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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 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.


















COMMITTEE OF ADMINISTRATION

Cont'd

-

Chevanese Morais
Division Chief,
Banking & Currency Operations

Novelette Panton
Division Chief,

Payment System and
Money Services Oversight

Carey-Anne Williams
Division Chief,
Research & Economic Programming

lan Williams
Financial Controller/Division Chief,
Finance







BANK OF JAMAICA
PRINCIPAL OFFICERS
As at 31 December 2023

GOVERNOR & SUPERVISOR
Richard Byles

SENIOR DEPUTY GOVERNOR
Wayne Robinson

DEPUTY GOVERNORS
Jide Lewis (Deputy Supervisor of
Banks)
Celeste McCalla (General Counsel)
E. George Roper
Natalie Haynes

Robert Stennett

DIVISION CHIEFS
Decoda Martin (Acting Chief Prudential Officer)

Calvin Brown

Wainet Fearon
Chevanese Morais
Carey—Anne Williams
Novelette Panton

Victor Henry

Artwell Bernard

lan Williams (Financial Controller)
Angela Foote (Chief Audit Executive)

Financial Institutions Supervisory Division

Corporate Secretary and Legal Services Division
Finance, Technology & Administration Division
Banking, Currency Operations, Payment System
and Money Services Oversight Division

Research & Economic Programming & Financial
Stability Division

Financial Institutions Supervisory Division
Human Resources Division

Financial Institutions Supervisory Division

Banking & Currency Operations Division

Research & Economic Programming Division
Payment System and Money Services Oversight
Division

Facilities Management and Protective Services
Division

Information Technology & Records Management
Division

Finance Division

Internal Audit Division









POLICY RATE

7.00%

The key policy rate remained at 7.00 per

cent during the year.

GROSS RESERVES

US$4.9 billion

The country maintained a strong reserve
position, equivalent to 116.4% of the
Assessing Reserve Adequacy (ARA) metric
at end-2023.

2023 at

INFLATION

6.9%

Throughout most of the year, annual
headline inflation continued on its
downward trend since its peak of 11.8 per
cent in April 2022 to 6.9 per cent at
December 2023.

UNEMPLOYMENT RATE

4.2%

At October 2023, Jamaica’s
unemployment rate declined to a historic
low of 4.2%.




a Glance

NO. OF DEPOSIT-TAKING
INSTITUTIONS (DTls)

11

The total number of licensed DTls operating in Jamaica
remained at 11, comprising 8 commercial banks, 1

merchant bank and 2 building societies.

DEPOSIT DOLLARISATION
RATIO

35.7%

(includes interest accrued on deposits)
With improved confidence in the Jamaica
Dollar, the ratio of deposits held in foreign
currency within DTls declined to 35.7% at

end-2023.

ASSET QUALITY

2.5%

Asset quality, as measured by the ratio of
total non-performing loans (past due 3
months and over) to total loans, was
unchanged at 2.5 per cent at end-2023,
relative to end-2022.

il

GDP GROWTH

2.6%

The economy grew by an estimated 2.6 per cent
in calendar year (CY) 2023, largely reflecting a
normalisation in economic activity, occasioned

by the economy’s rebound following the COVID-

19 pandemic.










ABBREVIATIONS

ABM Automated Banking Machine

ACH Automated Clearing House

ACL Average Circulation Life

AML/CFT Anti-Money Laundering and Combating the Financing of Terrorism
BCP Business Continuity Plan

B-FXITT BOJ Foreign Exchange Intervention and Trading Tool
BIS Bank for International Settlement

BMI Benchmark Investment

Bn Billion

BOJ Bank of Jamaica

bps Basis points

BSJ Bureau of Standards Jamaica

CAR Capital Adequacy Ratio

CARICOM Caribbean Community

CBDC Central Bank Digital Currency

CD Certificate of Deposit

CEO Chief Executive Officer

CIP Credit Information Provider

CPI Consumer Price Index

DTls Deposit—taking Institutions

EPOC Economic Programme Oversight Committee
ERPS Electronic Retail Payment Services

FATF Financial Action Task Force

FRC Financial Regulatory Committee

FSSC Financial System Stability Committee

FX Foreign Exchange

FY Fiscal Year

GDP Gross Domestic Product

GFA Gross Foreign Assets

GOJ Government of Jamaica

HRD Human Resource Development

HQLA High Quality Liquid Assets

HWEG Housing, Water, Electricity, Gas and Other Fuels
IMF International Monetary Fund
JamClear®-CSD Central Securities Depository
JamClear®-RTGS Real Time Gross Settlement

JDIC Jamaica Deposit Insurance Corporation



JMD Jamaica Dollar

JMMB Jamaica Money Market Brokers
LCR Liguidity Cash Ratio

MaFI Macro-Financial Index

Mn Million

MiPI Micro—prudential Index

MPCC Monetary Policy Consultation Clause
NIDS National Identification System

NIR Net International Reserves

NPL Non—-Performing Loans

NRA National Risk Assessment

OMO Open Market Operations

PD Primary Dealers

POS Point of Sale

PSE Public Sector Entity

QIS Quantitative Impact Study

RFI Rapid Financing Instrument

RMB China renminbi

RTGS Real Time Gross Settlement

S&P Standard and Poor’s

SBA Stand-by Arrangement

SC Supervisory Committee

SDR Special Drawing Rights

SGSC Supervisory Guidance Steering Committee
SLF Standing Liquidity Facility

us United States

USA United States of America

usSD United States dollar

UWI University of the West Indies

VR Variable Rate

WASR Weighted Average Selling Rate
WATBY Weighted Average Treasury Bill Yield
WGPSLAC Working Group on Payment Systems for Latin America and the Caribbean
WT] West Texas Intermediate (crude oil)

Y-0-Y Year—over—Year
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OVERVIEW BY

THE GOVERNOR

Bank of Jamaica (BOJ) remained focused on the attainment of its
mandate of price and financial system stability throughout 2023. While
headline inflation recorded a general downward trend during the year,
it remained above the Bank’s target range and continued to reflect
significant upside risks. In this context, the Bank opted to maintain a
tight monetary policy posture by continuing its suite of measures.
Despite several challenges, real economic activity within the Jamaican
economy continued to expand. In addition, the unemployment rate fell
to a historic low, the financial system remained sound and well-
capitalised, foreign reserves remained robust.

Annual headline inflation at December 2023 was 6.9 per cent, lower than the 9.4 per cent recorded a year earlier.
Underlying or core inflation (which removes the impact of changes in food and fuel prices from headline inflation)
also decelerated to 5.7 per cent at December 2023 from 8.5 per cent at the end of the previous year. The
deceleration in headline inflation was largely facilitated by the Bank’s tight monetary policy posture and was
supported by falling international commodity prices, particularly for grains, crude oil and liquid natural gas (LNG).

During the year, the Bank, through its Monetary Policy Committee (MPC), met eight times to contemplate a
monetary policy decision. On all these occasions, the Committee decided to reaffirm its tight monetary policy
posture of maintaining: (i) the Bank’s policy rate at 7.0 per cent per annum; (ii) tight Jamaica dollar liquidity
conditions via the use of Open Market Operations (OMOs); and (iii) relative stability in the foreign exchange market
via the provision of US dollar liquidity support. In support of this posture, the Bank also implemented an increase
of one percentage point in the Cash Reserve Requirements (CRRs) applicable to DTls, effective 01 April 2023. In
addition, the interest rate corridor was widened from 200 basis points to 300 basis points effective 21 November
2023, as such, the rate on the Bank’s Standing Liquidity Facility (SLF) increased from 9.0 per cent per annum to
10.0 per cent per annum. Additionally, on 06 November 2023, the Bank removed the absolute limit on FX net open
positions (FXNOP) applicable to Authorised Dealers, in an effort to promote relative stability in the exchange rate.
The MPC emphasized that future monetary policy decisions would depend on incoming data related to the strength
of the potential risks to inflation. Going forward, the MPC indicated its readiness to take the necessary actions,
including further tightening its monetary policy posture, if the emerging upside risks to inflation materialise.

Real economic activity is estimated to have expanded by 2.6 per cent in 2023, a slower pace than the growth of
5.2 per cent in 2022. The slowdown largely reflected a normalisation in economic activity following the economy’s
rebound from the COVID-19 pandemic over the prior two years. Real GDP growth in 2023 largely reflected
expansions in Mining & Quarrying as well as Tourism and its affiliated services. A significant growth in Mining &
Quarrying was underpinned by increased alumina production, due to higher capacity utilization, while the expansion
in Tourism and its affiliated services was bolstered by increased seat and room capacity as well as continued
robust promotion.

Jamaica’s gross foreign assets (GFA) increased during 2023, relative to the previous year, remaining well above
levels considered adequate. The increase in the GFA predominantly reflected the impact of receipts from the IMF’s
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Resilience and Sustainability Facility (RSF), net foreign currency purchases by BOJ as well as inflows to the
Government from its global bond liability management exercise. Notably, Jamaica’s sovereign bond ratings
improved in 2023 in the context of the country’s significant progress with debt reduction, continued deployment of
prudent fiscal and macroeconomic policies and the generally positive economic performance and outlook.

Despite elevated inflation and interest rates, Jamaica’s financial sector remained stable. Deposit-taking institutions
(DTlIs) maintained capital adequacy ratios (CAR) above the regulatory benchmark and reflected resilience to
hypothetical market, credit and liquidity risk shocks. Similarly, standard indicators of financial health for the DTls,
in particular, capitalization, liquidity, profitability and asset quality measures were generally stable. Private sector
credit continued to grow during the year, albeit, below pre—pandemic levels.

On 23 January 2023, the Minister of Finance and the Public Service announced that Jamaica would be transitioning
to the “Twin—Peaks” regulatory framework of financial sector regulation and supervision. Under this framework,
BOJ will be responsible for the prudential supervision of all financial institutions operating within Jamaica and the
Financial Services Commission (FSC) will be responsible for market conduct and consumer protection oversight.
Significant work was carried out by both BOJ and the FSC towards implementing this new model during the year,
including the approval of a concept paper for the implementation of this framework in September 2023.

Over the review year, significant work also continued on a number of key initiatives pertaining to banking supervision,
including the implementation of Phase | of the Basel Ill Framework. Given the critical role that DTls play in ensuring
the safety and soundness of the financial system, the Bank also dispatched a Supervisory Guidance on “Corporate
Governance: Board Oversight” in July 2023, which outlined minimum supervisory expectations that DTls must
incorporate in their governance frameworks.

During 2023, the Bank commenced the implementation of a Risk-Based Supervisory (RBS) framework for the
cambio sector. The RBS approach facilitated targeted Anti-Money Laundering (AML)/Combatting the Financing of
Terrorism (CFT)/Combatting the Financing of the Proliferation of Weapons of Mass Destruction (CFP) monitoring
through more efficient employment of the supervisory resources in assessing the compliance framework of each
entity, in keeping with its inherent risk and implications for financial system stability.

Bank of Jamaica’s oversight of the Financial Market Infrastructures (FMIs) remained focused on mitigating systemic
risk and improving the safety, reliability and efficacy of the payment, clearing and settlement framework for
domestic payments during the review year. Key achievements for the review period included continued preparatory
work to expand the Central Bank Digital Currency, JAM-DEX® ecosystem, which included the development of a
Merchant Strengthening strategy and engagement with an external technology service provider to bolster merchants'
acceptance. In addition, another financial institution was onboarded as a wallet provider, bringing the total number
of external wallet providers to three. Activities to allow JAM—-DEX® to be used at point-of-sale terminals also began
during the year. In addition, Cabinet approved the submissions for the proposed amendments to the Payment
Clearing and Settlement Act, 2010 to enhance the Bank’s supervisory powers over Payment Service Providers (PSP)
and FMIs during 2023. Other major achievements, during the year, were the introduction of revised retail payment
forms to enhance the capturing of data from DTls and Bill Payment Service Providers and the advancement of the
project to adopt ISO 20022 in the JamClear® Systems and other retail payment systems.

On 15 June 2023, for the first time since the original banknote series was issued in 1969, the Bank introduced a
newly redesigned family of banknotes. The new series comprised of six denominations including the introduction
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of a $2000 banknote. The upgrade of Jamaica’s banknotes was aimed at inter-alia: (i) enhancing the security of
the banknotes to combat counterfeiting; (ii) better satisfying the needs of the visually impaired; (iii) providing cost
savings to Bank of Jamaica since the new banknotes are more durable; (iv) ensuring a clear distinction between
the different denominations; and (v) honouring all our National Heroes and deceased Prime Ministers.

For the review year, the Bank’s Board of Directors, its board committees as well as the statutory committees
achieved and, in some instances, exceeded the stipulated number of meetings required.

While the Bank maintained hybrid work—=from—-home arrangements throughout the year, there was an incremental
increase in the number of employees returning to on-site work. In addition, the Bank continued to place special
emphasis on staff engagement activities and initiatives to promote learning and development of staff, in line with
its strategic plan.

In 2023, Bank of Jamaica continued to execute its strategic plan, which primarily focused on its mandate of
ensuring price and financial system stability, alongside embracing digital and cultural transformation. Progress was
also made on the Account Portability and e—KYC sharing projects, aimed at enhancing competition in the banking
system. Additionally, noteworthy strides were made in the implementation of a Special Resolution Regime (SRR)
project, geared towards strengthening the country's resolution framework for financial institutions, as well as the
Jamaica Financial Reporting Information Management System (JamFIRMS) Il information technology solution. The
Bank also procured a Human Capital Management system (HCMS) to enhance the efficiency of human resource-
related processes. Furthermore, a culture assessment conducted by the Bank during the year prompted initiatives
such as a Rewards & Recognition Framework, aimed at fostering fairness and transparency in rewards and
recognition practices.

Bank of Jamaica remained committed to pursuing effective communication as a vital component of its proactive
policy and moral suasion efforts, aimed at promoting low, stable and predictable inflation while fostering stability
in the financial system. Accordingly, during the year, various initiatives were implemented across diverse
communication channels to augment the effectiveness of monetary policy. Additionally, the Bank’s commitment
to engage in community outreach and welfare programmes as well as initiatives to support education and the arts
was maintained. This commitment aligns with its enduring belief that corporate social responsibility is of paramount
importance.

In conclusion, despite the challenges faced in 2023 that posed obstacles to achieving the primary goal of price
stability, Bank of Jamaica remained unwavering in its dedication to effectively fulfil its mandate. Accordingly, the
Bank will maintain heightened surveillance of the global and domestic economies for potential risks to price and
financial system stability and is prepared to take appropriate actions when necessary. | wish to thank the members
of the Board, members of the statutory committees, management and staff for their diligence and extraordinary
commitment to excellence as the Bank seeks to become the world’s leading central bank, contributing to the
development of Jamaica.

Richard Byles






ROLE AND FUNCTIONS

Bank of Jamaica (BOJ), established by the Bank
of Jamaica Act (1960), is responsible for the
implementation of sound and consistent monetary
policies, while ensuring financial system stability
through robust supervisory and regulatory policies.
Under the Bank of Jamaica (Amendment) Act,
2020, the principal objectives of the Bank shall be
the maintenance of price stability and financial
system stability with the primary objective being the
maintenance of price stabilitv.

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,
Inter alia, in changes in the rate offered to deposit—
taking institutions on overnight placements with Bank
of Jamaica. Monetary policy decisions are taken by
majority vote by the five-member MPC.

2. Financial System Stability

BOJ has supervisory and regulatory oversight of
commercial banks and other licensed DTls. 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 role of supervisory and
financial system stability oversight in collaboration with
the Financial Services Commission (FSC) and the
Jamaica Deposit Insurance Corporation (JDIC)
through three statutory committees: the Financial

Our Mission Statement

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.

System Stability Committee (FSSC), the Financial
Regulatory Committee (FRC) and the Financial Policy
Committee (FPC).

Other Responsibilities

In addition to the primary mandates of maintaining
price stability and financial system stability, the Bank
is responsible for:

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

e the issue 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 2023

On 23 January 2023, the Minister of Finance and the
Public Service announced that the country would be

transitioning to the  “Twin—-Peaks” regulatory
framework of financial sector regulation and
supervision. Under this framework, BOJ will be

responsible for prudential supervision of all financial
institutions operating within Jamaica while the FSC will
be responsible for market conduct and consumer
protection oversight of the financial sector.

Monetary Policy Financial System Stability



https://boj.org.jm/core-functions/monetary-policy/
https://boj.org.jm/core-functions/financial-stability/
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GOVERNANCE

The Bank of Jamaica (Amendment) Act, 2020,
stipulates that the Governor, is the Chief
Executive Officer of the Bank as well as the

Chairman of the Board of Directors. Other
Directors of the Board include the Senior
Deputy Governor, a Deputy Governor

Provisions under BOJ (Amendment) Act, 2020

Annual Report 2023

appointed by the Governor General in Council
and five independent directors appointed by
the Governor General in Council. The amended
law allows for longer terms for Board Directors
and continuity across political cycles.

The Bank of Jamaica Act, as amended in 2020
(and which amendment took effect in 2021),
stipulates that the Governor, who is appointed for a
period of five years and is eligible for
reappointment, 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, a Deputy Governor
appointed by the Governor General in Council on
the recommendation of the Board, and five
independent directors appointed by the Governor
General in Council. The Governor, Senior Deputy
Governor and the Deputy Governor are ex—officio
members of the Board. Under the Bank of
Jamaica (Amendment) Act, 2020, the Board term
for the independent directors is ten years with
appointments staggered so that only one Board
position expires every The initial
appointments were staggered at ten, eight, six,
four and two years, respectively, with the directors
so appointed being eligible for reappointment

two years.

Board of Directors

following the expiry of their respective terms for a
further term of 10 years. The provisions of the
amended law allow for longer board terms and
continuity across political cycles. Under the
amended law an employee of Government, a
statutory body or authority, an Executive Agency or
Government company does not qualify for
appointment to the Board.

Additionally, the oversight responsibilities of the
Board were strengthened to include oversight of
the statutory committees of the Bank to ensure
that these committees are effectively discharging
their statutory mandates while not interfering with
their decision—-making functions.

During 2023, sittings of the Board, Board
Committees and Statutory Committees continued
to be held virtually with the concurrence of
members. One in—person meeting of the Monetary
Policy Committee was held in March 2023.

Under the Bank of Jamaica Act as amended in
2020, the Board is comprised of eight members,
three ex—officio members and five appointed

members.
® Membership

At 31 December 2023, the ex—officio members of
the Board of Directors were: Governor Richard

Governance

Byles (Chairman), Senior Deputy Governor Dr
Wayne Robinson and Deputy Governor Edmond
George Roper. The appointed members of the
Board were: Dr Christine Clarke, Mrs. Andrea Coy,
Mr. Richard Pandohie, who was appointed to the
Board effective 31 January 2023 to 15 April 2025,
and Mr. Richard Powell. Mr. Howard Mitchell, who

was first appointed to the Board of Directors for a
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two—year period effective 16 April 2021, indicated
his unavailability for renewal of appointment on
expiry of his appointment. The Bank recorded its
appreciation to Mr. Mitchell for his sterling
contribution to the Board over the period of his
tenure. At 31 December 2023, there was one
vacancy on the Board consequent on the expiry of
Mr. Mitchell’s appointment.

® Board of Directors’ Meetings
The Board held 11 meetings in 2023, exceeding
the legal stipulation 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:
the Audit and Risk Committee, the Budget
Committee and the Human Resource Development
(HRD) Committee. These committees have terms
of reference, approved by the Board, outlining their
respective responsibilities.

Statutory Committees
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The Audit and Risk Committee was chaired by Dr
Christine Clarke with the other members being Mrs.
Andrea Coy and Mr. Richard Pandohie who was
appointed with effect from 26 April 2023. The
Committee, which is required to meet at least four
times per year, met six times in 2023.

The Budget Committee was chaired by Mr. Richard
Powell. The other member of the Committee was
Dr Wayne Robinson. There was one vacancy at the
end of December 2023. This committee met twice
in 2023, satisfying the minimum requirement.

Mrs. Andrea Coy chaired the HRD Committee with
the other members being Mr. Richard Pandohie,
who was appointed with effect from 26 April 2023,
and Mr. Richard Powell. This Committee is required
to meet quarterly or more often, as necessary. Six
meetings were held during 2023 (see Table 1).

The statutory committees of the Bank are: the
Supervisory Committee (SC), established by the
Banking Services Act of 2014; the Financial
System Stability Committee, established by the
2015 amendment to the Bank of Jamaica Act; and
the Monetary Policy Committee and Financial
Policy Committee, established by the 2020
amendment to the Bank of Jamaica Act which was
brought into effect on 16 April 2021. There is also
the Financial Regulatory Committee, which is a
committee of regulators established to facilitate
the exchange of regulatory information. The
establishment of the FRC was recognized in
statute through amendments to the Bank of
Jamaica Act that were effected with the passage
and promulgation of the Banking Services Act.
Meetings of these statutory committees were
chaired by the Governor (see Table 2).

® Supervisory Committee

The Banking Services Act (BSA) 2014, section
6(1), established the Supervisory Committee (SC)
as the final decision—making authority in the
prudential regulation and supervision of deposit—
taking institutions and the financial groups of which
they are a part. In that regard, the SC is
responsible for functions set out at section 7(1) of
the BSA, which include making determinations on
the granting, refusal and revocation of licences,
among other matters. The SC is empowered to
ratify, veto or vary supervisory determinations and
accept or reject recommendations made via the
Bank’s supervision department. The establishment
of this committee strengthened the accountability,
transparency and general governance structure of
the Bank’s regulatory framework.

Governance
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Table 1: Board of Directors’ Meetings and Board Committee Meetings for 2023

Committee

Board of Directors

Audit and Risk Committee

Budget Committee

Human Resource Development
Committee

Governance

Chair

Governor Richard

Byles

Christine Clarke

Richard Powell

Andrea Coy

Mandate

The Board is responsible for
strategy, policies, general oversight
and administration of the affairs of
the Bank. In carrying out these
functions the Board provides
oversight of the performance of the
Bank and the Governor. It s
provided by the Bank of Jamaica
Act that in carrying out its
responsibilities the Board is required
to oversee the general functions of
the statutory committees of the
Bank, (save and except for the
decisions made by said
committees) in order to ensure that
said functions are carried out in
accordance with their statutory
mandate.

The Committee assists the Board in
executing its mandate to provide
effective independent oversight of
the Bank's financial reporting
process, system of internal
controls, internal audit, external
audit, the enterprise risk
management functions, and
compliance with relevant laws and
regulations.

This Committee is 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.

The Committee has the
responsibility for reviewing,
monitoring and making

recommendations to the Board on
human resources strategy and
policies.

No. of meetings

11
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There are five members of the SC, three of whom
are ex—officio and two persons external to the Bank
and appointed by the Governor General in Council for
a period of five years. The Governor is the Supervisor
as provided by the Bank of Jamaica Act. Ex—officio
members are the Supervisor, the Deputy Supervisor
and a member of the senior executive staff of the
Bank who has responsibility for the Bank’s financial
stability oversight. At 31 December 2023, the
members of the SC were Governor Richard Byles,
who is the Supervisor of banks, financial holding
companies and other specified financial institutions,
Deputy Supervisor Dr Jide Lewis, Senior Deputy
Governor Dr Wayne Robinson, Ms Shirley—Ann Eaton
and Professor David Tennant. Under the BSA, the SC
is empowered to meet at such times as may be

necessary or expedient for the transaction of
business. Accordingly, the SC held six meetings
during 2023.

® Financial System Stability Committee

The FSSC provides support to the Bank in respect of
the identification and mitigation of systemic threats
to the financial system. The functions of the FSSC
are outlined at section 34M of the Bank of Jamaica
(Amendment) Act, 2015. For 2023 the activities of
the FSSC largely focused on: (i) undertaking
assessments in relation to developments in the
financial system and international markets as well as
the links between the financial sector and
developments in other sectors of the Jamaican and
the global economies; (ii) giving oversight to the
design and conduct of periodic stress tests regarding
plausible systemic threats to the stability of
Jamaica’s financial system; and (iii) recommending
policies to the FPC to assist with the fulfilment of the
Bank’s financial system stability mandate.

There are eight members of the FSSC: six ex—officio
members and two members 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
Senior Deputy Governor or other Deputy Governor or
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 (ED) of the Financial Services
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Commission and the Chief Executive Officer (CEQ) of
the Jamaica Deposit Insurance Corporation.

' The FSSC provides support to the
Bank in respect of the identification
and mitigation of systemic threats to
the financial system. “~

At 31 December 2023, the members were Governor
Richard Byles, Senior Deputy Governor Dr Wayne
Robinson, Deputy Supervisor Dr Jide Lewis, Financial
Secretary Darlene Morrison, Lieutenant Colonel (Lt
Col) Keron Burrell, who was seconded from Bank of
Jamaica to the FSC as Executive Director effective
31 January 2023, Miss Antoinette McKain (CEO of
JDIC), Mr. David Marston and Dr Lavern McFarlane.
Four meetings of the FSSC were held during 2023.

® Monetary Policy Committee

The Monetary Policy Committee of the Bank was
established by the Bank of Jamaica (Amendment)
Act, 2020, which was passed in December 2020 and
brought into effect on 16 April 2021. The Act states
that the principal objectives of the Bank shall be the
maintenance of price stability and financial stability,
with the primary mandate being the maintenance of
price stability. In this regard, the MPC has the
responsibility for determining the monetary policy of
the Bank. As stated by the Act, in carrying out its
functions, the MPC is required to achieve and
maintain price stability as defined by the inflation
target set by the Minister of Finance and the Public
Service.

There are five members of the MPC, three ex—officio
members and two members external to the Bank and
appointed by the Governor General in Council. The
appointed members were each appointed for a five—
year term, effective 16 April 2021. The three ex—
officio members are the Governor (Chairman), the
senior executive responsible for monetary policy and
another senior executive appointed by the Board. At
31 December 2023, the ex—officio members were
Governor Richard Byles, Senior Deputy Governor Dr
Wayne Robert
Stennett. The appointed members were Dr Nadine

Robinson and Deputy Governor

Governance
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McCloud and Mr. David Marston. During the year, 24
meetings of the MPC were convened to discuss in
depth matters related to financial intermediation, the

Table 2: Statutory Committees Meetings for 2023

Annual Report 2023

Committee

Supervisory Committee

Financial System Stability
Committee

Monetary Policy Committee

Financial Policy Committee

Financial Regulatory Committee

monetary policy transmission mechanism and
inflation.
Mandate No. of
meetings
The SC provides prudential regulation and supervision of 6
deposit—taking institutions, their financial groups and
holding companies.
The FSSC identifies systemic threats to the financial 4
system and recommends and assists with engaging
mitigating measures.
The MPC determines the monetary policy of the Bank 24
through its consideration of the results of research and
analysis relevant to financial markets, the domestic
economy and the international economy.
The Committee is responsible for financial policies of the 6
Bank including those related to prudential supervision and
macro—prudential policy (financial system stability). The
FPC is also responsible for matters relating to the
payments and settlements systems, credit reporting and
other financial policy matters for which the Bank is given
responsibility.
The FRC facilitates information—sharing, coordination and 7

cooperation among regulatory authorities.

® Financial Policy Committee

The Financial Policy Committee (FPC) of the Bank
was established by the Bank of Jamaica
(Amendment) Act, 2020 and is charged with the
responsibility for determining the financial policies of

the Bank, that is those policies that govern the
conduct and promote the proper functioning of the
financial system. Additionally, the FPC has

responsibility for decisions on all issues related to
financial policy including: (i) prudential supervision
and macro—prudential policy; (i) financial policies
related to the regulation of remittances and cambios;
(iii) payments and settlements systems; (iv) credit
reporting; and (v) other financial policy matters for
which the Bank is given responsibility.

The FPC is comprised of six members, two
appointed members external to the Bank and four

ex—officio members. The appointed members were

Governance

each appointed by the Governor General in Council
for a five—year term, effective 16 April 2021. The four
ex—officio members are the Governor (Chairman),
the Senior Deputy Governor, the senior executive of
the Bank responsible the stability
oversight function or, where such person is either the
Governor, Senior Deputy Governor or Deputy
Supervisor, such other senior executive of the Bank
determined by the Board, and the Deputy Supervisor.
At 31 December 2023, the members were Governor
Richard Byles, Senior Deputy Governor Dr Wayne
Robinson, Deputy Supervisor Dr Jide Lewis, Deputy
Governor Natalie Haynes, Mrs. Myrtle Halsall and
Professor David Tennant. Under the BOJ
(Amendment) Act, 2020, the FPC is mandated to
hold a minimum of four meetings per year. During
2023, six meetings were held.

for financial



Bank of Jamaica

® Financial Regulatory Committee

The FRC ((formerly the Financial Regulatory Council)
is an inter-agency committee of regulators
established in 2000 for the purpose of cooperation
and information exchange. This committee’s
operations are set out in a Memorandum of
Understanding (MOU) which was initially established
in 2000 but was replaced by an updated MOU dated
14 March 2018. The committee was given a
statutory basis in 2014 by the 2014 amendment to
the Bank of Jamaica Act which was consequentially
amended with the passage and promulgation of the
BSA. Under the MOU each member agrees to
facilitate information—sharing, coordination and
cooperation with a view to: (i) facilitating a member’s
effective performance of their statutory duties; (ii)
minimizing opportunities for regulatory arbitrage; (iii)

The Supervisory Appeals Board
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adequately preparing for intervention and other
regulatory actions; and (iv) reducing the regulatory
burden, among other objectives. In general,
objectives focus on those policies and procedures
appropriate to the strengthening and regulation of the

financial system.

There are four ex—officio members of the FRC: the
Governor (Chairman); the Financial Secretary; the
CEO of the JDIC; and the Executive Director of the
FSC. At 31 December 2023, these persons were
Governor Richard Byles, Miss Darlene Morrison, Miss
Antoinette McKain and Lt Col Keron Burrell who was
seconded from Bank of Jamaica to the FSC effective
31 January 2023. The FRC is statutorily required to
meet at least seven times each year. During 2023
seven meetings were held.

The Supervisory Appeals Board (SAB) was
established by section 27 of the BSA to hear appeals
made by persons aggrieved by a decision of Bank of
Jamaica’s Supervisory Committee or the Supervisor
(the BOJ Governor) on certain specified matters,

namely:

decisions as to whether a person is fit and
proper;

objections as to whether an external
auditor is an eligible auditor or any
decision for removal of an external auditor;
and

(i)  questions of compliance with a code of
conduct.

In 2021, the SAB was operationalized by the
appointment of its first members by the Governor
General on the advice of the Minister with
responsibility for Finance:

Executive Compensation

Hon. Ms. Justice Ingrid Mangatal (retired

Judge). She resigned from the Board
effective 15 December 2022;

(i)  Mrs. Audrey Anderson, C.D., (retired
Senior Deputy Governor, Bank of
Jamaica); and

(i)~ Mr. Barrington Chisholm, J.P., (retired
banker).

The appointments of both Mrs Anderson and Mr
Chisholm expired 08 February 2023. The Bank awaits
information regarding the appointment of persons to
the SAB.

The draft Supervisory Appeals Board Rules and
Process is to be finalised by the Office of the
Parliamentary Counsel.

The Bank’s Executive Management comprises the
Governor, Senior Deputy Governor and five Deputy
Governors. These officers were appointed under

fixed—term contracts as provided for under the Bank
of Jamaica Act.

Governance
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The salary and allowances of Executive Management
for the year ended 31 December 2023 are described
below:

(i)  Salary Range of Executive Management
. $18 334 025.28 — $33 218 756.52
(i)  Allowances — Deputy Governors
. $2 262 178.75 — $6 335 776.68

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 the end of 2023, the Senior Deputy
Governor and four of the Deputy Governors were
members of the non—contributory pension scheme
sponsored by the Bank. The Governor and one
Deputy Governor were 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

Governance
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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 who are also
non—-ex—officio members are paid an annual retainer
and per meeting fees as approved by the Minister of
Finance and the Public Service. These Directors are
not eligible for staff-related benefits.

Appointed members of the statutory committees who
are also non—executive and non—ex—officio members
are also paid an annual retainer and per meeting
fees as approved by the Minister of Finance and the
Public Service. This applies to all statutory
committees of the Bank, namely the Supervisory
Committee, the  Financial  System Stability
Committee, Monetary Policy Committee and
Financial Policy Committee. Statutory Committee
members are not eligible for staff-related benefits.
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BOJ staff participating in an activity at a staff engagement event.

Administration
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ADMINISTRATION
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The year 2023 was one of new and expanding
mandates for Bank of Jamaica, particularly as
it related to the regulation of the non—banking
sector and the introduction of an
implementation framework for the Twin Peaks
regulatory regime. Therefore, great emphasis
was placed on bolstering the talent pool and
professional development within the divisions
significantly impacted by the regulatory regime

BOJ increases staff complement in 2023

At 31 December 2023, the Bank’s staff complement
was 690, comprising of 500 permanent staff and
190 staff on fixed—term contracts. During the year,
54 persons were recruited while 30 staff exited the
organization through retirement, resignation and
termination.

Organisational reviews continued

The Bank’s organisational development programme
continued to focus on strengthening the
effectiveness and efficiency of the organisational
arrangements to include structures. Of significance
was the conclusion and approval of organisational
reviews for four business units. The completed
organisational reviews were in direct support of the
Bank’s objective of price stability, specifically the
operations of the financial market through the Market
Operations and Analysis Department. At end-2023,
the completed reviews resulted in a 71 per cent
achievement rate against a target of 75 per cent of
all business units reviewed.

Learning and development initiatives
supported major strategic imperatives

During 2023, Bank of Jamaica strategically focused
on aligning initiatives, developing leadership,
upskilling staff in pivotal competency areas while
also proactively responding to and preparing for
emerging needs and priorities. A total of 162

Administration
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implementation. Additionally, the Bank
continued its thrust towards staff engagement
and a number of strategic initiatives continued
during the year, including but not limited to: (i)
the Enhanced Employee Engagement
Programme; (i) the Human  Capital
Management System Project; and (iii) the
Organization Structure Review Project.

interventions were coordinated and executed in 2023,
which represented a 20 per cent increase over 2022.
Of note, the Bank achieved a first—time—ever 99 per
cent training score against a target of 80 per cent,
through specialized curated courses in response to
emergent needs and the dynamic regulatory
landscape and attendant capacity building
requirements. "

Deputy Governor E. George Roper and fellow staff member

Mrs Mead Harrow at Annual Employee Awards ceremony

Governor Richard Byles pins Governor’s award recipient Mrs

Omally-Johnson (Application Specialist) at Annual Employee
Awards ceremony

" The training score refers to the percentage of staff exposed to at
least one training opportunity during the course of the year.
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Significant among the interventions were the signing
of a contract with Oxford University for a customised
leadership development programme for BOJ, the
launch of Lead Phase Il, which for the first time,
included level 12 supervisors and Performance
Coaching for the Financial Institutions Supervisory
Division’s Senior Management Team.

Employee relations climate remained

stable during the year
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on how the Bank will treat with OHS matters, was
drafted and approved during the year.

BOJ Pension Fund comprises 1159
members

The Industrial Relations (IR) climate was stable
during the period under review. IR issues raised were
successfully resolved internally. The negotiations for
improved wages and benefits with the staff
representative groups were successfully completed
and implemented.

An Occupational Health and Safety (OHS) Policy,
that provides the framework and guiding principles

Membership in the BOJ Pension Fund was 1 159 as
at 31 December 2023. This comprised 498 active
members, 499 pensioners, 113 deferred pensioners
and 49 beneficiaries (45 spouses and 4 dependent
children). Of the 498 active members, 257 or 52 per
cent were vested.

BOJ Staff showing their support for their high schools during the week of ISSA’s Boys and Girls high school athletic

championships
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STRATEGIC PLAN 2021-2023

During 2023, the Bank continued to execute its
2021 to 2023 strategic plan. This plan has three
areas of focus: (i) supporting the achievement of
the Bank’s mandate, which is to maintain price
stability and financial system stability; (i) digital
transformation, which is geared towards

Moving to a “Twin Peaks Model”

During the review year, significant progress was
made in executing the strategic plan. In addition, a
major initiative, the Implementation of Twin Peaks in
Jamaica project, was added and incorporated into
the plan. This followed an announcement by the
Minister of Finance and the Public Service (the
Minister), on 23 January 2023, that the country
would be moving to a “Twin Peaks Model” of
financial sector regulation and supervision. Under
this model, BOJ will be responsible for prudential
supervision of all financial institutions operating
within Jamaica while the FSC will be responsible for
market conduct and consumer protection oversight
of the financial sector.’

Significant work was carried out by both BOJ and
FSC towards implementing this new model and a
key milestone was reached on 29 September 2023
when the concept paper for Implementation of the
Twin Peaks Model of Financial Regulation in
Jamaica was approved by the Minister.

upgrading processes to improve efficiency; and
(i) culture transformation, which is geared
towards ensuring that the entire BOJ team is
engaged and demonstrates the Bank’s core values
on a consistent basis.

Governor Richard Byles

A major (nitiative, the Implementation of Twin Peaks in
Jamaica project, was added and incorporated into the plan.

' This represents a significant shift from the current sector-by-
sector—based approach, in which BOJ has oversight of DTls and
the FSC has oversight of non—bank financial institutions.

Strategic Plan
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In addition to the work carried out on the Twin
Peaks project during the year, progress was made
on the Bank’s Account Portability project. With the
assistance of the World Bank, research was carried
out on other countries’ experiences with deposit
and credit portability. This research, along with
other studies that are being undertaken, will be
used to determine the most appropriate modality
for and the feasibility of account portability in
Jamaica. The intention is to make it easier for
customers to move their accounts from one
financial institution to another, which should
increase competition in the banking system and
incentivise DTIs to adjust their rates in line with
BOJ’s policy rate more speedily. This would have
the effect of strengthening the monetary policy
transmission mechanism and improving the Bank’s
ability to maintain inflation within the targeted
range.

In 2023, meaningful progress was also made on
the Implementation of a Special Resolution Regime
(SRR) project. This project is geared towards

Annual Report 2021

strengthening the country’s resolution framework
for financial institutions. The SRR will establish a
framework to make it feasible to resolve financial
institutions that are no longer viable and have such
resolutions done in a manner that does not cause
severe disruption in the financial system. During the
year, Cabinet approved the submission for the
preparation of drafting instructions for SRR
legislation, and at end—2023, the draft bill was in
the process of being prepared. The Bill is expected
to be passed in Parliament in 2024.

To ensure that the Bank is in a position to
effectively undertake its mandate, continued focus
was placed on attracting and retaining a
competent cadre of central bankers. Following a
review of the Bank’s compensation philosophy in
2022, when team members' basic salaries were
realigned to the 50" percentile of the market, basic
salaries were moved to the 60" percentile of the
market in 2023. The Bank’s management is
committed to reviewing compensation on an
annual basis and making the relevant
recommendations in accordance with policy.

Senior Deputy Governor Wayne Robinson, Deputy Governor Robert Stennett
and Governor Richard Byles
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The roll-out of the country’s Central Bank Digital
Currency, JAM-DEX, continued in 2023. Sagicor
was onboarded as a wallet provider, bringing the
total number of external wallet providers to three.?
Activities to allow JAM—-DEX to be used at point—
of—sale terminals also began during the year.

Implementation of the JamFIRMS Il information
technology solution advanced in 2023.3 This
solution is intended to reduce the turnaround times
for: (i) carrying out updates to corporate profiles;
(ii) undertaking fit and proper assessments; and
(iii) assessing licensing and approval applications.
DTls began using the module that deals with
corporate profiles in 2022 and, at end-2023, the
other two modules were deployed into production.
It is expected that DTls will be able to begin using
those modules in the first quarter of 2024.

In 2023, the procurement of a Human Capital
Management (HCM) system was completed. By
the end of the year, configuration of the system
was in train. The HCM system is being
implemented to improve the efficiency and
effectiveness of the Bank’s human resource (HR)
related processes. Rather than having disparate
HR-related systems, there will be one centralised
HR system. The system will allow team members

Annual Report 2023

to access and upload information and will also
provide data analytics that will enhance the HR
decision—making process.

Procurement related to the Bank’s Key Information
for Organisational Strategic Knowledge (KIOSK)
project advanced during the year. Under this
project, a centralised data repository will be
implemented that will function as the “single
source of truth” for statistical and econometric
data across the Bank. The acquisition and
dissemination of data will also be streamlined and
thus improve the Bank’s efficiency in carrying out
its mandate. By end—-2023, the Bank had selected
a system vendor and approval to proceed with that

vendor was being sought from the relevant
authorities.
Another initiative that is being undertaken to

improve efficiency within the Bank is the Enterprise
Document and Records Management System

(EDRMS) project. It aims to improve the
management of all of the Bank's records.
Challenges were experienced in the

implementation of this project during the year,
mainly related to the configuration of the software
to satisfy data protection requirements. As at end-
2023, steps were being taken to address the
issues.

2 The other external wallet providers are JN Bank and National
Commercial Bank (NCB).

8 JamFIRMS - Jamaica Financial Reporting Information
Management System
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During the year, a range of activities were executed
that were geared towards enhancing employee
engagement. Many of these activities were held
face—to—face. This was a welcomed change from
the three previous years during which most activities
had to be conducted virtually or using a hybrid
modality due to the issues posed by the COVID-19
pandemic.

Importantly, a culture assessment was conducted in
2023. This involved surveying and holding focus

Extending the Strategic Plan into 2024

During 2023, the Bank’s strategic plan for the period
2021 — 2023 was reviewed. The management and
Board agreed that it remained appropriate and, as
such, the decision was taken to continue with that plan
in 2024. Thus, the work that was in progress at the
end of 2023 will continue in earnest in 2024. All of this
work is geared towards achieving the Bank’s mandate

-19 -
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group sessions with the Bank’'s team members to
ascertain their perceptions of the organisation’s
culture. At the end of the year, the findings were
being used to determine the next steps to be taken
under the Culture Transformation Programme.

In 2023, management approved a Rewards &
Recognition Framework. This framework  will
facilitate fairness and greater transparency in the
areas of rewards and recognition, which should
engender greater trust within the BOJ team.

BOJ staff enjoying the festivities at staff engagement event
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and realizing the vision of becoming the world’s
leading central bank contributing to the development
of Jamaica.

Strategic Plan
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Jamaica’s Inflation Rate Trending Down
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During the review year, domestic inflation continued
on the downward trend, following the peak of 11.8
per cent in April 2022. Supported by falling
international commodity prices, this deceleration
was largely facilitated by the Bank’s tight monetary
policy posture. Inflation, however, exceeded the
Bank’s target of 4.0 to 6.0 per cent for most of the
year. In an effort to guide inflation back within the

target,

BOJ maintained its tightened monetary
policy stance in 2023

Domestic inflation, while decelerating from its peak
of 11.8 per cent in April 2022, continued to breach
the upper—end of the Bank’s target of 4.0 to 6.0 per
cent throughout most of the year. This performance
was largely due to the impact of high agricultural
inflation associated with adverse weather, an
upward adjustment in the national minimum wage
and an increase in public passenger vehicle (PPV)
fares announced by the Government in October
2023. In an effort to guide inflation back within the
target, the MPC maintained: (i) the policy rate at 7.0
per cent (see Chart 1); (ii) relative stability in the
foreign exchange market; and (iii) tight Jamaica
dollar liguidity conditions. The maintenance of tight
liquidity involved the use of OMOs as well an
increase of one percentage point in the Cash
Reserve Requirements (CRRs) applicable to DTls,
effective 01 April 2023. Further, the interest rate
corridor was widened from 200 basis points to 300
basis points. In that regard, effective 21 November
2023, the rate on the Bank’s Standing Liquidity
Facility (SLF) increased from 9.0 per cent per
annum to 10.0 per cent per annum.

While the MPC maintained its monetary policy
stance throughout the year, it noted that the upside
risks to the inflation outlook were elevated. These
risks included second-round effects from the PPV
fare increases, sharper—than—anticipated increases
in domestic agricultural price inflation over the near

Monetary Policy

the Bank maintained: (i) the policy rate at
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7.0 per cent; (ii) relative stability in the foreign
exchange market; and (iii) tight Jamaica dollar
liquidity conditions via increasing the Cash Reserve
Requirements (CRRs) and the use of Open Market
Operations (OMOs).

The MPC noted that future monetary policy
decisions would depend on incoming data related to
the strength of the potential risks to inflation.

term, and higher—than—projected future wage
adjustments in the context of the tight domestic
labour market. Going forward, the MPC signalled
that it would take the necessary actions, including
further tightening of monetary policy, if the upside
risks to inflation materialise.

Chart 1: Policy interest rates
(percentage rate)

Source: BOJ

Inflation continued to decelerate but
breached the Bank’s target for most of
2023

Annual inflation breached the target of 4.0 to 6.0
per cent on nine occasions during the review year.
These breaches primarily reflected the impact of
high agricultural inflation, associated with adverse
weather, the upward adjustment in the national
minimum wage and an increase in PPV fares
announced by the Government in October 2023. In
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addition, there were higher education and restaurant
costs during the year.

Nonetheless, inflation trended downward during the
year from 9.4 per cent at December 2022 to 6.9 per
cent at December 2023 (see Chart 2). Inflation also
remained below the peak rate of 11.8 per cent at
April 2022. The deceleration in inflation in 2023 was
facilitated by the Bank’s tight monetary policy
posture, which was supported by a relatively stable
exchange rate and falling commodity prices,
particularly for grains, crude oil and liquid natural
gas (LNG).

West Texas Intermediate (WTI) crude oil prices
averaged $77.62 per barrel in 2023 from $94.29 per
barrel in 2022, reflecting a decline of 17.7 per cent.
This decline primarily reflected the impact of lower
global demand amid tight monetary conditions. The
decline also reflected a normalization in prices
following geopolitical led to an
escalation of prices in 2022. Similarly, LNG prices
fell from an average of US$6.51 per million British
Thermal Units (BTU) for calendar year 2022 to
US$2.67 per millions (BTU) in 2023.

tensions which

Average grains prices for 2023 declined by 22.4 per
cent, relative to the average prices in 2022. The
reduction was associated with lower prices for corn
(30.2 per cent annual decline), wheat (26.6 per cent
annual decline) and soybean (16.4 per cent annual
decline). The decline in average grains prices was
supported by: (i) improvement in Brazil's weather
conditions; (ii) reduced production  and
transportation cost due to lower crude oil prices; (iii)
beneficial rain in the US Southern Plains; and (iv) a
steady increase in exports from Ukraine.

Adverse weather conditions towards the end of the
year negatively impacted supply
conditions leading to higher these
commodities.

agricultural
prices for

Underlying (or core) inflation (which removes the
impact of changes in food and fuel prices from
headline inflation) was 5.7 per cent at December
2023, a deceleration from the 8.5 per cent at the
end of 2022. The slowdown in core inflation

Monetary Policy
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primarily reflected the impact of tight monetary and
policy. Inflation expectations (measured
through a survey of business firms) also continued

fiscal

to moderate following the peak of 13.1 per cent in
June 2022. In the survey at December 2023,
businesses’ expectations of 8.0 per cent,
represented a deceleration when compared to 11.5
per cent in the November 2022 survey.

Chart 2: Inflation breached the target for
majority of 2023 (annual per cent)

Source: STATIN, BOJ

Market rates generally converged to the
policy rate

In the context of the tight Jamaica dollar liquidity,
there were increases in selected market interest
rates over the year, with the exception of private
money market rates (see Chart 3). Specifically, the
weighted average lending rate on bank loans to the
private sector at December 2023 was 12.30 per
cent, an increase of 56 basis points (bps) relative to
December 2022. Similarly, the weighted average
deposit rate at December 2023 was 2.47 per cent,
an increase of 85 bps relative to December 2022.
This largely reflected an increase of 116 bps to 6.32
per cent in time deposit rates in December 2023,
relative to December 2022. In addition, the weighted
average vyields on GOJ 180-day Treasury Bills
increased to 8.46 per cent at end-2023 from 8.18
per cent at end—2022. However, there were declines
in the daily averages of private money market rates
during the year. The 30-day and the overnight
private money market rates at December 2023 was
8.25 per cent and 7.77 per cent, a decline of 35 bps
and 25 bps, respectively, relative to December
2022. The decline in the private money market rates
occurred in the context of efforts by players within
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the private money market to encourage competition
amongst themselves.

Chart 3: Interest rate corridor and market rates
(per cent)

Source: BOJ

The foreign exchange rate remained
relatively stable

The exchange rate remained relatively stable in 2023
(see Chart 4). The Bank continued to moderate
excess volatility in the rate as a part of the strategy
to lower inflation expectations and return inflation to
the target. For 2023,
depreciated on an annual average basis by 0.5 per

the Jamaica Dollar

cent against the US dollar, compared to an annual
average depreciation of 1.8 per cent for 2022.

Economic Developments in 2023

Normalisation in economic activity for
2023

The economy grew by an estimated 2.6 per cent in
calendar vyear (CY) 2023, largely reflecting a
normalisation in economic activity, occasioned by
the economy’s rebound following the COVID-19
pandemic. This was relative to the growth of 4.6 per
cent in 2021 and 5.2 per cent in 2022 (see Chart 5).

" FX was provided through B-FXITT sales, FX swaps and direct
sales to key entities amounting to US$936.8 million, US$9.9
million and US$10.0 million, respectively.

2 Purchases from surrenders and FX swaps totalled US$2.17
billion and US$9.99 million, respectively.
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The relative stability in the foreign exchange market
during the review year occurred in the context of
buoyant foreign exchange inflows associated with
tourism and remittance inflows as well as measures
implemented by the Bank to attenuate episodic
demand pressures. Specifically, the Bank provided
approximately US$956.8 million to the system
through Bank of Jamaica Foreign Exchange
Intervention and Trading Tool (B-FXITT) sale
operations, direct sales to key entities and FX swap
transactions.” Of note, the Bank purchased
approximately US$2.2 billion from the system via
surrenders from Authorised Dealers and cambios as
well as FX swap transactions.?

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

Source: BOJ

The growth for 2023 largely reflected expansions in
Mining & Quarrying as well as Tourism and its
affiliated services. The significant growth in Mining
& Quarrying was underpinned by increased alumina
production due to higher capacity utilization at the
Jamalco and Ewarton plants.® For Tourism and its
affiliated services, the growth was influenced by
increased airline seats and room capacity as well as
the continued robust promotion by the Jamaica
Tourist Board. In this context, there was strong

3 Production at Jamalco was halted until July 2022 due to a fire at
the plant in August 2021. Following the resumption of its alumina
production, average capacity utilization at the plant increased from
19.8 per cent in 2022 to 69.7 per cent in 2023. As it relates to
Ewarton, on average, capacity utilization increased from 55.4 per
cent in 2022 to 65.1 per centin 2023.
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growth in value—added for Other Services and
Transport, Storage & Communication due to
improvements in travel, entertainment and activities
at the ports.

Growth was also estimated for Manufacturing,
Electricity & Water Supply and Wholesale & Retail
Trade. For Manufacturing, growth was underpinned
by increases in both the Food, Beverages &
Tobacco industry and in Other Manufacturing. The
expansion in the Food, Beverages & Tobacco sub-—
industry was largely influenced by higher demand
from the tourism industry. In relation to the Other
Manufacturing sub—industry, the expansion reflected
growth in chemicals & chemical products as well as
non—metallic mineral products, particularly cement
production.

As it relates to Electricity & Water Supply, the
increase in value—added was underpinned by
increased electricity consumption reflecting stronger
economic activity as well as above normal
temperatures during the year. For Wholesale &
Retail Trade, growth reflected buoyancy in the
Manufacturing industry and an improvement in
imports.

Chart 5: The Jamaican economy continued to
expand in 2023
(percentage change in GDP)

Source: STATIN, BOJ

For Transport, the industry’s expansion occurred
within the context of increased airline and domestic
cargo movement (water), accompanied by growth

4 The average unemployment rate of 4.4 per cent includes the
historic low unemployment rate of 4.2 per cent recorded. Of note,
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in foreign national arrivals and a rebound in cruise
passenger arrivals.

The growth in these industries was, however, partly
offset by declines in Agriculture, Forestry & Fishing
and Construction. In relation to Agriculture, the
contraction in value—added was the result of above-—
normal temperatures, reflecting severe drought
conditions for the March 2023 to September 2023
quarters, followed by flood rains in October and
November 2023. These weather events led to
significant reduction in vyields, delayed land
preparation and hampered the planting of crops.
For Construction, the decline was largely attributed
to lower expenditure on the South Coast Highway
improvement project as well as supply disruptions,
particularly for cement production due to routine
maintenance of the production plant in the March
2023 quarter. In addition, heavy rainfall in June 2023
also stymied construction activity.

In the context of the continued growth in the
economy, labour market conditions improved
significantly in 2023, evidenced by a decline of 1.9
percentage points (pps) in the unemployment rate
to an average of 4.4 per cent relative to 2022 (see
Chart 6). This reflected growth of 3.7 per cent and
1.6 per cent in employment and the labour force,
respectively (see Table 3). Notably, the
unemployment rate recorded a historic low of 4.2
per cent in the October 2023 survey relative to
previous historic low unemployment rate of 4.5 per
cent recorded at the April and July 2023 surveys. *

In the context of the continued
growth in the economy, labour
market conditions improved
significantly in 2023

there was no labour market survey conducted in the comparable
period of 2022.
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Chart 6: Unemployment fell = Annual Averages
(percentage)

Source: STATIN

Table 3
SELECTED LABOUR FORCE INDICATORS

%
2022 2023 Change
Total Labour Force ('000) 1354.0 1375.6 1.6

Employed Labour Force
(000) 1268.7 1313.9 3.7
Unemployment Rate (%) 6.3 4.4 -1.9
Job Seeking Rate (%) 4.0 3.1 -1.1

Source: STATIN

®  Fiscal Management

The GOJ budget for FY2023/24 continued to target
fiscal and primary balances consistent with the
attainment of the debt/GDP target ratio of 60.0 per
cent of GDP by end-March 2028.° The budget
included expenditure for a public sector wage review
as well as spending on critical areas such as social
protection, health and capital investment.® In
particular, the GOJ embarked on the restructuring of
public sector compensation which resulted in an
increase in programmes and wages & salaries.

5 Accordingly, the focus is aimed at achieving targeted fiscal and
primary balances of 0.3 per cent of GDP and 5.6 per cent of GDP,
respectively.

6 The GOJ announced the Financial Assistance to Students
programme where, $156.0 million was allocated to the Jamaica
Values and Attitude Programme (JAMVAT) and $230.0 million was
allocated to the Examination Fee Assistance Programme to
support secondary school students in meeting the cost of
examination fees. In addition, the Programme of Advancement
through Health and Education (PATH) benefited from
transportation subsidies provided by the Ministry of Education and
Youth at an estimated cost of $380 million. Furthermore, the GOJ
also allocated $2.0 billion to facilitate the procurement of
educational materials to support curriculum in infant, primary and
all-aged schools
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Capital investment programmes such as the public
sector transformation implementation project,
Jamaica business environment reforms as well as

other growth investment projects were also
undertaken.”:8
Central Government operations for April to

December 2023 resulted in a fiscal deficit of 1.4 per
cent of GDP, which was lower than the surplus
recorded in 2022. The outturn reflected an increase
of 2.1 per cent in expenditure, the impact of which
was partly an increase of 0.5 per cent in Revenue &
Grants.

For the review period (April to December 2023),
there was an improvement in revenues from income
& profits and from international trade, reflecting the
expansion in economic activity. The increase in
income & profit tax inflows was due primarily to
higher PAYE inflows, reflecting the impact of
retroactive payments under the compensation
review. The higher international trade taxes were
mainly attributed to increases in travel tax and SCT
(imports).

With respect to expenditure, the increase was
primarily  attributed to the public
compensation review and higher debt service
payments. In particular, the compensation review
necessitated higher costs associated with wage
settlements. Concurrently, there were higher debt
payments stemming from increased payments due
to drawdowns from the faster amortizing IMF’s
Rapid Financing Instrument (RFI) as well as greater
than initially anticipated inflows from the Resilience
and Sustainability Trust (RST).

sector

7 In March 2023, the Government through the Know-Your—

Customer (KYC) initiative allocated approximately $150 million
towards boosting financial inclusion and further encouraging
persons to utilise Jamaica’'s CBDC (JAM-DEX) as an option to
conduct transaction.

8 In November 2023, the GOJ provided six additional natural gas
buses with larger passenger capacity to the Jamaica Urban Transit
Company (JUTC) fleet. Additionally, given the impact of Tropical
Cyclone 22, the GOJ extended assistance to farmers totalling $157
million. This facilitated support for crops (inputs, seeds and
fertilizers), equipment as well as the rehabilitation of farm roads
and livestock procurement

Monetary Policy
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On 31 October 2023, the GOJ issued its Inaugural
Jamaica Dollar International Senior Unsecured 7-
year Notes due 2030, amounting to $46.6 billion
(US$300 million). This issuance was part of the
GOJ’s effort to continue the extension of its
international capital market and debt reduction
strategy.® In addition, the issuance formed part of
the GOJ’s attempt to de—dollarize its debt portfolio.

Jamaica’s sovereign ratings improved in 2023

For 2023, Jamaica’s sovereign credit ratings from
major credit rating agencies were upgraded. In
particular, on 07 March 2023, Fitch affirmed
Jamaica’s long-term foreign and local currency
issuer default ratings at ‘B+’ with a revised outlook
on Jamaica from “stable” to “positive”. The
agency’s outlook reflected: (i) the country’s
significant progress with debt reduction; (i) its
stability—oriented institutional framework; and (iii)
favourable financing conditions, reinforced by the
new IMF facilities. The agency further noted that
Jamaica’s public debt had resumed its declining
trajectory following the temporary increase in 2020.

On 13 September 2023, Standard & Poor’s Global
Ratings (S&P Global) upgraded Jamaica's long-
term foreign and local currency issuer default ratings
from ‘B+ to ‘BB-’ with the outlook on Jamaica
remaining at “stable”. The agency’s rating outlook
for Jamaica stemmed from the expectation that

Outlook

Inflation forecasted to return to target by
mid-2025

Bank of Jamaica’s most recent assessment
indicates that annual headline inflation will track
above the Bank’s target range for most of the period
between the March 2024 and June 2025 qguarters.
This projection is primarily due to the impact of
regulated price adjustments largely associated with

9The operation represents the inaugural Jamaica Dollar linked
transaction for the GOJ in international capital markets and
accomplished the GOJ’s objective of opening local currency debt
issues to international investors. The proceeds of this bond were
used to pay the consideration for the 7.625 per cent global bonds

Monetary Policy
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Jamaica’s debt-to—GDP ratio would continue to
decline, led by modest fiscal surpluses over the
medium—term. Additionally, while the Government’s
interest burden remained high, S&P Global expected
that it would fall over time. In this context, the
agency expected that Jamaica would continue to
pursue “cautious macroeconomic policy and
maintain its commitment to prudent public sector
financing and debt reduction as well as supportive
economic policies including a flexible exchange rate
regime and effective monetary policy.”

On 18 October 2023, Moody's Investors Service
upgraded Jamaica’s long-term foreign and local
currency ratings from ‘B2’ to ‘B1’ and revised its
outlook on Jamaica from “stable” to “positive”. The
upgrade reflected the GOJ’s demonstrated
resilience in the face of various external shocks and
its dedication to a sustainable fiscal policy,
anchored on Jamaica's medium—term debt target.
Moody’s noted that the GOJ had effectively
addressed the surge in debt levels resulting from the
COVID-19 pandemic and subsequently, through
well-implemented fiscal policies, had substantially

reduced its debt level. The positive trend is
anticipated to persist, further reinforcing the
country's commitment to a sustainable fiscal
trajectory.

two increases to PPV fares. The impact of this
upward impulse is expected to be partly offset by a
fall in imported inflation, emanating from grains
prices.

In December 2023, the MPC decided to maintain:
(i) the policy interest rate at 7.0 per cent; (ii) tight
Jamaican dollar liquidity conditions; and (iii) relative
stability in the foreign exchange market. Future

due 2025, the 9.250 per cent global bonds due 2025 and the 6.750
per cent global bonds due 2028 as well as to support budgetary
operations.
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monetary policy decisions will depend on incoming
data related to the strength of the potential risks to
inflation. The MPC indicated that it would maintain
heightened surveillance of these risks and core
inflation and would take necessary actions,
including further tightening of monetary policy, if the
emerging upside risks to inflation materialise.

boj.org.jm

Links to more information

» Releases

. Quarterly Monetary Policy Report
https://boj.org.jm/boj—publications/quarterly—
reports/

. Credit Conditions Survey Report
https://boj.org.jm/boj—publications/survey—
reports/

. Inflation Expectations Report
https://boj.org.jm/boj—publications/survey—
reports/

3 Monetary Policy Announcement Schedule
https://boj.org.jm/core—functions/monetary—
policy/policy—schedule/

o Pres Conference Speeches
https://boj.org.jm/news/boj-speeches/

. Press Conference Presentations
https://boj.org.jm/boj—publications/quarterly—
reports/

o Inflation Performance
https://boj.org.jm/statistics/real—
sector/inflation/
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Positive near-term outlook for growth

Over the near—term, GDP is anticipated to grow due
to continued improvements in external demand as
the demand for travel remains elevated. In addition,
the manufacturing sector is expected to be
bolstered by strong external demand. This forecast
also indicates expansions in Mining & Quarrying and
Electricity & Water Supply.

Additional Resources

o Objective of Monetary Policy
https://boj.org.jm/core—functions/monetary—
policy/what—is—monetary—policy/

o The Inflation Target
https://boj.org.jm/core—functions/monetary—
policy/what-is—inflation/the—inflation—target/

o Decision Process
https://boj.org.jm/core—functions/monetary—
policy/monetary—policy—decision—making/

. Jamaica and the IMF
https://www.imf.org/en/Countries/JAM

Monetary Policy
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During 2023, the financial system remained
stable. Risks to the financial stability of DTls
were moderate in spite of elevated inflation and
interest rates. The higher interest rate
environment led to increased funding costs and
market risks for financial institutions, particularly
fair valuation losses. Notwithstanding these

Growth in DTI system assets influenced
by generally positive domestic economic
environment

The performance of DTIs’ assets during 2023 was
influenced by the generally positive economic
environment. There was continued growth in the
economy, unemployment fell to a record low and
the Bank’s continued tight monetary policy stance
influenced a downward trend in inflation. Against
this background, the assets of the DTI sector grew
by 9.1 per cent ($222.7 billion) for 2023, compared
with growth of 6.5 per cent ($150.1 billion) for 2022.
The growth in assets was mainly reflected in loans
and cash and bank balances, followed by expansion
in investments.

During 2023,
predominantly domestic currency denominated
assets, which accounted for 90.1 per cent of the
growth in total assets. Domestic currency
denominated assets grew by 13.1 per cent ($200.6
billion) for 2023, exceeding the previous year’s
increase of 5.9 per cent ($85.6 billion). The growth
in domestic currency denominated assets was
predominantly reflected in an increase of 13.5 per
cent ($136.8 billion) in loans and advances as well

the DTl sector continued to hold

as an expansion of 27.2 per cent ($36.9 billion) in
cash and bank balances. Foreign currency
denominated assets expanded at a slower pace of
2.4 per cent ($22.2 billion), down from 7.5 per cent
($64.5 billion) in the previous year.? The growth in

! Data for previous periods may have been revised given the
resubmission of prudential information by financial institutions.
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developments, the indicators of financial health for
the DTls, in particular, capitalization, liquidity,
profitability and asset quality measures remained
generally stable. The results of the macro—
prudential stress tests also showed that the DTI
sector was broadly resilient to the contemplated
shocks.

foreign currency assets primarily reflected an
increase of 3.1 per cent ($11.7 billion) in investment
holdings and an expansion of 2.1 per cent ($5.1
billion) in loans and advances, the impact of which
was partially offset by a decline of 1.9 per cent ($4.7
billion) in cash and bank balances (see Charts 7 and

8).

Chart 7: Dollar Value Contribution of Assets
as at 31 December 2019 — 2023

Source: BOJ

Growth in DTIs’ assets in 2023 was supported
primarily by an increase of 10.6 per cent ($178.2
billion) in customers’ deposits, following an
expansion of 8.0 per cent ($124.1 billion) in the
previous year. Borrowings, inclusive of repurchase
agreements, also expanded by 3.6 per cent ($11.4
billion) compared with growth of 0.1 per cent ($0.4
billion) in the previous year. Shareholders equity

2 During 2023, the Jamaica Dollar vis—a-vis the US Dollar
depreciated by 1.9 per cent. As a result, the DTI sector recorded
revaluation gains of $17.5 billion on its stock of foreign currency
assets, compared with revaluation losses of $18.6 billion for 2022.

Financial System
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grew by 7.3 per cent ($22.9 billion), compared with
growth of 8.4 per cent ($24.1 billion) for 2022.

Chart 8: Percentage Share of System Assets
31 December 2019 — 2023

Source: BOJ

The number and composition of licensed DTls
operating in Jamaica at end—2023 remained at 11,
of which eight were commercial banks, two building
societies and one merchant bank (see Tables 4 and
5).°

Table 4*
MARKET COMPOSITION
(Number of Licensed Deposit—taking Entities)

Supervised Entities 2020 2021 2022 2023
Commercial Banks 8 8 8 8
Merchant Banks 1 1 1 1
Building Societies 2 2 2 2
Total 11 11 11 11

Source: BOJ

In terms of market share, the proportion of total
system assets of the five largest DTls increased
slightly to 81.7 per cent at end—2023, from81.4 per
cent at end-2022. Although generally unchanged,
the market share of the DTl sector reflected the
impact of successful growth initiatives by a few
medium-—sized DTIs, while larger licensees depicted
more moderate growth levels in light of current and

8 The proposal by the Minister of Finance and the Public Service
for the assumption by Bank of Jamaica of full supervisory
responsibility for credit unions, which numbered 25 at 31 December
2023, will result in significant expansion of the supervised deposit—
taking population. In addition, with the passing of the Microcredit
Act, 2021, Bank of Jamaica, as Regulatory Authority, is tasked with

Financial System
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projected macroeconomic conditions (see Charts
9a and 9b).

Table 5
LICENSED DEPOSIT-TAKING INSTITUTIONS

As at 31 December 2023

Commercial Banks

e Bank of Nova Scotia Jamaica Limited
o Citibank N.A.

e First Caribbean International Bank Jamaica
Limited

o First Global Bank Limited

¢ JMMB Bank Limited

*JN Bank Limited

e National Commercial Bank Jamaica Limited

e Sagicor Bank (Jamaica) Limited

Merchant Bank
e Cornerstone Trust and Merchant Bank Limited

Building Societies
o Victoria Mutual Building Society

e Scotia Jamaica Building Society

Source: BOJ

Chart 9a: Market Share of Licensees in the
DTI sector as at 31 December 2023

Source: BOJ

the supervision of microcredit entities which numbered 33 at 31
December 2023.

“The proposal by the Minister of Finance and the Public Service for
the assumption by Bank of Jamaica of full supervisory responsibility
for credit unions, which numbered 25 as at 31 December 2022,
will result in significant expansion of the supervised deposit-taking
population.
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Chart 9b: Market Share of Licensees in the
DTI sector as at 31 December 2022

Source: BOJ

Loan growth slowed in the context of the
high interest rate environment

Amidst moderating inflation and the Bank’s
tightened monetary policy stance during 2023,
growth in loans and advances, net of provisions for
loan losses, slowed to 11.3 per cent ($141.3 billion)
relative to the expansion of 13.1 per cent ($145.1
billion) for 2022. The growth for 2023 was also
below pre—pandemic rates for the sector.® By
customer group, a slowdown in growth was
recorded in all major loan categories. In particular,
personal loans increased by 11.7 per cent ($76.6
billion) compared with growth of 13.3 per cent
($76.9 billion) in 2022, while corporate loans grew
by 11.2 per cent ($51.5 billion) relative to growth of
11.5 per cent ($47.4 billion) in 2022. In addition,
loans to overseas residents expanded by 4.7 per
cent ($5.8 billion), slower than the 9.9 per cent
($11.1 billion) recorded for 2022 (see Chart 10). The
slower growth in personal loans was reflective of the
reduced demand for mortgages, as real estate
lending for 2023 grew by 12.9 per cent ($38.4
billion) compared with an increase of 17.6 per cent
($44.5 billion) for 2022.

5 Growth in loans and advances, net of provisions for losses,
grew by 17.1 per cent ($133.8 billion) in 2019.

-37 -

Annual Report 2023

Chart 10: Dollar Value Change in Loans by
Customer Group

Source: BOJ

The growth in total loans for the year predominantly
reflected an expansion of 11.3 per cent ($137.8
billion) in domestic currency loans, relative to the
previous year’s increase of 15.1 per cent ($136.2
billion). Foreign currency loans increased by 2.1 per
cent ($5.1 billion), albeit, slower than growth of 4.2
per cent ($9.8 billion) in 2022.

Notwithstanding the reduced supply of credit to the
market, total loans as a share of total assets
expanded to 52.1 per cent at end—2023 from 51.0
per cent at end—2022 (see Chart 8).

Licensees’ investments reflected increased
holdings in low-risk securities

For 2023, the investment holdings of DTls grew by
3.7 per cent ($22.7 billion), relative to growth of
10.6 per cent ($58.4 billion) for 2022. Growth in
investments, for the review year, largely reflected
increases of $17.2 billion and $14.7 billion in BOJ
Certificates of Deposit and sundry investments
(mainly foreign government bonds), respectively.
Conversely, DTls reduced their holdings of GOJ
securities by $11.4 billion in the context of lower
unrealised fair value losses on medium- to long—
term GOJ Global Bonds.

Licensees’ holdings of cash and bank balances

increased by 8.5 per cent ($32.3 billion) for 2023,
in contrast to the contraction of 14.3 per cent ($64.0

Financial System
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billion) for 2022. The increase in cash and bank
balances primarily reflected higher BOJ cash
reserves, current account balances, notes and coins
as well as placements with local financial
institutions, the impact of which was partially offset
by a net drawdown in holdings at overseas banks.
Higher cash balances were held amidst a general
reduction in credit supply to the market as DTls
assumed more risk—averse lending positions in light
of rising interest rates and the higher credit risk that
could have been associated with some borrowers.

Asset quality remained favourable

As the financial system continued to recover from
the lingering effects of the pandemic, asset quality,
as measured by the ratio of total non—performing
loans (NPLs) (past due 3 months and over) to total
loans, was unchanged at 2.5 per cent at end—2023,
relative to end-2022. The steady outturn in the
measure of asset quality reflected an increase of
10.0 per cent ($3.2 billion) in the stock of NPLs to
$35.3 billion at end—2023, offset by an increase in
gross loan (see Chart 11). The increase in NPLs was
mainly evident in loans to individuals.

Chart 11: Stock of NPLs with Ratio of NPLs to
Gross Loans

Source: BOJ

Similarly, past due loans (past due 1 month to 3
months) (PDLs) increased by 15.8 per cent ($6.1
billion) for 2023, slower than the growth of 31.2 per
cent ($9.1 billion) in the previous year. As a result,
the ratio of PDLs—-to—total loans increased
marginally to 3.1 per cent at end-2023 from3.0 per
cent at end-2022. The higher stock of past due

Financial System
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loans primarily reflected growth of 21.5 per cent
($4.6 billion) and 54.9 per cent ($1.3 billion) in past
due loans for local individuals and the distribution
sector, respectively. There was a partially offsetting
decline of 94.5 per cent ($3.2 billion) in PDLs within
the tourism sector.

DTls continued to maintain robust provisioning. In
this regard, loan loss provisions increased by 7.1
per cent ($2.8 billion), albeit lower than the prior
year's growth of 11.8 per cent ($4.2 billion).
Consequently, the sector’'s coverage of NPLs,
measured by the ratio of loan loss provisions to
non—performing loans, stood at 119.8 per cent,
compared with the previous year’s position of 123.1
per cent.

Capital levels remained adequate as the
sector continued its transition to the revised
capital adequacy framework

Against the backdrop of the capital impairment due
to unrealised fair value losses and the ongoing
transition of the sector to the new capital
framework, regulatory capital of the DTI sector
improved by 10.8 per cent ($25.9 billion) compared
with growth of 8.1 per cent ($17.9 billion) in 2022.
Capital levels were strengthened via
transfers of profits to reserve funds as well as the
downstream of capital from the parent companies
of some licensees. Resultantly, at end—2023, both
the Primary Ratio and Capital Adequacy Ratio (CAR)
remained comfortably above their respective
statutory minima of 6.0 per cent and 10.0 per cent,
with outturns of 9.5 per cent and 14.6 per cent,
respectively. At the institutional level, all licensees
recorded capital ratios above minimum statutory
requirements.

internal

Funding was largely supported by increased
deposits

In 2023, customer deposits, which remained the
primary funding source for the expansion in DTIs’
assets, grew by 10.6 per cent ($178.2 billion),
surpassing the increase of 8.0 per cent ($124.9
billion) observed in the preceding year. This rise in
the deposit stock for 2023 reflected an increase of
13.7 per cent ($139.4 billion) in domestic currency
deposits, relative to the growth of 9.0 per cent
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($84.6 billion) recorded for 2022. Higher deposit
flows into the sector occurred against the backdrop
of wage adjustments in the public and private
sectors and the general downward trend in inflation.

Borrowings  (including securities sold  under
repurchase agreements) increased by 3.6 per cent
($11.4 billion) for 2023, following growth of 0.1 per
cent ($0.4 billion) for the previous year. The increase
in borrowings mainly reflected new repurchase
agreements, the impact of which was partially offset
by net repayments of foreign currency borrowings
from overseas banks (see Chart 12a and 12b).

Chart 12a: Dollar Value Change in Funding
Sources

Source: BOJ

Chart 12b: Rate of Growth in Funding Sources

Source: BOJ

Liquidity levels remained sufficient to meet
short-term obligations

At end-December 2023, all licensees reported
liquidity coverage ratios (LCRs) above the minimum
requirement of 100 per cent of high—quality liquid
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assets (HQLAs) to net cash outflows (NCOFs) for
the aggregated Jamaica Dollar equivalent of NCOFs
in all currencies. These ranged from a low of 153.0
per cent to a high of 629.4 per cent. The system
remained resilient with adequate liquidity levels
reflected for 2023, despite the lingering adverse
effect of the pandemic on liguidity, occasioned by
a moderation in the stock of HQLAs and a further
impairment associated with the impact of fair value
losses on assets.

Profit levels rose amidst increased interest
income and a rebound in dividend income

Pre—tax profits for the DTI sector totalled $51.7
billion at end—2023, higher than the 2022 outturn of
$45.0 billion, as licensees recorded increased
interest income and a rebound in dividend income,
despite higher interest costs and staff expenses.
Notwithstanding the higher profit levels, the profit
margin for the system decreased to 18.2 per cent
for 2023, from 19.3 per cent for 2022, due to the
impact of higher expenses. However, the return on
equity (ROE) increased to 15.9 per cent from 15.0
per cent in 2022. In the context of higher interest
revenues, the net interest margin (NIM) for the
sector increased to 5.9 per cent up from 5.5 per
cent in 2022 (see Table 6).

Table 6
SELECT PROFITABILITY INDICATORS
%

31 December 2019 — 2023

2019 2020 2021 2022 2023
Return on 19.9 92 16.6 150 15.9
Equity
Return on 30 13 22 19 2.0
Assets
Profit Margin 26.6 13.6 21.5 19.3 18.2
Netinterest o5 59 54 55 5.9
Margin
Source: BOJ

Interest income and non-interest income recorded
growth of 24.0 per cent ($31.8 billion) and 18.5 per
cent ($18.6 billion), respectively, for 2023. The
growth in interest income reflected the impact of
expansions in DTIs’ loan portfolio and investment
holdings as well as higher interest rates. With
respect to non—interest revenues, the outturn was
predominantly driven by increased income from fees

Financial System
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and commissions and a resumption in dividend
flows at some licensees (see Chart 13a and Table
7).

Chart 13a: Composition of Annual Operating Income

Source: BOJ

Table 7

COMPOSITION OF ANNUAL TOTAL INCOME

% of Total Income
31 December 2019 - 2023

2019 2020 2021 2022 2023
Income from 56.7 60.3 54.8 58.4 56.8
Loans
Of which,
Interest
Income from 45.6 49.8 43.6 451 44.4
Loans
Fee Income 1.2 10.5 1.3 13.1 12.3
from Loans
Income from
Securities & 9.2 8.7 8.3 1.7 13.5
Placements
Other Fee 9.4 9.1 9.7 10.6 9.6
Income
Foreign
Exchange Gains 8.8 8.6 8.9 10.8 9.0
Dividend 8.7 4.0 8.0 1.9 45
Income
Securities
Trading Gains 2.3 2.9 3.1 0.9 2.6
Other Income 4.9 6.4 7.2 5.7 4.0
Total Interest 54.8 58.5 51.8 56.8 57.9
Income
Total Non— 45.2 M5 8.2 43.2 421
Interest Income
Source: BOJ

The increase in profitability was tempered by
operating expenses which grew by 21.6 per cent
($42.5 billion) relative to 11.7 per cent ($20.6 billion)
for the previous year. Non—interest expenses grew
by 16.6 per cent ($28.1 billion) compared with
growth of 8.9 per cent ($13.9 billion) for 2022. The
growth in non-interest expenses for 2023 reflected

6 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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increased fees ($8.7 billion), other sundry charges
($8.5 billion) and staff expenses ($6.3 billion). In the
context of the high interest rate environment,
interest expenses increased by 52.7 per cent ($14.5
billion) relative to the previous year’s growth of 32.9
per cent ($6.8 billion) (see Chart 13b). Accordingly,
operational efficiency improved to 75.5 per cent in
2023 from 76.0 per cent in 2022.°

Chart 13b: Composition of Annual Operating
Expense

Source: BOJ

Financial Holding Companies

As at end-2023, Bank of Jamaica licensed five
financial holding companies (FHCs) since the
enactment of the Banking Services Act
(BSA)(Financial Holding Companies)(Licensing
Application Form) Rules, 2019, which is critical in
facilitating the Bank’s consolidated regulation and
supervision of financial groups (see Table 8).

The increase in profitability
was tempered by operating
expenses which grew by 21.6
per cent ($42.5 billion) relative
to 11.7 per cent ($20.6 billion)
for the previous year.
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Table 8

LICENSED FINANCIAL HOLDING COMPANIES
As at 31 December 2023

¢NCB Financial Group Limited

«JN Financial Group Limited
«JMMB Financial Holdings Limited
eSagicor Group Jamaica Limited
*VM Financial Group Limited

Source: BOJ

By end—June 2024, the Bank is expected to process
the remaining three applicants: (i) Scotia Group
Jamaica Limited; (ii) GK Financial Group Limited:;
and (iii) Barita Financial Group Limited.

Continued growth within the credit union
sector fuelled by loans

As the economy continued to recover, the total
assets for the credit union sector expanded by 9.2
per cent ($15.2 bilion) to $180.3 billion, an
improvement when compared with growth of 7.3 per
cent ($10.9 billion) reported in 2022. Asset growth
was mainly reflected in loans which increased by
12.1 per cent ($13.2 billion) to $121.9 billion,
notably above the 8.1 per cent ($8.1 billion) reported
for 2022. Liquid funds, which were being held until
loan arrangements were confirmed, were placed
with the Jamaica Cooperative Credit Union League
(the League). As such, amounts with the League
also reflected an increase of 16.7 per cent ($2.0
billion) to $14.2 billion.”

With credit unions experiencing a rebound in loan
demand in the context of an uptick in loan
promotions, loans remained the dominant asset
category, accounting for 67.6 per cent of total
assets at end—2023. In comparison, at end—-2022,
loans accounted for 65.9 per cent of total assets.
Notably, the growth in loans for the review period
was influenced by increased salaries for some
public sector employees, which resulted in an
improvement in their disposable income. The
increase in loans as well as an 18.1 per cent ($0.9

7 The Jamaica Cooperative Credit Union League (the League) is a
cooperative society owned by credit unions, which provides
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billion) decline in NPLs positively impacted the ratio
of NPLs to total loans which improved to 3.2 per
cent at end-2023, down from 4.3 per cent at end-
2022. In response to the decline in the quantum of
NPLs, loan loss provisions decreased by 10.2 per
cent ($0.5 billion) to $4.0 billion at end-2023. As
such, the coverage of NPLs increased to 103.9 per
cent at end-2023, from 94.7 per cent at end-2022.

The capital base of the credit union sector remained
stable at $19.8 billion for the review year. However,
given the growth of 9.2 per cent in assets, the
primary ratio declined to 11.2 per cent at end—2023
from 12.3 per cent at end—-2022. Similar to previous
years, asset growth was funded mainly by savings
deposits, which increased by 11.5 per cent ($14.5
billion) to $140.0 billion. For 2022, there was growth
of 7.6 per cent ($8.9 billion) in savings deposits.
The increase in savings deposits, for 2023, reflected
the positive impact of higher inflows from credit
union members employed to the public sector who
benefited from wage increases during the review
year.

For the 2023 financial year, the credit unions’
surplus increased by 30.7 per cent ($0.5 billion) to
$2.1 billion, from $1.6 billion for 2022. The higher
outturn was due to increases in revenue and was
partially offset by an increase in expenses. Total
revenues increased by 13.3 per cent ($2.3 billion) to
$19.9 billion, fuelled mainly by growth of 9.8 per
cent ($1.3 billion) in interest income from loans in
the context of the increased loan portfolio. In
addition, interest income from investments grew by
40.8 per cent ($0.7 billion), largely reflecting the
impact of higher interest rates in the market.

The credit union sector recorded growth of 11.6 per
cent ($1.9 billion) in expenses for the 2023 financial
year. This growth was mainly driven by overhead
expenses which increased by 13.0 per cent ($1.8
billion) to $15.2 billion. Interest expenses also
recorded an increase of 4.1 per cent ($0.1 billion)
to $2.7 billion, given the significant increase in
deposits. Despite the increase in overhead

financial, technical support and other services to the credit union
sector.

Financial System
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expenses, there was an improvement in the
overhead efficiency ratio, which declined to 88.5 per

cent at end—2023 from 90.0 per cent at end—2022.

Given the sector’s increased surplus, there was an
improvement in profitability indicators. Specifically,
during the year, the net profit margin, return on
equity and return on assets increased to 10.4 per
cent, 7.1 per cent and 1.2 per cent, respectively,
from 9.0 per cent, 5.6 per cent and 1.0 per cent.
Net interest margin also reflected an increase to 9.5
per cent for 2023 from 8.9 per cent a year earlier,
driven largely by the increase in interest income from
loans.

Increasing Trend in Customer Complaints

During 2023, Bank of Jamaica received 481
complaints in respect of its licensed DTls,
representing an increase of 64.7 per cent over the
292 reported for the previous year. The account—
related category recorded the most complaints,
accounting for 34.9 per cent (168) of the total
reported for the review year. Complaints in this
category largely reflected challenges encountered
by customers due to the expanded use of electronic
banking channels (see Charts 14 and 15). This was
followed by the fraud/impropriety category with 147
complaints, an increase of 226.7 per cent over the
45 reported for 2022.

BOJ continued to facilitate the resolution of
complaints submitted, but recorded a decline in the
resolution rate to 62.6 per cent at end—-2023, from
77.4 per cent at end-2022.8

Chart 14: Trends in Complaints Data

500 481
s 400
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= 300
E 171
g 200 132
- 82
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Years
Source: BOJ

8 Resolution rate refers to the rate at which DTIs have successfully
responded to and concluded a matter with the customer.
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Chart 15: Complaints by Category

Source: BOJ

Credit Reporting participation by CIPs
grew in 2023

Bank of Jamaica continued to be responsible for the
oversight of the credit reporting framework in
Jamaica, pursuant to its designation as Supervising
Authority under the Credit Reporting Act. During the
review year, there was an increase in the number of
Credit Information Providers (CIPs) pulling data and
submitting data. However, there was a decline in the
number of credit reports and free reports issued to
the sector by the three credit bureaus (see Tables 9
and 10).

Table 9
Licensed Credit Bureaus
Date
Licensed
Creditinfo Jamaica Limited March 2012
CRIF Information Bureau Jamaica
Limited April 2012
Credit Information Services Limited August 2014
Source: BOJ

e Market Activity

For 2023, the use of credit reports by lenders in the
financial system grew by 5.2 per cent (22 185
reports) to 450 801, relative to the previous year.
The number of “consumer free reports” issued, in
2023, increased by 30.6 per cent (3 030) to 12 929,
relative to the previous year. Concurrently, there was
an increase of 7.4 per cent in the reported number
of subjects in the database of the credit bureaus to
1 145 635, covering approximately 59.7per cent of
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Jamaica’s adult population.® For 2023, there was
also an increase of 13.9 per cent in the number of
account records to 4 208 946, when compared with
3 696 296 for 2022.

The number of CIPs pulling data in 2023 remained
unchanged at 79 and CIPs submitting data grew by
five (5) to 65. However, for 2023, the number of
CIPs signed to credit bureaus also remained
unchanged at 122, similar to 2022 (see Table 10).
In addition, the CIP hit rate (percentage of CIPs
using credit bureau services) increased by 4.3
percentage points to 89.9 per cent at end—2023.

Chart 16: Credit Reporting Activities 2015 — 2023

Millions

2015 2016 2017 2018 2019 2020 2021 2022 2023

= No. of reports issued === No. of account records

== No. Of data subjects Credit Granting Population

Source: BOJ

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 it is reasonably practicable and, in
any event, not later than 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 30 days after receiving
the report of his complaint from the credit bureau
(Section 16 (3) (a)).

o Jamaica’s most recent adult population aged 18 — 74 years
estimate by the Statistical Institute of Jamaica as at 2019, is 1
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During 2023, no complaints were escalated to the
Supervising Authority. However, for 2023, Credit
Bureaus reported receiving 5 863 consumer
complaints, an increase of 32.9 per cent (1 450)
when compared to 2022. The number of consumer
complaints for 2023, represented 1.3 per cent of the
total credit reports issued in the year.

Table 10

CREDIT REPORTING STATISTICS
2019 - 2023

Activity Indicators 2019 2020 2021 2022 2023"

No. of CIPS signed with

credit bureaus 103 115 114 122 122
No. of CIPs submitting

data to credit bureaus 58 55 56 60 65
No. of CIPs pulling data 69 75 74 79 79
from credit bureaus

No. of reports issued

during the year 562822 363020 389424 428616 450 801
(inclusive of free

reports)

No. of consumers free

reports issued per 8 636 7574 9 091 9 899 12 929
section 15(3) of CRA

No. of account records

in data base of the

credit bureau with the 2385733 2708 344 3221 709 3 696 296 4208 946

largest number at year
end

Hit Rate for CIPs using
credit bureau with the
highest rate at year end
(per cent)

86.7 90.0 84.7 86.2 89.9

Complaints raised by
consumers that required
corrections by credit
information providers as
reported by credit
bureaus

172023 excludes data for 1 credit bureau (approximately less than 1% of
market)
Source: BOJ

3512 3063 3860 4413 5863

Microcredit Sector
At end-2023, a total
licensing under the Microcredit Act were received by
the Bank. The applications received reflected
aggregated loans amounting to $46 billion or
approximately 1.7 per cent of the country’s GDP.°
During the year, BOJ issued a total of 33 microcredit
licences, covering over 90.0 per cent of the sector’s
assets. The names of licensees can be found on
the Bank’s website at the following link:
https://boj.org.jm/core—functions/financial—
system/microcredit-regulation/.

of 154 applications for

917 556:
https://statinja.gov.jm/Demo_SocialStats/PopulationStats.aspx
0 Aggregated loans are used as a proxy for market share.
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During 2023, a number of key initiatives relating to
the microcredit sector were accomplished including
the:

(i) implementation of the Online Risk—
Based System (ORBS) and risk—rated

100% of applicable entities in the
microcredit sector;
(ii) completion of the first risk-based

onsite examination in the sector;

facilitation of the training of additional
microcredit licensees by the Financial
Investigations Division (bringing the
total number of entities trained at end-
2023 to 14); and

commencement of formal quarterly
meetings with the industry through the
Microcredit Associations’ Joint
Advocacy Committee.

Supervision of Money Service Businesses
(Cambios and Remittance Service
Providers)

In 2023, Bank of Jamaica continued to effect
measures to enhance its capacity to implement a
robust regulatory regime for money service
businesses (MSBs). This included, inter alia, the
implementation of a new organisational structure,
the adoption of the risk—based framework for the
supervision of cambios and the commencement of
Phase Il of the project for the development of a risk—
based approach (RBA) to the supervision of MSBs,
focusing on remittance companies.

Amendments to the Bank of Jamaica Act

During the review period, the Bank continued its
dialogue with the Ministry of Finance and the Public
Service, in keeping with the legislative process, with
a view to finalising the proposed amendments to the
Bank of Jamaica Act (BOJA). These amendments
will address recommendations in the Caribbean
Financial Action Task Force (CFATF) Mutual
Evaluation Report, 2017, on Jamaica and will
strengthen the Bank’s capacity to conduct statutory
oversight of MSBs.

Financial System
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Risk-Based Supervision

The Bank commenced the implementation of a
Risk-Based Supervisory (RBS) framework for the
cambio sector during 2023. A key element of the
framework was that the supervisory process for the
cambios was informed by the risk-rating assigned
to each entity, which determines the scope and
frequency of on-site inspections. This RBS
approach replaced the previous methodology where
all cambios were subject to the same level of
scrutiny of their operations and frequency of on—site
inspection annually, irrespective of size, market
activity and organisational structure. The RBS
approach facilitated targeted Anti-Money
Laundering (AML)/Combatting the Financing of
Terrorism (CFT)/Combatting the Financing of the
Proliferation of Weapons of Mass Destruction (CFP)
monitoring through more efficient employment of
the supervisory resources in assessing the
compliance framework of each entity, in keeping
with its inherent risk and implications for financial
system stability.

Concurrently, the Bank commenced the
development of a risk matrix as a tool for measuring
the inherent risk of entities in the remittance sector,
Phase Il of the RBS framework. The RBS approach
for remittance companies is being bolstered by
Thematic Studies on the sector.

The Bank also maintained its stance of utilizing
analyses from both in—house monitoring and on-
site inspections to assess the AML/CFT/CFP
compliance frameworks of MSBs, as a condition for
maintaining their licences. The in—house monitoring
operations entailed, /nter alia, ongoing review of the
MSBs’ transaction monitoring systems and their
compliance with the requirements for licensing.

Money Service Business Applications

During 2023, the Bank processed 212 applications
for money service businesses. The Bank received
166 new applications from seven remittance entities
and six cambios, while 46 applications were carried
over from the previous year. The processing of 27
applications was discontinued by the Bank due to
the failure of the applicants to satisfy the Bank's
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eligibility requirements and a further 30 were
withdrawn by the applicants. Of the remaining 155
applications which met the criteria for processing,
140 were approved while 15 were being processed

as at end—-December 2023.

e Cambios

There were 46 cambio entities in operation at end—
2023, compared to 49 at end-2022, in a context
where three entities voluntarily surrendered their

licences. During the vyear, operations were
discontinued at five locations, while authorisation
was granted for commencement of cambio

operations at five new locations. The number of
cambio locations, therefore, was unchanged at 142
at end—-2023, relative to end—2022 (see Table 11).

Table 11
Status of Cambio Licences as at 31 December

2022 2023

New Locations Licensed 7 5

Locations Closed 4 5

Locations Suspended 0 0

No. of Active Locations 142 142

No. of Active Entities 49 46

Source: BOJ

e Remittance Service Providers

At end—-2023, the number of Primary Agents in
operation increased to nine from eight at end—2022
(see Table 12). This increase was conseqguent on
approval being granted to one additional
Remittance Service Provider (Primary Agent)
effective 01 November 2023.

Table 12
Status of Remittance Licences as at 31 December
2022 2023
New Locations Licensed 40 39
Locations Closed 40 32
Locations Suspended 0 0
No. of Active Locations 507 514
New Licences Issued 73 132
Licences Relinquished/Revoked 83 46
Total Licences Issued 772 858
No. of Primary Agents in Operation 8 9
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Source: BOJ

During the year, 132 new remittance licences were
issued while 46 were voluntarily surrendered,
bringing the total number of licences issued to 858
at end—-2023, relative to 772 at end—-2022.

There was a marginal decline of approximately 1.2
per cent in remittance inflows during 2023, relative
to 2022. This decline was in a context where
remittance flows normalised following significant
increases in 2020 and 2021, which were boosted by
grants/stimulus packages issued by
government agencies in major source countries.
Notably, remittance flows increased by 45.9 per
cent for 2023 when compared to flows for 2019, the
year prior to the COVID—19 pandemic.

relevant

The largest source market of remittance flows to
Jamaica, for 2023, continued to be the United
States of America, with flows from this corridor
accounting for 69.7 per cent of total flows. Other
source countries which contributed significantly to
remittance inflows during the review year were
Canada, United Kingdom and the Cayman lIslands,
contributing 10.3 per cent, 9.9 per cent and 6.1 per
cent, respectively.

Financial Legislation

Pending legislation and amendments to legislation
include, but are not limited to:

e The Financial Institutions Resolution Bill;

e The Co-operative Societies Amendment
Bill; and

e The Credit Unions (Special Provisions) Bill.

Details on these pending amendments and
developments of subsidiary legislation can be found
here: Financial System Legislation.

» Additional Resources

Supervision of Cambios and Remittance Companies
https://boj.org.jm/core—functions/financial—
system/cambios—remittance/

Credit Reporting Oversight
https://boj.org.jm/core—functions/financial—-system/credit—
reporting/

Supervision of Deposit —Taking Institutions
https://boj.org.jm/core—functions/financial—
system/deposit—taking—institutions/
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Box 1: Current Priorities in Banking Supervision

Introduction

In 2023, Bank of Jamaica continued to strengthen its regulatory and supervisory framework in congruence with
international best practices. One initiative was the implementation of Phase | of the Basel Ill Framework, which
was designed to improve the financial system's resilience by ensuring that DTls conform to capital requirements
that align with international best practices. The Bank initially intended to introduce the Basel Ill capital buffers
under Phase Il of the Basel Ill implementation programme. However, due to the importance of these buffers,
the Bank brought forward its implementation from Phase lll to Phase I.

Additionally, to improve competition in the banking system, aided by World Bank’s technical support, the Bank
commenced work on electronic Know—-Your—Customer (e-KYC) data sharing and Account Portability
frameworks.

Key developments in the implementation of the Bank’s Basel Ill programme in 2023

The implementation of the Bank’s Basel Il Programme was separated into three distinct phases, each
corresponding to a pillar under Basel lll. Phase | of the programme involved implementing the minimum capital
requirements for credit, market and operational risk components under Pillar | of the Basel Il framework and a
revised definition of regulatory capital. Phase Il will focus on implementing Pillar Il which will involve Supervisory
Review Process (SREP) elements of the Basel Il implementation plan. The final phase will focus on Pillar Ill of
the Basel framework vis—a—-vis market disclosures and consulting on and implementing additional capital and
liquidity measures and the Net Stable Funding Ratio (NSFR). Two of the additional capital measures specified
under Phase Il are capital adequacy buffers in the form of the Capital Conservation Buffer (CCB) and the
Systemic Risk Buffer (SyRB). Notably, due to the importance of the capital buffers, the Bank advanced the
consultation and implementation of both the CCB and the SyRB from Phase Ill of its Basel Ill programme to
Phase |. The proposed Pillar | Regulations will include the minimum capital requirements plus the capital buffers.

I. Implementation of the Minimum Capital Requirements

DTls were required to conduct parallel reporting of their capital positions in accordance with the Standard of
Sound Practice on the Minimum Capital Requirements under Pillar | of the Basel lll Framework as well as under
the existing Banking Services (Deposit-Taking Institutions) (Capital Adequacy) Regulations, 2015 since the
September 2022 quarter. This process was initially scheduled to end in the June 2023 quarter. However, parallel
reporting was extended and will end upon the codification of the Standard of Sound Practice on the Minimum
Capital Requirements under Pillar | of the Basel Ill Framework into law. Of note, the Basel Ill Pillar | Capital
Adequacy Reporting Form for DTls and the Guidelines for completing same were updated in July 2023 following
a Basel Il Technical Working Group meeting between Bank of Jamaica and industry stakeholders in May 2023.

Consultation on the Capital Buffers

Instead of subjecting the Pillar | Minimum Capital Requirements to the legislative process as a standalone
document, the Bank took the opportunity to implement the capital requirements, which included the capital
adequacy ratio and the capital buffers, using an omnibus approach. Therefore, drafting instructions for the
Pillar | Minimum Capital Requirements, the Capital Conservation Buffer and the Systemic Risk Buffer were
unified in a single process.

Financial System
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(i) The Capital Conservation Buffer (CCB)

In May 2023, the Bank sought the industry’s feedback on the proposals for implementing the CCB through a
consultation paper. The period of accepting feedback ended on 30 June 2023. The introduction of the CCB
will bolster the Bank’s micro—prudential toolkit. Under the proposed CCB, licensees under the Banking Services
Act (BSA) will be required to hold additional regulatory capital of 2.5 per cent of risk—weighted assets (RWA)
in normal times unless otherwise approved by the Supervisor. Licensees may be allowed to utilize the CCB to
absorb losses without breaching the minimum CAR. This framework is also intended to increase the
effectiveness of the Bank’s mandate to maintain financial system stability by ensuring adequate levels of loss—
absorbing regulatory capital in the system. The Bank intends to publish a list of frequently asked questions
(FAQs) by the second quarter of 2024.

(i) Systemic Risk Buffer (SyRB)

The SyRB is designed to increase the capacity of systemically important financial institutions to cope with
adverse outcomes. Under the proposed framework, an institution designated as a Domestic Systemically
Important Financial Institution (D—=SIFI) will be required to hold additional capital of between 0.0 and 2.5 per
cent of its RWAs. To allow for smooth implementation of this framework, the SyRB will be effectively phased
in upon its codification into law. A consultation paper on the SyRB was published in August 2023. The feedback
received from the industry was reviewed and will also inform a FAQs document which will be published on the
Bank’s website by June 2024.

Review and update of Standards of Sound Practice

A.Updated Standard of Sound Practice for Fitness and Propriety

The Bank’s work in updating the Standard of Sound Practice on Fitness and Propriety, which began in the
September 2022 quarter, continued into 2023. Of note, the Standard was last updated and published in July
2017. Aside from DTls and Financial Holding Companies (FHCs) licensed under the BSA, the updated Standard
will extend the applicability of the principles specified under the previous Standard to include:

(i) Agents approved to offer one or more banking services indicated in Section 108 of the BSA, 2014;

(ii) Any person or organisation who applies to acquire substantial shareholding in or control of a licensee
under Sections 77 and 78 of the BSA, 2014;

(iii) Any company intending to engage in banking business under Section 19 (1) of the BSA, 2014;

(iv) Any company intending to function as a financial holding company under Section 19 (2) of the BSA,
2014; and

(v) Any company intending to offer one or more banking services on behalf of a deposit—taking institution
as an agent under Section 108 of the BSA.

The Bank received feedback from the industry consultation process conducted in 2022 and, in 2023, was at
an advanced stage in finalising the Standard of Sound Practice on Fitness and Propriety. The Standard is
expected to be published by the second quarter of 2024.

B.Development and Implementation of Supervisory Guidelines on “Corporate Governance:
Board Oversight”

Given the critical role that DTls play in ensuring the safety and soundness of the Jamaican financial system,
the Bank dispatched a Supervisory Guidance entitled “Corporate Governance: Board Oversight” in July 2023.

Financial System
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This Supervisory Guidance outlined Bank of Jamaica’s minimum supervisory expectations that DTIs must
incorporate in their respective governance frameworks. As part of the rollout of the Supervisory Guidance, the
Bank engaged the industry via a series of meetings with the Boards of Directors of the entire DTI sector over
the period August — November 2023. The Bank received invaluable feedback from these meetings and has
been incorporating this feedback into a standard of sound practice, which will be published upon finalisation.

Framework for Consolidated Supervision

Key on the Bank’s agenda for 2024 is commencing work on a prudential framework for consolidated
supervision. This workstream will include the development of a framework for assessing the adequacy of
financial group capital, liquidity and standards of sound practice on capital risk and capital planning, liquidity
risk, intra—group transactions and large exposures.

Prudential Standards/Consultation Papers

Consultation Paper on the Special Resolution Regime for Financial Institutions in Jamaica

In February 2017, the Financial Regulatory Committee submitted joint collaborative proposals aimed at
informing the development and implementation of a Special Resolution Regime for financial institutions in
Jamaica, including FHCs, DTls, securities dealers and insurance companies (life and general). ™

An effective SRR framework will facilitate the orderly resolution of any financial institution that is systemically
significant and those institutions that provide necessary/critical financial services or functions. In line with its
mandate for modernising the regulatory and supervisory frameworks, the Bank initiated consultation on
important proposals under the SRR framework for industry feedback in October 2023. This consultation process
will inform the finalisation of policy proposals to introduce appropriate legislation to reform the current resolution
framework for various financial institutions in Jamaica for submission to Parliament. To this end, the
consultation paper will focus on the implications of the proposed SRR framework for the Jamaican financial
sector and the powers that will be afforded to Bank of Jamaica as a Resolution Authority under the proposed
regime.

Development of framework to enable e-KYC data sharing

In February 2022, the Bank commenced engagement with key stakeholders in the financial industry, highlighting
plans to develop and implement a suitable framework to enable e-KYC data sharing. This project continued
into 2023 with the objective of improving the adequacy and effectiveness of existing KYC information capturing
mechanisms and to improve the efficiency with which customers’ information will be disclosed amongst
financial institutions.

0 The FRC is comprised of the Ministry of Finance and the Public Service, Bank of Jamaica, Financial Services Commission and the Jamaica
Deposit Insurance Corporation which together make up Jamaica's Financial System Safety Net.
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Financial Stability Developments in 2023

Moderate risks to financial stability in cent regulatory capital benchmark subsequent to
2023 due to inflationary pressures hypothetical increases in NPLs.

The Bank’s composite indicator of macro—financial Additionally, the DTI sector remained robust to a
conditions improved at end-September 2023, hypothetical, large withdrawal of deposits. The
relative to the outturn at end-2022. This results of the liquidity stress tests indicated that it
improvement reflected lower annual average would require a withdrawal of 73.0 per cent of
inflation and continued growth in private sector deposits for the CAR of the overall DTI sector to fall
credit.’”® In particular, there was a general below the prudential benchmark of 10.0 per cent.
deceleration in global and domestic inflation levels, This outturn represented an improvement relative to
albeit, still elevated, which led to a slowdown or the results at end-September 2022, when it would

have required a deposit withdrawal shock of 71.0
per cent for the DTI sector’s CAR to fall below 10.0
per cent in response to a similar stress test.

pause in monetary policy tightening during 2023.
However, there were episodes of bond price
volatility, which negatively impacted the balance

sheets of financial institutions. With respect to market-related shocks, at end—

September 2023, the banking system showed broad
Stress tests conducted by the Bank at end- resilience to foreign exchange risks. The DTI
September 2023, showed that CARs for the DTI sector’'s CAR remained robust in response to
sector remained above the 10.0 per cent prudential hypotheticaL |arge Changes in the exchange rate.
minimum benchmark in response to the hypothetical Stress tests results also revealed that the DTI sector
market, credit and liquidity risk shocks.'®'* This remained resilient to respective hypothetical, large
resilience was primarily due to these institutions’ increases in interest rates on domestic/foreign rate
adequate levels of capitalization. Of note, in 2023, sensitive assets and liabilities at end-September
a few institutions implemented measures to sustain 2023.

their capital levels.
Simultaneous, hypothetical increases in interest

Regarding credit risk, DTIs’ non—performing loans to rates, currency depreciation, credit quality
total loans ratio remained relatively unchanged in deterioration and deposit outflow resulted in the
2023, relative to 2022. Moreover, credit risk stress aggregate post-shock CAR remaining above the
test results at end-September 2023 showed that the prudential minimum benchmark at end-September
DTl sector continued to be resilient to the 2023."°

hypothetical shocks applied to NPLs. In particular,
the CARs of all DTIs remained above the 10.0 per

12 BOJ’s Macro Financial Index (MaFi) and Micro Prudential Index (MiPl) 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 0 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).

13 The assessment includes the first three quarters of the calendar year, rather than the full calendar year, and was written based on available
data.

14 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 DTls.

15 The aggregate stress test assumptions include: increases of 1 100 bps and 100 bps in interest rates on domestic currency investment 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 JMD/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.
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» Related Reports

Financial System Stability Annual Report
https://boj.org.jm/boj—publications/annual-publications/

Highlights of Macro—prudential Report
https://boj.org.jm/boj—publications/quarterly—reports/

Outlook

Continued stability in the financial sector

Given the near—term outlook for domestic inflation to
remain above the Bank’s target, the elevated interest
rate environment poses risks to the performance of
the sector’s investment portfolio vis—a-vis its fair
value. However, DTIs are generally expected to remain
resilient and the regulator will maintain its heighted
surveillance. It should be noted that credit risks within
the sector are expected to remain benign.

For 2024, work is expected to continue to strengthen
the regulatory and supervisory framework with the
ongoing roll out of the Basel Il framework. This

Financial System
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includes the implementation of the minimum capital
requirements for credit, market, and operational risk
components under Pillar | of the framework. Work will
also proceed on Phase Il of Basel Ill. Importantly, in
the broader context of the development of the “Twin
Peaks Model” the Bank will collaborate with the FSC
in the development of standards of sound practice,
supervisory manuals and guidelines that will underpin
and support the implementation of the micro—
prudential “Peak” of the regime.


https://boj.org.jm/boj-publications/annual-publications/
https://boj.org.jm/boj-publications/annual-publications/
https://boj.org.jm/boj-publications/quarterly-reports/
https://boj.org.jm/boj-publications/quarterly-reports/
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During 2023, the financial market infrastructures
(FMIs) remained safe, reliable and performed
efficiently and effectively. Key achievements during
the year included: (i) continued preparatory work to
expand the JAM—-DEX® ecosystem which included
development of a Merchant Strengthening strategy
and engagement with an external technology service
provider to bolster merchants' acceptance; (ii)
Cabinet’s approval of submissions for the proposed

amendments to the Payment

JamClear ®—RTGS utilization increased in
2023

For the review year, JamClear®-RTGS processed 3
849 703 transactions (representing settlement of
United States dollar (USD) and Jamaica Dollar
(JMD) payments).' System utilisation reflected an
increase in JMD volume by 14.7 per cent (492 459
transactions) to 3 846 281 transactions (see Chart
17). Growth in the JMD volume was largely attributed
to a 14.3 per cent increase in participant payments
on behalf of household and corporate clients.

Similarly, JMD transaction values increased by 0.3
per cent ($111.0 billion) to $35.3 trillion. The
improvement largely reflected a 0.6 per cent ($97.9
billion) increase in securities settlement transactions
initiated from JamClear®-CSD.? The growth in
securities  settlement transactions was largely
attributed to an increase in market participants
requesting intraday liquidity.

At end—2023, the total volume of USD transactions
processed in JamClear®-RTGS amounted to 3 422,
an increase of 20.9 per cent (592 transactions). The
higher volume largely stemmed from a 28.7 per cent
increase in  financial  institutions’  transfer
transactions. Total USD transaction values
increased by 31.9 per cent (US$785.2 million) to

! JamClear®-RTGS facilitates real time gross settlements of large
value and time critical payments.

2JamCIear®*CSD (Central Securities Depository) provides the
authentic record of ownership of BOJ and GOJ securities. It brings

Payment System
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Settlement Act, 2010, to enhance the Bank’s
supervisory powers over Payment Service Providers
and Financial Market Infrastructures; (iii) the
introduction of revised retail payment forms to
enhance the capturing of data from DTIs and Bill
Payment Service Providers; and (iv) the
advancement of the project to adopt ISO 20022 in
the JamClear® Systems and other retail payment
systems.

US$3.2 billion (see Chart 18). This outturn reflected
an increase in participant payments by 36.0 per cent
(US$733.8 million).

Chart 17: JamClear®-RTGS Transaction
Activities (JMD)
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Chart 18: JamClear®-RTGS Transaction
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significant efficiencies to the processes for issue, management
and redemption to the domestic fixed—income securities market.
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Commencement of Pilot of Revised Retail
Payment Forms

In June 2023, following extensive stakeholder
consultation, the Bank issued revised retail payment
forms to DTls and Bill Payment Service Providers.
These forms were developed to enhance the
capturing of retail payments data. The Bank
established a working group and commenced a pilot
using the revised retail payment forms. By end-
2023, the DTIs and Bill Payment Services Providers
submitted their monthly returns for July 2023 to
November 2023.

Increase in volume of electronic retail
payment systems

to November 2023,
payment systems
increased relative to the corresponding period in
2022. 34 Total volume of retail payment
transactions processed for the period amounted to
134.44 million, valued at $4.12 trillion. This reflected
an increase of 4.7 per cent 6.09 million in volume
but a decline of 3.3 per cent $140.88 billion in value,
relative to the comparable period in 2022. The
growth in volumes mainly reflected an increase in
debit card transactions.

Over the period January
utilisation of electronic retail

At November 2023, the number of debit cards in
circulation decreased by 24.6 per cent to 3.69
million. DTls settled 42.85 million debit card
transactions valued at [$1.16 trillion], on their
proprietary systems. For the calendar year to
November 2023, debit card transactions processed
on the proprietary systems of the DTIs reflected an
increase of 5.1 per cent 2.07 million in volume and
a decline of 22.2 per cent $331.20 billion in value,
relative to the January to November 2022 period.

Credit 2023
amounted to 407 534, an increase of 6.2 per cent
when compared to November 2022. For the
calendar year to November 2023, the number of

cards in circulation at November

3 Electronic Retail Payment Systems comprise DTl proprietary
systems, MultiLink and ACH.

4 Proprietary System is any combination of processes, tools, or
network owned by DTls and are used to processed payment
instrument e.g. Debit cards, credit cards etc.
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credit card transactions processed the
proprietary systems of DTls was 33.58 million
valued at $893.52 billion. These figures represented
a decline in volumes of 5.6 per cent 1 .98 million
and an increase in value of 10.7 per cent $86.19

billion, relative to the same period in 2022.

on

At end-November 2023, the number of installed
automated banking machines (ABMs), as reported
by DTls, increased by 5.5 per cent 45 terminals to
865. A total of 16.31 million transactions valued at
$206.73 billion were processed at ABMs through the
MultiLink network over the period January to
November 2023. The volume of transactions
processed reflected an increase of 9.1 per cent
1.36 million while transaction values increased by
22.6 per cent $38.12 billion relative to comparable
period in 2022.

At November 2023, the number of Point of Sale
(POS) terminals decreased by 41.9 per cent to 28
446. The total volume of transactions processed on
POS terminals increased by 22.1 per cent 4.65
million to 25.73 million during the January to
November 2023 period. The value of POS
transactions increased by 22.5 per cent $34.72
billion] to $189.13 billion, relative to the
corresponding period in 2022.

An overall decline in cheques processed
through the Automated Clearing House
(ACH)

The total number of cheques processed through the
Automated Clearing House during the review period
of January to September 2023 was 2.3 million,
valued at $392.1 billion. These outturns reflected
declines of 16.0 per cent 445 457 and 9.3 per cent
$40.2 billion in volume and value of transactions,
respectively, when compared to the corresponding
period in 2022. The decline in cheques processed
can be attributed to the success of the ACH value
threshold of $1.0 million.® Over the review period,

5 The ACH Value Threshold is a strategy implemented by the Bank
to reduce the value of transactions processed through the
Automated Clearing House = $1 million to reduce settlement risk.

Payment System
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the average transaction value of cheques processed
in the ACH increased by 7.9 per cent to $167 214.4
when compared to $154 932.5 for the comparable
period in 2022.

Foreign currency cheques cleared manually through
the BOJ Clearing House increased by 41.4 per cent
in value when compared to the period January to
September 2022. Cheques denominated in US
dollars amounted to US$1.4 billion for the review
period and accounted for 99.3 per cent of the total
foreign currency cheques cleared.

Achievements in 2023

Upgraded JamClear®-Systems

Annual Report 2023

Volume of bill payment transactions
increased in 2023

Usage of the automated Bank of Jamaica Foreign
Exchange Intervention and Trading Tool auction
module in JamClear® CSD commenced in the June
2023 qguarter. The enhanced operational efficiencies
from these automated auctions were highlighted by
the feature for straight—-through reporting of the results
to the JamClear® FX Trading Platform (FXTP) to
eliminate reporting errors by participants and the
straight—through settlement of funds on JamClear®
RTGS. A total of 24 auctions were conducted, during
the review year, using the automated module in
JamClear® CSD.

The discussions regarding the listing of Government of
Jamaica domestically issued securities on the
Jamaica Stock Exchange (JSE) Fixed Income trading
platform continued during the review period. In that
regard, by end-2023, the detailed communication
arrangements between the two systems were finalized
by the developers and there was an updated draft of
the project deliverables.

Payment System
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Total bill payments during the review period January
to November 2023, amounted to approximately
17.63 million transactions valued at $382.64 billion.
This reflected a decline of 2.6 per cent 477 787 in
transaction volume and a decline of 18.1 per cent
$84.78 billion in the value of transactions, relative to
the outturns for 2022. The dominant method for bill
payment was cash which accounted for 44.7 per
cent of the total volume while debit cards accounted
for 63.0 per cent of the total value of bill payments
over 2023.

A total of 24 auctions were
conducted, during the review
year, using the automated
module in JamClear® CSD

Development of an enabling regulatory
framework for Payment Service Providers
(PSPs)

In 2023, the Bank continued to work closely with the
Ministry of Finance and the Public Service in advancing
the legislative process for the amendments to the
Payment Clearing and Settlement Act (PCSA). The
proposed amendments focused on the creation of a
licensing regime and supervision of non—-DTIl PSPs.
Notably, in the second quarter of 2023, the Bank
proposed additional amendments to the offences and
penalties for financial market infrastructures and
engaged stakeholders’ consultation on these
additional policy proposals with the operators of
payment systems. By end-year, proposals for the
attendant Regulations were being finalised for
submission to the Ministry in 2024.

In December 2023, Cabinet granted approval to the
Ministry for the amendments to the PCSA. This
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occasioned the preparation of drafting instructions to
the Office of the Parliamentary Counsel to facilitate the
draft bill. In addition, the Bank prepared its
Supervisory Manual for the supervision of PSPs in
anticipation of the proposed amendments to PCSA
and any subsidiary legislation.

Completion of National Digital Payments
Survey

The final report on the National Digital Payment Survey
was completed in December 2023. A total of 1 003
individuals were surveyed in relation to their knowledge
of digital payment products and factors which
influenced their utilisation of these products. The
demand side survey considered consumers’
perception of digital payment products, including ease
of access, utility and security.

Included in the survey was a supply side component
to measure the utilisation of digital payment products
by merchants and perceived barriers to adoption of
digital payments. A total of 420 small- and micro—
sized enterprises were surveyed.

The results of the survey indicated that, at March
2023, the percentage of the adult population
classified as financially included (through the
ownership of an account with a bank or credit union)
amounted to 77.2 per cent. The Bank has published
the final report on its website.
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Continued efforts to migrate to 1ISO 20022
standard by end-2025

During 2023, the Bank continued work to ensure a
smooth transition from the SWIFT messaging
standard to the ISO 20022 messaging standard by
November 2025. The ISO 20022 messaging standard
will provide greater transparency in the origination of
payment instructions as well as in identifying the
ultimate beneficiary of payments via cross—border and
domestic payments. SO 20022 will promote
increased efficiency and integrity in Jamaica’s large
value and retail payment systems. In that regard, the
JamClear®-RTGS system is being upgraded to
facilitate a hybrid approach whereby both messaging
standards will co—exist until November 2025.

In October 2023, the Bank administered a third survey
to JamClear®-RTGS participants to ascertain their
level of readiness to transition to the ISO 20022
messaging standard. Based on the results of the
survey, the Bank will be bolstering its communication
to participants to include hosting additional workshops
in early—2024.

At end-2023, the ISO 20022 project was in its third
phase of implementation, specifically, the installation
of the customised solution.

Fintech Regulatory Sandbox Development and CBDC

Testing continues in the BOJ Fintech
Regulatory Sandbox

The Fintech Regulatory Sandbox (Sandbox) continued
to provide a controlled environment for the testing,
deployment and refinement of financial technology.

During 2023, the Bank received two applications from
two entities. These brought the total number of
applications to 40 from 37 entities, since the
establishment of the Sandbox in March 2020. At end—
2023, 23 applications had been approved to test
products comprising mobile wallets, an e—commerce
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solution, branded debit card solutions and prepaid
card solutions. By year—end, the entities were at
different stages of testing their respective
products/services.

In addition to the applications, the Bank received
various queries regarding fintech solutions, such as
POS mobile application and closed—loop digital gift
card solutions.

Payment System
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" At end-2023, JAM-DEX®
registered wallet users totalled

263 341, which consisted of over

3 900 registered merchants on
the Lynk platform. °

Central Bank Digital Currency national roll-
outin 2023

The Bank completed year two of its five—year National
Roll-Out plan for JAM-DEX® in 2023. The following
project milestones were achieved during the year:
(i) Announcement of a second JAM-DEX®
Government Incentive programme in March
2023, which was operationalised by the Bank.
The incentive provided:

e a grant of $25 000 to the first 10 000
small merchants to sign up for a JAM—
DEX® merchant wallet and conduct five
transactions after 31 March 2023; and

e a JAM-DEX® Loyalty Programme, where
users receive a 2 per cent cash back for
up to $5 000 monthly when using JAM—
DEX® for the financial year 2023-2024.

(i) A JAM-DEX® framework was developed to
facilitate government payments, specifically,
social and welfare beneficiary payments;

(ii) In June 2023, focus groups sessions were
conducted with a specific group of social and
welfare beneficiaries in collaboration with the
Ministry of Labour and Social Security;

(iii) The trademark for the name, logo and tagline
for JAM—DEX® was officially completed and
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a public notice published in the print media in
July 2023;

(iv) A JAM-DEX® Merchant Strengthening Plan
was developed in July 2023, with the goal of
providing additional support and usability for
JAM-DEX® merchants. The plan included
arrangements to  collaborate  with a
technology service provider for an initiative to
bolster merchants’ acceptance of JAM—DEX®
by end—March 2024;

(v) By end—2023, the Bank was far advanced in
the implementation of an initiative with DTls
to include JAM-DEX® as a percentage of
their monthly currency order, which would
become effective in January 2024.

At end-2023, National Commercial Bank Jamaica
Limited (NCB) in partnership with TFOB (2021) Limited
continued to be the only Wallet Provider offering JAM—
DEX® services to the public through the Lynk wallet.®
Three other commercial banks are at varying stages
of the wallet provider onboarding process.

At end-2023, total JAM-DEX® minted by the Bank
remained at $276.0 million. A total of $257.2 million
of JAM-DEX® was in circulation, with $148.0 million in
the hands of the public and $109.2 million held by
wallet providers.

At end-2023, JAM-DEX® registered wallet users
totalled 263 341, which consisted of over 3 900
registered merchants on the Lynk platform.

» Additional Resources

Payment Systems Data Bulletin
https://boj.org.jm/boj—publications/boj-monthly—reports/

®TFOB (2021) Limited is a fintech company that is a wholly owned subsidiary of NCB Financial Group Limited.
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Governor Byles and Member of Parliament Dr Michelle Charles

viewing new banknotes at the press conference
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CURRENCY

Bank of Jamaica continued to meet its legal
obligation to fulfil the public's need for physical
currency (banknotes and coins) as well as the
Central Bank Digital Currency, JAM-DEX,
throughout 2023. Jamaica’s new polymer banknotes

Introduction of the new polymer banknote
series

The year 2023 proved to be a momentous one for the
Bank, with the introduction of an entirely new series of
banknotes. On 15 June 2023, for the first time since
the original banknote series was issued in 1969, the
Bank introduced a newly redesigned family of
banknotes. The new series comprised of six
denominations including the introduction of a $2000
banknote.

The new banknotes are printed on polymer, which
offers a number of advantages over traditional cotton—
based banknotes such as, increased durability,
facilitating the use of more modern security features
and vastly improved features for members of the
visually=impaired community.

Total currency in circulation increased at a
faster pace

The total value of currency in circulation was $279.6
billion at end-2023, comprising $279.4 billion in
physical currency (banknotes and coins) and $0.3
billion in JAM—DEX. This outturn reflected an increase
of 18.6 per cent, compared to the 3.1 per cent
recorded for 2022.

This significant acceleration in the growth of total
currency in circulation, in 2023, occurred in the
context of the introduction of the new polymer
banknotes into circulation, which will replace the old
cotton—based banknotes over time. At end-2023,
polymer banknotes accounted for 78.9 per cent of the
total value of notes in circulation relative to 5.1 per
cent on 15 June 2023.

Currency
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were issued into circulation on 15 June 2023. These
new series of banknotes comprised of six
denominations, including the first—time introduction
of a $2000 banknote.

Significant growth in the value of
banknotes issued and notable reduction in
the issue of JAM-DEX in 2023

For 2023, the total value of banknotes issued
amounted to $505.1 billion, of which $303.2 billion, or
60.0 per cent of the total issuance comprised polymer
banknotes. The total issuance of banknotes for 2023
represented an increase of 34.6 per cent, relative to
2022, reflecting the demand for newly introduced
polymer banknotes. The total value of coins issued
increased by 8.0 per cent to $1.6 billion, relative to
$1.5 billion in 2022.

A total of $0.2 million in JAM—DEX was issued, during
the review year, in relation to the Government’'s JAM—
DEX Incentive programmes.

Growth in the value of banknote and coin
redemptions

Banknote redemptions were valued at $461.8 billion,
during 2023, an increase of 25.1 per cent relative to
2022. Notably, cotton redemptions accounted for
80.5 per cent of total banknotes redeemed, Coins
redeemed were valued at $1.0 billion, representing an
increase of 26.7 per cent relative to 2022. Notably,
there was no redemption of JAM-DEX during the
review year.

More banknotes processed in 2023

During 2023, approximately 297.5 million pieces of
banknotes valued at $372.7 billion were processed by
the Bank’s banknote processing machines. The
outturn represented an increase of 5.5 per cent,
relative to the 282 million banknotes ($347.0 billion)
processed in 2022.
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Counterfeit detection remained a priority

The total number of counterfeit cotton—based
banknotes detected during 2023 was 354 and
represented a value of $0.7 million. This outturn
reflected an increase of 6.9 per cent, relative to the
331 cotton—based pieces ($0.6 million) detected in
2022. The figure for 2023 was equivalent to 1.4
counterfeit banknotes per million genuine banknotes
in active circulation. This outturn was unchanged when
compared with the figure for 2022. Notably, the
number of counterfeit notes detected in 2023
remained well within the Bank’s target range.

Of note, at end—2023, the Bank had not detected any
counterfeit polymer banknotes.

Durability of cotton-based banknotes
deteriorated

For 2023, the Average Circulation Lives (ACLs) of the
cotton—based $5000, $1000, $500, $100 and $50

Developments in 2023

Campaign launched to sensitise public
about the new polymer series of banknotes

In May 2023, the Bank launched a comprehensive
public education campaign through television, radio,
print and social media as well as in—person lectures
aimed at sensitising and educating the public about
the new polymer banknotes. The first phase of the
campaign was geared towards key stakeholders such
as financial institutions, government agencies and
large volume cash handlers. The second phase
involved teams of experts from the Bank visiting
venues across the island to give the public a first—hand
introduction to the new banknotes and their features.

Progress made in machine adaptation

At end-2023, 99.0 per cent of the entire fleet of
Automated Banking Machines across the island had
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banknotes were calculated at 15.3 months, 13.0
months, 12.8 months, 19.0 months and 29.3 months,
respectively. All denominations reflected reductions in
their respective ACLs which were 44.1 months, 19.8
months, 14.3 months, 25.0 months and 38.6 months
in 2022. This overall reduction in ACL occurred in a
context where, in 2023, there was a net redemption of
cotton—based banknotes, reflecting their gradual
removal from circulation in light of the introduction of
the new polymer banknotes.

Due to the relatively short circulation time of the new
polymer banknotes, an accurate measure of ACL
could not be determined at end-2023. However, it is
expected that the longevity of these polymer notes will
be at least 50.0 per cent greater than that of the
cotton—based banknotes.

been configured to dispense the new polymer
banknotes. Concurrently, 98.0 per cent of Intelligent
Automated Banking Machines were configured to both
accept and dispense the polymer banknotes.

» Related Reports

Jamaica’s Central Bank Digital Currency (CBDC)
https://boj.org.jm/core—functions/currency/cbdc/

History of our Currency
https://boj.org.jm/core—functions/currency/history/

Banknotes
https://boj.org.jm/core—functions/currency/bank—-notes/

Currency
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FINANCIAL MARKET OPERATIONS

Throughout 2023, Bank of Jamaica continued to
tighten its monetary policy stance to steer inflation
towards its target range of 4.0 to 6.0 per cent. This
policy stance shaped the Bank’s open—market
operations (OMOs) over the course of the year. In
particular, the Bank utilised 30—Day certificates of
deposit (CDs) and longer dated instruments to
maintain a posture of tight Jamaica Dollar liquidity
in the financial system.

Domestic Market

BOJ maintained tight Jamaica Dollar
liquidity conditions

Throughout the year, the Bank employed various
tools to manage Jamaica Dollar liquidity. In
particular, the Bank continued its weekly issuance
of 30—day CDs via competitive auction. The majority
of these issuances were oversubscribed, indicating
heightened investor interest in  short—term
instruments, given the limited availability of
alternatives from both the Government and Bank of
Jamaica. As a result, a total of $1 381.6 billion was
issued in 30—day CDs in 2023, relative to a maturing
amount of $1 335.3 billion, contributing to a net
absorption of $46.3 billion. In comparison, for 2022,
total issuances amounted to $852.6 billion while
maturities amounted to $811.0 billion. The Bank
also issued three fixed rate CDs with an average
tenor of 1 year and 5 months and one USD Indexed
Note which cumulatively absorbed $71.1 billion from
the system.

During the year, BOJ did not provide any Jamaica
Dollar liquidity via its 14—day repurchase operation.
However, daily overnight liquidity assurance was
provided via the Overnight/Standard Liquidity Facility
which offered unlimited support to DTls.
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Notwithstanding this stance, the Bank ensured
sufficient funding was present in both the
domestic and foreign exchange markets. This was
achieved through its repurchase facility and its
Bank of Jamaica Foreign Exchange Intervention
and Trading Tool (B=FXITT) windows.

Increased usage of Auto Repo facility

Bank of Jamaica continued to provide intraday
liquidity to eligible participants through the Auto
Repo Facility during 2023. The facility was accessed
2 251 times by 13 participants during the review
year, reflecting a decrease in usage relative to 3 383
times by 13 participants in 2022. Notwithstanding,
the average value of intraday liquidity increased,
largely due to activities during the first half of the
review year (see Chart 19). The increase in the
average value of liquidity accessed via the Auto
Repo facility was consistent with the generally tight
Jamaica Dollar supply conditions that characterized
the system during this period.

Chart 19: Comparison of Daily Average Liquidity
Utilized — 2022 & 2023

Source: BOJ

Financial Market Operations
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Primary  Dealers’ increased  their
participation in BOJ OMO instruments

For 2023, Primary Dealers’ (PDs) participation in
OMO issues increased by 74.0 per cent to average
$91.7 billion, relative to the average of $52.7 billion
for 2022. The PDs continued to exhibit strong
demand for OMO instruments during the year, given
limited BOJ and GOJ offers and their requirement to

fulfil the minimum performance assessment score.

Financial Market Operations
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The number of PDs remained at seven at end—2023.
A total of ten candidates were assessed under the
Bank’s ‘Enhanced Fit and Proper Criteria’. These
assessments were conducted in accordance with
the policy for designating entities as well as the
requirements for the annual renewal of the PD
designation.
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International Reserves

™ The gross reserves at end-2023
also represented approximately
25.7 weeks of projected goods
and services imports “~

Jamaica strengthened its foreign reserve
position

Bank of Jamaica recorded a significant increase in
its net international reserve (NIR) position in 2023.
The NIR ended the year at US$4 758.3 million,
reflecting an increase of US$789.4 million relative to
end—-2022. At end—-2023, gross reserves amounted
to US$4 868.7 million, which represented 116.4 per
cent of the IMF’s Assessing Reserve Adequacy (ARA
100%) metric. The gross reserves at end-2023 also
represented approximately 25.7 weeks of projected
goods and services imports.

At end-2023, (NBRs)
accounted for 98.2 per cent of the NIR, relative to
96.8 per cent at end—-2022. This outturn was in
keeping with the Bank’'s strategic focus of
strengthening the sustainability of its external
liquidity position through continued reduction in its
stock of borrowed specifically foreign
currency CDs.

non—borrowed reserves

reserves,

BOJ continued to reduce its stock of
foreign currency Certificates of Deposit

The outstanding stock of foreign currency CDs at
end-2023 was US$84.8 million relative to US$126.3
million at end-2022. This reduction occurred in the
context of no new issuance of foreign—currency CDs
as well as maturities which amounted to US$41.5
million for the year. The maturities in 2023 mainly
occurred in the September and December quarters,

T Jamaica accessed US$254.6 million (SDR 191.5 million) from
the IMF under the RSF in September 2023. This facility is aimed at
strengthening the country’s physical and fiscal resilience to climate
change, advancing decarbonization of the economy and managing
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totalling approximately US$40.3 million or 97.0 per
cent of total maturities for the year (see Table 13).

Table 13

BOJ USD CERTIFICATES OF DEPOSIT: 2023

Quarters Maturing Amounts  Nominal Outstanding
(US$ mn) (US$ mn)
March 0.1 126.2
June 1.2 125.1
September 21.8 103.3
December 18.5 84.8
TOTAL 41.5 84.8
Source: BOJ

Gross foreign assets increased year-over-
year

Jamaica’s gross foreign assets increased by
US$350.9 million to US$4 868.7 million for 2023,
relative to 2022. Growth in the GFA was largely
influenced by net foreign currency purchases by BOJ
of US$1 222.1 million, relative to US$874.1 million
in the previous year. The growth in the GFA also
reflected the impact of receipts from the IMF’s
Resilience and Sustainability Facility (RSF),
increased foreign currency investment inflows,
foreign currency inflows to the Government from its
global bond liability management exercise as well
as inflows to government entities.” The impact of
these factors on the GFA was partly offset by
Government debt payments of US$1 474.0 million.

Concurrent with the increase in the GFA, total
foreign liabilities declined by US$438.5 million to
US$110.4 million at end-2023. This was largely in a
context where the GOJ accessed the remaining
proceeds from the IMF's Rapid Financing Instrument
(RFI) facility, which amounted to Special Drawing
Rights (SDR) 235.0 million, during the September

transition risks. Of note, the inflows to government agencies
amounted to US$339.5 million.

Financial Market Operations
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2023 quarter. Consequently, the GOJ assumed the
full RFI liability to the IMF, and therefore this was
no longer reflected in BOJ’s total foreign liabilities.
Of note, the IMF’s RFI facility was initially disbursed
to Jamaica in May 2020.2

Additionally, the Bank commenced the repayment
of funds borrowed under the RFI during the
September 2023 quarter. Total repayments related
to this facility amounted to US$127.2 million (SDR
95.7 million) during the year, of which US$44.7
million (SDR 33.6 million) and US$82.5 million (SDR
62.2 million) was owed by BOJ and GOJ,
respectively. Furthermore, the repayments relating
to the Extended Fund Facility (EFF) continued in
2023 and amounted to US$109.1 million (SDR 81.7
million), of which US$82.2 million (SDR 61.6million)
was owed by BOJ while US$26.9 million (SDR 20.2
million) was owed by the GOJ. ® Consequently, total

Achievements in 2023

Approval of Bank’s
Statement (IPS) and
Enhancement Initiative

Investment Policy
launch of Yield

In 2023, the Bank’s IPS was reviewed and revised in
accordance with the prevailing market conditions to
reflect an overall less risk—averse stance. The revised
statement was subsequently approved by BOJ’s Board
in December 2023. During the year, five additional
deposit—taking counterparties were approved, of
which three were subsequently short-listed.

In addition, during the year, the Bank launched a Yield
Enhancement Initiative aimed at exploring special
alternative asset classes selected to provide higher
portfolio returns without unduly compromising the risk
tolerance of the Bank. It is envisaged that a new
investment tranche will be created to accommodate
this initiative, while ring—fencing and preserving the

2 The Executive Board of the International Monetary Fund (IMF)
approved a disbursement in the amount of SDR 382.9 million
(about US$520 million, 100 per cent of quota) for Jamaica under
the Rapid Financing Instrument (RFI) in May 2020.

Financial Market Operations
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repayments to the IMF during the review vyear
amounted to US$236.3 million (SDR 177.5 million)
(see Table 14).

Table 14

SDR DISBURSEMENTS AND REPURCHASES/REPAYMENTS

CALENDAR YEAR 2023

MN

DISBURSEMENTS REPURCHASES
Date SDR ILEJqSL?;/ SDR ILEJqSL?;/
March Qtr 0.0 0.0 16.4 22.0
June Qtr 0.0 0.0 30.2 40.4
September Qtr 191.5 254.6 62.6 83.1
December Qtr 0.0 0.0 68.3 90.8
TOTAL 191.5 254.6 177.5 236.3

" Based on the prevailing SDR =US$ exchange rate.
Source: BOJ

risk profile of the existing structure of the foreign
reserves portfolio.

BOJ enhanced its governance framework
for foreign reserve management

During 2023, the Bank continued the review of the
governance framework foreign
management function with an on-site mission from
the World Bank’s Treasury Management Team. The
purpose of this mission was to review the Bank’s
Strategic Asset Allocation (SAA) process. Emanating
from this mission, the SAA was revised and submitted
to the Bank’s Investment and Management
Committees in 2023, in preparation for Board
approval scheduled for January 2024.

of its reserve

On approval of the SAA and the IPS, the revised
investment parameters will be used to update the
Bank’s Foreign Reserves Investment Guidelines, which

8 The EFF programme concluded in 2016. However, repayment
of proceeds associated with the facility are scheduled to continue
until September 2026.
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will  subsequently be submitted to the Bank’s
Investment Committee for approval in the first quarter

of 2024.

Investment strategy geared towards

portfolio optimisation

The year 2023 was characterised by a relatively volatile
financial market. Specifically, there were concerns
about high inflation and a global recession at the
beginning of the year but these anxieties largely
dissipated by the end of the year. The main factors
that impacted the investment strategy in 2023 were
increases in the US Fed Fund’s interest rate as well
as the inverted yield curve which rewarded less return
for extending duration. On the shorter end of the yield
curve, deposits were placed with counterparties with
an average maturity of five weeks in order to capitalise
on the expected increases in the Fed Fund’s rate.
From a tactical standpoint, the Working Capital and
the Liguidity Tranches received an additional infusion
of funds. This had the dual effect of increasing
liquidity and decreasing the portfolio's total exposure
to market risk by shortening the duration.

Early in the year, the longer end of the yield curve
provided additional pick up in coupons for investments
when compared to the previous year. The strategy at
that time was to be short relative to the duration of the
benchmark. However, in the December 2023 quarter,
as the yields were reduced, this short duration strategy
was changed and the Bank adopted a neutral
strategy.

The Investment Tranche’s asset classes experienced
a positive return as yields on the longer end (1yr—10yr)
of the curve decreased compared to a year ago. This
reduction in yields resulted in unrealized gains on the
US Bond portfolio at the end of the year. Additionally,
assets in the Liquidity and Investment Tranche sub-—
portfolios were allocated tactically to ensure capital
preservation while providing competitive risk—adjusted
returns.

Assets under management increased in
2023

The Bank’s foreign assets under management

increased at the end of the year, when compared with
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end—2022. This increase was reflected in all Tranches
and was mainly due to higher IMF receipts and
investment income. Consequently, the Bank’s gross
foreign assets increased by [US$350.9 million (7.8
per cent)] to [US$4 868.7 million] as at end—2023.
Table 15 details the composition of the portfolio as at
31 December 2023, relative to end—2022.

Table 15
For Years Ended 31 December 2023 and 2022
Assets 2023 2022

% of % of
US$SMN  Holdings US$MN  Holdings

Working Capital Tranche 849.8 17.5 685.5 16.2
Liquidity Tranche 229.4 47.2 2087.28 46.2
Investment Tranche

Capital Market Investments 354.7 7.3 328.9 7.3

External Funds 12479 256 1197.4 26.5
Total Funds Invested 4751.8 97.6 4299.1 95.2
Allocation of Special Drawing Righ 116.9 2.4 218.7 4.8
Total 4 868.7 100.0 4517.8 100.0
Source: BOJ

Improvement in foreign investment
income

The average income earning assets for the review year
amounted to US$4 547 million, an increase of US$315
million or 0.8 per cent, compared to 2022. At end—
2023, total income, on an accrual basis, of US$176.0
million was US$117.8 million or 202.4 per cent higher
than at end—2022. This increased income occurred in
the context of the average returns on the portfolio
improving to 3.9 per cent per annum in 2023, from
1.4 per cent for 2022 (see Table 16). Increases in the
returns from the Working Capital and Liquidity
Tranches were due to higher rates received on
deposits, given the sustained increase in the Federal
Reserve Fund'’s rate.

Financial Market Operations
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Table 16
For Years Ended 31 December 2023 and 2022
Assets 2023 2022
Earnings % of Earnings % of
US$SMN  Earnings US$MN  Earnings
Working Captial Tranche 28.0 15.9 9.8 16.9
Liquidity Tranche 114.5 65.1 332 57.0
Investment Tranche
Capital Market Investments 7.8 4.4 29 5.0
External Funds 21.4 122 141 19.0
SDR Holdings 4.3 2.4 1.2 2.0
Total 176.0 100 58.2 100
Average Income Earning Assets 4 547 4232
Rate of Return (%) 3.87 1.37

Financial Market Operations

Annual Report 2023

Links to more information

» Additional Resources

. Official International Reserves Statistics
https://boj.org.jm/statistics/external-sector/official—
international-reserves/

. International Reserves Announcements
https://boj.org.jm/category/notices/

Governor Richard Byles, Mr Noel Greenland and Mrs Sharon Miller—Betty

at the Annual Employee Awards ceremony



http://boj.org.jm/uploads/excel/Table_34a.xls
https://boj.org.jm/statistics/external-sector/official-international-reserves/
https://boj.org.jm/statistics/external-sector/official-international-reserves/
http://boj.org.jm/announcements/asearch.php?sel_sub=4
http://boj.org.jm/announcements/asearch.php?sel_
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FINANCIAL INCLUSION

In 2023, Bank of Jamaica continued the
advancement of its financial inclusion objectives
through ongoing financial inclusion and financial
literacy initiatives. Work continued the
development of financial literacy content for both
traditional and social media channels in support of
the Bank’s financial literacy communication

campaign. The Bank also continued its collation,

on

Achievements in 2023

Bank progresses its financial literacy
communication campaign

Bank of Jamaica continued to engage with financial
institutions, the youth and the public at large on a
range of financial literacy subjects during 2023. The
literacy
focused on the following key messages:

financial communication programme

how simplified customer due diligence
requirements make it easier to open an
account at a DTI;

the importance of saving and budgeting as
part of smart financial management;
managing the use of credit to build a strong
credit profile;

banking smarter with online banking and
other digital financial services;

introduction to Bank of Jamaica’s regulated
financial institutions; and

effective goal setting and financial planning
for the future.

In 2023, the Bank continued the development,
design and publishing of financial literacy content
across both traditional and social media channels.
The content included ‘memes’, puzzles, public
service announcements, financial literacy tips,
articles and presentations. The channels utilised
leading radio stations,
television station, three newspapers with national
circulation and the major social media platforms.
Notably, the Bank sought to increase its presence

included four a major

Financial Inclusion
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measurement and reporting of impact indicators for
financial inclusion. Additionally, progress was made
on enhancing the work on financial inclusion data
through surveys on simplified customer due
diligence and a financial inclusion demand side
study directed at the adult population.

and delivery of vibrant, relevant and useful financial
literacy content via social media. This was aimed at
increasing the engagement of the public and, in
particular, the youth demographic through the
sharing of important financial inclusion and literacy
information that would be beneficial in achieving
improved life outcomes.

Bank of Jamaica continued its sponsorship of four
series of the ‘Under the Law’ programme during
2023. Focus was given to the reinforcement of
legal, regulatory and consumer-related topics,
aimed at engendering an improved understanding
of the roles and functions of the regulator and
regulated financial institutions.

Other notable sponsorships and partnerships
undertaken by the Bank during the year to advance
financial inclusion and financial literacy objectives
included: (i) the “Jamaica Stock Exchange’s Market
Meets the Market by the Sea” in May 2023; (ii)
“Financial Literacy Monday Spotlight” on a leading
radio station in May 2023; and (iii) providing
financial literacy information and engagement to
visitors to the Bank’s Money Museum to include
youth, social and community groups.
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Bank of Jamaica and Ministry of Industry,
Investment & Commerce partner on
Financial Literacy in MSME Road Show

In August and November 2023, Bank of Jamaica
partnered with the Ministry of Industry, Investment
and Commerce (MIIC) in their MIIC IDB Micro, Small
and Medium Enterprises (MSMEs) Road Show
hosted across the island. These initiatives were
aimed at promoting financial inclusion, financial
literacy as well as providing pertinent information
and networking opportunities to MSMEs and aspiring
entrepreneurs.  There were exhibitions and
presentations by sponsors and other Ministries,
Departments and Agencies (MDA) to include the
Inter—American Development Bank (IDB),
Development Bank of Jamaica, National Export—
Import Bank of Jamaica and a digital wallet
provider. The Bank’s presentation was on “How
Capital Providers Can Facilitate Financial Inclusion
for MSMEs” which was under the theme “Enabling
MSME Growth Through Access to Affordable
Financing and Financial Inclusion.”

Follow-up on Simplified Customer Due
Diligence (CDD) Requirements Survey

In November 2023, the Bank conducted a follow—up
survey on the use of simplified CDD requirements by
DTls. This was subsequent to the survey conducted
in November 2021 and further to the 2019
amendments to the Proceeds of Crime Act (POCA)
and Proceeds of Crime (Money Laundering
Prevention) Regulations to permit the application of
simplified Know—-Your—Customer (KYC)
requirements for low-risk customers.

The results of the survey identified that of the ten
DTls that responded, nine were engaged in retalil
banking. All respondents were aware of the
amendments to POCA in 2019 pertaining to
simplified CDD. Additionally, all DTls indicated that
they have customised their account opening criteria
to conform with the simplified CDD requirements
and revised their procedural documentation to
incorporate the implementation of simplified CDD
requirements for specific product categories. Seven
DTls provided data on the number of simplified CDD
accounts opened each vyear from 2020 to
September 2023.
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The Bank’s market surveillance and ongoing
financial inclusion and literacy campaign suggested
increased public awareness of the simplified CDD
requirements by DTl customers. However, the extent
of promotion of low KYC accounts using simplified
CDD varied across DTIs and could benefit from
increased marketing to facilitate greater financial
inclusion. The Bank will continue to play its part in
the promotion of simplified CDD and other initiatives
aimed at providing greater access to regulated
financial services to the general public, especially
among the youth, unbanked and underbanked.

BOJ administered a National Digital
Payments Survey

In the March 2023 quarter, the Bank engaged the
services of a research firm to conduct a national
digital payments survey. The objective of the survey
was to provide data on the current knowledge,
attitudes and practices of the general population as
well as micro and small merchants, as it relates to
financial services, including digital payment
products. Accordingly, the overall purpose of the
research was to measure financial access and
usage of digital payment products by the adult
population in Jamaica.

Results from the nationally representative survey
indicated that a significant proportion of the adult
population (estimated at 22.8 per cent) remained
unbanked and heavily reliant on cash to transact.
Notwithstanding this development, there was an

Financial Inclusion
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increased awareness and growing usage of digital boj orgim
payment options. Nonetheless, continued D
strengthening and promotion of available digital
payment methods are required to facilitate a higher

rate of adoption and increased financial inclusion. *  Financial Inclusion Strategy
https://boj.org.jm/national-financial-inclusion-strategy/

» Additional Resources:

GOJ continues cash incentive programme . Financial Inclusion Impact Indicators (March 2023)
to promote financial inclusion https://bojorgjm/wp- .

- - — - content/uploads/2023/06/Financial-Inclusion-Impact-
In promoting financial inclusion, the Government of Indicators-March-2023 pdf
Jamaica, having introduced a cash incentive of $2
500 to each person opening a low KYC bank U Financial Inclusion Impact Indicators (June 2023)
account, in 2022, continued the programme in hitps//bojorgjm/wp- )

content/uploads/2023/09/Financial-Inclusion-Impact-

2023. At end-December 2023, the number of Indicators-June-2023.pdf
persons receiving this incentive was 64 674.

. Financial Inclusion Impact Indicators (September

. . . . 2023)
Update of National Financial Inclusion https://boj.org.jm/wp-
Strategy (NFIS) |mpact Indicators content/uploads/2024/02/Financial-Inclusion-Impact-
In 2023, the Bank continued to collate and publish Indicators-September-2023.pdf
select financial inclusion indicators under the «  National Financial Inclusion Survey 2023
themes — financial access and usage, financing for https://boj.org.jm/wp-content/uploads/2024/01/National-
growth and financial resilience. Some of the Financial-Inclusion-Final-Report-2023.pdf

indicators included: (i) use of digital payments and
access to credit for MSMEs; (i) access to
mortgages by households; and (iii) access to bank
savings and loans services.

NATIONAL
FINANCIAL INCLUSION ™

§ T B A T ENGER $ 4
Access for ALL =4

Start Today, Secure
Your Tomorrow


https://boj.org.jm/national-financial-inclusion-strategy/
https://boj.org.jm/national-financial-inclusion-strategy/
https://boj.org.jm/national-financial-inclusion-strategy/
https://boj.org.jm/national-financial-inclusion-strategy/
https://boj.org.jm/wp-content/uploads/2023/06/Financial-Inclusion-Impact-Indicators-March-2023.pdf
https://boj.org.jm/wp-content/uploads/2023/06/Financial-Inclusion-Impact-Indicators-March-2023.pdf
https://boj.org.jm/wp-content/uploads/2023/06/Financial-Inclusion-Impact-Indicators-March-2023.pdf
https://boj.org.jm/wp-content/uploads/2023/09/Financial-Inclusion-Impact-Indicators-June-2023.pdf
https://boj.org.jm/wp-content/uploads/2023/09/Financial-Inclusion-Impact-Indicators-June-2023.pdf
https://boj.org.jm/wp-content/uploads/2023/09/Financial-Inclusion-Impact-Indicators-June-2023.pdf
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FINANCIAL DEEPENING

Bank of Jamaica continued to lead the coordination
and implementation of Jamaica’s financial
deepening agenda during the review year. In this
regard, BOJ focused on finalizing the proposed
Financial Deepening 2.0 agenda, which involved
refining a draft phase Il set of reforms and initiatives

Achievements in 2023

Increasing Transparency and Price
Discovery in Markets facilitating
increased utilization of a trading platform
for fixed income securities

During 2023, work continued on the project to
facilitate the listing and trading of GOJ local
securities on the JSE trading platform. This initiative
is an important element of continued market
development in Jamaica and is expected to
enhance efficiency, transparency, promote market
liquidity and enable greater information sharing. An
interface of the JSE trading platform with the
JamClear® CSD is required to allow for the trading
of GOJ domestic securities on the JSE platform.
The following milestones were achieved during the
review year:

(i) In the March 2023 quarter, BOJ received
approval for the contract with the
JamClear® CSD platform developer. The
Bank subsequently made its contributory
payment for the development of the
interface between the two systems;’

Development work on the interface began
in April 2023 and included various technical

"In 2022, BOJ, JSE and the Ministry of Finance and the Public
Service finalized a cost sharing approach for the total cost of the
project.

2 NASDAQ refers to the National Association of Securities Dealers
Automated Quotations

Financial Deepening
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aimed at further deepening the capital market over
the short to medium—-term. In addition, BOJ in
collaboration with the Jamaica Stock Exchange
(JSE), continued to advance initiatives that when
completed would increase transparency and price
discovery in the capital market.

meetings and discussions among the BOJ,

JSE and the platform developers;
(iii) In October 2023, sign—off was received for
the specifications regarding the
communications protocols for the interface
between the two systems. Given that sign—
off, the project task “Requirements
Gathering & Change Request” was 100 per
cent completed; and

Thereafter, NASDAQ progressed with work
towards delivering a test environment of the
communication between the JSE platform
and the JamClear® CSD.?

Finalising a new agenda to deepen the
capital market

BOJ continued to refine the proposed Financial
Deepening 2.0 agenda during 2023.% The draft
concept note, that contained a set of reforms and
initiatives to catalyse the deepening of Jamaica’s
capital market, underwent additional internal reviews
throughout the year. Supplementary research was
also conducted to bolster the proposals. In addition,
efforts were made to further prioritize a suite of
implementable initiatives within the 2.0 agenda.

3 In March 2022, BOJ commenced the process of defining an
additional set of near— and medium—term priorities to deepen
Jamaica’s capital market. A series of consultations with public
and private sector as well as research by the team was
conducted. Thereafter, a concept note was drafted.
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CORPORATE RISK MANAGEMENT

During the review year, Bank of Jamaica continued
to identify, measure, monitor and report on the risks

inherent in its operations. As the Bank’s risk
framework matures and awareness improves, it is
anticipated that the benefits of sound risk

governance and risk management practices will
become increasingly evident Bank—wide. The Bank
is currently ranked at Level 4 (Contender) and is

actively engaged in moving towards Level 5 (World

Class).

Achievements in 2023

Financial Risk Management

Throughout 2023, the Bank continued to effectively
manage the financial risk exposures inherent in its
balance sheet, including its foreign reserves
investment portfolio.

To assure continued relevance and soundness of its
foreign reserves risk management framework, the
World Bank was invited to conduct a ‘Fundamentals
of Market & Credit Risk’ workshop with key internal
stakeholders over the period 11 to 15 September
2023. The objectives of this workshop were to:

(i) Review the portfolio’s governance structure
and business processes that support
market and credit risk management;
Sensitize BOJ staff on contemporary
market and credit risk measurement
techniques and methodologies; and
Provide hands—on training in the utilisation
of analytical tools and resources.

(ii)

(iiif)

with
participants gaining valuable insights in relation to
the management of credit and market risks and how
to more effectively utilise analytical and risk
reporting tools.

The workshop was deemed a success,

Corporate Risk Management
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For calendar year 2024, the key area of focus is

expected to include the management of
cybersecurity and human resource risks, in the
context of the evolving cybersecurity threat

landscape and the ongoing implementation of the
Twin Peaks regulatory regime. Additionally,
stakeholder engagement will be pivotal in ensuring
emerging risks are assessed and treated effectively
over the short— to medium—term.

Operational &  Compliance Risks

Management

(i) Risk Control Self-Assessments (RCSA)
Periodic reviews of RCSA templates for business
and functional units Bank-wide continued
throughout 2023. Additionally, risk treatment plans
were actively pursued by risk owners to ensure the
preservation of the Bank’s risk appetite, given the
evolving risk landscape. In this context, the Bank’s
Enterprise Risk Appetite and Enterprise Risk
Management frameworks were updated and
approved by the Board in April 2023.

(ii) Infectious Diseases Threat Response Team
(IDTRT)

The IDTRT continued to monitor the established
threat level indicators related to COVID-19 and
Dengue Fever. Recommendations were posited to
and adopted by Executive Management to enable
the preservation of staff members’ health and well—-
being amidst the evolving health and wellness threat
landscape.



Bank of Jamaica

(iii) Data Protection Act (DPA)
The Data Protection Act Working Group continued
to provide tactical oversight of the Bank’s efforts to
develop and implement policies, procedures and
protocols to ensure compliance with the DPA. This
in anticipation of the 30 November 2023
deadline for data controllers to comply with the Act.
Key milestones achieved during the year included:
e Designation of a Chief Privacy Officer and
appointment of a Senior Privacy Officer;
e |Implementation of a Data Protection Policy;
and
e Procurement of the services of a Data
Protection Consultant and a Data Protection
Officer.

was

Strategic, IT & Business Continuity Risks
Management

(i) Strategic Objectives/Initiatives

During 2023, the Bank’s strategic risk profile
remained within its established risk tolerance. The
overall performance in relation to Tier 1 strategic
objectives/initiatives at December 2023 was 85 per
cent relative to the target of 80 per cent. Key
strategic risk drivers during the year included:

e Unavailability of the required human
resources to execute key
projects/initiatives;

e Competing priorities in
operational and
deliverables; and

e Delays
procurement
amendments).

relation  to
project-related

(e.g.
legislative

in external dependencies

process,
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(ii) Cybersecurity Risk Management

Cybersecurity risk remained within the Bank’s
established risk tolerance, during the review year, on
account of the adequacy of existing controls to
withstand major attacks. In this regard, the
implementation of a risk—based approach to cyber
risk management with
deliberate steps being taken to improve cyber risk
awareness amongst all levels of staff.

continued in earnest

Notably, members of the Audit & Risk Committee of
the Board and the Risk Management Committee of
the Bank received targeted cyber risk training in
August 2023. Additionally, the Bank’s cyber risk
management framework, cyber risk policy, cyber
incident response team and cyber incident response
plan are being reviewed and strengthened to ensure
sustained resilience to cyberattacks.
(iii) Business Continuity Planning

Periodic reviews of business continuity plans for
mission critical functions and activities of the Bank
continued  throughout 2023. Notably, key
stakeholders demonstrated sound knowledge of
their assigned roles and responsibilities in the event
of disruptions to normal operations at Nethersole
Place. This bodes well for the Bank’s continued
readiness and resilience to material disruptions to
its operations. Notwithstanding, scheduled reviews
of the Bank’s Business Continuity Management
Framework and Corporate Business Continuity Plan
will be conducted in 2024 to enable sustained
operational resilience.

Corporate Risk Management
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Mr Dwayne Extol (Head of Content and Internal Communications) assists a student from Alpha

Primary during a luncheon and presentation on dining etiquette
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COMMUNICATIONS AND CORPORATE SOCIAL

RESPONSIBILITY

Bank of Jamaica recognises the significance of
efficient communication on monetary and financial
stability issues as a crucial aspect in fulfilling its
mandate. In this regard, communication remained
a vital component of the Bank’s proactive policy
and moral suasion efforts to promote low, stable
and predictable inflation and foster financial system
stability. During 2023, initiatives across several

BOJ continued communication and
engagement surrounding its mandate

® Quarterly Monetary Policy Report Press
Conference

During 2023, the Bank’s scheduled quarterly press
conferences as well as other special press briefings
were executed in a hybrid format, utilising both in—
person and virtual interface. Recordings of the
quarterly press conferences were made available to
the press and the general public via the Bank’s
YouTube channel. The press conferences were
aimed at explaining the monetary policy decision,
presenting brief analyses of recent economic
developments and providing updates of the Bank’s
near— and medium—term forecasts of
macroeconomic variables in the international and
domestic economies.

The Bank’s Quarterly Monetary Policy Report
(QMPR) was made available at the press
conferences. As customary, the QMPR discussed,
in a non—technical manner, economic
developments for the review quarter and provided
forecasts of key macroeconomic variables,
including inflation. The report was also made
available on the Bank’s website (see Quarterly
Monetary Policy Reports and Quarterly Press
Conference Presentations).

Communications and Corporate
Social Responsibility

communication channels were executed to
enhance policy effectiveness. The Bank also
continued to engage in several outreach
programmes that support education and the arts.
This was consistent with the Central Bank’s long—
held view that service to the community is
important.

Governor Richard Byles and executive management

at a Quarterly Monetary Policy Press Conference

® Schedule for Policy Rate Announcements
The Bank continued to publish its schedule of eight
announcements of monetary policy decisions on its
website. These announcements take the form of
press releases, which indicate the decision on the
policy rate and summaries of the factors which
explained the rationale for monetary policy actions
as well as highlighted the risks to the inflation
forecast (see Calendar of Announcements, Press
Statements and Summary of Decisions).

® Financial Stability Reports

Given its mandate for maintaining financial system
stability, BOJ is tasked with safeguarding conditions
which ensure the proper and efficient functioning of
the financial system and, consequently, the
promotion of real economic activity. During the
review year, financial system stability issues were
communicated through highlights in the annual
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Financial Stability Report and the Quarterly Macro—
Prudential Report. These reports can be viewed on
the Bank’s website at Macro—Prudential Reports and
Financial Stability Reports.

Continued support for community
outreach, education and the arts

Throughout 2023, Bank of Jamaica continued to
demonstrate its belief in the value of corporate
social responsibility through its sustained support of
vulnerable communities, the arts, culture and
various educational institutions. Specifically, during
the year, the Bank donated 350 care packages to
vulnerable individuals within the Jamaica Society for
the Blind, Salvation Army, the “Recycled
Teenagers,” and Mustard Seed communities. In
addition, 50 caregivers from the Mustard Seed
communities received gift packages to reward their
commitment to helping the indigent.

® Money Museum & Exhibitions

Bank of Jamaica’s Money Museum is the repository
for the Bank’s collection of ancient and modern
currency and other Jamaican and
international culture. Visits to the museum returned
to pre—pandemic levels (before 2020), as over 4 000
visitors registered in 2023. Groups from schools,
religious  organisations, the armed forces,
community clubs, diplomatic corps and regional
central banks viewed the museum’s display of
numismatic items which record the history of
Jamaican money. Over 80 per cent of visitors were
from educational institutions which attested to the
In addition to

items of

continued relevance of this resource.
learning about the history of money, students
participated in presentations on the role and
functions of the Bank. The museum participated in
the annual Seville Heritage Expo in St. Ann where
approximately 1 000 patrons visited its exhibition on
the history of Jamaican money.

® Education Initiatives

In May 2023, Bank of Jamaica hosted 75 students
and teachers from Alpha Primary School for
Children’s Day. The event began with a tour of the
Bank’s Money Museum and ended with a luncheon
in the auditorium where members of the
Communication Department presented on dining
etiquette. Additionally, the Bank celebrated

Annual Report 2023

Teacher’'s Day with 100 teachers from Morant Bay
High School. The team was accompanied by
Olympian, Hansle Parchment. In July and August
2023, the Bank sponsored stationery and materials
needed for Liberty Hall to host their Summer Arts
programme. Liberty Hall is an audio—-visual museum
dedicated to maintaining the legacy of The Right
Excellent Marcus Mosiah Garvey, Jamaica’s first
National Hero. This support impacted over 50
students.

Mr Noel Greenland and Mr Lance Rochester at the

Annual Employee Awards ceremony

Special Awardees at the Annual Employee Awards

ceremony

@ Scholarships

Bank of Jamaica continued its support for higher
education within the field of Economics through two
scholarships. The annual G. Arthur Brown Memorial
Scholarship is offered to a Jamaican national
pursuing a Master of Science degree in Economics
at the University of the West Indies (UWI), Mona
Campus. The maximum tenure of the scholarship is
two academic years. The value of the scholarship is
$900 000.00 per academic year. In addition, the
triennial Colin Fitz—Herbert Bullock Scholarship is
offered to a Jamaican national pursuing a Doctor of

Communications and Corporate

Social Responsibility
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Philosophy degree in Economics at UWI, Mona
Campus. The scholarship has a maximum tenure of
four academic years. The value of the scholarship
is $1 800 000.00 per academic year.

The Bank awarded the 2023 G. Arthur Brown
Memorial Scholarship to Ms Ashanae Aris. The
Colin  Fitz—Herbert Bullock Scholarship
holder is Ms Shenelle Guscott.

current

® St. Michael’s Primary School

Bank of Jamaica continued to support St Michael’s
Primary School, situated on Tower Street in
Kingston. In this regard, the Bank renovated the
staff room and sick bay area as a major project.
The Bank also provided additional educational
material which was distributed to students
throughout the review year. Over 300 of their
students as well as teachers benefitted from the
Bank’s sponsorship of a Christmas Treat in
December 2023.

® An Evening with the University Singers
On 20 December 2023, Bank of
successfully staged its annual concert, “An Evening
with the University Singers” at the University Chapel
at UWI, Mona campus. The University Singers
delighted the audience with a scintillating

Jamaica

Achievements in 2023

Bank of Jamaica in the Media

The Bank’s website had approximately 2.7 million
page-views from over 950 000 unique users on the
platform for the period 01 January to 31 December
2023. The top viewed pages and the most searched
google terms were the Home page as well as pages
relating to Foreign Exchange Rates and Careers.
Other pages frequently visited were Currency,
Financial System Regulation, Statistics, Legislation
and the Contact pages.

The website remained a critical interface for the
Bank as it helped to enhance the Bank’s credibility
and provided unlimited access to a wide cross—
section of individuals. With the Bank’s commitment
to clear and effective communication, the website
continued to undergo development to integrate new
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performance of the “Twelve Days of Christmas”
which featured over 70 costumed dancers. Bank of
Jamaica, in collaboration with Television Jamaica
(TVJ), also aired a recording of the live performance
on 25 December 2023. This recording was also
made available on the Bank’s YouTube channel.

features and functionalities in order to ensure that it
remains updated, modern and user—friendly. The
Bank's social media presence continued to expand
throughout the year, with notable growth recorded
on our YouTube channel, which surpassed 2 400
unique subscribers. The Bank’s Facebook page
increased to over 2 000 followers and its Instagram
page had over 2 500 followers. In addition, the
Bank’s account on ‘X’ (formally known as Twitter),
remained its primary means of communication and
surpassed 16 000 followers.

Inflation Watch, the Bank’s monthly YouTube series
on the inflation outturn using data provided by the
Statistical Institute of Jamaica (STATIN), was
revamped, during the review year, while maintaining
the same quality of information. Visual and audio

Communications and Corporate
Social Responsibility
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snippets from the programme were featured in the
business news segment on local radio and television
stations. Centrally Speaking, the Bank’s flagship
television series continued for a 5th season on TVJ
and the Bank’s YouTube channel and served as a
news source for the local media houses.

Regional Engagement

BOJ hosted the 61 Meeting of the Caribbean
Community (CARICOM) Committee of Central Bank
Governors over a two—day period, 02 — 03 November
2023, at the Ministry of Foreign Affairs and Foreign
Trade. Central bank governors reviewed the
regional and global financial markets,
macroeconomic environment, regional economic
outlook and developments in monetary policy. The
regional economic performance assessment
identified the key risks to macro—economic stability
in regional economies during the post—-pandemic
period, including high imported inflation,
geopolitical developments and climate vulnerability.

Annual Report 2023

It concluded that the region has generally recovered
from the pandemic with a return to growth, inflation
was trending downward and the banking system
remained sound. The outgoing chair of the
Committee of Central Bank Governors is Richard
Byles of Jamaica. Governor of the Central Bank of
Barbados, Dr Kevin Greenidge, will assume the
chair in 2024.

Over the period 01 — 03 November 2023, the Bank
in conjunction with the Caribbean Economic
Research Team (CERT) hosted local and regional
participants at the 54" Annual Monetary Studies
Conference under the theme, “Caribbean Central
Banks: Confronting Short—-Run Challenges while
Securing Long—Run Stability and Growth”. The
conference was highlighted by the 36" Adlith Brown
Memorial Lecture which was delivered by Professor
Avinash Persaud, on the topic “Central Banking in
the Age of Climate Change”.

Communications and Corporate

Special guest speaker Mr Douglas Orane (former Chairman and CEO of

Social Responsibility the Grace Kennedy group with interviewer Ms Anna—Kaye Smith at the

Bank’s People Leaders’ forum
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BOJ staff representing at the annual Sagicor SIGMA Run
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BANK OF JAMAICA

Notes to the Financial Statements (Continued)
Year ended December 31, 2023
(Presented in thousands of Jamaica Dollars unless otherwise indicated)

3. Material accounting policies (continued)
(b) Impairment of financial asscts

The Bank recognises allowances for expected credit losses (ECL) on financial asscts that are
debt instruments measured at amortised cost and FVOCIL.

The Bank measures loss allowances at an amount equal to life-time ECL, except for
investment securities that are determined to have low credit risk at the reporting date and
other financial instruments on which credit risk has not increased significantly since their
initial recognition. Loss allowances on these are measured at 12-month ECL.

The Bank considers a debt security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of ‘investment grade’. The Bank does not
apply the low credit risk exemption to any other financial instruments.

12-month ECL are the portion of ECL that result from default events on a financial
instrument that are possible within 12 months after the reporting date. Financial instruments
for which a 12-month ECL is recognised are referred to as “Stage 1 financial instruments”.

Life-time ECL are the ECL that result from all possible default events over the expected life
of the financial instrument. Finaneial instruments for which a lifetime ECL is recognised but
which are not credit-impaired are referred to as “Stage 2 financial instruments’.

Measurement of ECL
ECL are probability-weighted estimates of credit losses. They are measured as follows:

- financial assets that are not credit-impaired at the reporting date: as the present value
of all cash shortfalls (i.e. the difference between the cash flows due to the entity in
accordance with the contract and the cash flows that the Bank expects to receive); and

- financial assets that are credit-impaired at the reporting date: as the difference
between the gross carrying amount and the present value of estimated future cash
flows.

Credit-impaired financial assets

At each reporting date, the Bank assesses whether financial assets measured at amortised
cost and debt financial assels measured at FVOCI are credit-impaired (referred to as “Stage
3 financial assets”).

A financial asset is ‘credit-impaired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.

- significant financial difficulty of the borrower or issuer;

- abreach of contract such as a default or past duc event;

- the restructuring of a loan or advance by the Bank on terms that the Bank would not
consider otherwise;

- it is becoming probable that the borrower will enter bankruptey or other financial
reorganisation; or

- the disappearance of an active market for a security because of financial difficulties.
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