
1/13/10

Press Release
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Government of Jamaica Announces

Domestic Debt Exchange

Kingston, Jamaica:  The Government of Jamaica today published the details of its offer to exchange approximately J$700 billion of its outstanding debt securities (excluding Treasury bills) issued in the local market for 24 series of new benchmark securities.  The exchange offer transaction is only open to residents of Jamaica.  Government of Jamaica bonds issued in the international markets are not included in this transaction, and no action in respect of such debt is contemplated.
Jamaica is current on all payments due under all of its debt obligations, including those eligible to participate in this exchange.

The transaction announced today is a par-for-par exchange.  Holders tendering an amount of existing bonds will receive at closing an equivalent principal amount of new benchmark securities, together with a cash payment of accrued interest on the tendered instruments through the settlement date of the transaction.

The principal objectives of this transaction are to put the Government’s debt service costs on a sustainable footing while at the same time improving the depth and liquidity of the Government bond market.  The Standby Agreement that Jamaica is negotiating with the International Monetary Fund (“IMF”) is expressly conditioned upon the successful completion of this exchange offer for domestic securities.

The domestic bonds eligible for the transaction include substantially all Government of Jamaica domestic bonds issued on or prior to December 31, 2009, which mature on or after February 16, 2010.  These comprise approximately 350 series of bonds denominated in both Jamaican dollars and U.S. dollars.  Treasury bills are not included in the transaction.

The new bonds issued in the exchange offer will be concentrated in 24 new benchmark issues governed under local law including Variable Rate Bonds (VRs), Fixed Rate bonds (FRs), and USD currency bonds similar to those currently in the market as well as new CPI-indexed bonds.  The Fixed Rate and CPI-indexed bonds will be issued in a non-callable format (in contrast, all existing bonds are callable at par).

The terms of the exchange offer are detailed in the Information Memorandum available on the website of the Ministry of Finance and the Public Service.  The exchange offer will expire on January 26, 2010, and settlement is expected on February 16, 2010.

“This debt management operation,” said Hon. Audley Shaw, Jamaica’s Minister of Finance, “is only part of our comprehensive economic recovery program.  But it is a crucial part.  Fiscal sustainability for Jamaica will require new tax measures, a reduction in public sector spending, a moderation in the cost of servicing the public sector debt, and other important structural reforms.  The Government is committed to taking all of these measures.”

The successful completion of this debt exchange offer is a prior action under Jamaica’s proposed letter of intent with the IMF.  Once approved by the board of the IMF, Jamaica will be able to access a package of approximately $2.4 billion of low cost funding from the IMF, the World Bank, the Inter-American Development Bank and the Caribbean Development Bank.  These resources will be used for balance of payments support, budgetary funding, project funding and support for the Jamaican financial sector.

“The market leaders in Jamaica are supporting this exchange offer,” said Minister Shaw.  “We have consulted with the leaders of all of the major financial institutions and the transaction has received broad support.”

Citifinance Limited, an affiliate of Citibank NA (Jamaica), is serving as the dealer manager for the transaction and Citigroup Global Markets Inc is financial advisor.

*
*
*
*

Questions to:  Mrs. Pamella McLaren, Senior Director, Debt Management Unit, Ministry of Finance and the Public Service (876) 932-5400.
This announcement is not an offer or a solicitation of offers to exchange any securities.  The exchange offer transaction described in this announcement is open only to residents of Jamaica and persons resident in any other jurisdiction are not eligible to participate in the transaction.  The distribution of materials relating to the exchange offer may be restricted by law in certain jurisdictions.  If such materials come into your possession, you are required by Jamaica to inform yourself of, and to observe, all of those restrictions.
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