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News Release

22 August 2002
JAMAICA: BALANCE OF PAYMENTS DEVELOPMENTS

March 2002 & FY2001/02

The current account of the balance of payments recorded a deficit of US$31.7M in March 2002, an improvement of US$19.2M, relative to the deficit recorded in March 2001. The outturn for the month reflected improvements of US$34.5M and US$9.5M in the merchandise trade and current transfers balances, which were partly offset by deteriorations of US$15.2M and US$9.4M in the services and income accounts, respectively.

Merchandise Trade

The improvement in the merchandise trade deficit reflected a reduction of US$36.9M in payments for imports (f.o.b), which was partially countered by a decline of US$2.4M in export earnings relative to March 2001. The decline in imports was driven by respective reductions of US$32.6M, US$6.9M and US$4.9M in the values (c.i.f.) of raw materials, free zone and capital goods imports, which was partly countered by a growth of US$1.9M in consumer goods imports. The decline in raw material imports stemmed from reduced expenditure on other raw material purchases, in particular industrial supplies, as well as a decline in the value of fuel imports. The marginal contraction in exports reflected respective declines of US$1.7M, US$1.6M and US$1.1M in free zone exports, re-exports and non-traditional exports, partly offset by an increase of US$2.4M in major traditional exports.

Services

The deterioration in the surplus on the services account stemmed primarily from a fall of US$21.8M in net travel receipts. This contraction was influenced principally by a decline of 15.1 per cent in total visitor arrivals, reflecting respective reductions of 9.1 per cent and 23.3 per cent in stopover and cruise arrivals for the month, relative to March 2001.

Income

The deterioration in the income balance was driven by increased net investment income payments of US$9.3M, which was largely associated with higher imputed profit remittances of the direct investment companies.

Current Transfers

The improvement in current transfers reflected an increase of US$10.4M in net inflows to the private sector for the month.

Capital and Financial Accounts

 Within the financial account, net official inflows of US$40.5M and net private investment inflows amounting to US$112.7M were more than sufficient to finance the deficits on the current and capital accounts. Consequently there was a build-up of US$120.8M in the net international reserves of the Bank of Jamaica.

April to March 2002
The current account deficit expanded by US$226.1M to US$755.9M in FY2001/02, relative to the deficit for the previous fiscal year. With the exception of current transfers, all the sub-accounts contributed to the deterioration in the current account.
Merchandise Trade
The merchandise trade deficit widened by US$33.0M for the review period, relative to FY2000/01.  The deterioration stemmed from a contraction of US$98.0M in receipts from exports, which was partly countered by a US$65.0M decline in payments for imports (f.o.b.). All the export categories declined over the review period.  Major traditional exports contracted by US$21.3M, reflecting a fall in the value of alumina exports, which was partially offset by growth in the value of bauxite exports.  In addition, the values of sugar and banana exports declined by US$10.2M and US$4.8M, respectively. The contraction in the value of alumina exports was due to a 7.0 per cent fall in price, while the growth in bauxite exports was influenced by a 55.4 percent increase in export volumes. Sugar and banana exports were affected by reductions in both volume and price. Continued downturn in the garment industry during the review period was responsible for declines of US$36.4M and US$15.6M in non-traditional and free zone exports, respectively. Reduced spending on raw material imports, which outweighed the growth in capital and consumer goods imports, influenced the decline in the value of imports. Within the raw material category, lower fuel imports in the context of reduced oil prices, coupled with reduced purchases of other raw materials, accounted for the contraction. The growth in capital goods imports was attributable to increased expenditure on communication equipment, while the expansion in consumer goods imports stemmed from higher spending on jewellery and cellular telephones. 

Services

The contraction of US$224.1M in the surplus on the services account, relative to FY2000/01, primarily reflected a contraction of US$175.1M in net travel receipts, which was associated with the social disturbances in July and the events of 11 September 2001. In addition, net payments for other services increased by US$42.4 million, reflecting lower earnings from communication services and higher payments for financial and other business services.  

Income

The deficit on the income account widened by US$48.5M for the review period, attributable to higher interest payments on Government of Jamaica external debt, as well as increased imputed profit remittances of the foreign direct investment companies. 

Current Transfers

For the review period, net receipts from current transfers increased by US$79.5M, relative to FY 2000/01. Growth of US$134.7M in net inflows to the private sector more than offset the decline of US$55.2M in net official transfers.  The decline in net official transfers was due to the non-repetition of flows associated with the sale of cellular licenses in FY2000/01.

Capital & Financial Accounts

Within the financial account, net official inflows of US$590.5M and net private investment inflows of US$843.2M were more than sufficient to finance the deficits on the current and capital accounts.  Consequently, there was a build-up of US$655.4M in the net international reserves of the Bank of Jamaica. At the end of March 2002, the Bank’s gross reserves were US$2000.3 million, representing approximately 34.7 weeks of goods imports or 23.1 weeks of imports of goods and services.

The following table shows the balance of payments for March 2001, March 2002 and for the fiscal periods April to March 2001 and April to March 2002.

	BALANCE OF PAYMENTS SUMMARY

	(US$M)

	 
	Mar1/
	Mar2/
	
	Apr-Mar1/
	Apr-Mar2/

	 
	2001
	2002
	
	2000/01
	2001/02

	 
	
	
	
	
	

	1. CURRENT ACCOUNT
	-51.1
	-31.7
	
	-529.8
	-755.9

	A. GOODS and SERVICES
	-94.4
	-75.1
	
	-974.1
	-1198.9

	a. GOODS BALANCE
	-157.9
	-123.4
	
	-1540.9
	-1574.6

	        Exports (f.o.b.)
	122.5
	120.1
	
	1517.7
	1419.7

	        Imports (f.o.b.)
	280.4
	243.5
	
	3059.3
	2994.3

	b. SERVICES BALANCE
	63.5
	48.3
	
	566.8
	344.9

	        Transportation
	-18.2
	-17.3
	
	-253.6
	-260.2

	        Travel
	122.2
	100.4
	
	1149.6
	974.5

	        Other Services
	-40.5
	-34.8
	
	-329.2
	-371.6

	B. INCOME
	-25.1
	-34.5
	
	-382.4
	-430.9

	        Compensation of employees
	0.1
	0.0
	
	67.4
	73.0

	        Investment Income
	-25.2
	-34.5
	
	-449.8
	-503.9

	C. CURRENT TRANSFERS
	68.4
	77.9
	
	827.4
	906.9

	        Official
	4.6
	3.7
	
	134.7
	79.5

	        Private
	63.8
	74.2
	
	692.7
	827.4

	2. CAPITAL & FINANCIAL ACCOUNT
	51.1
	31.7
	
	529.8
	755.9

	A. CAPITAL ACCOUNT
	-0.4
	-0.7
	
	-6.8
	-22.4

	a. Capital Transfers
	-0.4
	-0.7
	
	-6.8
	-22.4

	        Official
	1.8
	1.8
	
	10.1
	3.6

	        Private
	-2.2
	-2.5
	
	-16.9
	-26.0

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

	B. FINANCIAL ACCOUNT
	51.5
	32.4
	
	536.6
	778.3

	        Other official investment
	-13.9
	40.5
	
	342.0
	590.5

	        Other private investment 3/
	245.1
	112.7
	
	777.4
	843.2

	        Reserves
	-179.7
	-120.8
	
	-582.8
	-655.4
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