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News Release

05 January 2001
JAMAICA: BALANCE OF PAYMENTS DEVELOPMENTS

AUGUST 2000

For August 2000, the current account of the balance of payments recorded a deficit of US$15.7M, a deterioration of US$9.9M relative to the deficit recorded for August 1999. With the exception of merchandise trade, all the sub-accounts contributed to the widening of the deficit on the current account.

Merchandise Trade

The deficit on the merchandise trade account narrowed by US$0.9M to US$90.4M in August 2000 relative to August 1999. This marginal improvement resulted from an expansion of US$9.6M in earnings from exports, which was partly offset by an increase of US$8.7M in expenditure on imports. 
Exports

Total exports for the month were valued at US$136.5M, of which US$107.2M was attributed to general merchandise exports, representing an improvement of US$12.5M relative to August 1999.  Exports from the free zone areas and goods procured in Jamaican ports by foreign carriers were valued at US$26.8M and US$2.5M, respectively. 

The growth in earnings from the general merchandise category was influenced by respective increases of US$12.4M and US$1.3M in major traditional and other traditional exports, with a partial offsetting decline of US$0.7M in non-traditional exports. 

Within the major traditional export category, increased earnings of US$17.0M and US$1.0M were reported for alumina and bauxite, while declines of US$5.5M and US$0.2M were recorded for sugar and bananas. Alumina earnings benefited from a 6.9 percent increase in price and a 25.9 percent expansion in volume.  There was no export of sugar in August 2000.  

Growth of US$1.6M in earnings from coffee exports was largely responsible for the upturn in the other traditional category, while the reduction in the value of non-traditional exports was influenced by declines in food and crude materials. 

Imports

Total imports (f.o.b.) were valued at US$226.9M for August 2000, US$8.7M higher than the figure reported for August 1999. General merchandise purchases (c.i.f.) were valued at US$252.8M, while freezone imports and goods procured in foreign ports by the domestic carrier amounted to US$11.0M and US$1.9M, respectively. 

Within the general merchandise import category, the c.i.f. values of consumer goods and capital goods expanded by US$19.2M and US$3.6M, with a partial offsetting reduction of US$10.2M in 

expenditure on raw materials. The growth in the value of consumer goods largely reflected an increase of US$10.2M in durable goods with motor car imports accounting for US$2.9M. Imports of other non- durable goods grew by US$8.7M dominated by expansions in imports of medicaments and hosiery.  The expansion in capital goods imports emanated from higher spending on transport and equipment.  The decline in raw material imports for the month was influenced by a contraction of US$10.8M in the fuel bill due to lower volume.
Services
The services account recorded a surplus of US$54.6M for August 2000, a reduction of US$1.8M relative to the surplus recorded in August 1999.  This  outturn was influenced mainly by an increase of US$8.0M in net payments on the “other services account,” reflecting payment of US$8.2M for financial charges on government debt raising. An increase of US$5.7M in net travel receipts was a countervailing influence on the services balance. The improvement in the travel sector emanated from a 23.3 percent increase in total visitor arrivals. 

Income 

For August 2000, the deficit on the income account deteriorated by US$7.3M to US$32.4M relative to August 1999. Increased net investment income payments of US$7.7M attributable to the imputed profitability of the direct investment companies were responsible for this performance. 

Current Transfers

Relative to August 1999, net receipts from current transfers fell by US$1.7M to US$52.5M for the review month influenced by declines in both the official and private sectors.

Capital and Financial Accounts

For the review month, a surplus of US$0.7M was recorded on the capital account, US$0.3M lower than the surplus for August 1999.  The financial account registered a surplus of US$15.0M relative to the surplus of US$4.8M for the comparable month of 1999.  The improvement in the financial account was attributable to a surplus of US$208.2M in net official investment inflows relative to a deficit of US$18.2M in August 1999. This surplus was due to the receipt of the proceeds from the Eurobond issue of US$225.0M.  The surpluses on the net official investment account and the capital account were more than sufficient to finance the shortfall on the private investment account and the deficit on the current account, thus facilitating a build-up of US$146.7M in the net international reserves of the Bank of Jamaica.
For the fiscal period April to August 2000/01 the current account deficit widened by US$12.0M to US$60.8M relative to the deficit recorded in April to August 1999/00.   Higher net payments on the goods and income accounts were responsible for the deterioration on the current account. 

Merchandise Trade 

The deficit on the merchandise trade account widened by US$60.4M for the review period, as the expansion of US$66.4M in the import bill totally offset improved earnings of US$5.9M from exports.
Exports 

Total export earnings for April to August 2000/01 were valued at US$667.3M (f.o.b.), of which the general merchandise group accounted for US$545.7M, freezone exports, US$109.1M and goods procured in Jamaican ports by foreign carriers, US$12.6M.

The out-turn for general merchandise exports reflected an increase of US$4.0M relative to April to August 1999/00, which was driven by respective expansions of US$5.4M and US$4.3M in earnings from major traditional and other traditional exports.  Partially offsetting these improved performances were reduced earnings of US$8.0M for non-traditional exports. The improvement in major traditional exports stemmed solely from increased earnings of US$37.1M from alumina as bauxite, sugar and bananas all reflected declines compared with the similar period in 1999/2000. An increase in earnings from coffee exports, attributed to increased demand on the international market was responsible for the performance of the other traditional export category.  For the non-traditional group, the fall-off was a result of reduced earnings from garments, chemicals and food. 

Imports

For the review period, total imports (f.o.b.) amounted to US$1164.6M. General merchandise imports (c.i.f) were valued at US$1,292.0M, while imports for the free-zones  and goods procured in foreign ports by the domestic carrier amounted to US$53.5M and US$9.5M respectively, relative to April to August 1999/00.  
The performance of the general merchandise group reflected an increase of US$91.0M attributable to expansions in the c.i.f. values of all sub-categories of imports. In the raw materials category, payments for fuel imports grew by US$60.9M reflecting higher international price. For consumer goods, the expansion amounted to US$20.9M with other non-durables and durables accounting for respective increases of US$16.1M and US$9.5M. A smaller growth of US$3.4M was recorded for capital goods as increased spending of US$6.8M for transport and equipment, was partially offset by reduced payments of US$4.4M for construction materials. 

Services

For April to August 2000/01, a surplus of US$297.3M was recorded on the services account, representing growth of US$27.4M above the surplus recorded for the period April to August 1999/00. An increase of US$31.3M in net travel receipts and a reduction of US$7.7M in net payments for transportation services were responsible for this performance. However, higher net payments for “other services” largely attributable to financial charges on government debt raising served as a countervailing influence.  Net travel receipts benefited from a 14.4 percent increase in total visitor arrivals for the period, bolstered by a 30.0 percent expansion in cruise arrivals. 

Income

Relative to April to August 1999/00, the deficit on the income account widened by US$31.9M to US$189.8M for the fiscal period. The growth in net income payments was attributed to increased net investment income payments of US$30.2M, associated with higher imputed profits of the direct investment companies.  

Current Transfers

Net current transfers improved by US$52.9M to US$329.0M for the review period, relative to April to August 1999/00.    This performance was influenced mainly by a US$52.6M expansion in net official inflows relating to two payments for cellular licenses. 

Capital & Financial Accounts

For the fiscal period April to August 2000/01, the capital and financial accounts recorded respective surpluses of US$6.8M and US$54.0M, relative to the surpluses of US$4.2M and US$44.6M reported for April to August 1999/00. The improvement on the the financial account was dominated by growth of US$327.9M in net official investment inflows largely representing receipts from the US$225.0M Eurobond issue. The surpluses on the official and private investment sub-accounts and the capital account were sufficient to finance the deficit on the current account and contributed to a buildup of US$231.9M in the net international reserves of the Bank of Jamaica.

The following table shows the balance of payments performance for August 1999 and August 2000 and April to August 1999/00 and 2000/01.
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	Apr-Aug
	Apr-Aug

	 
	1999
	2000
	1999/00
	2000/2001

	 
	 
	 
	 
	 

	1. CURRENT ACCOUNT
	-5.8
	-15.7
	-48.8
	-60.8

	A. GOODS and SERVICES
	-34.9
	-35.8
	-167.0
	-200.0

	a. GOODS BALANCE
	-91.3
	-90.4
	-436.9
	-497.3

	        Exports (f.o.b.)
	126.9
	136.5
	661.4
	667.3

	        Imports (f.o.b.)
	218.2
	226.9
	1098.3
	1164.6

	b. SERVICES BALANCE
	56.4
	54.6
	269.9
	297.3

	        Transportation
	-17.9
	-17.4
	-97.4
	-89.7

	        Travel
	98.8
	104.5
	481.1
	512.4

	        Other Services
	-24.5
	-32.5
	-113.8
	-125.4

	B. INCOME
	-25.1
	-32.4
	-157.9
	-189.8

	        Compensation of employees
	8.8
	9.2
	24.1
	22.4

	        Investment Income
	-33.9
	-41.6
	-182.0
	-212.2

	C. CURRENT TRANSFERS
	54.2
	52.5
	276.1
	329.0

	        Official
	4.1
	3.6
	22.4
	75.0

	        Private
	50.1
	48.9
	253.7
	254.0

	2. CAPITAL & FINANCIAL ACCOUNT
	5.8
	15.7
	48.8
	60.8

	A. CAPITAL ACCOUNT
	1.0
	0.7
	4.2
	6.8

	a. Capital Transfers
	1.0
	0.7
	4.2
	6.8

	        Official
	0.2
	0.1
	0.8
	3.9

	        Private
	0.8
	0.6
	3.4
	2.9

	b. Acq./disposal of non-prod. non-fin'l assets
	0.0
	0.0
	0.0
	0.0

	B. FINANCIAL ACCOUNT
	4.8
	15.0
	44.6
	54.0

	        Other official investment
	-18.2
	208.2
	-198.2
	129.7

	        Other private investment  2/
	26.8
	-46.5
	152.1
	156.2

	        Reserves
	-3.8
	-146.7
	90.7
	-231.9
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