-RTGS is owned and operated by Bank of Jamaica for the
purpose of providing settlement services to participants in relation to
large value and time critical payments.

2 JamClear-CSD is an electronic system implemented to replace the
paper based issue of Government of Jamaica and Bank of Jamaica
fixed income securities. It brings significant efficiencies to the
processes for issue, management and redemption to the domestic

fixed-income securities market.
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Increase in RTGS volume
of transactions largely
attributed to growth of
123 908 transactions (n
participant payments on
behalf of household and
corporate clients.”

Chart 16: JamClear-RTGS Transaction Activities
(USD)
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Overall increase in the value of electronic
retail payment systems

Utilisation of the retail payment systems increased
marginally in 2019. Total volume of retail payment
transactions processed for 2019 was 134.5 million
valued at $4 036.0 billion. This reflected increases of
0.2 per cent and 9.4 per cent in the volume and value

of transactions, respectively, relative to 2018.

For 2019, the total number of debit cards in circulation
increased by 11.6 per cent to 3.4 million. DTIs settled
61.5 million debit card transactions on their
proprietary systems valued at $1 207.6 billion for the
review period. Debit card transactions processed on

the proprietary systems of the DTls reflected a decline
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of 3.2 per cent in volume but an increase of 21.7 per

cent in value, relative to 2018.

The total number of credit cards in circulation was 328
212 for 2019. This represented an increase of 8.2 per
cent when compared to the previous year. Further,
the total number of credit card transactions processed
on the proprietary systems of DTIs was 21.5 million
valued at $539.2 billion. These results represented
growth of 6.3 per cent and 14.9 per cent in volume
and value of transactions, respectively, relative to
2018.

For 2019, the total number of installed automated
banking machines (ABMs), as reported by DTIs,
increased by 6.0 per cent (43 terminals) to 755.
Approximately 15.3 million transactions valued at
$126.0 billion were processed at ABMs through the
Multilink network. The volume and value of
transactions processed reflected increases of 1.6 per
cent and 5.2 per cent, respectively, relative to 2018.

Point of Sale (POS) terminals increased by 17.4 per
cent to 40 030 for the review period. Total
transactions processed on POS terminals grew in
volume by 3.7 per cent to approximately 18.2 million
relative to the previous year. The value of POS
transactions in 2019 grew by 6.5 per cent to $107.9

billion relative to 2018.

Decline in volume of cheques processed

The total number of cheques processed through the
Automated Clearing House (ACH) over the reporting
period was 5.8 million, valued at $805.0 billion. These
outturns reflected declines of 4.9 per cent in the
volume and 1.4 per cent in the value of transactions,

respectively, when compared to 2018. The average

Payment System
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value of each cheque processed in the ACH

increased by 3.6 per cent to $139 196.8 in 2019.

Foreign currency cheques cleared manually through
the BOJ Clearing House reflected a decline of 6.7 per
cent in value in 2019 when compared to 2018.
Cheques denominated in US dollars amounted to
US$ 2 084.7 million and accounted for 99.2 per cent

of the total foreign currency cheques cleared.

Achievements in 2019

Upgraded JamClear®-CSD

During 2019, the implementation of further upgrades to
JamClear® CSD (Phase-2) primarily focused on the
completion of new functionalities aimed at automating
front office operations. These operations include, /nter-
the Bank of

alia, Jamaica Foreign

(B-FXITT),

Exchange
Intervention and Trading Tool liquidity
providing auctions and access to the overnight
Standing Liquidity Facility (SLF) for DTIs. Additionally,
a Yield Curve module using the secondary market data
in the system was at an advanced stage at year-end.
This feature will result in the system being able to
generate daily market valuation of the existing
the

securities dematerialized in the depository,

automation of which will contribute to improved
efficiencies in the processes for the Bank’s liquidity
operations. The implementation of these features was
rescheduled from the December 2019 quarter to the

March 2020 quarter.

The upgrades to the JamClear Systems include the

implementation of a foreign exchange (FX) trading

Payment System
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Volume of bill payment transactions
increased

Total bill payments reported at December 2019 was
20.9 million transactions valued at $389.7 billion,
reflecting respective increases of 1.5 per cent in the
volume and 16.5 per cent in the value of transactions,
relative to 2018. The dominant payment method for
bill payments was cash, which accounted for 46.5 per
cent of the total volume in the review year. Debit
cards accounted for 61.7 per cent of the total value of

bill payments in 2019.

platform (JamClear® FX-TP) as an extension of the

existing payment and  settlement  systems
infrastructure. The business requirements for this new
platform for inter-dealer FX trades were finalized with
the developers during the June 2019 quarter and will
be deployed over two phases. Phase-1 is scheduled to
go-live by end-March 2020. It is anticipated that the
implementation of this new system will result in greater
transparency of FX transaction volumes and rates
between intermediaries as they occur and will facilitate
the straight-through settlement of these trades on
accounts held by dealer participants in JamClear®-
RTGS. Phase-2 implementation of the FX platform is

scheduled for March 2021.

Adoption of the Principles of Financial
Market Infrastructures

On 31 December 2019, the Bank issued a statement
on the adoption of the Committee on Payment and
Settlement Systems (CPSS) and International
Organization of Securities Commissions’ (IOSCO)

Principles for Financial Market Infrastructures (PFMIs)
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in keeping with international best practice. The
statement indicated that, effective 02 January 2020,
the Bank would fully adopt the PFMIs when carrying
out its oversight of Financial Market Infrastructures
(FMiIs). Accordingly, the oversight framework is being
revised to take into account the standards issued by

the CPSS-I0SCO.

Success in meeting specific financial
inclusion objectives

During 2019, the Retail Payments and Financial
Infrastructure (RPFI) Working Group under the
Financial Inclusion Steering Committee, achieved
targeted success in financial Inclusion objectives
specific to the access and usage pillar. The

achievements of the RPFI working group included:

1. Furthering the education of the public on
products and services in the retail payments
market through the launch of a financial inclusion
outreach programme in April 2019. This provided
a forum for Bank of Jamaica to respond to the
public’s financial inclusion queries and increase
public awareness of financial inclusion products
via radio interviews, television broadcast, road
shows and town hall meetings. Through a range
of initiatives, the Financial Inclusion Secretariat in
conjunction  with the Payment System

Department engaged in public sensitization on

the work being done on financial inclusion and

improving financial access.

2. Completion of an access and interoperability

paper to facilitate the development and

implementation of an integrated payment

infrastructure (National Payment Switch).
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Developments in financial technology
continued to impact payment systems

During the review period, the Bank participated in
initiatives to facilitate a framework for greater
innovation within the financial services sector and
support the establishment of a BOJ Regulatory
Sandbox to include the drafting of an assessment
methodology. Additionally, the Bank collaborated with
regional and local groups, such as, Center for Latin
American Monetary Studies and CARICOM FinTech
Advisory Work Group to undertake research and

exploration on FinTech developments, implications,

initiatives and challenges.

BOJ drafts National Retail Payment
Strategy

The Bank drafted and presented a National Retall

Payment  Strategy (strategy for  stakeholder
consultation) to the National Payments Council (NPC)
during the review year. The document outlined the
Bank’s strategy to promote a safe, efficient and

modern electronic retail payment system in Jamaica.

National Time-Stamping project initiated

The Bank signed a Memorandum of Understanding
(MOU) with the Bureau of Standards Jamaica (BSJ)
on 27 May 2019 for the development and
implementation of standards and services for the
time-stamping of financial transactions. Additionally,
during 2019, the project on the time-stamping for
financial transactions progressed with work on the
regulatory framework, the procurement of laboratory

equipment and upgrades to physical infrastructure.

Payment System
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» Additional Resources Payments and Securities Clearance and Settlement

Systems in Jamaica
Payment Systems Policy

http://boj.org.jm/financial_sys/Payments-and-Securities-

http://boj.org.jm/financial_sys/payments_systems_policy.php Clearance-and-Settlement-Systems-in-Jamaica.php

Payment Systems Statistics

Guidelines for Electronic Retail Payment Services

http://boj.org.jm/financial_sys/payments_systems_statistics.p ) ) o
http://www.boj.org.jm/uploads/news/2019_erps_guidelines_

hp
for_electronic_retail_payment_services_(erps_2).pdf
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CURRENCY

In 2019, Bank of Jamaica continued to meet its
mandate of ensuring the availability of secure, high-
quality banknotes to the public. Currency in circulation
increased during the year, albeit at a slower pace than
2018.

Currency in circulation increased at a
slower pace

The value of notes and coins in circulation stood at
$150.5 billion at end-2019, an increase of 11.5 per cent
when compared to the stock at end-2018. This growth,
however, was lower than the increase of 20.2 per cent
recorded in 2018 and may be attributed to the increased

use of electronic retail payments (see Payment System).

Decline in value of currency issued

The total value of banknotes issued for 2019 amounted
to $329.3 billion, which was 3.9 per cent below the
previous year’s value. However, the total value of coins

issued in 2019 increased by 60.9 per cent to $1.2 billion.

Significant increase in coins redeemed

Banknotes redeemed during 2019 were valued at $314.4
billion, a decline of 1.9 per cent relative to 2018. In
contrast, the total value of coins redeemed in 2019 was
$0.64 billion, which was 108.4 per cent above the value
for 2018. This significant increase in coin redemptions
largely reflected the continued impact of the coin agent

partnership with GraceKennedy Payment Services

Currency
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This slowdown may be related to increased use of
electronic retail payments. During the year, the Bank
renewed its partnership with the coin agent,
GraceKennedy Payment Services Limited, which
increased coin

facilitated redemptions of all

denominations.

Limited which was renewed for a second year in 2019.
This arrangement allows for the convenient exchange of

coins for banknotes at several locations islandwide.

The Bank continued to supply high quality
banknotes

During 2019, 395.5 million notes valued at $324.2 billion
were processed by the Bank. The outturn was lower than
the 453.0 million notes valued at $340.4 billion processed

in the previous year.

Counterfeit detection remained a priority

The total number of counterfeit notes detected during
2019 was 2 173 valued at $2.3 million compared to 2 546
pieces valued at $2.8 million in 2018. The figure for 2019
was equivalent to 11.9 counterfeit notes per one million
genuine notes in active circulation, a significant
improvement relative to 14.7 counterfeit notes per one

million genuine notes detected in 2018.
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Durability of banknotes, on average,
worsened

boj.org.jm

For 2019, the Average Circulation Lives (ACL) of the
$5000 and $500 notes improved to 27.4 months and
12.2 months, respectively, from 22.2 months and 10.9
months in 2018. On the other hand, the ACLs of the
$1000, $100, and $50 notes deteriorated to 20.4
months, 15.6 months, and 24.2 months in 2019,
respectively, from 27.1 months, 17.6 months and 27.2

months in 2018.
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» Related Reports

Frequently Asked Questions on Currency

http://boj.org.jm/bank/bank_fags.php?show=currency

History of our Currency

http://boj.org.jm/currency/currency_history.php

Banknotes

http://boj.org.jm/currency/currency_banknotes.php

Money Museum

http://boj.org.jm/currency/currency_museum.php

Currency
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FINANCIAL MARKET OPERATIONS

Bank of Jamaica continued to provide ongoing
liquidity assurance through its overnight Standing
Liquidity Facility and the offer of its 14-day
repurchase agreement on a competitive-auction
basis during 2019. In addition, the Bank expanded
liquidity include

its options of instruments to

Domestic Market

Increased use of auto repo facility

During 2019, Bank of Jamaica continued to provide
intraday liquidity to participants via the Auto Repo
Facility. This facility was accessed by ten participants
on 1 579 occasions during the review year, an increase
of 110.8 per cent in usage relative to 2018. Similarly,
the average value of intraday liquidity increased over
the period, with the highest utilisation occurring in May
2019 (see Chart 17). The increased usage of the
facility, particularly since the June 2019 quarter,
coincided with heightened participation in BOJ short
term instruments by commercial banks during the

second half of the year.

Chart 17: Comparison of Daily Average Liquidity
Utilized — 2018 & 2019

Source: BOJ

Financial Market Operations
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Occasional Term Repurchase Operations (OTROS)
and higher volumes offered on its weekly competitive
auctions of 30-day Certificates of Deposit (CDs). Of
note, the Bank discontinued the offer of overnight
deposits during 2019 and commenced the payment of
interest on the balances in current accounts of deposit-
taking institutions held at Bank of Jamaica at the

existing policy rate.

The Bank expanded its options of
liquidity instruments

The Bank expanded its liquidity operations within the
financial market during 2019 with the objective of
encouraging continued expansion of credit, increasing
the pool of assets designated as liquid and smoothing
liquidity flows in the market. The main components of

these operations were:

1. Occasional Term Repurchase Operations

(OTROs) were utilized as a means of
liquidity
institutions prior to the GOJ bond maturity of

$40.5 billion in July 2019. Liquidity from these

advancing to  deposit-taking

instruments was used to facilitate continued
credit expansion. In this regard, during the
September 2019 quarter, the Bank offered a
total of $30.00 billion in OTROs via four
competitive auctions. The cumulative offer
was undersubscribed by 31.2 per cent and

reflected an average yield of 1.72 per cent;

2. There was an increase in the volume of 30-
day certificates of deposit offered in the
weekly auctions. Consequently, during the o

June 2019 quarter, the average offer size was
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$10.7 billion compared with the average
maturing amount of $8.2 billion during the

corresponding period.

3. The offer of a 270-day CD designated as a
liquid asset. This offer was oversubscribed by
50.14 per cent and reflected an average yield

of 2.61 per cent.

Primary Dealers’ placement in BOJ OMO
instruments increased

Primary Dealers (PDs) participation in Open Market
Operation (OMO) issues increased by 31 per cent to

an average of $27 800.1 million in 2019 compared to

International Reserves

Jamaica maintained a strong foreign
reserve position

Bank of Jamaica maintained a strong net international
reserve (NIR) position for 2019 with an increase of
US$157.1 million to US$3 162.5 million, relative to end-
2018. At end-2019, gross reserves amounted to US$3
631.1 million and represented 110.7 per cent of the
IMF’s Assessing Reserve Adequacy (ARA) metric.
Gross reserves at end-2019 also represented
approximately 22.9 weeks of projected goods and

services imports relative to 19.5 weeks at end-2018.

For the review year, Bank of Jamaica achieved all the
required targets for the non-borrowed reserves (NBR).
At end-2019, the NBR accounted for 89.0 per cent of
the NIR, relative to 84.0 per cent at end-2018, in
keeping with the Bank’s strategic focus of continuing to
strengthen the sustainability of its external liquidity
position through continued reduction in its stock of

foreign currency CDs.
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the average of $21 149.8 million in 2018. The
increased participation in these issues by PDs was
against the background of a heavier weighting
assigned to OMO participation in their performance
assessment during the year. This enabled PDs to
retain the PD designation. The demand for OMO
instruments was particularly strong in the context of the
limited offer during the review period, with the
exception of the 30-day CD, which was auctioned once

weekly with a capped offer amount.

There was a reduction in the stock of
foreign currency certificates of deposit

The Bank maintained a strategy of net-redemption of
its US dollar CDs in 2019. This strategy was geared
towards supporting the objective of reducing the stock
of borrowed reserves. The outstanding stock of foreign
currency CDs at end-2019 was US$342.1 million,
relative to US$483.3 million at end-2018. The reduction
occurred in the context of no new issuance of foreign
currency CDs while total maturities amounted to
US$111.2 million, in comparison to US$160.8 million in
2018. In addition to the scheduled maturities, BOJ
continued to accelerate the reduction in the stock of
these instruments

through liability management

operations, such as prepayments and swaps. One
such operation was conducted in the first half of the
year when the Bank offered a fixed rate US dollar
Indexed Note with a tenor of 9 months in exchange for
existing BOJ US dollar CDs held by financial
institutions. This transaction allowed the Bank to

achieve the dual objective of strategically managing its

Financial Market Operations



Bank of Jamaica

profile of US dollar denominated liabilities while
providing liquid Jamaica Dollar assets to financial
institutions in the market. The swap operation
facilitated the extension of the average term-to-
maturity of BOJ’s stock of US dollar liabilities, thereby
improving the overall sustainability of the Bank’s
external liquidity position. In addition, this operation
contributed US$30 million to the overall reduction in the

stock of US dollar CDs.

The Gross Foreign Assets grew year-over-
year

In a context where the year-over-year growth in foreign
currency inflows outpaced the increase in foreign
currency outflows, Bank of Jamaica’'s gross foreign
assets (GFA) expanded by US$99.1 million to US$3
631.1 million in 2019.

The growth in the GFA primarily reflected the impact of
foreign currency inflows to the Government from its
global bond liability management exercise as well as
inflows related to the PetroCaribe Development Fund
and from Government entities. The impact of these
inflows on the GFA was partly offset by higher

payments on behalf of the Government during the year.

There was a decline of US$58.1 million to US$468.6
million in the foreign liabilities in 2019. When combined
with the increase in the GFA for the year, this resulted
in an increase in the NIR to US$3 162.5 million at end-

20109.

Financial Market Operations
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Precautionary Stand-By Arrangement
with the IMF concluded with no
disbursements to BOJ

For the duration of the 36-month Precautionary Stand-
by Arrangement with the IMF the funds available under
the SBA were treated as precautionary. In this regard,
no disbursements were made to BOJ under the

programme.

The repayment of funds borrowed under the Extended
Fund Facility Arrangement, which concluded in 2016,
continued in 2019 and totaled US$89.5 million or
Special Drawing Rights (SDR) 64.8 million. Of the total
amount repaid during the year, US$55.0 million (SDR
39.8 million) was owed by BOJ while US$34.5 million
(SDR 25.0 million) was owed by the GOJ.

Table 13

SDR DISBURSEMENTS AND REPURCHASES/REPAYMENTS

CALENDAR YEAR 2019

MN
DISBURSEMENTS REPURCHASES
Date SDR USI?” SDR USI?M
Equiv. Equiv.
March Qtr. 0.0 0.0 7.7 10.7
June Qtr. 0.0 0.0 22.4 31.0
September Qtr. 0.0 0.0 10.0 13.7
December
Qtr. 0.0 0.0 24.7 34.1
TOTAL 0.0 0.0 64.8 89.5

Y Based on the prevailing SDR
=US$ exchange rate.
Source: BOJ
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Achievements in 2019

Governance framework for foreign reserve
management enhanced

Annual Report 2019

Assets under management increased

The Governance Framework for the Foreign Reserves
Management was enhanced with the review, revision and
approval of the Investment Policy Statement (IPS) and
the Strategic Asset Allocation by the Bank’s Management
Committee. The Investment Guidelines were also

reviewed and revised consistent with the IPS.

" Assets under management
increased due to placement with
a new external fund manager,
Bank for International
Settlements (BIS), in January
2079. 7

Optimized portfolio maintained in 2019

The investment strategy was changed in April 2019 with
a move along the risk/return continuum to the more active
management style of an Enhanced Indexation
Investment Strategy. The objective of maintaining an
optimized portfolio was achieved in 2019. This placed the
portfolios on the efficient frontier across several
scenarios and was attained by ensuring, as much as
possible, that the working capital, liquidity and investment
tranche sizes were kept within specified target ranges.
Additionally, the assets in the liquidity and investment
tranche sub-portfolios were allocated strategically to
ensure capital preservation and liquidity while facilitating

competitive risk-adjusted returns.
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No new class of assets was added to the portfolio in
2019. However, the assets under management increased
due to placement of US$200 million with a new external
fund manager, Bank for International Settlements (BIS),
in January 2019. An additional US$18 million equivalent
in Chinese Renminbi (RMB) was placed with the BIS
Investment Pool Funds (BISIP CNY) at end-2019. Table
14 details the composition of the portfolio as at 31

December 2019 relative to 31 December 2018.

Table 14

Distribution of Foreign Assets
For Years Ended 31 December 2017 and 2018

Assets 2017 2018
% of % of
USSMN  Holdings US$SMN  Holdings

Working Capital Tranche 670.2 17.7 319.2 9.0
Liquidity Tranche 2,138.6 56.6 2,122.8 60.1
Investment Tranche

Capital Market Investments 306.5 8.1 327.3 9.3

External Funds 349.7 9.2 473.2 13.4
Total Funds Invested 3,464.9 91.6 3,242.4 91.8

Allocation of Special Drawing

Rights 316.2 8.4 289.6 8.2
Total 3,781.2 100.0 3,532.0 100.0
Source: BOJ

Average return on portfolio increased

Average income earning assets for the year was US$3
305 million. This represented a reduction of US$77.4
million or 2.3 per cent when compared to 2018 (see Table
15). Total cash income, however, grew by US$14.2
million or 23.2 per cent to US$75.3 million during 2019.
The average return on the portfolio was 2.3 per cent per
annum in 2019, an increase of 47 basis points relative to
2018. This improved performance was a direct result of

the long duration positioning of the investments in the

Financial Market Operations
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light of three 25 basis points cuts in the target federal fund Table 15
L . Assets 2018 2019
Federal Reserve Bank started 2019 with its target rate in
the range of 2.25 per cent to 2.50 per cent and ended the
Earnings % of Earnings % of
US$SMN Earnings US$MN Earnings
year at 1.50 per cent to 1.75 per cent. Working Captial Tranche 9.1 14.9 83 11.0
Liquidity Tranche 38.5 63.0 45.2 60.0
Investment Tranche
. . . . Capital Market Investments 46 75 55 7.3
The performance of the foreign investment portfolio, in External Funds 6.9 13 14.2 18.9
. i SDR Holdings 20 3.3 21 2.8
terms of interest income, for the years ended December Total 61.1 100 75.3 100
2018 and 2019 is h|ghl|ghted in Table 15. Average Income Earning Assets 3 382 3 305
Rate of Return (%) 1.81 2.28
Source: BOJ

Links to more information

» Additional Resources

. Net International Reserves Statistics

http://boj.org.jm/uploads/excel/Table_34a.xls

. Net International Reserves Announcements

http://boj.org.jm/announcements/asearch.php?sel_

Financial Market Operations
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During 2019, Bank of Jamaica continued to coordinate
the implementation of the National Financial Inclusion
Strategy (NFIS) through the Technical Secretariat.
Progress was made on all action items and several
initiatives took place during the year to improve the

public’s understanding of the NFIS and the role of Bank

Achievements in 2019

Financial Access and Usage — Promoting

the use of Electronic Retail Payment
Services

In August 2019, the Financial Inclusion Technical
Secretariat presented a policy paper on “Facilitating
Open and Fair Access to the Financial Payments
Infrastructure” to the Retail Payments and Financial
Infrastructure Working Group. Subsequently, the paper
was presented to the National Payments Council in
November 2019. The paper outlined various options to
improve the retail payments infrastructure and
interoperability of payments. Following stakeholder
consultation, a decision was made to explore the

feasibility of a national payments switch.

The Banking Competition Study was completed in
October 2019 and the findings presented to the
Ministry of Finance and the Public Service, Bank of
Jamaica, the Fair Trading Commission and other key

stakeholders in the private and public sector.

Financial Inclusion
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of Jamaica as a regulator of deposit-taking institutions,
electronic retail payment services providers, cambios

and remittance agencies.

In November 2019, the Financial Inclusion Technical
Secretariat presented a paper on “Digitization of
Government Welfare Payments: Promoting Financial
Inclusion” to the Retail Payments and Financial
infrastructure Working Group. The Payment System
Department at BOJ also presented its updated Retalil
Payments Strategy to the National Payments Council.

Stakeholder consultation is ongoing.

The Government, in November 2019, passed the
amendments to the Proceeds of Crime Act and the
Proceeds of Crime (Money Laundering Prevention)
Regulations. Spearheaded by the Ministry of National
Security and with the support of the multi-agency
National  Anti-Money Laundering Committee
(NAMLAC), the amendments addressed a number of
issues; including enhancing the risk-based approach
for managing money laundering and financing of
terrorism risks and

simplified due diligence

requirements.
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Financing for Growth — Promoting MSME

Finance, Agriculture Finance and Housing
Finance

In January 2019, Bank of Jamaica published its
Standard of Sound Practice on Problem Asset
Management, Provisioning and Managing Expected
Credit Losses. This standard made specific reference
to the Security Interests in Personal Property Act
(SIPPA) and the use of a principles-based approach for

management of credit risks.

The Ministry of Finance and the Public Service tabled
the Micro-Credit Bill in Parliament in February 2019.
The proposed legislation will provide a framework for
regulating micro-finance institutions. Additionally, in
August 2019, Parliament enacted amendments to the
Superannuation Funds and Retirement Schemes
(Investment) Regulations, which expanded the
categories of permissible investments for private
pension plans to include private equity. These
amendments are expected to provide opportunities for

investment in MSMEs.

In October 2019, the Ministry of Industry, Commerce,
Agriculture and Fisheries (MICAF) advanced work on
the secured transactions regime with the assistance of
the International Finance Corporation. This work
included the development of policy proposals for
legislative amendments to the regulations under
SIPPA. MICAF completed its study on the feasibility of
utilizing unclaimed funds to assist with improving
access to finance for MSMEs. MICAF also commenced
work on developing secondary markets for the
moveable collateral the

realization of through

engagement of a consultant.
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Under the Access to Finance Project with the World
Bank, led by the Development Bank of Jamaica (DBJ),
work advanced on the development of an electronic
factoring platform to facilitate reverse factoring during
the year, which will improve trade credit terms for
MSMEs. Work also continued on the establishment of
the SME Fund and revamping the Partial Credit

Guarantee scheme.

Highlights from the Financial Inclusion Outreach Programme,

the BOJ Financial Inclusion/Communication team interacting

with the Public.

Highlights from the Financial Inclusion Outreach

Programme, Executive Director (Communications

Department at BOJ) interacting with the Public.

Highlights from the Financial Inclusion Outreach Programme,

Financial Inclusion team interacting with the Public.

Financial Inclusion
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Building NFIS Awareness

Throughout 2019, the Financial Inclusion Technical
Secretariat engaged in a range of initiatives to improve
the public’s understanding of the National Financial
Inclusion Strategy and the role of Bank of Jamaica as
a regulator of deposit-taking institutions, electronic
cambios and

retail payment services providers,

remittance agencies. Through outdoor radio
broadcasts, town halls, seminars, television and social
media, Bank of Jamaica and its financial inclusion
partners engaged in public outreach and sensitization.
Initiatives included the programme “Under the Law”

and “Let’s Talk Finance”.

Improving data infrastructure for
Financial Inclusion

The Financial Inclusion Technical Secretariat in
conjunction with the Office of Technical Assistance
held a workshop on improving the data infrastructure
for financial inclusion indicators in January 2019.
Further, the financial inclusion team developed survey
instruments on financial inclusion thematic areas
including measuring levels of retail payments, digital
consumer attributes  and

finance, knowledge,

behaviour as well as financial literacy. Bank of Jamaica
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participated in the Diaspora Conference held in
September 2019 and administered its survey to 100
participants. The results of that survey will inform the
implementation of the financial inclusion public
sensitization engagement and project implementation
in 2020.

Inclusion Technical

In June 2019, the Financial

Secretariat presented Jamaica’s experience in
implementing the National Financial Inclusion Strategy
and digital finance at National Bank of Ukraine’s Forum

on Financial Inclusion.

» Additional Resources:

. Financial Inclusion Strategy

http://www.boj.org.jm/financial_sys/national_financial_incl

usion_strategy.php#
. https://www.youtube.com/watch?v=DqlzwBgt0T8

. https://www.youtube.com/watch?v=6BAx6SCpGUo

. https://www.youtube.com/watch?v=T6R57QzIX8E

Financial Inclusion


http://www.boj.org.jm/financial_sys/national_financial_inclusion_strategy.php
http://www.boj.org.jm/financial_sys/national_financial_inclusion_strategy.php
http://www.boj.org.jm/financial_sys/national_financial_inclusion_strategy.php
https://www.youtube.com/watch?v=DqIzwBgt0T8
https://www.youtube.com/watch?v=6BAx6SCpGUo
https://www.youtube.com/watch?v=T6R57QzIx8E

Bank of Jamaica

FINANCIAL DEEPENING

Financial Inclusion



Bank of Jamaica

FINANCIAL DEEPENING

Annual Report 2019

Bank of Jamaica was tasked with leading the

development and implementation of a financial
deepening agenda in an effort to maximize the
opportunities created by the high Jamaica dollar
liquidity environment as the Government of Jamaica
(GQJ) continued its fiscal consolidation programme. In
November 2018, the Minister of Finance and the Public
Service established a multi -agency group comprising

BOJ, Development Bank of Jamaica (DBJ), the

Financial Services Commission (FSC) and the Jamaica

Achievements in 2019

Accelerating Access to Finance — progress

on a reverse factoring electronic platform

During 2019, the DBJ continued to lead an initiative to
scale the use of reverse factoring of receivables in
Jamaica via an electronic platform. ! This is aimed at
providing compliments to traditional collateral based
financing for domestic supply chains. The
establishment of the platform falls within component 3A
of the World Bank’s US$15 million Access to Finance
project which was approved in January 2018. The
financial deepening team facilitated discussions
between the DBJ and Private Sector Organization of
Jamaica (PSOJ) to strengthen their collaboration

towards effective market engagement on the proposed

1 Under reverse factoring, a supplier receives finance in relation to its
receivables (money for goods/services delivered) by a process that is
started by the Buyer (ordering company). It allows the supplying
company to receive better finance terms than it would otherwise be

able to receive from a lender. Reverse factoring would allow suppliers

Financial Inclusion
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Stock Exchange (JSE). The team was tasked with

overseeing and executing Jamaica's Financial
Deepening Agenda, that is, a set of reforms centred on
initiatives to expand the universe of domestic assets
that are formally intermediated.

The near-term agenda included: (i) accelerating access
to finance; (ii) standardizing asset quality for sound
investment; (iii) increasing transparency and price
discovery in markets; and (iv) accelerating the creation

of domestic investible assets.

product. In collaboration with the PSOJ, industry
consultations were held in April and May 2019 with
various deposit-taking institutions and buyers (anchor
firms) to discuss the product and gauge possible

interest.

In September 2019, the DBJ selected the reverse
factoring electronic platform provider. Official letters
of intent to utilize the platform along with signed non-
disclosure agreements were submitted to the DBJ by
DTIs in December 2019. This allowed the DBJ to share

additional information about the platform with the

financial institutions.

to be paid in a timely manner for a fee that is determined between

large retailers and banks.
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Standardizing Asset Quality for Sound
Investments — incentivizing use of

independent credit ratings

The drive to standardize asset quality was centred on
establishing a programme to expand the independent
credit ratings of issuers of fixed income securities.
During the March 2019 quarter, BOJ and FSC, in
collaboration with Caribbean Information and Credit
Ratings Services Ltd (CariCris), identified a set of
ongoing and proposed regulatory reforms that would
incentivize the use of independent credit ratings.
Stakeholder meetings were held with the Jamaica
Securities Dealers Association and Jamaica Bankers’
Association in April and July 2019, to sensitise them of
impending regulatory changes and implications for
credit ratings.

Investments

The amendments to the Pensions

Regulations in August 2019 and the phased
implementation of the Liquidity Coverage Ratio (LCR)
framework effective October 2019, bolstered efforts to
incentivize the use of independent credit ratings. The
amended Pension Investment Regulations allow
pension funds to invest in an expanded pool of highly
rated instruments while the LCR framework requires
corporate debt qualifying as high-quality liquid assets
to be highly rated, among other things. The investment
grade is defined on a national scale where the GOJ
rating sets the benchmark risk-free asset price and the
ratings of all other issuers are determined by their

relative creditworthiness.
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Increasing Transparency and Price
Discovery in Markets - establishing a
trading platform for fixed income
securities

In January 2019, BOJ, JSE, FSC and the Ministry of
Finance & the Public Service met to explore options to
foster greater transparency and efficient price
discovery for GOJ securities. A new trading platform
that will accommodate the trading of fixed income
securities is being commissioned by the JSE. During
the year, the JSE, BOJ and the FSC collaborated on
creating an enabling environment to support the
effective implementation and utilisation of the new
platform. Specifically, in September 2019, the FSC’s
Board approved the modification of guidelines to allow
listed entities that have met financial disclosure
requirements to find it easier to offer debt. The FSC
also proposed amendments to the fee structure to

allow for more competitive pricing.

On 02 December 2019, the JSE National Association

of Securities Dealers Automated Quotations
(NASDAQ) trading platform was commissioned with
the migration of equities. During that month, BOJ and
the JSE had preliminary discussions regarding work to
implement the procedural interface that will be required
for the trading of GOJ bonds on the new JSE platform.
Technical assistance from the IMF was also provided
in December 2019 to strengthen the Primary Dealers’
system. This will result in a more transparent and

meaningful yield curve.

Financial Deepening
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Accelerating the Creation of Domestic
Investible Assets — GOJ entities aim to
raise funding from the market

In an effort to leverage DBJ’s privatization programme,
active discussions were held during 2019 with other
Government agencies (Port Authority of Jamaica,
Factories Corporation of Jamaica, and Urban
Development Corporation) on ways in which entities

can raise funds directly from the market.
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Quarterly Monetary Policy Report Press Conference.
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COMMUNICATIONS AND CORPORATE SOCIAL

RESPONSIBILITY

Bank of Jamaica is of the view that efficient
communication on monetary and financial stability
issues is central to the achievement of its mandate.
2019 saw further expansion of the platforms through
which the Bank interfaces with the public and to reach
a wider cross-section of society. The Bank increased
its channels of communication through social media
platforms in 2019 to include Facebook and YouTube,

Increased communication and
engagement

® Quarterly Monetary Policy Report Press
Conference

In 2019, the Bank held four press conferences aimed
at explaining its most recent monetary policy decision,
presenting a brief analysis of recent economic
developments and providing updates of its near- and
medium-term forecasts of macroeconomic variables in
the international and domestic economies. The Bank’s
quarterly monetary policy report (QMPR) was launched
at each press conference. This publication discusses,
in a non-technical manner, economic developments for
the review quarter and provides forecasts of key
macroeconomic variables, including inflation. This
report is also made available on the Bank’s website.

See Quarterly Monetary Policy Report and Quarterly

Press Conference Presentation.
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following the successful launch of its Twitter page in
2018.

During 2019, Bank of Jamaica continued to engage
in several public outreach programmes that support
education and the arts. This was consistent with the
Central Bank’s long-held view that despite the
limitations of our primary role, such service to the

community is important.

® Schedule for Policy Rate Announcements

The Bank published its schedule of eight
announcements of monetary policy decisions for 2019.
The announcements, at minimum, took the form of a
press release, which indicated the decision on the
policy rate and explained the rationale for monetary
policy actions as well as highlighted the risks to the

inflation forecast (see Calendar of Announcements).

® Financial Stability Reports

Financial system stability issues for 2019 were
communicated through highlights in the annual
Financial Stability Report and the Quarterly Macro-
Prudential Report. These reports can be viewed on the

Bank’s website at Macro-Prudential Report and

Financial Stability Report.
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http://www.boj.org.jm/publications/publications_show.php?publication_id=3
http://www.boj.org.jm/publications/publications_show.php?publication_id=12
http://www.boj.org.jm/publications/publications_show.php?publication_id=12
http://boj.org.jm/monetary_policy/monetary_policy_schedule.php
http://boj.org.jm/publications/publications_show.php?publication_id=9
http://boj.org.jm/publications/publications_show.php?publication_id=11
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Continued support for education and the
visual and performing arts

® Money Museum

Bank of Jamaica’s Money Museum is the repository for
the Bank’s collection of ancient and modern currency
and other items of Jamaican and international culture.
Patrons of all ages are welcome to tour the Bank’s
museum free of cost. In 2019, the Museum registered
6 407 visitors, with more than 95 per cent of this
number coming from schools across Jamaica, attesting
to the important role the museum plays as an

educational resource.

High School students visiting the Money Museum in

2019

® Schools’ Education Programme

The School’s Education Programme continued to
support the school curriculum in the areas of central
banking and currency. A total of 18 groups of
secondary school students, mostly from business
departments, benefited from lectures on the operations

of the Bank throughout 2019. Students interacted with

Bank staff and visited the museum and banking hall.

1 The adjustment to the value of the award was based on the cost of
pursuing a full time Masters of Science Economics programme at the
University of West Indies Mona Campus. The cost of study includes
tuition, miscellaneous costs as well as the estimated costs for

subsistence expenses, including accommodation and living

-82-

Annual Report 2019

® Seminars in Economics
The annual Revision Seminars in Economics for
students sitting the CAPE economics examination
were offered from 02 - 03 April 2019, with 604 students
registered to attend over the two-day period.
Economists from the Bank’s Research and Economic
Programming Division and the then local IMF
representative in Jamaica, Mr. Constant Lonkeng
Ngouana, made audio-visual presentations to the

students.

® G. Arthur Brown Scholarship

The 2019 G. Arthur Brown Memorial Scholarship was
awarded to Ms Melissa Foster to pursue the Master of
Science degree in Economics at the University of the
West Indies. The scholarship is for two years and
coverage began in September 2019. Effective
academic year 2019/20, the value of the award under
the G. Arthur Brown Memorial Scholarship was
increased to $900,000.00 per year from the previous

award of $350,000.00 per year.t
expenses. The value of the award under the scholarship was last

adjusted in 2004.
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@ St. Michael’s Primary School

Bank of Jamaica continued to provide support to St
Michael’'s Primary School, situated on Tower Street in
Kingston. In July 2019, the Bank subsidised the
school’s three-week summer programme. In addition,
the Bank sponsored the annual Boys’ Day and Girls’
Day and assisted with the photocopying of educational

material throughout the review year.

® Art Collection and Exhibitions

The Bank continued to encourage the work of local
artists and made additions to its art collection in 2019.
Notably, three sculptures from the Bank’s collection
were loaned to the National Gallery of Jamaica and
were shown in the retrospective exhibition on the works
of late Jamaican master sculptor Lawrence Edwards,
The Bank also mounted a Jamaican money exhibit at

the Annual Seville Expo in St. Ann.

® Lunch Hour Concerts
The monthly lunch hour concert programme continued
during 2019 and covered theatre, dance and music.

Over 3 000 patrons attended the 2019 concert series.

Annual Report 2019

® An Evening with the University Singers

The annual concert, “An Evening with the University
Singers” which is sponsored by the Bank during the
Christmas season was held at the University Chapel,
UWI, to a capacity crowd. The concert continues to be
a coveted calendar event and a “must see” for

everyone.

Dabhlia Harris (Jamaican Actress) performing at a

BOJ Lunch Hour concert

Wayne Armond of Chalice
(Reggae Band) performing at a
BOJ Lunch Hour concert

“An Evening with the University Singers”, the annual

concert sponsored by the Bank in the Christmas
season
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Achievements in 2019

Bank of Jamaica establishes itself as a
social media influencer

Bank of Jamaica expanded its channels of
communication through social media platforms in 2019
to include Facebook and YouTube, following the
successful launch of its Twitter page in 2018. This
interface has proved to be an effective tool for reaching
a wider cross-section of the public some of whom

digest their news primarily through social media.

The Twitter page has become a major success and
continues to constantly earn the Bank a flood of
commendations from local and international followers.
It has earned BOJ the unofficial title of “World’s Coolest
Central Bank” and more seriously, is already widely
regarded as the best central bank social media page in

the world.

The Bank also commenced a podcast series in mid-
2019 which is available on four platforms - Buzz
Sprout, Soundcloud, Stitcher and Apple podcast. This
initiative further enhanced the Bank’s thrust of
promoting and educating the public on the Bank’s
operations, particularly as the Bank seeks to transition

to a full-fledged inflation targeting framework.

Traditional media still remains a critical
tool

The Bank produced its inaugural flagship television

production, Centrally Speaking, which aired on

Television Jamaica (TVJ). The programme is also
available on the Bank’s digital platforms, including
Twitter, Facebook and YouTube. A radio version of the

programme aired on lrie FM as well as Radio Jamaica.

-84 -

Annual Report 2019

Topics included inflation targeting, credit reporting,

financial stability and financial inclusion.

Revolutionary inflation education
campaign continued in 2019

The Bank also continued and expanded its
revolutionary inflation education campaign launched in
2018 to

include outdoor advertising via digital

billboards nationwide in addition to the use of
traditional print, electronic media and our social media

platforms.

In 2019, BOJ also became the first central bank in the
world to have a presence at a music festival, as our
inflation advertisements were featured on the venue

video screens at Reggae Sumfest.

Feedback on the enhanced communication thrust has
been impressive. The Bank has received international
recognition for this non-traditional approach to
communication by a central bank, while in Jamaica, the
general public has displayed increased interest in the
Bank’s role in preserving price stability and the move

towards full-fledged inflation targeting.

BOJ’s “Centrally Speaking” co-hosts Sheena

Woodburn and Anna-Kaye Smith
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