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News Release

29 September 2004

JAMAICA:

BALANCE OF PAYMENTS DEVELOPMENTS

June 2004 & April to June 2004

(Preliminary)
Preliminary estimates of the Balance of Payments for June 2004 indicate a reduction in the deficit on the current account to US$16.7MN, relative to a deficit of US$108.3MN in June 2003. The significant improvement in the current account reflected a contraction of US$75.9MN in the deficit on the merchandise trade account, supported by respective improvements of US$13.6MN and US$11.9MN in the surpluses on the current transfers and services accounts.  These changes were partly offset by an increase of US$9.9MN in the deficit on the income account. Within the financial account, net official and private capital investment outflows were recorded. In this context, there was a draw down of US$111.6MN in the net international reserves of the Bank of Jamaica. 

Merchandise Trade

The improvement in the merchandise trade deficit reflected an expansion of US$22.1MN in receipts from exports, as well as a reduction of US$53.8MN in payments for imports (f.o.b.), relative to June 2003. The expansion in exports primarily reflected an increase of US$14.8MN in earnings from sugar, as there had been no export of this commodity in June 2003. In addition, receipts from non-traditional exports expanded by US$8.1MN for the review month. The contraction in expenditure on imports was mainly attributed to reductions in raw materials and machinery and transport equipment imports, in particular, fuel and communication and transport equipment. The value of fuel imports contracted by US$39.6MN, due to a change in the grade of oil imported in June 2004, relative to June 2003. 

Services

The estimated expansion in the surplus on the services account indicated net receipts being higher by US$11.8MN on the travel sub-account, as well as a reduction of US$3.6MN in the deficit on the transportation sub-account.  These changes were partially offset by a small increase in the deficit on the other services sub-account. Gross inflows to the travel sub-account rose by US$12.8MN, influenced by increases of 12.3 per cent and 4.0 percent in the number of visitors to the Island and the average daily expenditure per person, respectively. The growth in visitors to the Island was driven by respective increases of 9.7 per cent and 17.9 per cent in foreign national stop over visitors and cruise passenger arrivals, relative to June 2003.  

Income

An increase of US$11.4MN in net investment income outflows accounted for the widening of the deficit on the income account in June 2004, relative to June 2003.  The higher level of outflow was influenced mainly by an increase in the imputed profit remittances of the direct investment companies, as well as by higher interest payments on Government of Jamaica’s external debt.

Current Transfers
The improvement in the current transfers account reflected net private inflows being higher by US$13.4MN for the review month. The increase in net private sector inflows indicated an expansion of US$22.7MN in gross inflows, which was partially offset by growth of US$9.3MN in gross outflows. Building societies recorded an increase of US$9.8MN in gross inflows while remittance companies registered growth of US$7.9MN relative to June 2003. 

Capital & Financial Accounts
Surpluses of US$0.3MN and US$16.4MN were recorded on the capital and financial accounts for the review month, respectively, relative to June 2003. Within the financial account, net private and official investment outflows of US$73.8MN and US$21.4MN respectively, were recorded. Given these outflows, as well as the current account deficit, there was a draw down of US$111.6MN in the net international reserves of the Bank of Jamaica. 
April to June 2004

The current account balance improved by US$115.8MN to a deficit of US$63.5MN for the period April to June 2004, relative to the deficit recorded for the corresponding period in 2003. This improvement reflected a contraction of US$105.8MN in the deficit on the goods account, as well as respective increases of US$22.7MN and US$38.2MN in net receipts from services and current transfers. An expansion of US$50.8MN in the deficit on the income account partly countered these improvements. Within the financial account, net official and private investment inflows, combined with a surplus on the capital account, were more than sufficient to offset the current account deficit. Consequently, there was a build up of US$35.4MN in the net international reserves during the review period.

Merchandise Trade

An expansion of US$75.3MN in the value of exports, supported by a US$30.5MN decline in imports (f.o.b.), contributed to the improvement in the merchandise trade deficit for the review period. The increased earnings from exports were principally associated with higher exports of sugar and alumina.  Non-traditional exports, particularly diesel and kerosene, also recorded higher earnings during the review period.  The decline in expenditure on imports was attributed mainly to lower spending on mineral fuels, chemicals, and machinery and transport equipment.

Services
The expansion in the surplus on the services account reflected an increase of US$22.4MN in net travel receipts, as well as a reduction of US$7.8MN in the deficit on the transportation sub-account. Total visitor arrivals for the period grew by 9.4 per cent, relative to the corresponding period in 2003, influenced by increases of 12.8 per cent and 5.7 per cent in foreign national stopover and cruise visitor arrivals, respectively. Partially offsetting the improvement in the surplus on the services account was an increase of US$7.5MN in the deficit on the other services sub-account. 

Income

Higher imputed profit remittance by the direct investment companies was the main factor contributing to the increase of US$57.8MN in net investment income outflows. This was partially countered by an improvement of US$7.0MN in net receipts from compensation of Jamaicans working overseas.

Current Transfers
The improved surplus on the current transfers account was primarily influenced by an increase of US$42.4MN in net private inflows. This increase stemmed from an expansion of US$71.5MN in gross inflows, which was partially offset by an increase in outflows of US$29.1MN.  Respective increases of US$38.1MN and US$15.4MN in inflows through commercial banks and remittance companies were largely responsible for the growth in gross inflows. 

Capital & Financial Accounts
Respective surpluses of US$1.1MN and US$62.4MN were recorded on the capital and financial accounts for the review period.  Within the financial account, net official inflows of US$73.1MN, which reflected Government’s successful debt raising activities on the international capital market during April along with net private investment inflows of US$24.7MN, were recorded. These surpluses were more than sufficient to finance the deficit on the current account. Consequently, there was a build up of US$35.4MN in the net international reserves of the Bank of Jamaica. At the end of June 2004, the level of gross reserves stood at US$1 630.3MN, representing 17.6 weeks of imported goods and services. 

The following table shows the balance of payments for June 2003, June 2004 and for the periods April to June 2003 and April to June 2004.

	BALANCE OF PAYMENTS SUMMARY

	(US$MN)

	 
	
	
	
	
	
	 

	 
	June
	June 1/
	
	Apr-June
	Apr-June 2/
	 

	 
	2003
	2004
	Change
	2002/03
	2003/04
	Change

	 
	
	
	
	
	
	 

	1. Current Account
	-108.3
	-16.7
	91.5
	-179.3
	-63.5
	115.8

	   A. Goods Balance
	-196.3
	-120.4
	75.9
	-469.7
	-363.9
	105.8

	          Exports
	112.7
	134.8
	22.1
	346.0
	421.3
	75.3

	          Imports
	309.0
	255.2
	-53.8
	815.7
	785.2
	-30.5

	 
	
	
	
	
	
	 

	   B. Services Balance
	47.6
	61.1
	13.6
	127.5
	150.2
	22.7

	          Transportation
	-18.4
	-14.8
	3.6
	-40.5
	-32.7
	7.8

	          Travel
	101.7
	113.5
	11.8
	265.2
	287.6
	22.4

	          Other Services
	-35.8
	-37.6
	-1.8
	-97.2
	-104.7
	-7.5

	 
	
	
	
	
	
	 

	   C. Income
	-55.7
	-65.6
	-9.9
	-117.4
	-168.2
	-50.8

	          Compensation of employees
	5.4
	7.0
	1.6
	7.0
	14.0
	7.0

	          Investment Income
	-61.1
	-72.5
	-11.4
	-124.4
	-182.2
	-57.8

	 
	
	
	
	
	
	 

	   D. Current Transfers
	96.2
	108.1
	11.9
	280.2
	318.4
	38.2

	          Official
	8.9
	7.4
	-1.5
	26.1
	21.9
	-4.2

	          Private
	87.3
	100.7
	13.4
	254.1
	296.5
	42.4

	 
	
	
	
	
	
	 

	2. Capital & Financial Account
	108.3
	16.7
	-91.5
	179.3
	63.5
	-115.8

	   A. Capital Account
	0.3
	0.3
	0.0
	-0.1
	1.1
	1.2

	          Capital Transfers
	-0.1
	-0.1
	0.0
	-0.5
	0.7
	1.2

	            Official
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0

	            Private
	-0.1
	-0.1
	0.0
	-0.5
	0.7
	1.2

	    Acq/disp. of non-produced non-fin. assets
	0.4
	0.4
	0.0
	0.4
	0.4
	0.0

	 
	
	
	
	
	
	 

	   B. Financial Account
	108.0
	16.4
	-91.5
	179.4
	62.4
	-117.0

	          Other Official Investment
	-17.7
	-21.4
	-3.7
	-50.8
	73.1
	123.9

	          Other Private Investment 
	19.8
	-73.8
	-93.6
	17.9
	24.7
	6.7

	          Reserves
	105.9
	111.6
	
	212.3
	-35.4
	 

	          Govt. Reserves
	0.0
	0.0
	
	0.0
	0.0
	 

	
	
	
	
	
	
	 

	1/ Preliminary
	
	
	
	
	
	 

	2/ Provisional
	
	
	
	
	
	 

	3/ Includes Errors & Omissions)
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