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P R E F A C E

This issue of Bank of Jamaica's Quarterly Monetary Policy
Report reviews the main factors that influenced inflation
and the role of monetary policy during the June quarter. It
also presents the Bank's perspective on future economic
trends and the path of monetary policy over the short to
medium term.  This edition also includes features on the
recovery of the banking system, the most recent Article IV
consultat ion by the Internat ional Monetary Fund and
Jamaica's sovereign credit rating by Standard and Poor's.

The developments in the review quarter are set against
policy targets for the fiscal year, which runs from April to
March. In some instances the data used in the preparation
of the report are provisional and are therefore subject to
change. 
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O V E R V I E W

During the June quarter, Bank of Jamaica maintained its
policy of gradually easing monetary and credit conditions
as the macroeconomic fundamentals continued to
strengthen.  Core inflation again averaged about 1.0 per
cent for the quarter, the exchange rate remained stable
while production indicators pointed to further recovery in
the real sector.  In this context, the Bank reduced its signal
interest rate by 125 basis points during the quarter to 14.25
per cent and lowered the cash reserve requirement by 1.0
percentage point to 11.0 per cent.  One development of
note, however, was the impact of the 33.0 per cent
adjustment to bus fares on 2 June that pushed headline
inflation for the quarter to 2.9 per cent and which created
an isolated shock to the steady downward trend in inflation.
This adjustment is expected to have very limited second-
round effects and does not constitute a basis for tightening
monetary policy.

Broad macroeconomic policy for fiscal year 2001/02 was
set against the background of steady improvement in the
economy and a strong endorsement of the Government's
policy direction by the International Monetary Fund (see
feature in Box 3).  This improved outlook was reinforced
by the upgrade of Jamaica's sovereign debt ratings by
Standard and Poor's in early May (Box 1).  

The assessments by the international agencies facilitated
the complet ion of Government's external borrowing
programme early in the fiscal year and helped to ease
conditions in the domestic financial markets.

A substantial portion of the funds raised abroad was sold to
Bank of Jamaica and the proceeds used by Government to
settle local debt instruments as they matured.  The liquidity
thus generated exerted some pressure on the exchange rate
as there was a shortage of domestic instruments in the
context of a net redemption of Government securities.  The
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Bank responded to the additional demand for foreign
exchange through sales to the inter bank market which
resulted in a relatively stable rate of exchange over the
period.  Concurrently, the Bank added Certificates of
Deposit to its menu of open market instruments. These
were made available to Primary Dealers in the same tenors
as reverse repurchase agreements.  The additional capacity
to manage domestic liquidity allowed the Bank to meet the
target for base money for the quarter while leading the
reduction in interest rates.  Broad money supply growth is
also estimated to have been within the target range.

Rates in the money market fel l during April and May in the
context of relatively liquid market conditions.  However,
some institutions had heavy borrowing requirements in
early June and when combined with the auction of several
tranches of LRS, liquidity conditions generally tightened
during the month. By the end of the quarter therefore, short
term market conditions had pushed up the yields on new
medium term instruments.  These increases were not
precipitated by a change in the economic fundamentals and
are likely to be reversed in the September quarter. 

It was estimated that there was positive real growth in all
sectors of the economy during the review quarter. The
agriculture and mining sectors accounted for most of the
improvements seen in the goods producing sectors with the
manufacturing and construction sectors recording marginal
growth. Within the services sector the prominent sub-
sectors were basic services, distribution and miscellaneous
services.  The basic services sector was driven primarily by
developments in the transport, storage and communication
industries.  The prospects for stronger growth have been
boosted by evidence of recovery in the financial sector
(Box 2) where, for several years during the restructuring
process, there had been a sharp reduction in bank-funded
investments.  

Economic activity was disrupted in some parts of the Island
for two days in July.  Given the limited impact on major
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sectors such as agriculture, mining, manufacturing and
distribution, the earlier prospects for expansion in these
areas remain. However, the wide international publicity
could have an impact on tourism bookings  although strong
efforts are being made to counter this.  Overall, the trend
expansion in GDP observed over the past two quarters is
expected to continue for the rest of the year. 

Despite the higher inflation outturn in the June 2001
quarter, inflation has maintained its stable downward trend
observed over the past three years. This is also reflected in
the annual average inflation, which following the sl ight
increase in the latter part of 2000, continues to fall. This
trend in inf lat ion is expected to cont inue into the
September quarter. 

Assuming that oil prices stabilize, other components of
imported inflation remain moderate, and the exchange rate
remains stable, inf lat ion in the September quarter is
expected to be 2.0 per cent (± 0.3 percentage points). This
would bring the twelve-month inflation to 6.2 per cent at
end September. The main inf lat ionary impulses are
expected to emanate from seasonal increases in food prices
and education costs, in addition to adjustments in utility
and postal rates.

The major chal lenge to economic pol icy remains
strengthening the recovery in the real sector. Despite
positive signals from the financial markets over the past
year, private sector credit demand remains sluggish. This
has been associated with the slow decline in lending rates
and the more str ingent lending cr i ter ia appl ied by
commercial banks. Although higher levels of investment
will be required over the medium term, a continuation of
growth over the short-term wil l  have to come from
significant improvements in productivity. As such, there is
urgent need for speedy implementation of the proposed
labour market reforms. 
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In sum, macroeconomic indicators since the start of the
fiscal year continue to be favourable despite the temporary
shock to inflation. The economic recovery is expected to
continue in spite of the adverse effects of recent
disturbances. Monetary policy will remain committed to
the programme targets in support of the growth process.
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1

Money and Credi t

B a s e  M o n e y
T h e  g r o w t h  i n  t h e  m o n e t a r y  b a s e ,  t h e  B a n k ' s  m a i n
ope r a t i ng  t a r g e t ,  h a s  been  i n  l i n e  w i t h  t h e  mac roeconom ic
p r o g r a m m e .  I n  t h i s  r e g a r d  b a s e  m o n e y  m a n a g e m e n t
con t i n u ed  t o  b e  a  ma jo r  f a c to r  i n  t h e  con t a i nmen t  o f
i n f l a t i on  du r i ng  t h e  qua r t e r .

The  ma i n  mone t a r y  po l i c y  a c t i on s  e f f e c t ed  du r i n g  t h e
qua r t e r  we r e  t h e  r educ t i ons  i n  t h e  s i gn a l  r a t e  a nd  t h e
s t a t u t o r y  r e s e r v e  r e q u i r e m e n t .  O n  0 1  J u n e ,  t h e  B a n k
r educed  t h e  c a sh  r e s e r v e  r equ i r emen t  by  one  p e r c en t a g e
po i n t  f r om  12 . 0  p e r  c en t  t o  11 . 0  p e r  c en t .  Acco rd i ng l y ,  t h e
l i q u i d  a s s e t  r e q u i r e m e n t  w a s  a l s o  r e d u c e d  b y  o n e
pe r c en t a g e  po i n t  t o  29 . 0  p e r  c en t .  The  r educ t i on  i n  t h e  c a sh
r e s e r v e  r equ i r emen t  con t r i bu t ed  t o  i n c r e a s ed  l e v e l s  o f
l i qu id i t y  i n  t h e  f i n anc i a l  s y s t em .   Aga i n s t  t h e  backg round
o f  i n c r e a s e d  l i q u i d i t y  a n d  a  s t a b l e  f o r e i g n  e x c h a n g e
ma rk e t ,  t h e  s i g n a l  r a t e  was  r educed  by  125  b a s i s  po i n t s  t o
14 . 25  pe r  c en t  du r i ng  t h e  qua r t e r .

The  f i n anc i a l  s y s t em  r ema i n ed  f a i r l y  l i qu id  fo r  mos t  o f  t h e
r e v i ew  qua r t e r .  Th i s  occu r r ed  i n  a  con t e x t  whe r e  f u nds
r a i s ed  on  t h e  i n t e r n a t i ona l  f i n anc i a l  ma rke t s  we r e  u s ed  to
f i n ance  a  r educ t i on  i n  t h e  ou t s t a nd i ng  s tock  o f  domes t i c
deb t ,  t h e r eby  f ac i l i t a t i ng  a  r educ t i on  i n  domes t i c  i n t e r e s t
r a t e s .  The r e  was  a l so  a  s i gn i f i c an t  i nc r e a s e  i n  t h e  coun t r y ' s
s tock  o f  o f f i c i a l  n e t  i n t e rna t i ona l  r e se rves  (NIR) .  The
i nc r e a s ed  l e v e l s  o f  J ama i c a  Do l l a r  l i q u i d i t y  was  abso rbed
t h r o u g h  t h e  B a n k ' s  o p e n  m a r k e t  w i n d o w ,  e n a b l i n g  b a s e
m o n e y  t o  c o n t r a c t  b y  0 . 1  p e r  c e n t  a n d  r e m a i n  i n  l i n e  w i t h
ta rge t .  

O n e  o f  t h e  m a j o r  c h a l l e n g e s  f a c e d  b y  t h e  B a n k  d u r i n g  t h e
qua r t e r  was  t h e  s t e r i l i z a t i on  o f  c ap i t a l  i n f l ows  gene r a t ed
f r o m  e x t e r n a l  b o r r o w i n g  b y  t h e  G o v e r n m e n t .  B y  t h e  e n d  o f

1 .    M o n e t a r y  P o l i c y  a n d  F i n a n c i a l  M a r k e t s
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r e q u i r e m e n t  a n d  l o w e r s  s i g n a l  r a t e .

F i g u r e  1 . 1
B a s e  M o n e y
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t h e  q u a r t e r  t h e  G o v e r n m e n t  h a d  a c h i e v e d  t h e  e x t e r n a l
c o m m e r c i a l  b o r r o w i n g  o f  U S $ 4 0 0  m i l l i o n  o r  a p p r o x i m a t e l y
J$18  b i l l i on  p l anned  fo r  t h e  f i sca l  y ea r .

The  Bank  added  c e r t i f i c a t e s  o f  d epos i t  (CDs )  t o  i t s  menu  o f
o p e n  m a r k e t  i n s t r u m e n t s  o n  2 9  M a y  2 0 0 1  i n  a  b i d  t o
i nc r e a se  i t s  open  ma rke t  c apab i l i t i e s .  A l l  t h e  t e rms  and
cond i t i ons  app l i c ab l e  t o  r eve r s e  r epu rchase  t r ansac t i ons
w e r e  m a d e  a p p l i c a b l e  t o  C D s ,  e x c e p t  f o r  t h e  u n d e r l y i n g
secu r i t i e s .  Th i s  en ab l ed  t h e  Bank  t o  abso rb  $12 . 7  m i l l i on  i n
e xce s s  l i q u i d i t y  f r om  t h e  s y s t em  t h rough  open  ma rk e t
ope r a t i ons  (see Table 1.1 ).  

T h e  s t o c k  o f  c u r r e n c y  i s s u e d  b y  t h e  B a n k  o f  J a m a i c a
c o n t r a c t e d  b y  0 . 8  p e r  c e n t  o v e r  t h e  p e r i o d .  T h i s  w a s
e x p e c t e d  h o w e v e r ,  s i n c e  t h e  q u a r t e r  i s  n o r m a l l y
c h a r a c t e r i z e d  b y  r e l a t i v e l y  l o w  c u r r e n c y  d e m a n d .  T h e
cu r r ency  t o  depos i t  r a t i o  f e l l  f r om  15 . 1  pe r  c en t  a t  e nd
Ma rch  t o  14 . 9  p e r  c en t  a t  e nd  J un e  due  t o  a  f a s t e r  g row th  i n
loca l  depos i t s .

T h e  d e c l i n i n g  t r e n d  i n  i n t e r e s t  r a t e s  o b s e r v e d  i n  t h e
p r ev i ou s  qua r t e r  con t i n u ed  t h roughou t  mos t  o f  t h e  J un e
qua r t e r .  I n  t h e  con t e x t  o f  s t r ong  f o r e i g n  i n f l ows  and
r e l a t i v e  s t ab i l i t y  i n  t h e  fo r e i gn  exchange  ma rke t ,  t h e  Bank
e f f ec t ed  a  r educ t i on  i n  i n t e r e s t  r a t e s  on  t h e  en t i r e  spec t r um
of  i t s  i n s t r umen t s  t owa rds  t h e  e nd  o f  May  and  ag a i n  a t  t h e
b e g i n n i n g  o f  J u n e .  T h e  s i g n a l  r a t e  w a s  f i r s t  l o w e r e d  f r o m
1 5 . 5  p e r  c e n t  t o  1 4 . 7 5  p e r  c e n t  a n d  t h e n  t o  1 4 . 5  a n d  1 4  . 2 5
pe r  c en t .  The  i n c r e a s e  i n  l i q u i d i t y  i n  t h e  money  ma rk e t
f ac i l i t a t ed  a  dec l i n e  i n  p r i v a t e  money  ma rke t  r a t e s ,  a s  we l l
a s  t h o s e  o n  G o v e r n m e n t  i n s t r u m e n t s .

On  08  J un e ,  t h e  r a t e s  on  a l l  t e no r s  o f  r e v e r s e  r epu r cha s e s
w e r e  r e d u c e d ,  e x c e p t  f o r  t h o s e  o n  t h e  2 7 0  a n d  3 6 5 - d a y
i n s t r umen t s .  Th i s  occu r r ed  i n  a  con t ex t  o f  a n  i nc r e a s ed
p r e f e r ence  fo r  sho r t e r  t e rm  ma tu r i t i e s  by  i nves to r s .  The
a im  o f  t h e  mone t a r y  au t ho r i t i e s  was  t o  i nduce  i nv e s to r s  t o
m o v e  t o  t h e  l o n g e r  e n d  b y  i n c r e a s i n g  t h e  p r e m i u m  o n  t h e
longe r  t eno rs .

T a b l e  1 . 1

Tab le  1 .2

B O J O P E R A T I N G T A R G E T S
J u n e  2 0 0 1

( F l o w s  -  J $ m n )

B O J S i g n a l  R a t e
( 3 0 - d a y  R e v e r s e  R E P O )

Date %
Mar 31 15.50
May 21 14.75
June 08 14.50
June 25 14.25

Actual 

11 694.1 
-11 719.1

303.0

-12 723.1
701.0

-25.0

-137.0
-77.9
189.9

-0.1   

Target

2 300.5
- 2 267.0

8 450.2

-11 841.5
1 124.3

33.5

520.5
-511.0

24.0

0.1   

NIR
Net Dom. Assets     
- Net Claims on       

Public Sector         
- Open Market 

Operations          
- Other                     

Monetary Base        

- Current Issue         
- Cash Reserve         
- Current Account    

Growth (%)

Deviation

9 393.6
-9 452.1

-8 147.2

-881.6
-423.3

-58.5

-657.5
433.1
165.9

-0.2  
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M o n e y  S u p p l y1

T h e  g r o w t h  i n  a l l  m e a s u r e s  o f  d o m e s t i c  m o n e y  s u p p l y
s l o w e d  r e l a t i v e  t o  t h e  J u n e  2 0 0 0  q u a r t e r .  T h e  b r o a d
m e a s u r e  o f  m o n e y  s u p p l y  ( M 3 J )  i n c r e a s e d  b y  2 . 3  p e r  c e n t
fo r  t h e  J une  2001  qua r t e r  r e l a t i v e  t o  t h e  2 . 1  p e r  c en t
a n t i c i p a t e d  i n  t h e  e c o n o m i c  p r o g r a m m e  a n d  t h e  4 . 1  p e r
c en t  f o r  t h e  co r r e spond i ng  pe r i od  l a s t  y e a r .   The  twe l v e -
m o n t h  g r o w t h  r a t e  o f  8 . 7  p e r  c e n t  a s  a t  e n d  J u n e  2 0 0 1 ,
compa r e s  f a vou r ab l y  w i t h  t h e  15 . 7  p e r  c en t  r e co rded  i n
J u n e  2 0 0 0 .

T h e  i n c r e a s e  i n  m o n e y  s u p p l y  w a s  i n f l u e n c e d  b y  g r o w t h  i n
s av i ng s ,  d emand  and  o t h e r  d epos i t s ,  wh i ch  was  p a r t i a l l y
o f f s e t  by  a  dec l i n e  i n  t ime  depos i t s .   Depos i t s  h e l d  by
b u s i n e s s  f i r m s  a n d  h o u s e h o l d s  d r o v e  t h e  i n c r e a s e  i n
d e m a n d  d e p o s i t s .  H o w e v e r ,  s a v i n g s  d e p o s i t s  b y  b u s i n e s s
f i r m s  d e c l i n e d  w h i l e  s a v i n g s  a c c o u n t s  o f  i n d i v i d u a l s
i nc r e a s ed .  

D e m a n d  d e p o s i t s  h e l d  b y  b u s i n e s s  f i r m s  h a v e  b e e n
i nc r e a s i ng  s i nce  t h e  m idd l e  o f  t h e  l a s t  f i s c a l  y e a r  and  cou ld
be  an  i nd i c a t i on  o f  a n  e xpans i on  i n  e conom ic  ac t i v i t y .  On
t h e  o t h e r  h and ,  t h e r e  h a s  b e en  no  c l e a r  t r e nd  i n  t h e  ho l d i ng
o f  d e m a n d  d e p o s i t s  b y  h o u s e h o l d s .  I t  s h o u l d  h o w e v e r  b e
no t ed  t h a t  r e t a i l  ou t l e t s  h ave  been  g r adua l l y  d i s cou r ag i ng
t h e  u s e  o f  c h e q u e s  i n  f a v o u r  o f  d e b i t  a n d  c r e d i t  c a r d s .

C u r r e n c y  w i t h  t h e  p u b l i c  r e c o r d e d  m a r g i n a l  g r o w t h  o f  0 . 7
pe r  c en t  r e l a t i v e  t o  g row th  o f  2 . 0  p e r  c en t  f o r  t h e  J un e  2000
qua r t e r .  Annua l  g row th  r a t e s  i n  cu r r ency  i n  c i r cu l a t i on
have  e xh i b i t ed  a  d ec l i n i n g  t r e nd ,  due  ma i n l y  t o  l owe r
i n f l a t i on  and  t e chno log i c a l  i n nova t i ons  i n  t h e  paymen t
s y s t e m .  

T h e  m a j o r  s o u r c e s  o f  t h e  i n c r e a s e  i n  m o n e y  s u p p l y  d u r i n g
t h e  q u a r t e r  w e r e  e x p a n s i o n s  i n  t h e  N I R  a n d  b a n k i n g  s y s t e m
c red i t  t o  t h e  pub l i c  s ec to r  ( s e eTable  6  in  Appendix  C ).
D u r i n g   t h e   q u a r t e r ,   t h e  N I R  w a s  t h e  m a j o r  i n f l u e n c e  o n
t h e  m o n e y  s u p p l y   i n   c o n t r a s t   t o   t h e   c o r r e s p o n d i n g   J u n e  

1D a t a  o n  m o n e y  a n d  c r e d i t  i s  p r o v i s i o n a l

M o n e y  s u p p l y  g r o w t h  s l o w s  r e l a t i v e
t o  l a s t  q u a r t e r .

T a b l e  1 . 3

F i g u r e  1 . 2
C u r r e n c y  i n  C i r c u l a t i o n

1 2 - m o n t h  G r o w t h

M 3 J  -  G r o w t h  R a t e s

- 4 . 0
- 2 . 0
0 . 0
2 . 0
4 . 0
6 . 0
8 . 0

1 0 . 0
1 2 . 0
1 4 . 0
1 6 . 0

M a r - 0 0 J u n - 0 0 S e p - 0 0 D e c - 0 0 M a r - 0 1 J u n - 0 1

M o n t h

Pe
r c

en
t

12 mths

21.2
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2000  qua r t e r  whe r e  a n  e xpans i on  i n  c r ed i t  t o  t h e  pub l i c
s ec to r  was  t h e  ma jo r  i n f l u ence .  

M o n e y  s u p p l y  i n c l u d i n g  f o r e i g n  c u r r e n c y  d e p o s i t s  ( M 3 * )  i s
e s t ima t ed  t o  h av e  g rown  by  2 . 2  p e r  c en t  f o r  t h e  qua r t e r
r e l a t i v e  t o  g row th  o f  2 . 9  p e r  c en t  f o r  t h e  co r r e spond i ng
p e r i o d  l a s t  y e a r .  T h e  g r o w t h  i n  t h e  f o r e i g n  c u r r e n c y
c o m p o n e n t  w a s  r e f l e c t e d  i n  d e m a n d  a n d  t i m e  d e p o s i t s .
D e m a n d  d e p o s i t s  d e n o m i n a t e d  i n  f o r e i g n  c u r r e n c y
r eco rded  s t r ong  g row th  o f  2 1 . 0  p e r  c en t  du r i n g  t h e  qu a r t e r
r e l a t i v e  t o  g row th  o f  1 . 7  p e r  c en t  du r i n g  t h e  J un e  2000
qua r t e r .  

To t a l  f o r e i gn  cu r r ency  depos i t s  i n c r e a s ed  by  1 . 8  pe r  c en t
du r i n g  t h e  qua r t e r  a s  compa r ed  t o  a n  i n c r e a s e  o f  2 . 5  p e r
c en t  i n  l oc a l  c u r r e ncy  depos i t s .  The r e  h a s  t h e r e fo r e  b e en  no
i nc r e ase  i n  t h e  r a t i o  o f  fo r e i gn  cu r r ency  depos i t s  t o  to t a l
d e p o s i t s ,  w h i c h  h a s  r e m a i n e d  a t  a p p r o x i m a t e l y  2 4 . 0  p e r
cen t .  Th i s  i nd i c a t e s  t h a t  t h e r e  h as  been  no  sh i f t  i n  t h e
pub l i c ' s  p r e f e r ence  fo r  fo r e i gn  cu r r ency  r e l a t i v e  t o  J ama i c a
Do l l a r s .  

Du r i n g  t h e  qua r t e r  t h e  money  mu l t i p l i e r  i n c r e a s ed  t o  4 . 06
fo l l ow ing  a  f u r t h e r  1 . 0  pe rcen t age  po i n t  r educ t i on  i n  t h e
cash  r e s e r v e  r a t i o  t o  11 . 0  pe r  c en t .  The  cu r r ency  t o  depos i t
r a t i o ,  a l t hough  f l u c t u a t i n g ,  does  no t  s ugges t  a ny  change  i n
t h e  pub l i c ' s  p r e f e r ence  fo r  cu r r ency .  The  s l i gh t  i nc r e ase  i n
t h e  m u l t i p l i e r  w a s  t h e r e f o r e  d u e  t o  t h e  d e c l i n e  i n
comme rc i a l  b anks  r e s e r v e s  a nd  no t  a n  i n c r e a s e  i n  t h e
cu r r ency  to  depos i t  r a t i o .  The  mu l t i p l i e r  i s  expec t ed  to
i nc r e a s e  i n  t h e  Sep t embe r  qua r t e r  a s  t h e  p l a n  t o  f u r t h e r
r educe  t he  cash  r e se rves  r a t i o  i s  e f f ec t ed .  

P r i v a t e  S e c t o r  C r e d i t  
The  s tock  o f  commerc i a l  b ank  c r ed i t  t o  t h e  p r i v a t e  s ec to r
dec l i n ed  ma rg i n a l l y  by  0 . 2  p e r  c en t  du r i n g  t h e  qua r t e r
r e l a t i v e  t o  a  g row th  o f  2 . 1  pe r  c en t  f o r  t h e  co r r e spond i ng
qua r t e r  l a s t  y e a r .  Th i s  ou t t u r n  was  d i s appo i n t i ng  i n  l i g h t  o f
t h e  mode r a t e  g row th  o f  1 . 2  p e r  c en t  a n t i c i p a t ed  fo r  t h e
q u a r t e r  a n d  t h e  i m p r o v e m e n t s  i n  t h e  o t h e r  e c o n o m i c
va r i ab l e s .  I t  was  a l so  hoped  t ha t  t h e  add i t i ona l  l i qu id i t y

P u b l i c  s e c t o r  c r e d i t  e x e r t s  l e s s
i n f l u e n c e  o n  m o n e y  s u p p l y .

F i g u r e  1 . 3
M o n e y  M u l t i p l i e r  & C a s h

R e s e r v e s  R a t i o

T a b l e  1 . 4
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T a b l e  1 . 4

F i g u r e  1 . 4
L o a n s  t o  B u s i n e s s  S e c t o r

( 1 2  m o n t h  G r o w t h )
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i n j e c t e d  t h r o u g h  t h e  r e d e m p t i o n  o f  s o m e  o f  t h e  F I N S A C
secu r i t i e s  wou ld  h av e  a l so  b e en  u s ed  t o  boos t  p r i v a t e  s e c to r
c red i t .  

The  r educ t i on  i n  c r ed i t  was  l ed  by  a  d ec l i n e  o f  2 . 9  p e r  c en t
i n  fo r e i gn  cu r r ency  l o ans .  Th i s  i s  i n  con t r a s t  t o  t h e  s t rong
g r o w t h  o f  8 . 0  p e r  c e n t  r e c o r d e d  d u r i n g  t h e  J u n e  2 0 0 0
qua r t e r .  Conve r s e l y ,  t h e r e  was  an  i nc r e a se  i n  l oca l  cu r r ency
c r ed i t  du r i n g  t h e  qua r t e r .  Th i s  was  dom in a t ed  by  a  4 . 0  p e r
c e n t  i n c r e a s e  i n  l o a n s  f u n d e d  b y  t h e  D e v e l o p m e n t  B a n k  o f
J ama i c a  a s  i n v e s to r s  t ook  advan t ag e  o f  t h e  l owe r  i n t e r e s t
r a t e s  o f f e r ed  t h rough  t h i s  f ac i l i t y .  Dur i ng  t he  qua r t e r  a  to t a l
o f  $532 . 5  m i l l i o n  was  made  av a i l ab l e  t o  t h e  p r i v a t e  s ec to r
t h r o u g h  a n  a g r e e m e n t  b e t w e e n  t h e  c o m m e r c i a l  b a n k s  a n d
t h e  G o v e r n m e n t  w h e r e b y  o n e  h a l f  o f  t h e  f u n d s  r e l e a s e d
f rom  t h e  r educ t i on  i n  t h e  c a sh  r e s e r v e s  r a t i o  wou ld  b e  u s ed
t o  p u r c h a s e  D e v e l o p m e n t  B o n d s  f r o m  t h e  D e v e l o p m e n t
B a n k  o f  J a m a i c a .  T h i s  w o u l d  c r e a t e  a  p o o l  o f  f u n d s  t o  b e
on - l en t  t h rough  t h e  commerc i a l  b anks  a t  a n  i n t e r e s t  r a t e  o f
8 . 0  pe r  c en t .  

Among  t h e  t r ad i t i ona l  bus i n e s s  s ec to r s ,  T r anspo r t ,  S to r age
&  C o m m u n i c a t i o n  w a s  t h e  o n l y  s e c t o r  t o  r e c o r d  a n
i nc r e a s ed  u s e  o f  c r ed i t  f r om  t h e  b ank i ng  s y s t em .   Th i s
s ec to r  g r ew  by  2 . 9  p e r  c en t  r e l a t i v e  t o  a  d ec l i n e  o f  6 . 7  p e r
c en t  f o r  t h e  co r r e spond i ng  p e r i od  o f  t h e  p r ev i ous  y e a r  a nd
i s  e xpec t ed  t o  con t i n u e  t o  s how  s t r ong  i n c r e a s e  g i v en  t h e
po l i c y  f ocus  on  t h e  commun i c a t i on s  i ndus t r y .  P e r sona l
l o a n s  a n d  l o a n s  t o  O v e r s e a s  R e s i d e n t s  a l s o  i n c r e a s e d
d u r i n g  t h e  q u a r t e r .  A l l  o t h e r  s e c t o r s  r e c o r d e d  n e t
r epaymen t s .

W i t h i n  f o r e i g n  cu r r e ncy  l o ans ,  Ag r i c u l t u r e  &  F i s h i ng  a nd
P e r s o n a l  l o a n s  e x p a n d e d  b y  7 . 6  p e r  c e n t  a n d  5 . 6  p e r  c e n t
r e s p e c t i v e l y .  T h e  t o u r i s m  a n d  m a n u f a c t u r i n g  s e c t o r s
r eco rded  ne t  r epaymen t s  du r i ng  t h e  qua r t e r .  

F o r  t h e  1 2 - m o n t h  p e r i o d  e n d i n g  J u n e  2 0 0 1 ,  b a n k i n g  s y s t e m
c r ed i t  t o  t h e  p r i v a t e  s e c to r  e xpanded  by  2 . 9  p e r  c en t .  C r ed i t
t o  t h e  bus i n e s s  s ec to r  e xpanded  by  2 . 6  p e r  c en t  ov e r  t h e
twe l v e  mon t h  p e r i od .  (see  F igure  1 .4 ) .  T h e  t w e l v e  m o n t h
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g row th  i n  c r ed i t  t o  t h e  bus i n e s s  s ec to r  h a s  b e en  pos i t i v e
s i n c e  J u n e  2 0 0 0  a n d  e x c e e d e d  1 2 . 0  p e r  c e n t  d u r i n g  t h e
p e r i o d  N o v e m b e r  2 0 0 0  t o  M a y  2 0 0 1 .  I t  s h o u l d  a l s o  b e
n o t e d  t h a t  h a v i n g  p e a k e d  a t  2 2 . 9  p e r  c e n t  i n  J a n u a r y  2 0 0 1 ,
t h e  g r o w t h  r a t e  h a s  s i n c e  s h o w n  a  d e c l i n i n g  t r e n d .  

T h e  w e i g h t e d  a v e r a g e  l e n d i n g  r a t e  w a s  2 1 . 4 1  p e r  c e n t  a s  a t
M a y  2 0 0 1 .  T h i s  r e p r e s e n t e d  a  d e c l i n e  o f  2 . 3 9  p e r c e n t a g e
po i n t s  r e l a t i v e  t o  May  2000 .  The  d ec l i n e  i n  comme rc i a l
b anks  i n t e r e s t  r a t e s  h a s  b e en  made  pos s i b l e  t h r ough  a  l owe r
c o s t  o f  f u n d s ,  i m p r o v e d  e f f i c i e n c y  i n  t h e  c o m m e r c i a l
b anks ,  d ec l i n i n g  r a t e s  on  Gove rnmen t  s ecu r i t i e s ,  i n c r e a s ed
compe t i t i on  and  r educ t i ons  i n  t h e  c a sh  r e s e r v e  r a t i o .

F i g u r e  1 . 5
C o m m e r c i a l  B a n k  L e n d i n g  R a t e s

( W e i g h t e d  A v e r a g e )
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The  f i n anc i a l  s ec to r1 e m e r g e d  a s  o n e  o f  t h e
f a s t e s t  g r o w i n g  s e c t o r s  o f  t h e  J a m a i c a n
e c o n o m y  d u r i n g  t h e  p e r i o d  1 9 9 0  - 1 9 9 5 .    T h e
v a l u e  a d d e d  o f  t h e  s e c t o r  g r e w  b y  a n  a v e r a g e
a n n u a l  r a t e  o f  1 3 . 2  p e r  c e n t ,  o u t s t r i p p i n g
g row th  i n  mos t  s ec to r s  o f  t h e  r e a l  e conomy .
Th i s  buoyan t  g row th  was  l a r g e l y  r e f l e c t i v e  o f
an  expans i on  i n  t h e  numbe r  o f  i n s t i t u t i on s  a nd
the  t ypes  o f  i n s t r umen t s  and  s e rv i c e s  o f f e r ed .
T h e  b a n k i n g  s e c t o r2,  i n  pa r t i cu l a r ,  r ecorded
s i gn i f i c an t  g rowth  du r i ng  t h e  pe r i od .

W i t h i n  t h e  b ank i ng  s ec to r ,  comme rc i a l  b anks
a c c o u n t e d  f o r  a n  a v e r a g e  o f  7 1 . 0  p e r  c e n t  o f
t he  to t a l  a sse t s .   The  asse t  po r t fo l i o  o f  t h ese
i n s t i t u t i o n s  g r ew  by  a n  a v e r a g e  o f  4 8 . 5  p e r
c e n t  p e r  y e a r  b e t w e e n  1 9 9 0  -  1 9 9 5 .   I n  1 9 9 0 ,
t h e r e  w e r e  1 1  c o m m e r c i a l  b a n k s  w i t h  1 7 0
b r a n c h e s .   A t  t h e  e n d  o f  1 9 9 5  t h e  n u m b e r  o f
b r anche s  h ad  i n c r e a s ed  t o  205 .   Compe t i t i o n
w i t h i n  t h e  s ec to r  was  dom in a t ed  by  3  l a r g e
b a n k s ,  w i t h  t h e i r  a s s e t s  a c c o u n t i n g  f o r
app rox ima t e l y  75 . 0  p e r  c en t  o f  t h e  a s s e t s  o f
t h e  t o t a l  commerc i a l  b ank i ng  sys t em .  

T h e r e  w a s  a l s o  n o t a b l e  g r o w t h  i n  t h e  n u m b e r
o f  m e r c h a n t  b a n k s  a n d  b u i l d i n g  s o c i e t i e s
du r i ng  t h e  p e r i od ,  due  t o  r e gu l a t o r y  a nd  t a x
a rb i t r a ge  oppo r t un i t i e s  t h a t  eme rged  i n  t h e
sys t em .  I n  1990 ,  t h e r e  we r e  29  i n s t i t u t i ons
ope r a t i ng  unde r  t h e  F i n anc i a l  I n s t i t u t i ons  Ac t
accoun t i n g  f o r  19 . 3  p e r  c en t  o f  t h e  t o t a l  a s s e t s  

o f  t h e  b a n k i n g  s y s t e m .  B y  1 9 9 5  t h i s  s u b -
s ec to r ' s  sha r e  o f  t o t a l  b ank i ng  sys t em  asse t s
had  f a l l e n  t o  10 . 7  pe r  c en t .   I n  1990 ,  t h e r e
w e r e  6  b u i l d i n g  s o c i e t i e s ,  w i t h  a s s e t s
accoun t i n g  f o r  1 2 . 0  p e r  c en t   o f   t o t a l   b ank i ng  
s y s t e m  a s s e t s .  T h e  n u m b e r  o f  r e g i s t e r e d
bu i l d i n g  soc i e t i e s  i n c r e a s ed  t o  32  by  m id  1995 .
Subsequen t  t o  t h e  i n t r oduc t i on  o f  t h e  l i c ens i ng
r e g i m e  b y  t h e  M i n i s t e r  o f  F i n a n c e ,  t h e  n u m b e r
d e c l i n e d  t o  1 5  b y  F e b r u a r y  1 9 9 6 .   I n  m a n y
i n s t a n c e s  t h e s e  i n s t i t u t i o n s ,  a s  w e l l  a s
c o m m e r c i a l  b a n k s ,  w e r e  p a r t  o f  f i n a n c i a l
c o n g l o m e r a t e s  t h a t  a l s o  i n c l u d e d  i n s u r a n c e
c o m p a n i e s .

P ruden t i a l  i nd i c a to r s  o f  t h e  pe r fo rmance  o f  t h e
bank i ng  sy s t em  r eve a l  t h a t  t h e  e n t i t i e s  we r e
p ro f i t ab l e  du r i ng  t he  f i r s t  h a l f  o f  t h e  1990s .
R e t u r n  o n  a s s e t s  ( R O A )  f o r  t h e  1 1  c o m m e r c i a l
b a n k s  a v e r a g e d  2 . 9  p e r  c e n t ,  c o n s i d e r e d
w o r l d w i d e  t o  b e  a n  a c c e p t a b l e  r a t e  f o r  b a n k s .
S im i l a r l y ,  r e t u r n  on  sha r eho lde r s  equ i t y  (ROE)
fo r  t h ese  i n s t i t u t i ons  ave r aged  61 .0  pe r  c en t
o v e r  t h e  p e r i o d  1 9 9 1  -  1 9 9 5 ,  w e l l  a b o v e  t h e
Un i t ed  S t a t e ' s  b enchma rk  o f  15 . 0  p e r  c en t3 .  

The  p e r fo rmance  o f  t h e  b ank i ng  i n s t i t u t i on s
was  d r i v en  by  h i gh  l e v e l s  o f  i n f l a t i on  i n  t h e
e a r l y  1 9 9 0 s  a n d  a  c r e d i t  b o o m  i n  w h i c h  m a n y
l o a n s  a n d  i n v e s t m e n t s  w e r e  m a d e  w i t h o u t
p rope r  r i s k  a s s e s smen t  o r  app rop r i a t e l y  v a l u ed  

B o x  1 :   Jamaica’s  Banking  Sec tor  Recovery:  An Overv iew

1 The Financial sector is comprised of banking, insurance and other
non-deposit taking institution.

2 The Banking sector is comprised of commercial banks, 
institutions operating under the Financial Institutions Act and 
building societies.

3 C. Barltrop and D. McNaughton (1992) ‘Interpreting Financial 
Statements’ Banking Institutions in Developing Markets vol 2. 
World Bank
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c o l l a t e r a l .  T h e s e  f a c t o r s  b o l s t e r e d  p r o f i t
m a k i n g  a n d  d i s g u i s e d  h i g h  l e v e l s  o f
i n e f f i c i e n c y  i n  t h e  b a n k i n g  s y s t e m .  T h e r e  w e r e
d i f f e r en t  t ypes  o f  i n s t i t u t i ons  ope ra t i ng  unde r
d i f f e r e n t  s t a t u t e s  a nd  w i t h  non -homogenous
supe r v i s i on  a nd  r e gu l a t i on .  The  e nv i r onmen t
f ac i l i t a t ed  p ro f i t  mak i ng  t h rough  t he  t r ans f e r
o f  f unds  be tween  d i f f e r en t  t ypes  o f  i n s t i t u t i ons
w i t h i n  a  f i n anc i a l  g roup .  Add i t i ona l l y ,  a  l e s s
t h an  adequa t e  l e g i s l a t i v e  f r amework  a f fo rded
the  Supe rv i so r  w i t h  l i t t l e  powe r  to  en fo rce
p ruden t  p r ac t i c e s  and  s t a nda rds .

The  i n e f f i c i e ncy  i n  t h e  b ank i ng  s y s t em  was
r e f l e c t e d  i n  l a r g e  o p e r a t i n g  e x p e n s e s ,  i n
p a r t i c u l a r  c o m p e n s a t i o n  p a c k a g e s  p a i d  t o
e x e c u t i v e s  a n d  a  g r o w t h  i n  n o n - p e r f o r m i n g
loans .  Du r i ng  t h e  f i r s t  h a l f  o f  t h e  1990s ,  t h e
r a t i o  o f  e m p l o y e e  r e m u n e r a t i o n  t o  a v e r a g e
a s s e t s  f o r  t h e  comme rc i a l  b anks  a v e r a g ed  3 . 3
p e r  c e n t ,  e x c e e d i n g  t h e  U n i t e d  S t a t e s
b e n c h m a r k  o f  2 . 0  p e r  c e n t4 .   A t  t h e  s ame  t ime ,  
r e p o r t e d  n o n - p e r f o r m i n g  l o a n s  a s  a  p r o p o r t i o n  

o f  t o t a l  l o ans ,  i n c r e a s ed  f r om  8 . 2  p e r  c en t  i n
1 9 9 0  t o  1 0 . 8  p e r  c e n t  i n  1 9 9 5 .

T h e  e x p a n s i o n  i n  n o n - p e r f o r m i n g  l o a n s  w a s
p a r t l y  d u e  t o  t h e  i n a b i l i t y  o f  i n s u r a n c e
c o m p a n y  a f f i l i a t e s  t o  s e r v i c e  t h e i r  d e b t
ob l i g a t i on s  w i t h  t h e  comme rc i a l  b anks .  The s e
i n s t i t u t i ons  expe r i enced  l i qu id i t y  p rob l ems ,  a s
t h e  m i s m a t c h  o f  s h o r t - t e r m  ' d e p o s i t - l i k e '
l i a b i l i t i e s  w i t h  t r a d i t i o n a l  l o n g - t e r m
i n v e s t m e n t s  c o u l d  n o t  b e  s u s t a i n e d  w h e n
c l i e n t s  demanded  t h e i r  f unds .

Desp i t e  t h e  i n c r e a s e  i n  t h e  b anks '  s t ock  o f  non -
p e r f o r m i n g  l o a n s ,  t h e r e  w a s  n o  c o m m e n s u r a t e
i n c r e a s e  i n  l o a n  l o s s  p r o v i s i o n s .  F u r t h e r ,
s e v e r a l  i n s t i t u t i o n s  w e r e  u n d e r c a p i t a l i z e d
g i v en  t h e  l e ve l  o f  exposu r e  t o  r i s ky  a s se t s ,
pa r t i cu l a r l y  r e a l  e s t a t e  used  as  co l l a t e r a l  fo r
l o a n s .  I n  t h i s  r e g a r d ,  w h e r e a s  t h e  B a s l e
i n t e r na t i ona l  s t anda rd  fo r  c ap i t a l  adequacy  i s
s e t  a t  8 . 0  p e r  c en t ,  t h e  b anks  r eco rded  an
ave r ag e  o f  app rox ima t e l y  5 . 4  p e r  c en t  du r i n g
the  f i r s t  h a l f  o f  t h e  1990s .  

4 ibid

I n d i c a t o r s  o f  J a m a i c a n  C o m m e r c i a l  B a n k s '  P e r f o r m a n c e
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T h e  b u r g e o n i n g  n o n - p e r f o r m i n g  l o a n s  i n
add i t i on  t o  o t h e r  f a c to r s  l ed  t o  t h e  eme rgence
o f  l i q u i d i t y  a n d  s o l v e n c y  p r o b l e m s  i n  a
n u m b e r  o f  i n s t i t u t i o n s .  T h e  f i r s t  f i n a n c i a l
g r o u p  t o  e x p e r i e n c e  s u b s t a n t i a l  s o l v e n c y
p r o b l e m s  w a s  t h e  B l a i s e  G r o u p  i n  1 9 9 4  a n d  b y
1 9 9 5  s i m i l a r  p r o b l e m s  s u r f a c e d  i n  t h e  C e n t u r y
N a t i o n a l  G r o u p .   T h e  t a k e  o v e r  o f  t h e
m a n a g e m e n t  o f  C e n t u r y  N a t i o n a l  B a n k  b y  a
G o v e r n m e n t  s u b s i d i a r y  w a s  f o l l o w e d  b y  a  r u n
o n  d e p o s i t s  a t  t w o  o t h e r  c o m m e r c i a l  b a n k s .  

I n  o r d e r  t o  a d d r e s s  t h e  m o u n t i n g  p r o b l e m s
w i t h i n  t h e  bank i ng  s ec to r ,  t h e  F i n anc i a l  Sec to r
A d j u s t m e n t  C o m p a n y  ( F I N S A C )  L i m i t e d  w a s
e s t a b l i s h e d  b y  t h e  G o v e r n m e n t  i n  J a n u a r y
1 9 9 7 .   F I N S A C  w a s  m a n d a t e d  t o  r e s t r u c t u r e
a n d  r e h a b i l i t a t e  t h e  b a n k i n g  s y s t e m  a n d
i n s u r a n c e  c o m p a n i e s .  H o w e v e r ,  i n  1 9 9 7  t h e
f u l l  e x t e n t  o f  t h e  p r o b l e m  i n  t h e  b r o a d
f i n anc i a l  s y s t em  had  no t  y e t  b e en  i d en t i f i ed .   

B y  t h e  e n d  o f  1 9 9 7 ,  t h e  r a t i o  o f  n o n -
pe r fo rm ing  l o ans  t o  t o t a l  l o ans  fo r  commerc i a l
b anks  e sca l a t ed  t o  a  h i s t o r i c a l  h i gh  o f  28 . 9  pe r
c e n t .  T h e  b a n k s '  r e t u r n  o n  a v e r a g e  a s s e t s
dec l i n ed  t o  n eg a t i v e  3 . 2  p e r  c en t .  S eve r a l
i n s t i t u t i o n s  b e c a m e  i n s o l v e n t .  T h i s  w a s
re f l ec t ed  i n  a  dec l i ne  i n  t he  cap i t a l  to  r i sk
we i gh t ed  a s s e t  r a t i o ,  t o  1 . 5  pe r  c en t .   

D u r i n g  t h e  r e s t r u c t u r i n g  p r o c e s s ,  s e v e r a l
f i n anc i a l  i n s t i t u t i ons  ceased  ope ra t i ons  e i t h e r
v o l u n t a r i l y  o r  f o l l o w i n g  i n t e r v e n t i o n  b y
F I N S A C .  A s  a  p a r t  o f  t h e  r e s t r u c t u r i n g  p r o c e s s
a  numbe r  o f  weak  i n s t i t u t i o n s  was  s ucce s s f u l l y
r e c a p i t a l i z e d .  I n  a d d i t i o n ,  n o n - p e r f o r m i n g
l o a n s  w e r e  p u r c h a s e d  f r o m  i n s t i t u t i o n s
u n d e r g o i n g  d i f f i c u l t i e s  i n  e x c h a n g e  f o r
F I N S A C  s e c u r i t i e s .  B y  t h e  e n d  o f  t h e  t h i r d

qua r t e r  o f  1999  app rox ima t e l y  $20  b i l l i o n  o f
n o n -  p e r f o r m i n g  l o a n s  w e r e  p u r c h a s e d  b y
F I N S A C  f r o m  t h e  c o m m e r c i a l  b a n k s .   T h i s
s i z e a b l e  r e m o v a l  o f  n o n - p e r f o r m i n g  l o a n s
con t r i bu t ed  t o  a  30 . 7  pe r  c en t  r educ t i on  i n  t h e
l o a n  s t o c k  o f  t h e  b a n k s  b e t w e e n  M a r c h  1 9 9 7
a n d  S e p t e m b e r  1 9 9 9 .  C o n s e q u e n t l y ,  t h e r e  w a s
a  no t i c e ab l e  imp rovemen t  i n  t h e  a s s e t  qua l i t y
o f  t h e  b a n k s  a n d  b y  t h e  e n d  o f  D e c e m b e r  2 0 0 0
the  r a t i o  o f  non -pe r fo rm ing  l o ans  t o  t o t a l  l o ans
was  9 . 5  p e r  c en t .  Th i s  r a t i o  was  b e t t e r  t h an
bo th  t h e  J ama i c an  and  i n t e r n a t i ona l  p r uden t i a l
b e n c h m a r k  o f  1 0 . 0  p e r  c e n t .  

T h e  b a n k i n g  e n t i t i e s  a l s o  i n c r e a s e d
p rov i s i on i ng  l e ve l s  t o  b r i ng  t h e se  cos t s  i n  l i n e
w i t h  t h e  r e v i s e d  r e q u i r e m e n t s  o f  t h e  B a n k i n g
Regu l a t i o n s .  As  a  r e s u l t  t h e r e  was  a n  i n c r e a s e
i n  t h e  r a t i o  o f  l o an  l o s s  r e s e r ves  t o  non -
p e r f o r m i n g  l o a n s  f o r  c o m m e r c i a l  b a n k s  f r o m
34 . 4  p e r  c en t  i n  1997  t o  136 . 5  p e r  c en t  a t  t h e
e n d  o f  2 0 0 0 .

A n o t h e r  i n d i c a t o r  o f  t h e  b a n k i n g  e n t i t i e s '
i m p r o v e d  p e r f o r m a n c e  i s  t h e  g r o w t h  i n  t h e
cap i t a l  adequacy  r a t i o s  i n  t h e  bank i ng  sys t em .
T h e  c a p i t a l  t o  r i s k  w e i g h t e d  a s s e t s  r a t i o
i n c r e a s e d  t o  2 1 . 9  p e r  c e n t  a t  t h e  e n d  o f  2 0 0 0 ,
r e l a t i v e  t o  t h e  i n t e r n a t i o n a l  p r u d e n t i a l
b e n c h m a r k  o f  8 . 0  p e r  c e n t  a n d  J a m a i c a ' s  m o r e
s t r i n g en t  b enchma rk  o f  10 . 0  p e r  c en t .

The  p ro f i t ab i l i t y  o f  t h e  bank i ng  sys t em  a l so
i m p r o v e d  c o n s i d e r a b l y  a s  e v i d e n c e d  i n  t h e
r e t u r n  o n  a v e r a g e  a s s e t s  f o r  c o m m e r c i a l  b a n k s ,
wh i ch  i n c r e a s ed  t o  2 . 6  p e r  c en t  a t  t h e  e nd
D e c e m b e r  2 0 0 0 .  

As  a  r e su l t  o f  t h e  p rog r amme  o f  r e s t r uc t u r i n g
and  conso l i d a t i on ,  t h e  numbe r  o f  i n s t i t u t i ons
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s u p e r v i s e d  b y  t h e  C e n t r a l  B a n k  d e c l i n e d  t o  2 2
a t  t h e  e n d  o f  D e c e m b e r  2 0 0 0 .   W h i l e
comme rc i a l  b anks  r e t a i n ed  t h e i r  dom in ance
w i t h i n  t h e  b ank i ng  s y s t em ,  t h e  numbe r  o f  t h e s e
i n s t i t u t i o n s  d e c l i n e d  t o  6  w i t h  a s s e t s
amoun t i ng  t o  $222 . 0  b i l l i on ,  r ep r e s en t i ng  81 . 0
pe r  c en t  o f  t o t a l  b ank i ng  sys t em  asse t s  a t  t h e
e n d  o f  D e c e m b e r  2 0 0 0 .  

S i g n i f i c a n t  p r o g r e s s  h a s  b e e n  m a d e  i n
r e b u i l d i n g  a  s o u n d  a n d  v i a b l e  b a n k i n g  s y s t e m .
T h e  l e g i s l a t i v e  f r a m e w o r k  g o v e r n i n g  b a n k i n g
i n s t i t u t i ons  h a s  unde rgone  some  s t r e ng t h en i ng ,
w i t h  f u r t h e r  amendmen t s  s l a t ed  f o r  2 001 .  The
r ev i s ed  l eg i s l a t i on  has  i n t e r  a l i a ,  i nc r e ased  t h e
s u p e r v i s o r y  p o w e r s  o f  t h e  B a n k  o f  J a m a i c a  i n
r ega rd  to  t hese  i n s t i t u t i ons ,  t i gh t ened  cap i t a l
r e q u i r e m e n t s ,  i m p o s e d  m o r e  s t r i n g e n t
p ruden t i a l  l im i t s  on  connec t ed  pa r t y  l e nd i ng ,
t h e  concen t r a t i on  o f  c r ed i t  a nd  t h e  s i z e  o f
u n s e c u r e d  l o a n s .  I n  a d d i t i o n  n e w
r e spons i b i l i t i e s  h av e  b e en  imposed  on  aud i t o r s   

o f  bank i ng  en t i t i e s  t o  r epo r t  on  ma t e r i a l  i s sues
t o  t h e  r e s p e c t i v e  B o a r d s  a n d  t h e  S u p e r v i s o r  o f
B a n k s  w i t h i n  a  d e f i n e d  t i m e  f r a m e .

I n  t h e  con t ex t  o f  s t r eng then i ng  t h e  f i n anc i a l
s y s t e m ,  t h e  J a m a i c a  D e p o s i t  I n s u r a n c e
C o r p o r a t i o n  c o m m e n c e d  o p e r a t i o n s  o n  3 1
Augus t  1998 .  I n i t i a l l y ,  t h e  depos i t  cove r age
w a s  $ 2 0 0 , 0 0 0 . 0 0  p e r  d e p o s i t o r .  H o w e v e r ,
e f f e c t i v e  0 1  J u l y  2 0 0 1 ,  d e p o s i t  c o v e r a g e  w a s
i nc r e a s ed  t o  J $300 , 000 . 00  p e r  d epos i t o r .  Th i s
r ep r e s en t s  app rox ima t e l y  97 . 0  p e r c en t  o f  t h e
accoun t s  i n  t h e  sys t em.

I n  1999 ,  t h e  M i n i s t e r  o f  F i n ance  d e s i g n a t ed
co -ope r a t i v e  soc i e t i e s  c a r r y i ng  on  t h e  bus i n e s s
o f  c r e d i t  u n i o n s  a s  " s p e c i f i e d  f i n a n c i a l
i n s t i t u t i on s "  unde r  t h e  Bank  o f  J ama i c a  Ac t .
A g a i n s t  t h i s  b a c k g r o u n d ,  t h e  s u p e r v i s o r y
c a p a b i l i t i e s  o f  t h e  B a n k  o f  J a m a i c a  h a v e  b e e n
s t r e ng t h ened  t o  t a k e  on  t h e  cha l l e nges  o f  a
l a r g e r  a n d  s o u n d e r  b a n k i n g  s y s t e m .

Prudential Indicators of Commercial Banks’ Performance

D e c - 9 0      D e c - 9 7      D e c - 0 0       J a m a i c a n  B e n c h m a r k

P a s t  d u e  l o a n s  ( 3 M t h s &  > ) :  T o t a l  L o a n s  ( g r o s s )1 8 . 2 2 8 . 9 9 . 5 < 1 0 . 0
P r o v i s i o n s  F o r  l o a n s  L o s s e s :
P a s t  d u e  l o a n s  ( 3 m o n t h s  &  > )                                       3 2 . 2 3 4 . 4 1 3 6 . 5

C a p i t a l  B a s e :  T o t a l  A s s e t s2 4 . 2 1 . 9 8 . 4 6 . 0
C a p i t a l :  R i s k  W e i g h t e d  A s s e t s n . a . 1 . 5 2 1 . 9 1 0 . 0

R e t u r n  o n  A v e r a g e  A s s e t s 2 . 9 - 3 . 2 2 . 6 0 . 6

1 .  T h e  d a t a  a s   a t  M a r c h  1 9 9 0  r e l a t e s  t o  p a s t  d u e  l o a n  6  m o n t h s  a n d  o v e r
2 .  T o t a l  a s s e t s  n e t  o f  P r o v i s i o n  f o r  l o s s e s  &C o n t i n g e n t  L i a b i l i t i e s
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Bond Market

The  dec l i n i ng  t r e nd  t h a t  was  obse rv ed  i n  i n t e r e s t  r a t e s  fo r
t h e  Ma rch  qua r t e r  con t i nu ed  i n t o  t h e  qua r t e r  e nd i ng  J une
2 0 0 1  ( s e eFigure 1 .6 ) .    The  r educ t i on  i n  i n t e r e s t  r a t e s  was
m a d e  p o s s i b l e  b y  t h e  h i g h l y  l i q u i d  m o n e y  m a r k e t
cond i t i ons  t h a t  e x i s t ed  fo r  mos t  o f  t h e  pe r i od .   The r e  was
howeve r ,  a  t i g h t e n i ng  o f  l i q u i d i t y  i n  t h e  money  ma rk e t
du r i ng  t h e  f i n a l  mon th  o f  t h e  qua r t e r ,  wh i ch  l ed  t o  a  s l i g h t
i nc rease  i n  i n t e r es t  r a t es .

L i q u i d i t y  c o n d i t i o n s  w e r e  i n f l u e n c e d  m a i n l y  b y  t h e  n e t
r e d e m p t i o n  o f  G o v e r n m e n t ' s  d o m e s t i c  d e b t  d u r i n g  t h e
qua r t e r  a l ong  w i t h  a  one  p e r c en t a g e  po i n t  r educ t i on  i n  t h e
Cash  Rese rv e  Ra t i o  o f  f i n anc i a l  i n s t i t u t i ons .   The  ex t en t  o f
t h e  d e b t  r e d e m p t i o n  w a s  m a d e  p o s s i b l e  t h r o u g h  t h e
G o v e r n m e n t ' s  s u c c e s s f u l  f l o a t i n g  o f  a  b o n d  i s s u e  o f
US$400  m i l l i o n  on  t h e  i n t e r n a t i on a l  c ap i t a l  ma r k e t .  W i t h
t h e  r e c e i p t  o f  t h e s e  f unds  t h e  Gove r nmen t ' s  p l a nned  fo r e i g n
c o m m e r c i a l  b o r r o w i n g  f o r  t h e  e n t i r e  y e a r  w a s  m e t  w i t h i n
t h e  f i r s t  qua r t e r .  On  2  May ,  t h e  Gove rnmen t  app roached  t h e
i n t e r n a t i ona l  c ap i t a l  ma rke t  w i t h  t h e  i n t en t i on  o f  bo r row ing
U S $ 1 5 0 . 0  m i l l i o n .  H o w e v e r ,  t h e  b o n d  w a s  o v e r s u b s c r i b e d
a l l ow i ng  t h e  t a k e - up  o f  US$275 . 0  m i l l i o n  i n  t h e  f i r s t
t r a n c h e .  D u e  t o  t h e  h i g h  d e m a n d  f o r  t h e  b o n d  a n d
f a v o u r a b l e  m a r k e t  c o n d i t i o n s  t h e  b o n d  w a s  r e o p e n e d  t o
t a k e - up  a n  add i t i o n a l  US$125 . 0  m i l l i o n .  

T h i s  U S $ 4 0 0  m i l l i o n  i s s u e  ( G O J  G l o b a l  B o n d  2 0 1 1 )  w a s
t h e  G o v e r n m e n t ' s  f i r s t  1 0 - y e a r  E u r o b o n d  a n d  i t s  c o u p o n
r a t e  w a s  1 1 . 7 5  p e r  c e n t .  T h i s  b o n d  w a s  a l s o  t h e  l o n g e s t
t e n o r  i s s u e d  b y  t h e  G o v e r n m e n t  o f  J a m a i c a  ( G O J )  o n  t h e
i n t e r n a t i ona l  c ap i t a l  ma rke t .  The  y i e l d  on  t h e  f i r s t  t r a nche
o f  t h i s  b o n d  w a s  1 2 . 0  p e r  c e n t  w h i l e  t h e  s e c o n d  t r a n c h e  w a s
r a i s ed  a t  a  p r em ium  o f  11 . 56  pe r  c en t .   The  r e l a t i v e l y
f avou r ab l e  r a t e s  we r e  f ac i l i t a t ed  by  J ama i c a ' s  imp roved
e c o n o m i c  c o n d i t i o n s  w h i c h  w e r e  r e f l e c t e d  i n  t h e  u p g r a d e
o n  J a m a i c a ' s  l o n g  t e r m  f o r e i g n  c u r r e n c y  d e b t  f r o m  B  t o  B +
by  t h e  i n t e r n a t i ona l  r a t i ng  agency ,  S t anda rd  and  Poo r ' s  ( see
B o x  2 ) .  

G o v e r n m e n t ' s  i n t e r n a t i o n a l    b o n d
o f f e r  o v e r s u b s c r i b e d .

F i g u r e  1 . 6
S e l e c t e d  I n t e r e s t  R a t e s
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The  bond  i s s u e  was  s ucce s s f u l  d e sp i t e  u nce r t a i n t y  i n  some
e m e r g i n g  m a r k e t s  s u c h  a s  A r g e n t i n a .  F o l l o w i n g  a
d o w n g r a d e  o f  A r g e n t i n a ' s  s o v e r e i g n  d e b t  a t  t h e  e n d  o f
M a r c h ,  E c u a d o r i a n  a n d  M a l a y s i a n  i n s t r u m e n t s  w e r e  a l s o
d o w n g r a d e d  i n  A p r i l  p r i o r  t o  t h e  i s s u e  o f  t h e  b o n d  b y
J ama i c a .  Uns t ab l e  ma r k e t  cond i t i o n s  i n  t h e  mo r e  advanced
coun t r i e s  a l so  made  i n v e s to r s  mo r e  c au t i ous  o f  specu l a t i v e
g r a d e  s e c u r i t i e s .  T h e  s t r o n g  d e m a n d  f o r  t h e  G O J  b o n d  a t
t h e  t ime  t h e r e fo r e  po i n t s  t o  t h e  imp roved  ou t l ook  on
J ama i c a  by  i n t e r n a t i ona l  i n ves to r s .  

Y i e l d s  f r om  t h e  s econda r y  t r ad i ng  o f  a l l  o u t s t a nd i ng  GOJ
G loba l  bonds  a l so  dec l i n ed  du r i ng  t h e  J une  qua r t e r  r e l a t i v e
to  y i e l d s  a t  t h e  end  o f  t h e  p r ev ious  qua r t e r  ( s e eTable 1.6 ).
T h e  s h a r p e s t  d e c l i n e s  o f  1 3 0  b a s i s  p o i n t s  a n d  1 3 2  b a s i s
p o i n t s  w e r e  o n  t h e  e u r o b o n d s  m a t u r i n g  i n  2 0 0 2  a n d  2 0 0 7 ,
r e s p e c t i v e l y .   T h e  y i e l d  o n  t h e  2 0 1 1  G O J  E u r o b o n d  t h a t
i n i t i a l l y  t r aded  a t  12 . 0  pe r  c en t  f e l l  t o  10 .78  pe r  c en t  by  28
June .

The  Gove rnmen t ' s  pa r t i c i p a t i on  i n  t h e  i n t e r n a t i ona l  c ap i t a l
ma rk e t  i n  t h e  J une  qua r t e r  was  i n  k e ep i ng  w i t h  i t s  p l a n s  t o
r educe  deb t  r a i s i ng  on  t h e  l oca l  ma rke t  i n  an  e f fo r t  t o
f ac i l i t a t e  f u r t he r  r educ t ions  i n  i n t e r es t  r a t e s .  The  p l an  a l so
en t a i l ed  t h e  r ep l a c emen t  o f  h i gh  cos t  domes t i c  d eb t  w i t h
l o w e r  c o s t  f o r e i g n  d e b t .  D o m e s t i c  d e b t  i n s t r u m e n t s
dec l i n ed  by  $2 . 4  b i l l i on  du r i ng  t h e  qua r t e r  ( s e eTable 1.8 ).

The  sho r t - t e rm  deb t  r a i s i n g  ac t i v i t i e s  o f  t h e  Gove rnmen t
du r i ng  t h e  qua r t e r  i nvo l v ed  f i v e  T r e a su ry  B i l l  a uc t i ons  ( s e e
Table 1.7 )  wh i ch  r a i s ed  a  t o t a l  o f  $2 . 9  b i l l i o n .  Th i s
r ep r e s en t ed  i n c r emen t a l  bo r row i ng  o f  $ 700 . 0  m i l l i o n  a nd
b rough t  t h e  s tock  o f  ou t s t and i ng  T r e a su ry  B i l l s  t o  $6 . 9
b i l l i on  r e l a t i v e  to  a  ce i l i ng  o f  $12 .0  b i l l i on .  

On  t h e  f i r s t  f ou r  a uc t i ons  t h e r e  was  a  d ec l i n e  i n  t h e  y i e l d s
r e l a t i v e  t o  t hose  p r eva i l i n g  a t  t h e  end  o f  t h e  p r ev ious
qua r t e r ,  w i t h  t h e  182 -day  T r e a su ry  B i l l  y i e l d  dec l i n i ng  t o  a
l o w  o f  1 5 . 4 6  p e r  c e n t ,  t h e  l o w e s t  s i n c e  1 9 9 1 .  H o w e v e r ,  t h e
y i e l d  f r om  t h e  f i n a l  a uc t i on  o f  t h e  182 -day  t e no r  h e l d  on  22

T a b l e  1 . 6

Issue
Date

12 Apr
27-Apr
11-May
25-May
22-Jun
22-Jun
Total

Tenor
(days)   

365
182
273
182
84

182

Avg.
Yield
(%)

16.93
16.50
16.42
15.46
15.75
16.20

Allotment
(J$MN)

300
650
300
650
350
650

2 900

Amount
Matur ing
(J$MN)

750
0

350
1100

0
0

2 200

T r e a s u r y  B i l l s  A u c t i o n s
J u n e  2 0 0 1  Q u a r t e r

G O J G l o b a l  E u r o b o n d  Y i e l d s  ( % )
M a t u r i t i e s

2 0 0 2
2 0 0 3
2 0 0 4
2 0 0 5
2 0 0 7
2011

2 9  M a r c h  0 1
8 .32
8 .88

10 .04
10 .45
11 .56

-

2 8  J u n e  0 1
7 .02
7 .84
8 .93
9 .63

10 .24
10 .78

T a b l e  1 . 7
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J u n e  i n c r e a s e d  b y  7 4  b a s i s  p o i n t s  d u e  t o  l o w  l e v e l s  o f
l i q u i d i t y  i n  t h e  s y s t e m  a t  t h e  t i m e  o f  t h e  a u c t i o n .
No tw i t h s t a nd i ng  t h i s  i n c r e a s e ,  t h e  y i e l d  o f  16 . 20  pe r  c en t
a t  t h e  c l o s e  o f  t h e  qu a r t e r  was  73  b a s i s  po i n t s  b e l ow  t h a t  o f
t h e  s ame  t eno r  a t  t h e  end  o f  t h e  Ma rch  qua r t e r .    I n t e r e s t
r a t e s  o n  t h e  3 6 5 - d a y  a n d  2 7 3 - d a y  t e n o r s  a l s o  d e c l i n e d
r e l a t i v e  t o  a uc t i ons  o f  t h e  s ame  t e no r s  i n  Ma rch  and
Feb rua ry ,  r e spec t i v e l y .   As  a  r e su l t  o f  t h e  dec l i n e  i n  i n t e r e s t
r a t e s  t h e r e  was  a  downwa rd  sh i f t  i n  t h e  T r e a su r y  b i l l  y i e l d
cu rve  ( s e eFigure 1 .7 ).

T h e r e  w e r e  s i x  o f f e r s  o f  m e d i u m  t o  l o n g - t e r m  L R S
ins t r umen t s  du r i ng  t h e  J une  qua r t e r  r e l a t i v e  t o  two  auc t i ons
i n  t h e  p r ev ious  qua r t e r .   Desp i t e  t h e  i n c r e a s e  i n  t h e  numbe r
o f  i s s u e s ,  t h e  GOJ  was  ab l e  t o  r educe  t h e  ou t s t a nd i ng  s t ock
o f  L R S  d u r i n g  t h e  q u a r t e r  b y  $ 1 . 6  b i l l i o n .  T h e  t o t a l  L R S
i s sue  was  $11 . 2  b i l l i on  r ep l ac i ng  $12 . 8  b i l l i on  i n  ma t u r i ng
i n s t r umen t s  ( s e e  Table 1.8 ) .   T h e  G o v e r n m e n t ' s  L R S  i s s u e s
du r i ng  t h e  qua r t e r  i n c l uded  3 -yea r ,  5 - y e a r ,  7 - y e a r ,  10 -yea r
a nd  12 - y e a r  t e no r s .  The  12 - y e a r  t e no r  was  t h e  f i r s t  a uc t i on
o f  i t s  k i n d  i n  k e e p i n g  w i t h  p l a n s  b y  t h e  G o v e r n m e n t  t o
ex t end  t h e  ma tu r i t y  o f  i t s  deb t .  

I n  k e ep i ng  w i t h  t h e  t r e nd  i n  sho r t - t e rm  i n t e r e s t  r a t e s ,  y i e l d s
o n  G O J  m e d i u m  t o  l o n g - t e r m  i n s t r u m e n t s  a l s o  d e c l i n e d
(see  Appendix  C,  Table  1B ) .   A t  t h e  c lose  o f  t h e  qua r t e r ,
t h e  y i e l d  on  t h e  t e n - y e a r  i n s t r umen t  was  322  b a s i s  po i n t s
l e s s  t h an  t h e  y i e l d  o f  19 . 12  pe r  c en t  a t  t h e  e nd  o f  t h e
p r e v i o u s  q u a r t e r .  Y i e l d s  o n  t h e  5 - y e a r  a n d  7 - y e a r
i n s t r u m e n t s  d e c l i n e d  b y  2 6 5  a n d  2 9 6  b a s i s  p o i n t s ,
r espec t i ve l y ,  r e l a t i v e  to  t he  l a s t  i s sue  i n  t he  p rev ious
qua r t e r .  The  y i e l d  on  t h e  12 - y e a r  t e no r  o f  16 . 12  pe r  c en t
was  186  bas i s  po i n t s  l owe r  t h an  t h e  y i e l d  o f  i t s  f i r s t  i s sue
on  24  Ap r i l .    P r ima r y  d e a l e r s  h av e  e xp r e s s ed  a  p r e f e r e nc e
fo r  t h e  twe l v e - y e a r  i n s t r umen t  du e  t o  t h e  s t r ong  d emand  on
t h e  s e c o n d a r y  m a r k e t  f r o m  p e n s i o n  f u n d s .

The r e  was  a l so  a  f i v e - y e a r  f i x ed  r a t e  US  do l l a r  i nd ex -
l i n k ed  bond  i s s u ed  on  15  J un e ,  wh i ch  o f f e r ed  a n  i n t e r e s t
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r a t e  o f  12 . 0  p e r  c en t .  The  s t ock  o f  ou t s t a nd i ng  deben t u r e s
dec l i n ed  a s  t h e  $2 . 6  b i l l i on  i n  d eben t u r e s  t h a t  ma t u r ed  i n
M a y  w e r e  n o t  r e p l a c e d  ( s e e  Table 1.8 ).

On  t h e  p r i v a t e  money  ma r k e t ,  ov e r n i g h t  a nd  i n t e r - b ank
r a t e s  f l u c t u a t ed  s i g n i f i c a n t l y  w i t h  l i q u i d i t y  cond i t i o n s
wh i l e  t h e  30 -day  p r i v a t e  r epu rchase  r a t e  was  l e s s  vo l a t i l e
( s ee  Figure 1 .9 ) .  Ove r n i gh t  r a t e s  f l u c t u a t ed  be tween  a  h i gh
o f  19 . 2  p e r  c en t  t o  a  l ow  o f  5 . 0  p e r  c en t  wh i l e  i n t e r - b ank
r a t e s  f l u c t u a t ed  be tween  20 . 0  p e r  c en t  a nd  5 . 0  p e r  c en t .
P r i v a t e  3 0 - d a y  r e p u r c h a s e  r a t e s  v a r i e d  b e t w e e n  1 4 . 8 5  p e r
cen t  a nd  18 . 0  pe r  c en t .  W i t h  l i qu id i t y  t i g h t en i ng  t owa rds
t h e  e n d  o f  J u n e  t h e r e  w a s  a n  o b s e r v e d  u p w a r d  m o v e m e n t  i n
r a t es .  

T h e  r e d u c e d  p r e s e n c e  o f  t h e  G o v e r n m e n t  i n  t h e  l o c a l
ma rke t  coup l ed  w i t h  f o r e i gn  exchange  ma rke t  s t ab i l i t y  a nd
low i n f l a t i on  f ac i l i t a t ed  fu r t he r  cu t s  i n  i n t e r es t  r a t e s  ac ross
t h e  e n t i r e  r a n g e  o f  B O J  o p e n  m a r k e t  i n s t r u m e n t s  ( s e e
Figure 1 .10 ) .   I n  t h i s  r ega rd ,  t h e  s i gna l  r a t e  on  t h e  30 -day
i n s t r umen t  o f  14 . 25  p e r  c en t  a t  t h e  e nd  o f  t h e  J une  qua r t e r
was  l e s s  t h an  t h e  r a t e  an t i c i pa t ed .  Du r i ng  t h e  pe r i od ,  t h e
p r e m i u m  o n  t h e  l o n g e r  t e n o r s  o f  B O J  i n s t r u m e n t s  w a s  a l s o
r educed .  

Du r i n g  t h e  qua r t e r ,  t h e  y i e l d  on  30  t o  120  d ay  i n s t r umen t s
w a s  r e d u c e d  b y  1 2 5  b a s i s  p o i n t s ,  w h i l e  t h o s e  o n  t h e  1 8 0
a n d  2 7 0 - d a y  i n s t r u m e n t s  w e r e  l o w e r e d  b y  1 4 0  b a s i s  p o i n t s .
The  mos t  s i g n i f i c an t  r educ t i on  was  e f f e c t ed  on  t h e  365 -day
i n s t r umen t ,  wh i ch  d ec l i n ed  by  160  b a s i s  po i n t s .  

T h e  c o m m i t m e n t  o f  G o v e r n m e n t  t o  r e d u c e  b o r r o w i n g  f r o m
the  l oc a l  ma rk e t  a nd  t h e  f a c t  t h a t  i t  was  ab l e  t o  sou rc e  a l l
i t s  i n t e r na t i ona l  deb t  f i n anc i ng  r equ i r emen t s  i n  t h e  f i r s t
qua r t e r ,  a ugu r  we l l  f o r  con t i nued  r educ t i ons  i n  i n t e r e s t
r a t es .   

T a b l e  1 . 8

G O J D o m e s t i c  D e b t  R a i s i n g
A p r i l  -  J u n e  2 0 0 1

Treasury Bills
LRS

Debenture
US$Index 

bonds
TOTAL

Amount
Allotted 

( J $ M N )

2 900.0
11 200.0

0.0

1 127.8
15 227.8

Amount
Maturing

( J $ M N )

2 200.0
12 789.0
2 609.5

0
17 598.5

Net
Redemption

( J $ M N )

-700.0
1 589.0
2 609.5

-1 127.8
2 370.7

0
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4 -
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2 -
M a y
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Date
Inter-bank High
Overnight High
30 day private repo High

13

14

15

16

17
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3 0
d a y s

6 0
d a y s

9 0
d a y s

120
d a y s

180
d a y s

270
d a y s

3 6 5
d a y s

Tenor

Mar  2001 Qt r Jun  2001 Qt r

F i g u r e  1 . 9
P r i v a t e  M o n e y  M a r k e t  R a t e s

F i g u r e  1 . 1 0
Y i e l d  C u r v e  -  B O J  O p e n  M a r k e t  R a t e s
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S t anda rd  a nd  Poo r ' s  (S&P)  upg r aded  i t s  r a t i n g s
o f  J ama i c a ' s  l ong - t e rm  deb t  i n s t r umen t s  and
r ev i s ed  t h e  ou t l ook  f rom pos i t i v e  t o  s t ab l e  on
2  M a y  2 0 0 1 .   T h e  l o n g - t e r m  f o r e i g n  c u r r e n c y
c r e d i t  r a t i n g  w a s  i n c r e a s e d  t o  B +  f r o m  B  a n d
the  l ong - t e rm  loca l  cu r r ency  c r ed i t  r a t i ng  to
B B -  f r o m  B +  ( s e e  T a b l e  1 ) .  T h e  i n s t r u m e n t s
a r e  n o w  r a t e d  4  n o t c h e s  a n d  3  n o t c h e s ,
r e s p e c t i v e l y ,  b e l o w  i n v e s t m e n t  g r a d e .  T h i s
f o l l o w s  a n  o u t l o o k  u p g r a d e  b y  S & P  o n  1 4
D e c e m b e r  2 0 0 0     

Acco rd i ng  to  S&P,  i t s  l ong - t e rm  i s sue  c r ed i t
r a t i ngs  a r e  based  on  t h e  ab i l i t y  and  w i l l i n gness
o f  t h e  i s sue r  t o  mee t  i t s  f i n anc i a l  commi tmen t
on  i t s  deb t  ob l i g a t i ons .   C r ed i t  r a t i ngs  r ange
f r o m  ' A A A '  t o  ' D '  w i t h  ' A A A '  b e i n g  t h e  h i g h e s t
and  'D '  be i ng  t h e  l owes t .  Add i t i ona l l y ,  r a t i ngs
f r o m  ' A A '  t o  ' C C C '  m a y  b e  m o d i f i e d  b y  a d d i n g
a  p l u s  o r  m i nus  s i gn  t o  s how  r e l a t i v e  s t a nd i ng
w i t h i n  r a t i n g  c a t ego r i e s  and  an  ' r '  may  be
a d d e d  t o  i n d i c a t e  a n  i n s t r u m e n t  t h a t  h a s
s i g n i f i c a n t  n o n - c r e d i t  r i s k s .  I n  s i t u a t i o n s
whe r e  no  r a t i n g s  h ave  been  r eques t ed ,  o r  t h e r e
i s  i n su f f i c i e n t  i n fo rma t i on  on  wh i ch  t o  base  a
r a t i ng ,  o r  S  &  P  does  no t  r a t e  a  pa r t i cu l a r
o b l i g a t i o n  a s  a  m a t t e r  o f  p o l i c y ,  t h i s  i s
i n d i c a t e d  b y  ' N . R ' .    R a t i n g s  B B B -  a n d  a b o v e
a r e  r e g a rd ed  a s  i n v e s tmen t  g r ade  wh i l e  t hos e
be low  t h i s  r a t i ng  a r e  c l a s s i f i ed  a s  specu l a t i v e
g rade .

Tab l e  1  con t a i n s  a  compa r i son  o f  t h e  l a s t  two
r a t i ngs  g i v en  t o  J ama i c a ' s  deb t  i n s t r umen t s  by
S  &  P .  The  r a t i n g  o f  'BB - '  i nd i c a t e s  t h a t
J ama ica ' s   l ong - t e rm   l oca l   cu r r ency   c r ed i t   i s

l e s s    v u l n e r ab l e    t o    non -paymen t    t h an
o the r  specu l a t i v e  g r ade  i s sues  bu t  i s  sub j ec t  t o
o n g o i n g  u n c e r t a i n t i e s  o r  e x p o s u r e  t o
un f avou r ab l e  bus i n e s s ,  f i n anc i a l ,  o r  e conom ic
c o n d i t i o n s ,  w h i c h  c o u l d  i m p a i r  t h e
Gove rnmen t ' s  c apac i t y  t o  mee t  i t s  f i n anc i a l
comm i tmen t .  A  r a t i n g  o f  'B+ '  on  l ong - t e rm
f o r e i g n  c u r r e n c y  c r e d i t  s i g n i f i e s  t h a t  a n
ob l i g a t i on  i s  mo r e  vu l n e r ab l e  t o  non -paymen t ,
r e l a t i v e  t o  o b l i g a t i o n s  r a t e d  ' B B ' ,  b u t  t h e
c a p a c i t y  t o  r e p a y  e x i s t s .  H o w e v e r ,  s h o u l d
t h e r e  b e  a d v e r s e  b u s i n e s s ,  f i n a n c i a l ,  o r
econom ic  cond i t i ons  t h en  t h e  l i k e l i hood  i s  t h a t
t h e  ab i l i t y  a nd  w i l l i n gnes s  t o  r epay  cou ld  be
impa i r ed .  

The  r a t i n g s  upg r ade  p l a c e s  J ama i c a ' s  l ong -
t e rm  fo r e i gn  cu r r ency  deb t  a t  a  l e v e l  s im i l a r  t o
t h a t  o f  B o l i v i a  a n d  t h e  D o m i n i c a n  R e p u b l i c .
O f  n o t e ,  J a m a i c a ' s  r a n k i n g  i s  a b o v e  A r g e n t i n a ,
V e n e z u e l a ,  P a r a g u a y  a n d  E c u a d o r .  

J ama i c a  h a s  a l r e ady  bene f i t ed  f rom t h e  r a t i ngs
u p g r a d e  a s  i t s  1 0  M a y  2 0 0 1  U n i t e d  S t a t e s
d o l l a r - d e n o m i n a t e d  E u r o b o n d  o f f e r  w a s
o v e r s u b s c r i b e d  w h i c h ,  a l l o w e d  f o r  a n  i n c r e a s e
i n  t h e  i s sue  s i z e  and  t h e  r e -open i ng  o f  t h e  o f f e r
i n  t h e  f o l l o w i n g  w e e k .   F u r t h e r  i m p r o v e m e n t s
i n  t h e  r a t i n g s  h i n g e  o n  t h e  G o v e r n m e n t ' s
ab i l i t y  t o  r educe  t h e  d eb t  s e r v i c e  bu rden  on  t h e
f i s c a l  a c c o u n t s  a n d  g e n e r a t e  e c o n o m i c  g r o w t h .

1S o u r c e :
h t t p : / / w w w . s a n d p . c o m / R e s o u r c e C e n t e r / I s s u e C r e L T . h t ml

B o x  2 :   Jamaica’s  Sovere ign  Credi t  Rat ings:   An Update
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Table  1 :  Summary of  Jamaica’s  S  & P Ratings

Table 2
Long- term Fore ign  Currency  Sovere ign  Credi t  Rat ing  for  Lat in  American  & Foreign

Caribbean Countr ies

S o u r c e :  h t t p : / / w w w . s t a n d a r d a n d p o o r s . c o m / R a t i n g s A c t i o n s / R a t i n g s L i s t s / S o v e r e i g n s / S o v e r e i g n s R a t i n g s L i s t . h t m l
r e t r i e v e d  2 5  J u n e  2 0 0 1

C a t e g o r y

Long - t e rm  l oca l  cu r r ency  c r ed i t

Long - t e rm  fo r e i gn  cu r r e ncy  c r ed i t

Sho r t - t e rm  l oca l  cu r r ency  c r ed i t

Sho r t - t e rm  fo r e i gn  cu r r ency  c r ed i t

R a t i n g  O u t l o o k

R a t i n g s  a s s i g n e d  a s  a t  1 4  D e c .  2 0 0 0

B +

B

B

B

Pos i t i v e

R a t i n g s  a s s i g n e d  a s  a t  2 2  J u n e  2 0 0 1

B B -

B+

B

B

St ab l e

C o u n t r i e s

Argen t i n a
B a r b a d o s
B e l i z e
Bo l i v i a
Braz i l
Ch i l e
C o l u m b i a
C o s t a  R i c a
D o m i n i c a n      

R e p u b l i c
E c u a d o r
E l  Sa l v ado r
J a m a i c a
M e x i c o
P a r a g u a y
Peru
Tr in idad
U r u g u a y
Venezue l a

R a t i n g

B B -
A-
B B
B+
B+
A-
B B
B B

B+
B-
B B +
B
B B +
B
B B -
B B B -
B B B -
B

O u t l o o k

S t ab l e
S t ab l e
S t ab l e
S t ab l e
Pos i t i v e
S t ab l e
N e g a t i v e
Pos i t i v e

S t ab l e
S t ab l e
S t ab l e
P o s i t i v e
Pos i t i v e
N e g a t i v e
S t ab l e
S t ab l e
S t ab l e
S t ab l e

G r a d e

Specu l a t i v e
Inves tmen t
Specu l a t i v e
Specu l a t i v e
Specu l a t i v e
Inves tmen t
Specu l a t i v e
Specu l a t i v e

Specu l a t i v e
Specu l a t i v e
Specu l a t i v e
S p e c u l a t i v e
Specu l a t i v e
Specu l a t i v e
Specu l a t i v e
Inves tmen t
I nves tmen t
Specu l a t i v e

R a t i n g

B
A -
B B
B +
B B -
A -
B B
B B

B +
C C C +
B B +
B +
B B +
B
B B -
B B B -
B B B -
B

O u t l o o k

N e g a t i v e
S tab l e
S tab l e
S tab l e
S tab l e
S tab l e
N e g a t i v e
Pos i t i v e

Pos i t i v e
N e g a t i v e
S tab l e
S t a b l e
Pos i t i v e
N e g a t i v e
S tab l e
S tab l e
S tab l e
S tab l e

G r a d e

Specu l a t i v e
I nv e s tmen t
Specu l a t i v e
Specu l a t i v e
Specu l a t i v e
I nv e s tmen t
Specu l a t i v e
Specu l a t i v e

Specu l a t i v e
Specu l a t i v e
Specu l a t i v e
S p e c u l a t i v e
Specu l a t i v e
Specu l a t i v e
Specu l a t i v e
I nv e s tmen t
I nv e s tmen t
Specu l a t i v e

S t a n d a r d  a n d  P o o r ’ s  R a t i n g s
1 4  D e c e m b e r  2 0 0 0 2 2  J u n e  2 0 0 1
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Stock Market

T h e  s t o c k  m a r k e t  r e c o r d e d  a  m i x e d  p e r f o r m a n c e  f o r  t h e
r e v i e w  q u a r t e r .  D u r i n g  A p r i l  a n d  M a y  t h e r e  w a s  m o d e r a t e
t r a d i n g  o n  t h e  m a r k e t .  H o w e v e r ,  d u r i n g  J u n e  t h e r e  w a s  a n
upsu rge  i n  ac t i v i t y  a s  t h e  ma rke t  r e ac t ed  t o  t h e  con t i nued
l o w e r i n g  o f  i n t e r e s t  r a t e s .  F u r t h e r ,  a  m o d e r a t i o n  i n
G o v e r n m e n t ' s  d o m e s t i c  d e b t  r a i s i n g  a c t i v i t i e s  a l s o
suppor t ed  ac t i v i t y  i n  t h e  s tock  ma rke t .

Fo r  t h e  J un e  qua r t e r ,  a v e r ag e  mon t h l y  t r ad i ng  vo l umes
we r e  79 . 5  m i l l i on  un i t s  r e l a t i v e  t o  86 . 6  m i l l i on  un i t s  fo r  t h e
c o m p a r a b l e  q u a r t e r  i n  2 0 0 0 .  I n  a d d i t i o n ,  t h e  a v e r a g e
m o n t h l y  v a l u e  t r a d e d  d e c l i n e d  t o  $ 3 9 4 . 6  m i l l i o n  f r o m
$465 . 7  m i l l i o n .  The  a v e r ag e  numbe r  o f  t r a n s ac t i on s  a l so
d e c l i n e d  t o  2 3 8 2  f r o m  2 5 6 1  i n  t h e  J u n e  2 0 0 0  q u a r t e r .

T h e  m o n t h l y  a v e r a g e  v o l u m e s  t r a d e d  f o r  A p r i l  a n d  M a y
2 0 0 1  w e r e  5 3 . 2  m i l l i o n  u n i t s .  H o w e v e r ,  d u r i n g  J u n e  t h e r e
w a s  a  m a r k e d  r e c o v e r y  i n  m a r k e t  v o l u m e  w i t h  1 3 2 . 2
m i l l i on  sha r e s  t r aded  ( s e e  Figure  1 .12 ) .  S im i l a r l y ,  Figure
1.13 shows  t h a t  t h e  v a l u e  t r aded  i nc r e a s ed  s i gn i f i c an t l y  i n
J u n e  f r o m  r e l a t i v e l y  l o w  l e v e l s  f o r  A p r i l  a n d  M a y  2 0 0 1 .
Du r i n g  J un e ,  t h e  v a l u e  o f  s h a r e s  t r ad ed  on  t h e  s t ock  ma rk e t
r o s e  t o  $694 . 5  m i l l i o n  f r om  an  av e r ag e  o f  $244 . 7  m i l l i o n
fo r  Apr i l  a nd  May .

C o n s e q u e n t l y ,  t h e  s t o c k  m a r k e t  i n d e x  a d v a n c e d  b y  2 0 . 3  p e r
c e n t  b e t w e e n  t h e  e n d  o f  M a r c h  2 0 0 1  a n d  t h e  e n d  o f  t h e  J u n e
2 0 0 1 .   F u r t h e r ,  a t  t h e  e n d  o f  J u n e  2 0 0 1  t h e  J S E  i n d e x  w a s
35 , 723 . 5  po i n t s ,  a n  i nc r e a s e  o f  13 . 9  pe r  c en t  r e l a t i v e  t o  t h e
3 1 , 3 3 8 . 3  p o i n t s  r e c o r d e d  a t  t h e  e n d  o f  J u n e  2 0 0 0 .
Fo l l ow i ng  on  t h i s  t r e nd ,  t h e  A l l  J ama i c a  Compos i t e  I ndex
a n d  t h e  J a m a i c a  S e l e c t  I n d e x  a l s o  r e c o r d e d  a d v a n c e s .  T h e
A l l  J a m a i c a  C o m p o s i t e  I n d e x  a t  t h e  e n d  o f  J u n e  2 0 0 1  w a s
37 , 419 . 27  po i n t s ,  a  g a i n  o f  20 . 4  pe r  c en t  r e l a t i v e  t o  J une
2 0 0 0 .  T h e  J a m a i c a  S e l e c t  I n d e x  a l s o  g a i n e d  1 9 . 3  p e r  c e n t ,
c l o s i n g  a t  1 , 1 6 3 . 8  p o i n t s  a t  t h e  e n d  o f  J u n e  2 0 0 1 .

The  su r g e  i n  s t ock  ma rke t  a c t i v i t y  i n  J une  was  p r ima r i l y
a t t r i bu t ab l e  t o  t h e  con t i nued  r educ t i on  i n  domes t i c  i n t e r e s t

F i g u r e  1 . 1 1
M o v e m e n t s  i n  t h e  J S E  I n d e x  f o r  

2 0 0 0  a n d  2 0 0 1

F i g u r e  1 . 1 2
V o l u m e  T r a d e d  o n  J S E  I n d e x  f o r  

2 0 0 0  a n d  2 0 0 1

L o w e r  i n t e r e s t  r a t e s  i n f l u e n c e
m a r k e t  a c t i v i t y .
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r a t e s .  Pos i t i v e  expec t a t i ons  r ega rd i ng  t h e  Cen t r a l  Bank ' s
a b i l i t y  t o  s u s t a i n  l o w e r  i n t e r e s t  r a t e s  i n c r e a s e d  t h e
a t t r a c t i v eness  o f  equ i t y  i nves tmen t s .  W i t h  l owe r  domes t i c
i n t e r e s t  r a t e s  and  r e l a t i v e  exchange  r a t e  s t ab i l i t y ,  t h e
e a r n i ngs  d i f f e r en t i a l  b e tween  equ i t y  i n v e s tmen t s  a nd  o t h e r
i n v e s t m e n t  o p t i o n s  s u c h  a s  g o v e r n m e n t  s e c u r i t i e s  h a s
w i d e n e d .  

Aga i n s t  t h i s  b ackg round  t h e  Gove r nmen t ' s  d eb t  r a i s i n g
s t r a t egy  had  a  s i gn i f i c an t  impac t  on  t h e  s tock  ma rke t .  The
n e t  r e d e m p t i o n  o f  G o v e r n m e n t  i n s t r u m e n t s  a i d e d  i n  t h e
l o w e r i n g  o f  i n t e r e s t  r a t e s  b u t  a l s o  c o n t r i b u t e d  t o  a
r e d u c t i o n  i n  i n v e s t m e n t  o p p o r t u n i t i e s .  F u r t h e r ,  t h e
Gove rnmen t  e x t ended  t h e  ma t u r i t y  p ro f i l e  o f  t h e  s ecu r i t i e s
o f f e r ed  t o  t h e  ma rk e t .  Fo r  i n v e s to r s  w i t h  a  s ho r t  t o  med i um
t e rm  ou t l ook ,  t h e s e  s ecu r i t i e s  wou ld  be  r e l a t i v e l y  l e s s
a t t r ac t i v e .  Acco rd i ng l y ,  t h e  v i ab i l i t y  o f  t h e  s tock  ma rke t  a s
an  a l t e r n a t i v e  f o rm  o f  i n v e s tmen t  was  e nhanced .

A t  t h e  m i c roeconom ic  l e v e l ,  t h e  s t r ong  p ro f i t  p e r fo rmance
and  r ecove ry  o f  many  l i s t ed  f i rms  con t i nu ed  t o  d r i v e  t h e
app r ec i a t i on  i n  s t ock  p r i c e s  and  con t r i bu t ed  t o  t h e  pos i t i v e
pe r fo rmance  o f  t h e  s t ock  ma rk e t .  Table 1.9 shows  t h e  t op
t e n  p e r f o r m i n g  s t o c k s  f o r  t h e  t w e l v e - m o n t h  p e r i o d  e n d i n g
J u n e  2 0 0 1 .  N o t a b l y ,  L i f e  o f  J a m a i c a  ( L O J )  h a s  s h o w n
s ign i f i c an t  app rec i a t i on  i n  i t s  s tock  p r i c e .  Th i s  i s  aga i ns t
t h e  b a c k g r o u n d  o f  t h e  c o m p l e t i o n  o f  i t s  c a p i t a l
r e s t r u c t u r i n g  a g r e e m e n t  w i t h  F I N S A C  a n d  t h e  s a l e  o f  t h e
c o m p a n y  t o  B a r b a d o s  M u t u a l1.  L O J  r e c o r d e d  s t r o n g  g r o w t h
i n  i n c o m e ,  a n  i m p r o v e m e n t  i n  s a l e s  p e r f o r m a n c e  a n d  h a s
con t i nued  to  ma i n t a i n  a  dom inan t  sha r e  o f  t h e  o rd i n a r y  l i f e ,
g r o u p  h e a l t h  a n d  p e n s i o n  m a r k e t .

A t  t h e  i n s t i t u t i ona l  l e ve l ,  t h e r e  was  an  expans ion  i n  t h e
m e m b e r s h i p   o f   t h e  J S E  w i t h  t h r e e  n e w  l i c e n c e s  g r a n t e d  t o  
ope r a t e   s t ock    b roke r ag e s ,    i n c r e a s i ng    t h e    n umbe r    o f  
b roke r age  f i rms  t o  n i n e .  The  i nc r e a s e  i n  ma rke t  a c t i v i t y  a s  

1L O J  w a s  s u s p e n d e d  i n  J u n e  2 0 0 0  d u e  t o  t h e  f a i l u r e  t o  m e e t  a n  
e x t e n d e d  d e a d l i n e  f o r  d i s c l o s u r e  o f  f i n a n c i a l  p e r f o r m a n c e .   L O J  w a s
r e i n s t a t e d  o n  1 8  J u n e  2 0 0 1 .

F i g u r e  1 . 1 3
V a l u e  T r a d e d  f o r  2 0 0 0  a n d  2 0 0 1

T a b l e  1 . 9

J S E  a d d s  t h r e e  n e w  b r o k e r a g e s .
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e v i d e n c e d  b y  a d v a n c e s  i n  t h e  s t o c k  m a r k e t  i n d e x ,  a s  w e l l  a s
imp rovemen t s  i n  t h e  ope r a t i o n a l  e f f i c i e ncy  o f  t h e  JSE  h a s
con t r i bu t ed  t o  t h e  i n t e r e s t  b e i n g  s hown  by  many  f i n anc i a l
f i rms  i n  t h e  s tock  ma rke t .  The  e l ec t ron i c  t r ad i ng  sys t em
and  t h e  e s t ab l i s hmen t  o f  t h e  J ama i c a  Cen t r a l  S ecu r i t i e s
D e p o s i t o r y  ( J C S D )  h a s  i n c r e a s e d  t h e  e f f i c i e n c y  a n d  s p e e d
o f  t r ades ,  a s  we l l  a s ,  l owe r ed  s e t t l emen t  r i s k .  Fu r t h e r ,  fo r
c o m p a n i e s  i n v o l v e d  i n  t h e  p r o v i s i o n  o f  a s s e t  m a n a g e m e n t
and  f i n anc i a l  adv i c e  s e r v i c e s ,  t h e  e s t ab l i s hmen t  o f  a  s t ock
b roke r a g e  a l l ows  f o r  a n  e xpans i on  a nd  g r e a t e r  s yn e r gy  i n
t h e i r  r a nge  o f  f i n anc i a l  s e r v i c e s .  The  i nc r e a s e  i n  t h e
numbe r  o f  ma rk e t  p l a y e r s  i s  e xpec t ed  t o  add  dynam i sm  to
t h e  ma rke t  by  h e lp i ng  t o  g ene r a t e  g r e a t e r  i n ves to r  i n t e r e s t
i n  equ i t i e s ,  t h e r eby  s t imu l a t i ng  t h e  p r ima ry  ma rke t .

A  pos i t i v e  pe r fo rmance  o f  t h e  s tock  ma rke t  f o r  t h e  n ex t
q u a r t e r  i s  c o n t i n g e n t  o n  t h e  m a i n t e n a n c e  o f  l o w  r e a l
i n t e r es t  r a t e s  and  r e l a t i v e  s t ab i l i t y  i n  t he  exchange  r a t e .
The  g row th  i n  t h e  e conomy  w i l l  b ene f i t  l i s t ed  f i rms  by
p r o v i d i n g  g r e a t e r  o p p o r t u n i t i e s  f o r  p r o f i t a b i l i t y  a n d
b u s i n e s s  e x p a n s i o n .  

Fore ign  Exchange  Market

The  fo r e i gn  exchange  ma rke t  was  r e l a t i v e l y  s t ab l e  i n  t h e
J u n e  2 0 0 1  q u a r t e r .  T h e  w e i g h t e d  a v e r a g e  s e l l i n g  e x c h a n g e
r a t e  m o v e d  f r o m  U S $ 1 . 0 0  =  J $ 4 5 . 6 8  a t  e n d - M a r c h  2 0 0 1  t o
U S $ 1 . 0 0  =  J $ 4 5 . 8 2  a t  e n d - J u n e  2 0 0 1 .  T h i s  r e p r e s e n t e d  a
dep r ec i a t i o n  o f  0 . 31  p e r  c en t  compa r ed  w i t h  t h e  0 . 33  p e r
c e n t  d e p r e c i a t i o n  o b s e r v e d  f o r  t h e  p r e v i o u s  q u a r t e r .
S im i l a r l y ,  t h e  ave r age  o f  t h e  da i l y  s e l l i ng  r a t e s  du r i ng  t h e
r ev i ew  qua r t e r  d ep r ec i a t ed  ma rg i n a l l y  by  0 . 07  p e r  c en t ,
f r o m  U S $ 1 . 0 0  =  J $ 4 5 . 7 1  f o r  t h e  M a r c h  q u a r t e r  t o  a n
a v e r a g e  o f  U S $ 1 . 0 0  =  J $ 4 5 . 7 4  f o r  t h e  J u n e  q u a r t e r .  T h i s
compa r ed  f a vou r ab l y  w i t h  t h e  d ep r ec i a t i o n  o f  1 . 3 7  p e r  c en t
r e a l i z ed  fo r  t h e  p r ev ious  qua r t e r  ( s e e  Figure 1 .14 ) .  Desp i t e
t h e  o v e r a l l  m o d e r a t i o n  i n  t h e  m a r k e t ,  t h e r e  w a s  e v i d e n c e  o f
i n t r a -qua r t e r  f l uc t u a t i ons ,  b rough t  on  by  enhanced  p r i v a t e
cap i t a l  ou t f l ows ,  r e l a t ed  i n  pa r t  t o  demand  fo r  fo r e i gn
e x c h a n g e  t o  f a c i l i t a t e  t r a d e  a n d  i n v e s t m e n t  i n  t h e
G o v e r n m e n t  o f  J a m a i c a  d e b t  o n  t h e  E u r o b o n d  m a r k e t .  T h e

F i g u r e  1 . 1 4
W e i g h t e d  A v e r a g e  S e l l i n g  R a t e

( p e r i o d  a v e r a g e )
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r e l a t i v e  s t ab i l i t y  i n  t h e  ma rke t  was ,  howeve r ,  a ch i e v ed  by
t h e  Bank  o f  J ama i c a  a ugmen t i ng  supp l y  t o  f a c i l i t a t e  o rde r l y
t r ad i ng .  

Bank  o f  J ama i c a ' s  p r e l im i n a r y  e s t ima t e s  o f  ove r a l l  f o r e i gn
e x c h a n g e  f l o w s  w i t h i n  t h e  e c o n o m y  f o r  t h e  J u n e  q u a r t e r
s ugge s t  t h a t  t h e  s upp l y  o f  f o r e i g n  e xchange  e xce eded
d e m a n d  b y  U S $ 2 5 4 . 2  m i l l i o n  ( s e e  Figure  1 .15 ) .  Re l a t i ve  to
t h e  co r r e spond i ng  qua r t e r  i n  f i s c a l  y e a r  2000 / 01 ,  t o t a l
s upp l y  o f  f o r e i g n  e xchange  was  e s t ima t ed  t o  h av e  i n c r e a s ed
b y  U S $ 2 9 7 . 9  m i l l i o n  t o  U S $ 1 6 1 0 . 6  m i l l i o n ,  w h i l e  t h e
e s t i m a t e d  d e m a n d  e x p a n d e d  b y  U S $ 7 8 . 8  m i l l i o n  t o
U S $ 1 3 5 6 . 4  m i l l i o n .  

T h e  s u p p l y  o f  f o r e i g n  e x c h a n g e  t o  t h e  e c o n o m y  w a s
b o o s t e d  b y  n e t  o f f i c i a l  c a p i t a l  i n f l o w s  a m o u n t i n g  t o
app rox ima t e l y  US$313 . 9  m i l l i on ,  r e f l e c t i n g  t h e  r e c e i p t  o f
a p p r o x i m a t e l y  U S $ 4 0 2 . 0  m i l l i o n  f r o m  t h e  E u r o b o n d
m a r k e t .  T h e  f l o w s  f r o m  t h e  E u r o b o n d  m a r k e t  w e r e  r e c e i v e d
i n  t w o  t r a n c h e s  o f  U S $ 2 7 5 . 0  m i l l i o n  a n d  U S $ 1 2 6 . 9  m i l l i o n
i n  May  and  J une ,  r e spec t i v e l y .  I n  add i t i on ,  t h e  e conomy
bene f i t ed  f r om  n e t  i n f l ows  f r om  t r a n s f e r s  a nd  p r i v a t e
cap i t a l ,  t h e  l a t t e r  r e f l ec t i ng  t h e  r ema in i ng  p roceeds  o f
U S $ 3 5 . 0  m i l l i o n  f r o m  t h e  d i v e s t m e n t  o f  t h e  J a m a i c a  P u b l i c
S e r v i c e  C o m p a n y  ( J P S C o )  ( s e e  Figure 1 .16 ).

The  Bank  e s t ima t e s  t h a t ,  i n  add i t i on  t o  t h e  i nc r e a s ed
o u t f l o w s  a s s o c i a t e d  w i t h  t h e  G o v e r n m e n t  o f  J a m a i c a  d e b t
r a i s i n g  o n  t h e  E u r o b o n d  m a r k e t ,  d e m a n d  f o r  v i s i b l e  t r a d e
a n d  o t h e r  s e r v i c e s  a l s o  i n c r e a s e d  r e l a t i v e  t o  t h e
co r r e spond i ng  qua r t e r  i n  2 000 .  Wh i l s t  i n c r e a s ed  d emand
was  e xpe r i e nc ed  f o r  r aw  ma t e r i a l  a nd  c ap i t a l  goods ,  t h e
b u l k  o f  t h e  g r o w t h  i n  d e m a n d  f o r  f o r e i g n  e x c h a n g e  t o
f ac i l i t a t e  t r ade  emana t ed  f r om  t h e  d emand  fo r  consume r
goods ,  i n  p a r t i c u l a r ,  mo to rca r s  a nd  c e l l u l a r  t e l ephones .  The
g r o w t h  i n  d e m a n d  f o r  f o r e i g n  e x c h a n g e  t o  f a c i l i t a t e
paymen t s  f o r  o t h e r  s e r v i c e s  e n sued  l a r g e l y  f r om  i nc r e a s ed
ne t  t r anspo r t a t i on  paymen t s .

Desp i t e  t h e  imp rovemen t  i n  f o r e i g n  cu r r e ncy  f l ows  t o  t h e
ove r a l l  s y s t em ,  t h e  ope r a t i ons  o f  t h e  au t ho r i z ed  dea l e r s  and

F i g u r e  1 . 1 5
F o r e i g n  E x c h a n g e  C a s h  I n f l o w s  & O u t f l o w s

F i g u r e  1 . 1 6
N e t  F o r e i g n  C a s h  I n f l o w s  b y  S e l e c t e d  S e c t o r s

( A p r i l  -  J u n e  2 0 0 1 )
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camb ios  r e f l e c t ed  n e t  ou t f l ows .   Compa r ed  w i t h  t o t a l  s a l e s
by  t h e  a u t ho r i z ed  de a l e r s  f o r  t h e  qua r t e r  o f  US$620 . 4
m i l l i o n ,  t o t a l  pu r cha s e s  amoun t ed  t o  US$467 . 0  m i l l i o n  ( s e e
Figure  1 .17a  and  1 .17b ) .  W h i l e  o u t f l o w s  o f  f o r e i g n
e x c h a n g e  o v e r  t h e  r e v i e w  p e r i o d  a p p r o x i m a t e d  t h o s e  f o r
t h e  co r r e spond i ng  qua r t e r  o f  t h e  p r ev ious  f i s c a l  y e a r ,  t o t a l
p u r c h a s e s  b y  t h e  a u t h o r i z e d  d e a l e r s  d e c r e a s e d  b y  U S $ 1 1 5 . 9
m i l l i o n .  The  d ec r e a s e  i n  pu r cha s e s  f o r  t h e  r e v i ew  qua r t e r
r e f l e c t ed  l owe r  s e rv i c es  and  p r i v a t e  c ap i t a l  i n f l ows .  To t a l
pu r chas e s  by  c amb ios ,  r e l a t i v e  t o  t h e  J une  2000  qua r t e r ,
d e c l i n e d  b y  U S $ 1 4 0 . 9  m i l l i o n  t o  U S $ 2 9 9 . 1  m i l l i o n .
Concu r r en t l y ,  t o t a l  s a l e s  d ec l i n ed  by  US$65 . 7  m i l l i on  t o
U S $ 3 4 1 . 7  m i l l i o n .

Wh i l e  t h e  f o r e i g n  e xchange  ma rk e t  was  r e l a t i v e l y  s t ab l e
o v e r  t h e  r e v i e w  p e r i o d ,  t h e r e  w e r e  i n t r a - q u a r t e r
f l uc t u a t i ons  i n  t h e  exchange  r a t e ,  p a r t i cu l a r l y  i n  May .
D e m a n d  p r e s s u r e s  s u r f a c e d  f r o m  a s  e a r l y  a s  t h e  m i d d l e  o f
Apr i l ,  p romp ted  by  t h e  an t i c i pa t ed  ava i l ab i l i t y  o f  t h e  f i r s t
t r a n c h e  o f  t h e  J a m a i c a n  G o v e r n m e n t ' s  E u r o b o n d  o f f e r ,
wh i ch  was  f l o a t ed  i n  May .   Thes e  p r e s su r e s  i n t e n s i f i ed
fo l l ow i ng  t h e  r e -open i ng  o f  t h e  o f f e r  t owa rds  t h e  e nd  o f
M a y .  I n  r e s p o n s e ,  t h e  B a n k  o f  J a m a i c a  s o l d  f o r e i g n
e x c h a n g e  t o  t h e  m a r k e t  i n  M a y ,  w h i c h  s e r v e d  t o  a s s u a g e  t h e
d e m a n d  p r e s s u r e s  i n  t h e  o p e n i n g  w e e k  o f  J u n e .  W h i l e  t h e
exchange  r a t e  app r ec i a t ed  ove r  t h e  f i r s t  h a l f  o f  J une ,
i nc r e a s ed  end  u s e r  d emand  to  f ac i l i t a t e  t h e  pu rchase  o f
impor t s  su r f aced  towa rds  t h e  l a t t e r  p a r t  o f  t h e  mon th .  I n
add i t i on ,  some  amoun t  o f  ma rke t  i n s t ab i l i t y  was  a s soc i a t ed
w i t h  t h e  G o v e r n m e n t ' s  U S  d o l l a r  i n d e x e d  b o n d  o f f e r  o n  t h e
domes t i c  ma rk e t  i n  t h e  m idd l e  o f  J une .  

Desp i t e  t h e  r e l a t i v e l y  ac t i v e  pos t u r e  o f  t h e  Bank  i n  t h e
fo r e i gn  exchange  ma rke t ,  t h e  n e t  i n t e r n a t i ona l  r e s e r v e s
a t t a i n ed  a  n ew  r eco rd  l e v e l  o f  US$1540 . 5  m i l l i o n  a t  t h e  e nd
o f  J u n e  2 0 0 1 .  T h i s  r e p r e s e n t e d  a n  i n c r e a s e  o f  U S $ 2 5 4 . 2
m i l l i o n  r e l a t i v e  t o  t h e  s t ock  a t  t h e  e nd  o f  Ma rch  2001  and
exce eded  t h e  t a r g e t  s e t  i n  t h e  IMF ' s  S t a f f  Mon i t o r ed
P r o g r a m m e  ( S M P )  b y  U S $ 2 0 4 . 2  m i l l i o n  ( s e e  Table 1.10 ).
As  no t ed  e a r l i e r ,  wh i l e  t h i s  g rowth  subs t an t i a l l y  r e f l e c t ed
ne t  o f f i c i a l  c ap i t a l  f l ows ,  t h e  sys t em  a l so  bene f i t ed  f rom

F i g u r e  1 . 1 7 a
F o r e i g n  E x c h a n g e  C a s h  I n f l o w s  

b y  I n s t i t u t i o n s

F i g u r e  1 . 1 7 b
F o r e i g n  E x c h a n g e  C a s h  O u t f l o w s

b y  I n s t i t u t i o n s
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ne t  i n f l ows  f rom t r ans f e r s  and  p r i v a t e  c ap i t a l .  As  a  r e su l t  o f
t h e  ove r a l l  pos i t i v e  s upp l y  o f  f o r e i g n  e xchange  t o  t h e
economy ,  t h e  g ro s s  r e s e r v e s  a t  t h e  e nd  o f  J un e  amoun t ed  t o
U S $ 1 6 1 2 . 5  m i l l i o n ,  r e p r e s e n t i n g  2 7 . 2  w e e k s  o f  e s t i m a t e d
g o o d s  i m p o r t s  o r  1 8 . 7  w e e k s  o f  e s t i m a t e d  g o o d s  a n d
se r v i c e s  impo r t s .  The  impo r t  cove r  compa r e s  f a vou r ab l y
w i t h  t h e  i n t e r n a t i o n a l  b e n c h m a r k  o f  1 2 . 0  w e e k s  o f
e s t i m a t e d  g o o d s  a n d  s e r v i c e s  i m p o r t s .  F u r t h e r ,  t h e  N I R  n o w
c o v e r s  2 3 3 . 0  p e r  c e n t  o f  b a s e  m o n e y ,  u p  f r o m  1 9 4 . 0  p e r
c e n t  a t  e n d  M a r c h  2 0 0 1 .

T a b l e  1 . 1 0
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Overv iew

A n  a s s e s s m e n t  o f  t h e  p e r f o r m a n c e  o f  t h e  r e a l  s e c t o r  f o r
f i s c a l  y e a r  2 0 0 0 / 0 1  s u g g e s t s  s i g n i f i c a n t  i m p r o v e m e n t s
r e l a t i v e  t o  t h e  p r e v i o u s  f i s c a l  y e a r .  T h e  i m p r o v e d
pe r fo rmance  was  due  t o  t h e  s e r v i c e s  s ec to r ,  w i t h  pa r t i a l l y
o f f s e t t i ng  con t r ac t i on  i n  t h e  goods  p roduc i ng  s ec to r .  The
pos i t i v e s  o f  2000 / 01  a r e  e xpec t ed  t o  con t i n u e  i n t o  t h e
cu r r en t  f i s ca l  y ea r ,  a s  cond i t i ons  t h a t  h ad  r e su l t ed  i n  t h e
con t r ac t i on  o f  t h e  goods  s ec to r  h ave  ame l i o r a t ed .   

Fo r  t h e  qua r t e r  u nde r  r e v i ew ,  t h e  p r e l im i n a r y  a s s e s smen t  o f
r e a l  s ec to r  ac t i v i t i e s  i nd i c a t e s  t h a t  t h e  economy  g r ew
re l a t i v e  t o  t h e  co r r e spond ing  qua r t e r  o f  t h e  p r ev ious  yea r .
The  imp roved  pe r fo rmance  i s  a t t r i b u t ab l e  t o  e xpans i on  i n
bo t h  t h e  goods  and  s e r v i c e s  s ec to r s  o f  t h e  e conomy .

A g g r e g a t e  S u p p l y  f o r  J u n e  Q u a r t e r
For  t h e  r ev i ew  qua r t e r ,  r e a l  g row th  was  e s t ima t ed  i n  a l l
s e c t o r s  o f  t h e  e c o n o m y .  T h e  agricul ture a n d  mining
s e c t o r s  a c c o u n t e d  f o r  m o s t  o f  t h e  i m p r o v e m e n t s  s e e n  i n  t h e
g o o d s  p r o d u c i n g  s e c t o r s  w i t h  t h e  manufac tur ing and
construct ion s ec to r s  r e co rd i ng  ma rg i n a l  g row th .  W i t h i n
t h e  s e r v i c e s  s ec to r  t h e  p rom in en t  s ub - s ec to r s  we r e  basic
serv ices ,  misce l laneous and  distr ibut ion .  

The  e s t ima t ed  g row th  i n  t h e  agricul ture s ec to r  was  de r i v ed
f rom  imp rovemen t s  i n  t h e  p roduc t i on  o f  domes t i c  c rops ,
wh i ch  was  pa r t i a l l y  o f f s e t  by  a  d ec l i n e  i n  c rops  p roduced
f o r  t h e  e x p o r t  m a r k e t .  T h e  p e r f o r m a n c e  o f  d o m e s t i c
a g r i c u l t u r e  b e n e f i t e d  f r o m  t h e  f a v o u r a b l e  w e a t h e r
c o n d i t i o n s  t h a t  h a v e  c o n t i n u e d  f r o m  m i d - 2 0 0 0 .  T h e s e
cond i t i o n s  l ed  t o  imp rovemen t s  i n  c rop  e s t ab l i s hmen t  a nd
an  i nc r ease  i n  p l an t i ng  ac t i v i t i e s  bo th  f ac i l i t a t i ng  a  r e t u rn
to  no rma l  l e v e l s  o f  p roduc t i on  f o r  s ho r t - t e rm  c rops .  The
ou tpu t  o f  e xpo r t  a g r i c u l t u r e  was  dom in a t ed  by  t h e  poo r
p e r f o r m a n c e  o f  b a n a n a  a n d  c i t r u s ,  w h i c h  o f f s e t  t h e

T a b l e  1 . 1 0

G r o w t h  e s t i m a t e d  i n  b o t h  g o o d s
a n d  s e r v i c e s  s e c t o r s .

D o m e s t i c  c r o p  p r o d u c t i o n
i n c r e a s e s .

E s t i m a t e d
I m p a c t  o n

G r o w t h

1 .  G O O D S                                                           + v e
A G R I C U L T U R E  F O R E S T R Y  &FISHING           +ve
M I N I N G& Q U A R R Y I N G +ve
M A N U F A C T U R I N G +ve
C O N S T R U C T I O N  &INSTALLATION +ve

2 .  S E R V I C E S +ve
BASICSERVICES +ve

Electr ic i ty &Water +ve
Transpor t  Storage &Communica t ion +ve

O T H E R S E R V I C E S +ve
Distr ibut ive Trade +ve
Financ ing  &Insurance Serv ices +ve
Rea l  Es ta te  &Business Serv ices +ve
Producers  of  Government  Serv ices +ve
Misce l laneous Serv ices +ve
Househo lds  &Pr ivate  Non-Prof i t  Ins t i t              +ve

T O T A L G D P +ve

S e c t o r a l  C o n t r i b u t i o n  t o  G r o w t h
F i r s t  Q u a r t e r  2 0 0 1 / 0 2

2 .    R e a l  S e c t o r  D e v e l o p m e n t s
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e x p a n s i o n  i n  s u g a r  c a n e  p r o d u c t i o n .  T h e  i n c r e a s e  i n  s u g a r
c an e  p roduc t i on  r e l a t i v e  t o  t h e  co r r e spond i ng  2000  qua r t e r
was  due  t o  t h e  l a t e  r e ap i ng  o f  t h e  c rop  i n  2001 .  The  d ec l i n e
i n  c i t r u s  expor t s  was  a  r e su l t  o f  t h e  dead ly  t r i s t e z a  v i r u s ,
wh i ch  h a s  p l a gu ed  t h e  i ndus t r y .  

T h e r e  w a s  a  c o n t i n u a t i o n  o f  t h e  g r o w t h  o b s e r v e d  i n  t h e
mining s ec to r  f r om  t h e  Ma rch  2001  qua r t e r  i n t o  t h e  r e v i ew
qua r t e r  ( s e e  Figure 2 .1 ) .  Baux i t e  p roduc t i on  i s  e s t ima t ed  to
have  i nc r e a s ed  i n  t h e  J une  2001  qua r t e r  r e l a t i v e  t o  t h e
c o r r e s p o n d i n g  q u a r t e r  o f  2 0 0 0 .  T h e  i n c r e a s e  i n  p r o d u c t i o n
w a s  d u e  t o  t h e  f u l l  r e s u m p t i o n  o f  p r o c e s s i n g  a t  t h e
Grame rcy  a l um in a  p l a n t ,  wh i ch  t r i g g e r ed  f u l l  c apac i t y
u t i l i z a t i on  a t  t h e  l oca l  Ka i s e r  Baux i t e  Company .  I n  add i t i on
to  baux i t e  p roduc t i on ,  a l um ina  p roduc t i on  a l so  i nc r e a s ed  i n
t he  qua r t e r .  

T h e  manufacturing s ec to r  i s  e s t ima t ed  t o  h ave  g rown
m a r g i n a l l y  i n  t h e  r e v i e w  q u a r t e r ,  r e l a t i v e  t o  t h e
c o r r e s p o n d i n g  q u a r t e r  o f  t h e  p r e v i o u s  y e a r .  T h i s
a s s e s s m e n t  i s  b a s e d  o n  e x p a n s i o n s  i n  n o n - a l c o h o l i c  a n d
a l c o h o l i c  b e v e r a g e  p r o d u c t i o n  a n d  p e t r o l e u m  r e f i n i n g .
H o w e v e r ,  a n  e s t i m a t e d  d e c l i n e  i n  t h e  v a l u e  a d d e d  o f  o t h e r
i ndus t r i e s  h ad  an  adve r s e  impac t  on  t h e  p e r fo rmance  o f  t h e
s ec to r .  Con t r a c t i on s  i n  v a l u e  added  we r e  obse r v ed  i n  t h e
s u g a r ,  m o l a s s e s  a n d  r u m ,  t o b a c c o  a n d  t o b a c c o  p r o d u c t s  a n d
t e x t i l e s  &  a p p a r e l  i n d u s t r i e s .  F r e q u e n t  p o w e r  o u t a g e s
du r i n g  t h e  r e v i ew  qua r t e r  h ad  a  n eg a t i v e  i n f l u ence  on
ove r a l l  p roduc t i on  i n  t h e  s ec to r .

T h e  bas ic  serv ices sec to r ,  wh i ch  compr i s e s  t h e  e l ec t r i c i t y
&  w a t e r  a n d  t r a n s p o r t ,  s t o r a g e  &  c o m m u n i c a t i o n
i ndus t r i e s ,  i s  e s t ima t ed  to  have  g rown  s i gn i f i c an t l y  i n  t h e
qua r t e r .  The  g row th  i n  t h e  s ec to r  was  d r i v en  p r ima r i l y  by
deve l opmen t s  i n  t h e  t r a n spo r t ,  s t o r a g e  &  commun i c a t i on
s u b - s e c t o r s .  T h e  e x p a n s i o n  i n  t h e  c o m m u n i c a t i o n  s e c t o r
was  obse r v ed  w i t h  t h e  e n t r a nc e  o f  a  n ew  c e l l u l a r  t e l ephone
se rv i c e  p rov ide r .  I nc r e a sed  compe t i t i on  h as  a l so  s e r ved  to
enhance  t h e  v a l u e  added  o f  t h e  i ndus t r y .  The  t r a n spo r t a t i on
sub - s ec to r  bene f i t ed  f rom an  i nc r e a se  i n  s e r v i c e s  o f f e r ed  a s

F i g u r e  2 . 1
C r u d e  B a u x i t e  & A l u m i n i u m  P r o d u c t i o n  

( 1 2  M o n t h  C h a n g e )

S i g n i f i c a n t  g r o w t h  i n  b a s i c
s e r v i c e s .
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a d d i t i o n a l  b u s e s  w e r e  i n t r o d u c e d  i n  t h e  u r b a n
t r anspor t a t i on  sys t em.

No tw i t h s t and i ng  t h e  p rob l ems  i n  t h e  e l e c t r i c i t y  sub - s ec to r
i n  t h e  r ev i ew  qua r t e r ,  e l ec t r i c i t y  p roduc t ion  and  sa l e s  a r e
e s t ima t ed  t o  h ave  i nc r e a s ed  r e l a t i v e  t o  t h e  co r r e spond i ng
q u a r t e r  i n  f i s c a l  y e a r  2 0 0 0 / 0 1 .  F u r t h e r m o r e ,  w a t e r
‘p r o d u c t i o n "  i s  e s t i m a t e d  t o  h a v e  g r o w n  b a s e d  o n
i m p r o v e m e n t s  i n  r a i n f a l l  i n  c o n t r a s t  t o  t h e  d r o u g h t
cond i t i ons  t h a t  e x i s t ed  i n  t h e  co r r e spond i ng  qua r t e r  o f  t h e
p r ev ious  yea r .  

Ma rg i n a l  g row th  i s  e s t ima t ed  f o r  t h e  distr ibut ion sec to r  i n
t h e  r ev i ew  qua r t e r  r e l a t i v e  t o  t h e  co r r e spond i ng  pe r i od  i n
f i s c a l  y e a r  2000 / 01 .   Th i s  g row th  i s  i n f e r r ed  pa r t l y  f r om
inc r e ases  i n  me rchand i s e  impor t s  and  l o ans  to  t h e  s ec to r .
The  e s t ima t ed  g row th  i n  a g r i c u l t u r e  a nd  manu f ac t u r i n g
a l so  s e rved  to  enhance  t h e  v ib r ancy  o f  t h i s  s ec to r .  

T h e  misce l l aneous s e c t o r ,  w h i c h  i n c l u d e s  t h e  h o t e l ,
r e s t a u r an t  &  c l ub  i ndus t r y ,  i s  a l so  e s t ima t ed  t o  h ave  g rown
ove r  t h e  r ev i ew  pe r i od .  The  t ou r i sm  i ndus t r y ,  t h e  p r ima ry
i nd i c a to r  f o r  t h e  s ec to r ,  was  e s t ima t ed  t o  h ave  pe r fo rmed
we l l  ove r  t h e  pe r i od  a s  t h e  pos i t i v e  t r e nd  s e en  i n  t h e
i ndus t r y  ove r  t h e  p r ev ious  y e a r  h a s  con t i nued .  V i s i t o r
a r r i v a l s  a nd  expend i t u r e  f o r  t h e  f i r s t  two  mon ths  o f  t h e
qua r t e r  we r e  h i g h e r  by  2 . 7  p e r  c en t  a nd  3 . 6  p e r  c en t ,
r e spec t i v e l y ,  r e l a t i v e  t o  Ap r i l  a nd  May  2000 .

A g g r e g a t e  D e m a n d  f o r  J u n e  Q u a r t e r
F o r  t h e  J u n e  q u a r t e r ,  i n d i c a t o r s  s u g g e s t  t h a t  r e a l
c o n s u m p t i o n  s p e n d i n g  i n c r e a s e d  r e l a t i v e  t o  t h e
c o r r e s p o n d i n g  q u a r t e r  o f  t h e  p r e v i o u s  y e a r  ( s e e  Figure
2.3 ) .  O f  s i g n i f i c a n c e ,  w a s  t h e  g r o w t h  i n  G o v e r n m e n t
spend i ng  r e l a t i v e  t o  t h e  J un e  2000  qua r t e r  ( s e e  Figure 2 .4 ).
T h e  u p w a r d  t r e n d  i n  p r i v a t e  c o n s u m p t i o n  i s  e n c o u r a g i n g
and  i s  i nd i c a t i v e  o f  pos i t i v e  d eve l opmen t s  i n  t h e  e conomy .
Howeve r ,  i f  no t  managed  c a r e f u l l y  t h i s  d ev e l opmen t  c an
have  n eg a t i v e  cons equence s  f o r  i n f l a t i o n  a nd  t h e  b a l a nc e  o f
p a y m e n t s .  

F i g u r e  2 . 2
E l e c t r i c i t y  S a l e s

F i g u r e  2 . 3
C o n s u m p t i o n  T a x

( 1 2  m o n t h  c h a n g e )
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I nd i c a to r s  o f  i n v e s tmen t  i n  t h e  J une  qua r t e r  s ugges t  a n
i n c r e a s e  w h e n  c o m p a r e d  t o  t h e  c o r r e s p o n d i n g  q u a r t e r  o f  t h e
p r e v i o u s  y e a r .  P u b l i c  i n v e s t m e n t  a s  p r o x i e d  b y
Gove rnmen t ' s  c ap i t a l  e xpend i t u r e  i n c r e a s ed  r e l a t i v e  t o  t h e
c o r r e s p o n d i n g  q u a r t e r  o f  l a s t  f i s c a l  y e a r .  F o r  p r i v a t e
i n v e s t m e n t ,  a n  e s t i m a t e  o f  f o r e i g n  d i r e c t  i n v e s t m e n t
i n d i c a t e s  a n  e x p a n s i o n  r e l a t i v e  t o  J u n e  2 0 0 0  q u a r t e r
( a l t hough  t h i s  r ep r e sen t s  a  dec l i n e  r e l a t i v e  t o  t h e  p r ev ious
qua r t e r ) .  The  impo r t a t i on  o f  r aw  ma t e r i a l s  a nd  c ap i t a l
g o o d s  h a s  a l s o  s h o w n  a  m a r g i n a l  i n c r e a s e  w h e n  c o m p a r e d
to  J une  2000  qua r t e r .  

Ne t  e x t e r n a l  d emand  dec l i n ed  r e l a t i v e  t o  t h e  co r r e spond i ng
qua r t e r  o f  t h e  p r ev ious  y ea r  ( s e e  Figure 2 .6 ) .  Th i s  r e f l ec t ed
ma i n l y  a  f a l l  i n  t h e  ex t e r n a l  d emand  fo r  goods  and  s e r v i c e s ,
a s  t h e r e  was  a  d ec l i n e  i n  e xpo r t s .

T h e  i n d i c a t o r s  s u g g e s t  t h a t  o v e r a l l  a g g r e g a t e  d e m a n d
expanded  i n  t h e  r e v i ew  qua r t e r ,  a s  d e sp i t e  t h e  d ec l i n e  i n  n e t
e x t e r n a l  d e m a n d ,  b o t h  i n v e s t m e n t  a n d  c o n s u m p t i o n
i nc r e ased .

F i g u r e  2 . 4
G o v e r n m e n t  C o n s u m p t i o n

( 1 2  m o n t h  c h a n g e )

F i g u r e  2 . 5
G o v e r n m e n t  C a p i t a l  E x p e n d i t u r e

( 1 2  m o n t h  c h a n g e )

F i g u r e  2 . 6
E x t e r n a l  D e m a n d

( 1 2  m o n t h  c h a n g e )
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Headl ine  Inf la t ion

I n f l a t i o n  a s  m e a s u r e d  b y  t h e  C o n s u m e r  P r i c e  I n d e x  ( C P I )
was  2 . 9  p e r  c en t  f o r  t h e  J un e  qua r t e r .   Th i s  ou t t u r n  was  0 . 6
p e r c e n t a g e  p o i n t  a b o v e  t h e  r a t e  r e c o r d e d  f o r  t h e
co r r e spond ing  qua r t e r  o f  t h e  p r ev ious  f i s ca l  y e a r  ( s e e
Figure 3 .1 ) .   H o w e v e r ,  t h e  t w e l v e  m o n t h  p o i n t  t o  p o i n t
i n f l a t i on  a t  t h e  e nd  o f  J une  2001  o f  7 . 06  pe r  c en t  compa r e s
f a v o u r a b l y  w i t h  t h e  8 . 8  p e r  c e n t  r e c o r d e d  i n  J u n e  2 0 0 0 .  T h e
annua l  a v e r age  i n f l a t i on  a t  e nd  J une  was  7 . 1  pe r  c en t ,
s im i l a r  t o  t h e  r a t e  a t  J une  2000  ( s e e  Figure 3 .2 ) .  Ove r  t h e
qua r t e r ,  p r i c e  i n c r e a s e s  o f  0 . 4 ,  0 . 8  a nd  1 . 7  p e r  c en t  we r e
r eco rded  fo r  Ap r i l ,  May  and  J une ,  r e spec t i v e l y .   

T h e  h i g h e r  t h a n  u s u a l  i n f l a t i o n  f o r  t h e  q u a r t e r ,  a n d
pa r t i c u l a r l y  f o r  J une ,  emana t ed  f rom  t h e  33 . 0  pe r  c en t
i n c r e a s e  i n  b u s  f a r e s  w h i c h  t o o k  e f f e c t  o n  0 2  J u n e .
A c c o r d i n g l y ,  t h e  T r a n s p o r t a t i o n  s u b - i n d e x  e x p a n d e d  b y
22 . 6  p e r  c en t  a nd  con t r i bu t ed  77 . 7  p e r  c en t  t o  t h e  ove r a l l
i n f l a t i o n  ou t t u r n  f o r  t h e  mon t h  o f  J un e  a nd  app rox ima t e l y
50 .0  pe r  cen t  o f  t he  i n f l a t i on  ou t t u rn  fo r  t he  qua r t e r .

I n f l a t i on  fo r  t h e  qua r t e r  was  1 . 2  p e r c en t ag e  po i n t s  h i gh e r
t h an  p ro j ec t ed1.   T h e  M a r c h  2 0 0 1  Q u a r t e r l y  M o n e t a r y
P o l i c y  R e p o r t  ( Q M P R )  h a d  i d e n t i f i e d  t h e  p o s s i b l e
e sca l a t i on  i n  t h e  adm in i s t e r ed  bus  f a r e s  a s  a  ma jo r  r i s k
f ac to r  i n  t h e  i n f l a t i on  p ro j ec t i on .   A  f a r e  i nc r e a se  was
i m m i n e n t  g i v e n  s u r g e s  i n  o p e r a t i n g  c o s t s .   W h e n  f a r e s  w e r e
l a s t  ad j u s t ed  i n  t h e  J une  1998  qua r t e r  a  b a r r e l  o f  Wes t
T e x a s  I n t e r m e d i a t e  c r u d e  s o l d  f o r  U S $ 1 2 . 7 2  c o m p a r e d  t o
U S $ 2 7 . 8 5  f o r  t h e  c o r r e s p o n d i n g  p e r i o d  o f  2 0 0 1 .  

1 I n f l a t i o n  f o r  t h e  J u n e  q u a r t e r  w a s  p r o j e c t e d  a t  1 . 4  t o  2 . 0  p e r  c e n t  w i t h
a  m i d - p o i n t  o f  1 . 7  p e r  c e n t  -  s e e  Q M P R ,  J a n u a r y  -  M a r c h  2 0 0 1 ,  p g .  3 3 .
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Figure 3 .3 p r o v i d e s  a  c o m p a r i s o n  o f  t h e  p e r c e n t a g e  c h a n g e
i n  t h e  A l l  G r o u p  i n f l a t i o n  i n d e x  w i t h  t h a t  f o r  t h e
T r a n s p o r t a t i o n  s u b - i n d e x  s i n c e  M a r c h  1 9 9 6 .   T h e  e v i d e n c e
suppo r t s  t h r e e  impor t an t  conc l u s ions .   F i r s t ,  ad j u s tmen t s  t o
bus  f a r e s  t e nd  t o  b e  l a r g e  a nd  d i s c r e t e .   S econd ,  f a r e
i nc r eases  have  r e su l t ed  i n  no t i c eab l e  i nc r eases  i n  i n f l a t i on
du r i ng  t h e  qua r t e r  o f  i n t roduc t i on .  Th i rd ,  n e i t h e r  t h e  bus
f a r e  i n c r e a s e  i n  t h e  Ma rch  qua r t e r  1996  no r  t h a t  i n  t h e  J une
qua r t e r  1998  r e su l t ed  i n  s i gn i f i c an t  i n f l a t i on  i n  subsequen t
qua r t e r s .   

Based  on  t h e  h i s to r i c a l  ev idence ,  t h e  r ecen t  f a r e  r i s e  i s
e x p e c t e d  t o  h a v e  v e r y  m a r g i n a l  s e c o n d - r o u n d  i m p a c t  o n
i n f l a t i on  i n  s ubsequen t  qua r t e r s .   Th i s  i s  p r ed i c a t ed  on  t h e
obse rva t i on  t h a t  ope r a to r s  o f  p r i v a t e  t r anspo r t  s e r v i c es
h ave  mode r a t ed  t h e i r  f a r e s  i n  o rde r  t o  compe t e  w i t h  t h e
J a m a i c a  U r b a n  T r a n s p o r t  C o r p o r a t i o n  ( J U T C ) .
F u r t h e r m o r e ,  t h e r e  h a s  b e e n  n o  c h a n g e  i n  m a c r o e c o n o m i c
po l i cy ,  econom ic  f undamen t a l s  o r  t h e  an t i - i n f l a t i on  s t ance
o f  t h e  Cen t r a l  Bank .   Hence ,  t h e r e  i s  no  r a t i on a l e  f o r
an t i c i p a t i ng  h e i gh t ened  i n f l a t i ona ry  expec t a t i ons .

Desp i t e  t h e  s hock  t o  t h e  T r anspo r t a t i on  sub - i ndex ,  s eve r a l
f ac to rs  ass i s t ed  i n  r e s t r a i n i ng  i n f l a t i on  du r i ng  t he  qua r t e r .
T h e  m o s t  p r o m i n e n t  d o m e s t i c  f a c t o r  w a s  t h e  r e l a t i v e
s t ab i l i t y  o f  t h e  J ama ica  Do l l a r  aga i n s t  i t s  Un i t ed  S t a t e s
c o u n t e r p a r t .   T h e  e x t e r n a l  f a c t o r s  i n c l u d e d  s t a b l e
i n t e r n a t i ona l  o i l  a nd  impo r t ed  food  commod i t y  p r i c e s .

Figure 3 .4 d e m o n s t r a t e s  t h a t  t h e  e x c h a n g e  r a t e   h a s  b e c o m e
i nc r e a s i ng l y  mo r e  s t ab l e  s i nc e  t h e  Sep t embe r  2000  qua r t e r ,
a nd  p a r t i c u l a r l y  mo r e  s t ab l e  s i n c e  t h e  Ma rch  qua r t e r .   The
i m p r o v e d  s t a b i l i t y  w a s  l a r g e l y  a  c o n s e q u e n c e  o f  s t r o n g
f o r e i g n  e x c h a n g e  i n f l o w s  d e r i v e d  f r o m  C e n t r a l  G o v e r n m e n t
e x t e r n a l  b o r r o w i n g ,  t r a n s f e r s  a n d  p r i v a t e  c a p i t a l .
I n f l a t i o n a r y  p r e s s u r e s  a r i s i n g  f r o m  e x c h a n g e  r a t e
movemen t s  we r e  t h e r e fo r e  n eg l i g i b l e  du r i n g  t h e  qua r t e r .

Ano th e r  mode r a t i n g  f a c to r  t o  domes t i c  i n f l a t i on  du r i ng  t h e
r ev i ew  qua r t e r  was  t h e  ma rg i n a l  r educ t i on  i n  i n t e r n a t i on a l

F i g u r e  3 . 3
I n f l a t i o n :  A l l  G r o u p  &  T r a n s p o r t a t i o n

F i g u r e  3 . 4
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o i l  p r i ces  ( s ee  Figure 3 .5 ) .   The  ave r age  p r i c e  pe r  b a r r e l  o f
W e s t  T e x a s  I n t e r m e d i a t e  ( W T I )  c r u d e  d e c l i n e d  f r o m
U S $ 2 8 . 8 0  i n  t h e  M a r c h  2 0 0 1  q u a r t e r  t o  r e a c h  U S $ 2 7 . 8 5  i n
t h e  r ev i ew  qua r t e r .   Neve r t h e l e s s ,  t h e  ave r age  p r i c e  fo r  t h e
J une  qua r t e r  was  13 . 3  p e r  c en t  h i gh e r  t h an  t h e  p r i c e
a t t a i n ed  du r i ng  t h e  Decembe r  2000  qua r t e r .

Table 3.1 i nd i ca t e s  t ha t  i n t e rna t iona l  p r i ces  o f  s e l ec t ed
foods  impo r t ed  i n t o  J ama i c a  h ave  r e co rded  s i g n i f i c an t
d ec l i n e s  ove r  t h e  qua r t e r .   Consequen t l y  t h e s e  commod i t i e s
d i d  n o t  a d v e r s e l y  i n f l u e n c e  t h e  d o m e s t i c  C P I .  

I n  t e r m s  o f  t r a d i t i o n a l  c o m m o d i t y  e x p o r t s ,  Table 3 .1
r e v e a l s  t h a t  r a w  s u g a r  p r i c e s  i m p r o v e d  o n  t h e  w o r l d  a n d
U n i t e d  S t a t e s  m a r k e t s ,  b u t  d e c l i n e d  i n  t h e  E u r o p e a n  U n i o n
( E U ) .   B a n a n a  p r i c e s  i n  t h e  E U  i m p r o v e d  s u b s t a n t i a l l y  b u t
so  d id  t h e  compe t i t i on  fo r  t h a t  l u c r a t i v e  ma rke t .  Dec l i n i ng
e x p o r t  p r i c e s  f o r  s u g a r  a n d  l o w e r  e x p o r t  v o l u m e s  f o r
b a n a n a s  i n  t h e  i m p o r t a n t  E U  m a r k e t ,  c o u p l e d  w i t h  m a r k e t
unce r t a i n t i e s  h ave  s e r v ed  t o  r e s t r a i n  wage  demand  i n  t h e s e
two  sub - s ec to r s  t h e r eby  con t r i bu t i n g  t o  l owe r  wage  push
in f l a t ion .

C o n t r i b u t i o n  t o  I n f l a t i o n
T h e  c o n t r i b u t i o n  o f  e a c h  e x p e n d i t u r e  c a t e g o r y  t o  t h e
i n f l a t i o n  o u t t u r n  o v e r  f o u r  q u a r t e r s  i s  s u m m a r i z e d  i n
Figure 3 .6 ,  w i t h  de t a i l s  fo r  t h e  r ev i ew  pe r i od  p r e sen t ed  i n
Table 2 o f  Appendix  C .   Figure  3 .6  shows  t h e  e x t e n t  t o
w h i c h  e a c h  e x p e n d i t u r e  c a t e g o r yi n f l u enced  t h e  CPI  du r i ng
d i f f e r en t  qua r t e r s .

T h e  Transpor ta t i on s u b - i n d e x  e x e r t e d  t h e  s t r o n g e s t
i n f l u ence  on  ove r a l l  i n f l a t i on  du r i ng  t h e  r ev i ew  qua r t e r .
T h i s  s u b - i n d e x  g r e w  b y  2 3 . 2  p e r  c e n t  a n d  c o n t r i b u t e d  5 0 . 6
pe r  cen t  to  ove r a l l  i n f l a t i on  fo r  t h e  qua r t e r .   Th i s  i s  i n  s t a rk
con t r a s t  t o  t h e  co r r e spond i ng  pe r i od  l a s t  y e a r  when  t h e
s u b - i n d e x  e x p a n d e d  b y  0 . 8  p e r  c e n t  a n d  c o n t r i b u t e d  2 . 3  p e r
cen t  to  ove ra l l  i n f l a t ion .

T h e  Food  & Dr ink s u b - i n d e x  t r a n s m i t t e d  t h e  s e c o n d
s t r o n g e s t  i n f l a t i o n a r y  i m p u l s e  d u r i n g  t h e  q u a r t e r ,

F i g u r e  3 . 5
A v e r a g e  P r i c e  o f  W e s t  T e x a s  
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Sugar (EU)
Sugar (US)
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Units

$/mt
$/mt
$/mt

$/mt
$/mt
$/mt
$/mt

$/mt
$/mt
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$/mt   
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345.3
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223.0
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88.5

148.0
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42.32
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20.15
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advanc i ng  by  1 . 1  p e r  c en t  a nd  con t r i b u t i n g  19 . 7  p e r  c en t  t o
ove r a l l  i n f l a t i on .   Th i s  was  subs t an t i a l l y  l owe r  t h an  t h e
c o r r e s p o n d i n g  p e r i o d  l a s t  y e a r  w h e n  t h e  s u b - i n d e x
i nc r e a s ed  by  3 . 0  p e r  c en t  a nd  con t r i bu t ed  68 . 0  p e r  c en t  t o
ove r a l l  i n f l a t i on .    The  componen t s  o f  t h e  Food & Dr ink
sub - i ndex  impa r t i ng  t h e  l a r g e s t  i n f l a t i ona ry  p r e s su r e  we r e
S t a r chy  Foods  (ma i n l y  y ams ,  i r i s h  po t a t o e s  a nd  d a she ens ) ,
V e g e t a b l e s  &  F r u i t s ,  B a k e d  P r o d u c t s  C e r e a l s  &  B r e a k f a s t
D r i n k  a n d  O t h e r  F o o d s  &  B e v e r a g e s .

D u r i n g  t h e  q u a r t e r  t h e  H o u s i n g  &  O t h e r  H o u s i n g
Expenses  g roup  was  t h e  t h i r d  mos t  impo r t an t  con t r i bu to r  t o
i n f l a t i on .  Th i s  e xpend i t u r e  g roup  i n c r e a s ed  by  2 . 0  p e r  c en t
wh i l e  con t r i bu t i ng  9 . 2  pe r  c en t  t o  ove r a l l  i n f l a t i on .   Fo r  t h e
c o m p a r a b l e  p e r i o d  l a s t  y e a r  t h e  H o u s i n g  a n d  O t h e r
Hous ing  Expenses  sub - i ndex  g r ew  a t  a  s l i gh t l y  f a s t e r  pace ,
i n c r e a s i ng  by  2 . 5  p e r  c en t  wh i l e  con t r i bu t i n g  10 . 3  p e r  c en t
to  ove r a l l  i n f l a t i on .   

A  d i sp ropo r t i ona t e  sha r e  o f  t h e  g row th  i n  t h i s  s ub - i ndex
w a s  a t t r i b u t a b l e  t o  r e n t a l  o f  r e s i d e n t i a l  u n i t s  i n  t h e
K i n g s t o n  M e t r o p o l i t a n  A r e a  ( K M A ) .   H o w e v e r ,  t h e  Other
H o u s i n g  E x p e n s e s s u b - g r o u p  e x e r t e d  a  m o d e s t
coun t e rva i l i ng  i n f l u ence .   The  f i r s t  coun t e r va i l i ng  f ac to r
was  t h e  r educ t i on  i n  wa t e r  r a t e s  r e s u l t i n g  f r om  r emova l  o f
t h e  c h a r g e s  d e s i g n e d  t o  r e c o v e r  e x p e n d i t u r e  o n  e q u i p m e n t
r ehab i l i t a t i on .    The  s econd  m i t i g a t i ng  f ac to r  r e su l t ed  f rom
lowe r  e l ec t r i c i t y  b i l l s  de r i v ed  f rom a  r educed  f ue l  r a t e .  

T h e  Misce l laneous  Expenses sub - i ndex  r anked  fou r t h  i n
t e rms  o f  con t r i bu t i on  to  t h e  i n f l a t i on  ou t t u rn  ove r  t h e
q u a r t e r .   T h i s  e x p e n d i t u r e  g r o u p  e x p a n d e d  b y  3 . 3  p e r  c e n t
and  was  r e spons ib l e  fo r  9 . 0  pe r  c en t  o f  ove r a l l  i n f l a t i on .
Th i s  con t r i bu t i on  to  i n f l a t i on  was  subs t an t i a l l y  h i ghe r  t h an
t h e  compa r ab l e  p e r i od  l a s t  y e a r  when  i t  i n c r e a s ed  by  0 . 7
pe r  c en t  a nd  con t r i bu t ed  2 . 6  pe r  c en t  t o  t h e  i n f l a t i on
ou t t u r n .   The  ma i n  i t ems  con t r i bu t i n g  t o  t h e  i n c r e a s e  we r e
magaz i n e s ,  t i c k e t s  t o  p l ay s  and  c i n emas ,  w r i t i n g  ma t e r i a l s
and  nove l s .

F i g u r e  3 . 6
S t r u c t u r e  o f  Q u a r t e r l y  I n f l a t i o n
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Table 3.2 shows  t h a t  f o r  t h e  r e v i ew  qua r t e r ,  i n f l a t i on  was
h i g h e s t  i n  t h e  K M A  r e g i o n  f o l l o w e d  b y  O t h e r  T o w n s  a n d
R u r a l  A r e a s .   H o w e v e r ,  t h e  s u b - i n d i c e s  e x e r t i n g  t h e
s t ronges t  i n f l a t i ona ry  impu l s e s  v a r i ed  ac ross  r eg ions .   

T h e  Transportat ion sub- index ,  t h rough  t h e  r e gu l a t ed  bus
f a r e  i n c r e a s e  e x e r t ed  t h e  s t r onge s t  upwa rd  p r e s su r e  on
i n f l a t i o n  i n  t h e  K M A .   O n  a v e r a g e ,  b u s  f a r e s  i n  t h e  K M A
inc r e a s ed  by  75 . 0  p e r  c en t .   I n  con t r a s t ,  f a r e s  i n  O th e r
T o w n s  a n d  R u r a l  A r e a s  r o s e  b y  1 9 . 0  p e r  c e n t .   

T h e  s e c o n d  m o s t  i m p o r t a n t  p r i c e  p r e s s u r e  i n  t h e  K M A
or i g i n a t ed  w i t h i n  t h e  Hous ing  & Other  Hous ing  Expenses
c a t e g o r y ,  w h i c h  w a s  d o m i n a t e d  b y  t h e  R e n t a l  s u b - g r o u p .
The  KMA r eco rded  a  2 4 . 1  p e r  c en t  i n c r e a s e  i n  Ren t a l .  P r i c e
changes  fo r  t h i s  s ub -g roup  we r e  i n s i gn i f i c an t  i n  O the r
T o w n s  a n d  R u r a l  A r e a s .   T h e  p r i n c i p a l  r e a s o n  f o r  i n c r e a s e s
i n  t h e  K M A  w a s  t h e  r e l a t i v e l y  h i g h  l e v e l  o f  d e m a n d  f o r
o n e ,  t w o  a n d  t h r e e - b e d r o o m  u n i t s .   

F o r  t h e  O t h e r  T o w n s  t h e  i m p e t u s  c a m e  f r o m  t h e
M i s c e l l a n e o u s  E x p e n s e s ,  T r a n s p o r t a t i o n ,  H o u s e h o l d
Furnish ings  & Furni ture  and Fue ls  & Other  Househo ld
Suppl ies sub - i nd i c e s .  The  sub -g roups  f u r n i t u r e  a nd  f u e l s
we r e  r e spons ib l e  f o r  mos t  o f  t h e  i n f l a t i on .   Fu rn i t u r e  p r i c e s
r o s e  b y  a l m o s t  1 2  p e r  c e n t  i n  t h e  O t h e r  T o w n s  a n d  R u r a l
A r e a s  b u t  d e c l i n e d  2 . 6  p e r  c e n t  i n  t h e  K M A .   K e r o s e n e  w a s
t h e  ma i n  f u e l  r e co rd i ng  p r i c e  i n c r e a s e s  a nd  t h a t  was  i n
exces s  o f  6 . 0  p e r  c en t .  Fo r  t h e  Ru r a l  A r e a s  t h e  cos t  o f
Transportat ion ,  Fue l  & Other  Household  Suppl ies and
H o u s e h o l d  F u r n i s h i n g  &  F u r n i t u r e  w e r e  t h e  d o m i n a n t
sou rces  o f  i n f l a t i on .

C o r e  I n f l a t i o n  a n d  M o n e t a r y  P o l i c y
Core  i n f l a t i on  f o r  t h e  r e v i ew  qua r t e r  was  1 . 0  p e r  c en t
c o m p a r e d  t o  1 . 1  p e r  c e n t  f o r  t h e  c o r r e s p o n d i n g  p e r i o d  o f
t h e  p r ev i ous  y e a r .   Ove r  t h e  p a s t  s ev en  qua r t e r s  co r e
i n f l a t i on  h a s  be en  v e r y  s t ab l e  l y i ng  w i t h i n  t h e  0 . 8  t o  1 . 2  pe r
cen t  r ange .  

T a b l e  3 . 2

Inf lat ion    31

O t h e r
K M A T o w n s      R u r a l

F O O D & D R I N K 0 . 4 5     1 . 9 5          1 . 5 4
-  Starchy Foods        2.11 5 .75          4 .58
- Vegetables &Frui ts -1.01 8 .48          2 .12

F U E L S & O T H E R
H O U S E H O L D S U P P L I E S 0 . 8 8 2 . 8 6          4 . 8 7
-  Fuels 1 .35 4 .56          8 .09  

H O U S I N G & O T H E R
H O U S I N G E X P E N S E S 4 . 5 6 -1 .76        - 1 .24
- Rental 24.06 0 .12          0 .12

H O U S E H O L D F U R N I S H I N G S
& F U R N I T U R E 0 . 9 7 0 . 3 9          2 . 6 5
-  Furni ture -0.97 11.72       11.89

H E A L T H C A R E & P E R S O N A L
E X P E N S E S 1 . 3 0   1 . 6 1          1 . 6 3

P E R S O N A L C L O T H I N G
F O O T W E A R & A C C . 1 . 2 3 0 . 6 5          1 . 0 2

T R A N S P O R T A T I O N 42 .16   5 . 8 1          9 . 0 8

M I S C E L L A N E O U S  
E X P E N S E S     0 . 77        10 .58          2 . 34

A L L G R O U P S 3 . 4 3  2 . 9 6          2 . 1 9

R e g i o n a l  I n f l a t i o n  ( % )
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Figure 3 .7 dep i c t s  t h e  r e l a t i onsh ip  be tween  mon th l y  co r e
i n f l a t i o n  a n d  t h e  t w o - m o n t h  l a g g e d  p e r c e n t a g e  c h a n g e  i n
b a s e  money .   I n  g en e r a l ,  t h e  obs e r v ed  r e l a t i o n sh i p  was
cons i s t e n t  w i t h  po l i c y  expec t a t i ons  fo r  mos t  o f  t h e  pe r i od .
T h e  m a n a g e m e n t  o f  b a s e  m o n e y  h a s  c o n t i n u e d  t o  b e  a
c r i t i c a l  e l emen t  i n  con t a i n i ng  i n f l a t i on .

F i g u r e  3 . 7
B a s e  M o n e y G r o w t h  & C o r e  I n f l a t i o n

32 Inf lat ion
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I n t r o d u c t i o n
O n  3 0  M a y  2 0 0 1  t h e  I n t e r n a t i o n a l  M o n e t a r y
F u n d  ( I M F )  c o n c l u d e d  i t s  A r t i c l e  I V
consu l t a t i on1 w i t h  t h e  J a m a i c a n  G o v e r n m e n t .
T h e  e c o n o m i c  p e r f o r m a n c e  f o r  f i s c a l  y e a r
F Y 2 0 0 0 / 0 1  w a s  r e v i e w e d .

B o t h  t h e  G o v e r n m e n t  a n d  t h e  F u n d  s t a f f  a r e
a g r e e d  t h a t  t h e  m a i n  p r o b l e m s  f a c i n g  t h e
e c o n o m y  h a v e  b e e n  t h e  h e a v y  p u b l i c  s e c t o r
d e b t  b u r d e n  a n d  l o w  e c o n o m i c  g r o w t h .  T h e
a s s e s s m e n t  w a s  s e t  a g a i n s t  t h e  b a c k g r o u n d  o f
t he  ob j ec t i v es  o f  l owe r  i n f l a t i on ,  r eve r sa l  o f
t h e  adve r s e  d eb t  dynam ics  a nd  f i n anc i a l  s ec to r
r ehab i l i t a t i on  a s  s e t  ou t  i n  t h e  S t a f f  Mon i to r ed
P r o g r a m m e  ( S M P ) .   

P e r f o r m a n c e  R e v i e w
T h e  F u n d  s t a f f  a c k n o w l e d g e d  t h e  s i g n i f i c a n t
p r o g r e s s  m a d e  t o w a r d s  m a c o e c o n o m i c
s t ab i l i t y ,  a t t a i ned  t h rough  f i sca l  conso l ida t ion
and  t i gh t  mone t a r y  po l i cy ,  a nd  f i n anc i a l  s ec to r
r e f o rms  a nd  r e h ab i l i t a t i o n .  The  Gove r nmen t
ach i e v ed  a l l  t h e  b road  SMP t a r g e t s  f o r  t h e
f i sca l  yea r .  

I n f l a t i on  h ad  f a l l e n  t o  6 . 4  pe r  c en t  f o r  t h e
f i s c a l  y e a r  i n  l i n e  w i t h  t h e  SMP t a r g e t s .  Th i s
occu r r ed  d e sp i t e  v a r i ou s  e xogenous  s hocks ,
no t ab ly  s i gn i f i c an t  i nc r eases  i n  o i l  p r i c es .  The
F u n d  s t a f f  p o s i t e d  h o w e v e r  t h a t  w a g e
i n c r e a s e s  a p p e a r  t o  h a v e  b e e n  r u n n i n g  a h e a d  o f
i n f l a t i on ,  g row ing  by  8 . 0  a nd  9 . 0  p e r  c en t  i n
1 9 9 9  a n d  2 0 0 0 ,  r e s p e c t i v e l y .   E c o n o m i c
g r o w t h  w a s  e s t i m a t e d  t o  h a v e  r e s u m e d  a t
app rox ima t e l y  1 . 0  pe r  c en t  f o r  f i s c a l  y e a r
2 0 0 0 / 0 1 .   T h i s   w a s   d r i v e n   m a i n l y   b y    

r ecove ry   i n    m i n i ng    a nd   ag r i cu l t u r e  i n  t h e
l a t t e r  p a r t  o f  t h e  y e a r  a nd  con t i nued  g row th  i n
tou r i sm.

The  cu r r e n t  a ccoun t  d e f i c i t  was  e s t ima t ed  t o
h ave  r ema i n ed  s t ab l e  a t  app rox ima t e l y  4 . 5  p e r
c en t  o f  GDP .  The  ma jo r  f a c to r s  t h a t  s u s t a i n ed
the  de f i c i t  we r e  h i ghe r  f u e l  impo r t  cos t s  and  a
sh a rp  d ec l i n e  i n  b aux i t e  e xpo r t s .  Howeve r ,
c a p i t a l  i n f l o w s  a r i s i n g  f r o m  p r i v a t i z a t i o n ,
m u l t i l a t e r a l  i n s t i t u t i o n s  a n d  c o m m e r c i a l
bo r row i ng  r e su l t ed  i n  t h e  ove r a l l  b a l a nce  o f
p aymen t s  r e co rd i ng  a  s u rp l u s .  

C o n s e q u e n t l y ,  t h e  N I R  g r e w  b y  U S $ 5 8 3
m i l l i on ,  t o  US$1 .3  b i l l i on  a s  a t  t h e  end  o f
M a r c h  2 0 0 1 .  T h i s  w a s  s o m e  U S $ 2 0 0  m i l l i o n
above  t h e  SMP t a r g e t .  Mo r e  impo r t a n t l y ,  t h e
g ros s  r e s e r v e s  we r e  mo r e  t h an  two  t imes  t h e
sho r t - t e rm  ex t e r na l  deb t  o f  t h e  pub l i c  s ec to r
a n d  w a s  e q u i v a l e n t  t o  1 6 . 6  w e e k s  o f  g o o d s  a n d
se rv i c e s  impo r t s .     

The  ove r a l l  pub l i c  s ec to r  d e f i c i t  t o  GDP  r a t i o
dec l i n ed  by  2  p e r c en t a g e  po i n t s  t o  5 . 25  p e r
c e n t  i n  2 0 0 0 / 0 1 .  T h i s  e x c e e d e d  t h e  S M P  t a r g e t
by  0 . 5  p e r c en t a g e  po i n t .   Howeve r ,  t h e  c en t r a l
g o v e r n m e n t  d e f i c i t  o f  5 . 7  p e r  c e n t  o f  G D P  w a s
l o w e r  t h a n  t h e  S M P  t a r g e t  o f  6 . 1  p e r  c e n t  o f
G D P .  T h e  p r i m a r y  s u r p l u s ,  t h a t  i s ,  t o t a l
r e v enue  m i nus  non - i n t e r e s t  e xpend i t u r e ,  was
1 2 . 5  p e r  c e n t  o f  G D P  i n  2 0 0 0 / 0 1 .  T h i s  r a t i o ,
t h e  F u n d  n o t e d ,  w a s  h i g h e r  t h a n  t h a t  o f  a n y
o t h e r  o f  i t s  membe r  coun t r i e s .  

1U n d e r  A r t i c l e  I V  o f  t h e  I M F ’ s  A r t i c l e s  o f  A g r e e m e n t ,
t h e  F u n d  h o l d s  b i l a t e r a l  d i s c u s s i o n s  w i t h  m e m b e r
c o u n t r i e s  a n n u a l l y ,  i r r e s p e c t i v e  o f  t h e  b o r r o w i n g
r e l a t i o n s .

B o x  3 :   Highl ights  o f  the  IMF’s May 2001 Art ic le  IV Consul tat ions
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T h e  F u n d  n o t e d  h o w e v e r ,  t h a t  t h e  r a t e  o f
r educ t i on  i n  pub l i c  s ec to r  d eb t  was  s l owe r  t h an
an t i c i pa t ed .  P r ima r i l y  due  to  t h e  r e s t r uc t u r i ng
o f  t h e  domes t i c  f i n anc i a l  s e c to r  (wh i ch  cos t
a p p r o x i m a t e l y  4 0 . 0  p e r  c e n t  o f  G D P ) ,  t h e  d e b t
s t o c k  g r e w  f r o m  8 0 . 0  p e r  c e n t  o f  G D P  i n
1 9 9 6 / 9 7  t o  1 3 5 . 0  p e r  c e n t  i n  1 9 9 9 / 0 0 .  T h e
s t o c k  o f  p u b l i c  s e c t o r  d e b t  h o w e v e r  r e m a i n e d
r e l a t i v e l y  s t ab l e  a t  app rox ima t e l y  137 . 0  pe r
c e n t  o f  G D P  i n  f i s c a l  y e a r  2 0 0 0 / 0 1 .  T h e  s l i g h t
i n c r e a s e  was  due  i n  p a r t  t o  t h e  h i gh e r  t h an
e x p e c t e d  c a p i t a l i z e d  i n t e r e s t  o n  F i n a n c i a l
S e c t o r  A d j u s t m e n t  C o m p a n y  ( F I N S A C )
s e c u r i t i e s  a n d  t h e  s l o w e r  t h a n  p r o g r a m m e d
dec l i ne  i n  i n t e r es t  r a t es .

M o n e t a r y  P o l i c y  &  t h e  E x c h a n g e  R a t e
T h e  e c o n o m y  h a s  c o n t i n u e d  t o  b e  a n c h o r e d  b y
mone t a r y  po l i c y  a imed  a t  l owe r i ng  i n f l a t i on .
The  Fund  s t a f f  no t ed  t h a t  J ama i c a  h a s  g a i n ed
c r e d i b i l i t y  i n  r e d u c i n g  i n f l a t i o n  a n d
s t r e n g t h e n i n g  c o m p e t i t i v e n e s s .  T h e y
u n d e r s c o r e d  t h e  G o v e r n m e n t ' s  i n t e n t i o n  t o
pu r sue  t i g h t  mone t a r y  po l i c i e s  t o  mee t  t h e
i n f l a t i on  ob j ec t i v e  i n  2001 / 02 .  The  p l a nned  3 . 0
pe r c en t ag e  po i n t s  r educ t i on  i n  t h e  c a sh  r e s e r v e
a n d  l i q u i d  a s s e t s  r e q u i r e m e n t  s h o u l d  h e l p
r educe  i n t e r e s t  r a t e s  and  p romo t e  compe t i t i on
i n  t h e  f i n anc i a l  s ec to r .  I n  conce r t  w i t h  t h e
G o v e r n m e n t ,  t h e y  n o t e d  t h a t  i n c r e a s e d  o p e n
ma rke t  ope r a t i ons  wou ld  be  r equ i r ed  t o  o f f s e t
bo t h  t h e  r e s e r v e  r equ i r emen t  r educ t i on  and  t h e
bu i l d  up  i n  f o r e i gn  r e s e r v e s .  

T h e  S t a f f  e x p r e s s e d  c o n c e r n  a b o u t  t h e
c o n c e s s i o n a l  i n t e r e s t  r a t e  s c h e m e  o f  t h e
D e v e l o p m e n t  B a n k  f i n a n c e d  b y  t h e  r e l e a s e  o f
t h e  r e s e rves .  I t  was  po i n t ed  ou t  t h a t ,  g i v en  t h e
c o m f o r t a b l e  f o r e i g n  r e s e r v e  p o s i t i o n ,  t h e
G o v e r n m e n t  s h o u l d  f o c u s  o n  t h e  b r o a d e r

r educ t i on  i n  i n t e r e s t  r a t e s .  The  Gove rnmen t
w a s  o f  t h e  v i e w  t h a t  t h e  p r o v i s i o n  o f  l o w e r
r a t e s  i n  pa r t i cu l a r  a r e as  can  be  bene f i c i a l  t o
t h e  g r o w t h  p r o c e s s .

The  Fund  s t a f f  a r gu ed  t h a t  t h e  s ucce s s  i n
r educ i ng  i n f l a t i on  h a s  p rov ided  l im i t ed  scope
fo r  g r ea t e r  exchange  r a t e  f l ex ib i l i t y ,  e spec i a l l y
a s  exchange  r a t e  e f f ec t s  d i d  no t  appea r  t o  be
f u l l y  t r a n sm i t t ed  t o  i n f l a t i on .  The  Gove rnmen t
w a s  o f  t h e  v i e w  h o w e v e r  t h a t  t h i s  m a y  c o n f l i c t
w i t h  l o w e r  i n t e r e s t  r a t e s  i f  f r e q u e n t
m o v e m e n t s  i n  t h e  e x c h a n g e  r a t e  a d v e r s e l y
a f f ec t ed  expec t a t i ons .  Fu r t h e r ,  t h e  l owe r  pass -
t h r o u g h  o f  e x c h a n g e  r a t e  a d j u s t m e n t s  t o
i n f l a t i o n  i n  r e c e n t  y e a r s  p a r t l y  r e f l e c t e d
t e m p o r a r y  f a c t o r s  s u c h  a s  r e d u c e d  p r o f i t
m a r g i n s  a n d  d e l a y s  i n  t h e  a d j u s t m e n t  o f
a d m i n i s t e r e d  p r i c e s .  C o n s e q u e n t l y ,  t h e
G o v e r n m e n t  e n d o r s e d  a  g r a d u a l  a n d  m o r e
c a u t i o u s  a p p r o a c h  t o  e x c h a n g e  r a t e
m a n a g e m e n t ,  g i v e n  t h e  p o t e n t i a l  f o r  a  w a g e -
p r i c e  s p i r a l .  I n  t h i s  r e g a r d ,  t h e  S t a f f
h i gh l i g h t ed  t h e  impo r t a nce  o f  mode r a t i on  i n
wage  s e t t l emen t s ,  i n  l i n e  w i t h  p roduc t i v i t y
i nc reases .

F i s c a l  P o l i c y
T h e  F u n d  w a s  k e e n  t o  e m p h a s i z e  t h a t  a t  t h e
h e a r t  o f  t h e  m a c r o e c o n o m i c  s t r a t e g y
u n d e r l y i n g  t h e  S M P  w a s  a  s i g n i f i c a n t
s t r e n g t h e n i n g  o f  t h e  f i s c a l  p o s i t i o n .  T h e
G o v e r n m e n t  w e r e  u r g e d  t o  p u r s u e  f u r t h e r
f i s c a l  conso l i d a t i on  i n  2001 / 02  a nd  beyond ,  i n
o rde r  t o  r educe  t h e  deb t  bu rden .

H o w e v e r ,  a l t h o u g h  t h e  p r i m a r y  s u r p l u s  i s
p ro j ec t ed  t o  dec l i n e  t o  11 . 0  pe r  c en t  ove r  t h e
f i sca l  yea r ,  i t  i s  s t i l l  subs tan t i a l l y  pos i t i ve  and
a s  s u c h  t h e r e  a r e  c o n c e r n s  a b o u t  t h e  s c o p e  f o r
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f u r t h e r  e xpend i t u r e  r e s t r a i n t .  The  Gove r nmen t
has  s t r e s s ed  t h a t  g i v en  t h e  s i gn i f i c an t  cu tbacks
i n  t h e  p r ev ious  f i sca l  y ea r ,  t h e r e  i s  n eed  fo r
s o m e  r e c o v e r y  i n  2 0 0 1 / 0 2 ,  p a r t i c u l a r l y  i n
c a p i t a l  e x p e n d i t u r e .  T h e  G o v e r n m e n t  h o w e v e r ,
e m p h a s i z e d  i t s  c o m m i t m e n t  t o  m a i n t a i n i n g
t i g h t  c o n t r o l  o v e r  e x p e n d i t u r e s  a n d
s t r e n g t h e n i n g  r e v e n u e  c o l l e c t i o n s  t h r o u g h
imp roved  t a x  adm i n i s t r a t i o n  a nd  e n fo r c emen t
of  l eg i s l a t ion .

Cons i s t en t  w i t h  t h e  r ev i s ed  t a r g e t s ,  t h e  s tock
o f  t o t a l  d eb t  t o  GDP  i s  e xpec t ed  t o  d ec l i n e  by
app rox ima t e l y  10 . 0  p e r c en t a g e  po i n t s  ove r  t h e
f i s c a l  y e a r .  The  Gove rnmen t  f u l l y  app r ec i a t e
t h e  n e ed  t o  r educe  t h e  s t ock  o f  d eb t  ove r  t ime
i n  o rde r  t o  r e l e a s e  r e sou rces  fo r  econom ic
d e v e l o p m e n t .  

T h e  F u n d  n o t e d  t h e  c o m m i t m e n t  o f  t h e  G O J  t o
l i m i t  t h e  i s s u a n c e  o f  C e n t r a l  G o v e r n m e n t
g u a r a n t e e s  a n d  t h e  a s s u m p t i o n  o f  a n y
a d d i t i o n a l  d e b t .  T h e y  h o w e v e r  r e c o m m e n d e d
t h a t  d e b t  a n d  l i q u i d i t y  m a n a g e m e n t  b e
s t r e n g t h e n e d .  T h e y  s u g g e s t e d  t h a t  t h e
ob j ec t i v e  o f  d eb t  managemen t ,  i n  add i t i on  t o
r educ i ng  sho r t  t e rm  cos t s ,  s hou ld  i nc l ude  ( i )
l o w e r i n g  o v e r a l l  b o r r o w i n g  c o s t s  o v e r  t h e
med i um  to  l ong  t e rm  ( i i )  d eve l op i ng  a  l i qu i d
d e b t  m a r k e t   ( i i i )  r e d u c i n g  r e f u n d i n g  o r
r o l l o v e r  r i s k  a n d  ( i v )  c o m p l e m e n t i n g  t h e
mone t a r y  ope r a t i on s  o f  t h e  Bank  o f  J ama i c a .
T h e  S t a f f  a l s o  u r g e d  t h e  G o v e r n m e n t  t o
s p e e d i l y  i m p l e m e n t  t h e  r e v e n u e  m e a s u r e s  a n d
to  con t a i n  ove r a l l  e xpend i t u r e s ,  i nc l u s i v e  o f
w a g e  e x p e n s e s ,  w h i l e  m a i n t a i n i n g  r e a l
e xpend i t u r e s  on  t h e  soc i a l  s a f e t y  n e t .

F i n a n c i a l  S e c t o r
T h e  F u n d  a c k n o w l e d g e d  t h e  p r o g r e s s  m a d e  i n
r e s t r u c t u r i n g  t h e  f i n a n c i a l  s e c t o r  a n d  i n
s t r e ng t h en i ng  p r uden t i a l  s upe r v i s i on  and  no t ed
t h a t  a l l  t h e  S M P  b e n c h m a r k s  w e r e  m e t .   T h e
Fund  endo r s ed  t h e  r ap id  p r i v a t i z a t i on  o f  t h e
i n t e r v e n e d  i n s t i t u t i o n s  a n d  e n c o u r a g e d  t h e
G o v e r n m e n t  t o  i d e n t i f y  o t h e r  p u b l i c
en t e rp r i s es  fo r  p r i v a t i z a t i on .  

T h e y  h i g h l i g h t e d  t h e  i m p o r t a n c e  o f  t h e
e s t a b l i s h m e n t  o f  t h e  F i n a n c i a l  S e r v i c e s
C o m m i s s i o n  a n d  t h e  n e e d  f o r  c o o p e r a t i o n  w i t h
t h e  Cen t r a l  Bank  i n  o rde r  t o  e n su r e  e f f e c t i v e
f i n anc i a l  s ec to r  s upe r v i s i on .   They  a l so  no t ed
t h e  i m p o r t a n c e  o f  t h e  p r o p o s e d  a m e n d m e n t s  i n
P a r l i a m e n t  a i m e d  a t  s t r e n g t h e n i n g  t h e
a u t o n o m y  o f  t h e  C e n t r a l  B a n k  a n d  t h e
r egu l a t i on s  gove r n i ng  pens i on  f unds .

S t r u c t u r a l  &  T r a d e  R e f o r m s  
T h e  S t a f f  s t r e s s e d  t h e  n e e d  f o r  s t r u c t u r a l
r e fo rms  t o  e nhance  compe t i t i v en e s s .  Th i s  w i l l
e n t a i l  imp l emen t i ng  l abou r  ma rke t  r e fo rms ,
improv i ng  t h e  e f f i c i ency  o f  pub l i c  en t i t i e s  and
r educ i ng  bu r e auc r a t i c  de l ays  pa r t i cu l a r l y  fo r
s m a l l  e n t e r p r i s e s .  T h e y  n o t e  t h a t  t h e
G o v e r n m e n t  h a s  b e e n  s u c c e s s f u l  i n  d i v e s t i n g
t h e  ma jo r i t y  sha r e s  i n  t h e  u t i l i t y  company .
H o w e v e r ,  t h e y  r e m a r k e d  t h a t  a  n u m b e r  o f
o t h e r  s t r uc t u r a l  r e fo rms  unde r  t h e  SMP,  such
as  t h e  imp l emen t a t i on  o f  imp roved  ope r a t i on a l
s y s t ems  w i t h i n  t h e  pub l i c  s ec to r  a l ong  w i t h
r e d u n d a n c i e s ,  h a v e  b e e n  d e l a y e d  u n t i l  t h e
cu r r en t  f i sca l  yea r .  

J a m a i c a  h a s  e m b a r k e d  o n  a  p r o c e s s  o f  t r a d e
l i b e r a l i z a t i o n  f o r  s o m e  t i m e  n o w  a n d  h a s
r e c e n t l y  i m p l e m e n t e d  t h e  W T O  C u s t o m s
Va l u a t i on  Ag r e emen t .  Unde r  t h i s  a g r e emen t
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ac t u a l  i n vo i c e  p r i c e s  w i l l  b e  u s ed  fo r  t h e
c a l c u l a t i o n  o f  d u t i e s  a s  a g a i n s t  r e f e r e n c e
p r i c e s .  T h e  F u n d  e x p r e s s e d  c o n c e r n  h o w e v e r
a b o u t  t h e  p r o p o s e d  i n c r e a s e  i n  c e r t a i n
ag r icu l tu ra l  du t i es .

M e d i u m  T e r m  O u t l o o k  
O v e r  t h e  m e d i u m  t e r m  t h e  I M F  e x p e c t s  g r o w t h
to  acce l e r a t e  t o  app rox ima t e l y  3 . 0  pe r  c en t  pe r
y e a r ,  d r i v e n  m a i n l y  b y  t o u r i s m  a n d  o t h e r
s e r v i c e s ,  a n d  r e c o v e r y  i n  m i n i n g  a n d
ag r i cu l t u r e .  I n f l a t i on  i s  expec t ed  to  ma i n t a i n
i t s  downwa rd  t r a j e c to r y .  F i s c a l  measu r e s  a l ong
w i t h  f a s t e r  g row th  shou ld  s e e  a  r e v e r s a l  o f  t h e
de f i c i t  p ro j ec t ed  a t  t h e  end  o f  2001 / 02  t o  a
s u r p l u s  b y  2 0 0 4 / 0 5 .  T h e  r e d u c t i o n  i n  t h e
de f i c i t  a nd  f u r t h e r  d i v e s tmen t  s hou ld  s e e  t h e
pub l i c  s ec to r  d eb t  d ec l i n i n g  f r om  126 . 0  p e r
c e n t  o f  G D P  a t  t h e  e n d  o f  2 0 0 1 / 0 2  t o
a p p r o x i m a t e l y  1 0 0  p e r  c e n t  o f  G D P  i n
2 0 0 5 / 0 6 .  W i t h  f a s t e r  g r o w t h ,  t h e  c u r r e n t
a c c o u n t  d e f i c i t  i s  e x p e c t e d  t o  w i d e n  t o
a p p r o x i m a t e l y  5 . 2 5  p e r  c e n t  o f  G D P  i n
2001 / 02 .  Th i s  wou ld  b e  s u f f i c i e n t l y  cove r ed
by  an t i c ipa t ed  p r i v a t e  cap i t a l  i n f l ows .

T h e  m a i n  r i s k s  t o  t h e  p r o g r a m m e  w e r e  n o t e d  t o
b e  a  s l o w e r  t h a n  p r o g r a m m e d  d e c l i n e  i n
i n t e r es t  r a t es ,  f i sca l  s l i ppages ,  de l ays  i n  t he
p r i v a t i z a t i o n  p rog r amme  and  t h e  Gove r nmen t ' s
a s sump t i on  o f  any  add i t i ona l  d eb t .

T h e  G o v e r n m e n t ' s  r e v i s e d  p r o g r a m m e  f o r
2001 / 02  i n c l udes  f i s c a l  conso l i d a t i on  a nd  a
bu i l d  up  i n  t h e  N IR  wh i l e  l owe r i n g  i n f l a t i on .
T h e  c h a l l e n g e  f o r  t h e  G o v e r n m e n t  i s  t o  b u i l d
on  t h e  s t r ong  s t a r t  t o  t h e  SMP to  ach i ev e
s u s t a i n e d  f a s t e r  g r o w t h  a n d  i m p r o v e  t h e  p u b l i c
s e c t o r  d e b t  d y n a m i c s .  T h e  c o n t a i n m e n t  o f
f i s c a l  e xpend i t u r e s ,  i n c l u s i v e  o f  wages ,  i n  t h e
cu r r e n t  e nv i r onmen t  w i l l  p rov i d e  t h e  ma jo r
c h a l l e n g e .  H o w e v e r  t h e  " p e r s e v e r a n c e  i n  s u c h
po l i c i e s  …  i s  c ruc i a l  t o  he lp  c r ea t e  l owe r  r e a l
i n t e r e s t  r a t e s  and  f a s t e r  g row th… "
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Jamaica:  Se lected Economic  Indicators

S M P Est imate S M P Projec ted
2000/01 2000/01*   2001/02**  2001/02***

GDP,  pr ices  & Interes t  Rates A n n u a l%  C h a n g e  u n l e s s  o t h e r w i s e  s t a t e d
GDP a t  cons t an t  p r i c e s 1 .5 1 .1 2 .5 3 .0
Consume r  p r i c e s  ( e nd  o f  p e r i od ) 7 .0 6 .4 6 .5 5 .0

(pe r i od  ave r age ) 7 .7 7 .7 6 .8 5 .7
Treasu ry  b i l l  r a t e  ( end  o f  pe r i od ) 14 . 0 16 . 9 n .a . n . a
M o n e y  & Credit
N e t  d o m e s t i c  a s s e t s  o f  t h e  b a n k i n g  s y s t e m 3 .4 -15 . 7 3 .7 -2 .4

Pub l i c  s ec to r -4 .5 10 . 2 2 .4 -8 .4
P r i v a t e  s ec to r 2 .6 1 .8 2 .9 3 .3
O t h e r -1 .5 - 27 . 7 -1 .6 2 .7

L iab i l i t i e s  to  p r i va t e  sec to r 8 .4 8 .9 9 .1 8 .0
I n  p e r  c e n t  o f  G D P  u n l e s s  o t h e r w i s e  s t a t e s

Savings  & Investment
G r o s s  N a t i o n a l  S a v i n g s 24 . 2 22 . 7 24 . 2 22 . 0
G r o s s  I n v e s t m e n t 28 . 8 27 . 0 29 . 3 27 . 3
Publ ic  Sector
Pr ima ry  b a l a nce  ( c en t r a l  gove r nmen t ) 12 . 2 12 . 2 11 .4 10 . 7
P r ima ry  ba l ance  (pub l i c  s ec to r ) 13 . 6 12 . 6 12 . 2 11 .0
Cen t r a l  gove r nmen t  b a l a nc e  ( ad j u s t ed ) -6 .1 -5 .7 -2 .1 -3 .2
Pub l i c  s ec to r  ba l ance -4 .7 -5 .3 -0 .6 -3 .5
To t a l  Deb t 114 .7 1 3 6 . 6         1 0 6 . 5                1 2 6 . 5
External  Sector
Cur r en t  a ccoun t  ( -  =  de f i c i t ) ? -4 .8 -5 .3 -5 .4 -5 .3
O v e r a l l  b a l a n c e  o f  p a y m e n t  ( U S $  m i l l i o n ) 290 . 0 5 8 3 . 0         1 6 1 . 0 100 . 0
Gross  o f f i c i a l  r e s e rves  (US$  m i l l i on ) 1  0 7 7 . 6 1  3 6 1 . 9      1  2 2 1 . 0 1  4 4 4 . 9

-  w e e k s  o f  i m p o r t s  o f  g o o d s  &se rv i ces 12 . 9 16 . 6 14 . 6 17 . 6
-  w e e k s  o f  i m p o r t s  o f  g o o d s 18 . 6 2 3 . 6          2 0 . 6 25 . 0

Ne t  i n t e r n a l  r e s e rves  (US$  m i l l i on ) 993 . 2 1  2 8 6 . 3      1  1 5 3 . 8              1  3 8 6 . 3

Ex t e r n a l  d eb t  ( e nd  o f  p e r i od ) 4 5 . 4            5 0 . 5           4 5 . 7   53 . 3
Deb t  s e r v i c e  r a t i o 15 . 7 14 . 5 16 . 4 16 . 4
Shor t - t e rm ex t e rna l  l i ab i l i t i e s / r ese rves 0 .5 0 .5 0 .7 0 .7
Exchange  Rates ( J $ / U S $ )

End  o f  p e r i od n .a . 45 . 68           n . a . n .a .
Pe r i od  av e r ag e n .a . 4 4 . 06 n .a . n .a .

*IMFestimates ** Original projections under the SMP *** IMF revised projections
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The  pos i t i v e  e conom ic  p e r fo rmance  obse r v ed  i n  t h e  l a s t
qua r t e r  o f  f i s c a l  y e a r  2000 / 01 ,  h a s  con t i n u ed  i n t o  t h e  n ew
f i sca l  yea r .  T igh t  mone t a ry  and  f i sca l  po l i c i e s ,  pa r t i cu l a r l y
s i n c e  t h e  s e cond  h a l f  o f  f i s c a l  y e a r  2 000 / 01  h av e  t empe r ed
a g g r e g a t e  d e m a n d  a n d  m o n e t a r y  i n f l a t i o n .  T h i s  h a s  s e r v e d
t o  m o d e r a t e  s o m e w h a t ,  t h e  r e c e n t  s h o c k  t o  i n f l a t i o n .
Fu r t h e r  t h e  po l i cy  s t ance  has  f ac i l i t a t ed  a  g r adua l  f a l l  i n
money  ma rke t  i n t e r e s t  r a t e s ,  wh i l e  p r e s e r v i ng  t h e  s t ab i l i t y
i n  t h e  f o r e i g n  e x c h a n g e  m a r k e t .

The  r ecen t  soc i a l  d i s t u rbance  i n  J u l y  i s  no t  expec t ed  t o
h a v e  a  s i g n i f i c a n t  i m p a c t  o n  m a j o r  s e c t o r s  s u c h  a s
ag r i cu l t u r e ,  m i n i ng ,  manu f ac t u r i ng  and  d i s t r i bu t i on ,  g i v en
t h e  b r ev i t y  a nd  l oc a l i z ed  n a t u r e  o f  t h e  d i s r up t i on .  Howeve r
i t  i s  l i k e l y  t o  have  some  impac t  on  tou r i sm  i n  t h e  sho r t  t o
m e d i u m  t e r m .  

The  pos i t i v e  t r e nd  i n  t h e  goods  s ec to r  i s  e xpec t ed  t o
c o n t i n u e ,  t h e  m a i n  i m p e t u s  b e i n g  t h e  r e c o v e r y  i n
a g r i c u l t u r e  a n d  m i n i n g .  S u b j e c t  t o  f a v o u r a b l e  w e a t h e r
cond i t i on s ,  t h e  r e cove r y  i n  a g r i c u l t u r e  i s  e xpec t ed  t o
c o n t i n u e  w i t h  i m p r o v e d  p e r f o r m a n c e  i n  d o m e s t i c  c r o p
p r o d u c t i o n  a n d  e x p o r t  c r o p s  s u c h  a s  b a n a n a  a n d  c o f f e e .
Ac t i v i t i e s  w i t h i n  t h e  m i n i n g  s ec to r  w i l l  b e  e nh anced  by  t h e
p l a nned  e xpans i on  i n  c apac i t y  a t  Ka i s e r  a nd  a n  i n c r e a s e  i n
t h e  a l u m i n a  e x p o r t  m a r k e t  o f  s o m e  4 5 0  t h o u s a n d  t o n n e s
ove r  t h e  n ex t  t h r e e  y e a r s .  Con t i n u ed  ma rg i n a l  g row th  i s
an t i c i p a t ed  i n  t h e  manu f ac t u r i ng  s ec to r ,  d r i v en  ma i n l y  by
e x p a n s i o n s  i n  f o o d  p r o c e s s i n g ,  a l c o h o l i c  a n d  n o n - a l c o h o l i c
beve r ag e s  a nd  pe t r o l e um  r e f i n i n g .  

Se r v i c e s  w i l l  con t i n u e  t o  p rov id e  t h e  ma i n  e ng i n e  o f  g row th
w i t h i n  t h e  e conomy .  Th i s  w i l l  emana t e  p r ima r i l y  f r om  t h e
c o m m u n i c a t i o n  s u b - s e c t o r ,  w h i c h  i s  e x p e c t e d  t o  e x p a n d  b y
a p p r o x i m a t e l y  1 8 . 0  p e r  c e n t  o v e r  t h e  f i s c a l  y e a r .

R e c e n t  d i s t u r b a n c e  s h o u l d  n o t
i m p a c t  m a j o r  g o o d s  s e c t o r s .

S e r v i c e s  . . .  t h e  m a i n  e n g i n e  o f
g r o w t h .

4 .    E c o n o m i c  O u t l o o k  a n d  M o n e t a r y  P o l i c y  P e r s p e c t i v e s
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Transpo r t a t i on  s e r v i c e s ,  f o l l ow ing  t h e  r e fo rms  w i t h i n  t h e
s ec to r ,  a r e  a l so  expec t ed  t o  e xpand .  W i t h  imp roved  ba l a nce
s h e e t s ,  i n c r e a s e d  e f f i c i e n c i e s  a n d  c o m p e t i t i o n ,  a  f u l l
r ecove ry  i s  expec t ed  i n  t h e  f i n anc i a l  s ec to r  du r i ng  t h e  yea r .

I n f l a t i o n  h a s  m a i n t a i n e d  t h e  d o w n w a r d  t r e n d  o b s e r v e d  o v e r
t he  pas t  t h r ee  yea r s ,  i n  sp i t e  o f  t he  h i ghe r  i n f l a t i on  ou t t u rn
i n  t h e  J une  qua r t e r  ( s e e  Figure 4 .1 ) .  Th i s  i s  a l so  r e f l ec t ed
i n  t h e  a nnua l  a v e r age  i n f l a t i on ,  wh i ch  fo l l ow i ng  t h e  s l i g h t
i nc r ease  i n  t he  l a t t e r  pa r t  o f  2000 ,  con t i nues  to  f a l l  ( s ee
Figure 3 .2 ) .  Th i s  t r end  i n  i n f l a t i on  i s  expec t ed  to  con t i nue ,
i n t o  t h e  Sep t embe r  2001  qua r t e r .

Ove r  t h e  pas t  f i v e  y e a r s  i n f l a t i on  i n  t h e  Sep t embe r  qua r t e r
t ended  to  be  abou t  t h e  s ame  a s  t h e  p r ev ious  qua r t e r .
Howeve r  i n  t h e  con t ex t  o f  t h e  s hock  i n  J une ,  i n f l a t i on  i s
e x p e c t e d  t o  b e  l o w e r  i n  t h e  S e p t e m b e r  2 0 0 1  q u a r t e r .
T r a d i t i o n a l l y ,  i n c r e a s e s  i n  a g r i c u l t u r e  p r i c e s  a n d
e d u c a t i o n a l  c o s t s  h a v e  b e e n  t h e  m a i n  i n f l u e n c e s  o n
i n f l a t i on  i n  t h i s  qua r t e r .  I n  add i t i on  to  t h ese  s easona l
impu l ses ,  ad jus tmen t s  i n  u t i l i t y  and  pos t a l  r a t e s  a r e  l i k e l y
to  d r i v e  i n f l a t i on  i n  t h e  Sep t embe r  2001  qua r t e r .

Assum ing  t h a t  o i l  p r i c e s  s t ab i l i z e ,  o t h e r  componen t s  o f
impo r t ed  i n f l a t i on  r ema i n  mode r a t e ,  a nd  t h e  exchange  r a t e
r e m a i n s  s t a b l e ,  t h e  B a n k  e x p e c t s  a n  i n f l a t i o n  r a t e  o f
app rox ima t e l y  2 . 0  p e r  c en t  ( ±  0 . 3  p e r c en t ag e  po i n t s )  i n  t h e
S e p t e m b e r  2 0 0 1  q u a r t e r .  T h i s  w o u l d  y i e l d  a  t w e l v e - m o n t h
i n f l a t i on  o f  6 . 2  pe r  c en t  (±  0 . 3  pe rcen t age  po i n t s )  a t  e nd
S e p t e m b e r .  

G i ven  t h a t  t h e  shock  to  t h e  t r a nspo r t a t i on  sub - i ndex  i s
e x p e c t e d  t o  b e  t r a n s i t o r y ,  w i t h  s t r o n g  s e a s o n a l
c o u n t e r v a i l i n g  m o v e m e n t s  i n  t h e  p r i c e s  o f  m a j o r
c o m m o d i t i e s  t o w a r d s  t h e  e n d  o f  t h e  f i s c a l  y e a r ,  t h e
dev i a t i on  i n  t h e  i n f l a t i on  r a t e  r e l a t i v e  to  t he  t a rge t  w i l l  be
ma rg i n a l .  

F i g u r e  4 . 1
1 2 - M o n t h  I n f l a t i o n  T r e n d s
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Monetary  Pol icy  Perspect ives

Al t hough  i n f l a t i on  i n  t h e  f i r s t  qua r t e r  o f  t h e  f i s c a l  y e a r
dev i a t ed  f rom  t h e  de s i r ed  pa t h ,  a  s i gn i f i c an t  t i g h t en i ng  o f
m o n e t a r y  p o l i c y  i s  n o t  e n v i s a g e d  a t  t h i s  t i m e .  A s  w a s
p r e v i o u s l y  n o t e d ,  d e s p i t e  t h e  d e v i a t i o n ,  u n d e r l y i n g
i n f l a t i ona r y  p r e s su r e s  so  f a r  a r e  g ene r a l l y  s ubdued .  I t
c o n t i n u e s  t o  b e  t h e  c a s e  t h a t  v a r i a t i o n s  i n  i n f l a t i o n ,
pa r t i cu l a r l y  s i nce  t h e  l a s t  f i s ca l  y e a r ,  h ave  been  due  to
d i sc r e t e  shocks  t o  pa r t i cu l a r  s ubca t ego r i e s  o f  t h e  CPI ,  a s
aga i n s t  a ny  g ene r a l  r i s e  i n  p r i c e s  ac ross  c a t ego r i e s .  The
p ro j ec t i ons  sugges t  t h a t  i n f l a t i ona ry  p r e s su r e s  ove r  t h e
s h o r t  t o  m e d i u m  t e r m  w i l l  e m a n a t e  m a i n l y  f r o m  s e a s o n a l  /
s t r u c t u r a l  f a c t o r s .  A g a i n s t  t h i s  b a c k g r o u n d ,  m o n e t a r y
po l i c y  w i l l  con t i n u e  t o  f ocus  on  con t a i n i n g  unde r l y i n g
i n f l a t i o n a r y  i m p u l s e s  a n d  m a i n t a i n i n g  a  f i n a n c i a l
e nv i ronmen t  conduc i v e  t o  t h e  sus t a i n ab l e  f a l l  i n  i n t e r e s t
r a t e s  necessa ry  fo r  r e a l  s ec to r  r ecove ry .

Cons i s t e n t  w i t h  t h i s  s t a nce ,  b a s e  money  i s  t a r g e t ed  t o
d e c l i n e  b y  2 . 3  p e r  c e n t  i n  t h e  S e p t e m b e r  2 0 0 1  q u a r t e r   ( 0 . 2
pe r  c en t  y e a r  on  y e a r )  a nd  by  0 . 8  p e r  c en t  f o r  t h e  f i s c a l  y e a r
2001 / 02 .  The  dec l i n e  i n  t h e  b a s e  w i l l  p a r t l y  r e f l e c t  t h e
p r o g r a m m e d  o n e  p e r c e n t a g e  p o i n t  r e d u c t i o n  i n  t h e  c a s h
r e s e r v e s  o f  t h e  b a n k i n g  s y s t e m .  

M o n e y  s u p p l y  g r o w t h  i s  p r o g r a m m e d  t o  s l o w  i n  t h e
Sep t embe r  qua r t e r  t o  1 . 8  p e r  c en t  r e su l t i n g  i n  a  10 . 0  p e r
c e n t  g r o w t h  y e a r  o n  y e a r ,  a t  e n d  S e p t e m b e r .   T h i s  g r o w t h
a l t hough  s l i g h t l y  h i ghe r  t h an  t h e  p r ev ious  y e a r  i s  b e l ow  t h e
s e a sona l  a v e r age  o f  t h e  pa s t  f i v e  y e a r s .  Recen t  t r e nds  i n  t h e
mu l t i p l i e r  no t ed  i n  Chapter  1 h o w e v e r ,  s u g g e s t  t h a t  m o n e y
s u p p l y  g r o w t h  m a y  b e  s l i g h t l y  h i g h e r .  H o w e v e r ,  t h e
t r a n s a c t i o n s  d e m a n d  f o r  m o n e y  i s  e x p e c t e d  t o  i n c r e a s e  o v e r
t he  nex t  two  qua r t e r s ,  r e l a t i v e  to  t he  f i r s t  qua r t e r ,  p r ima r i l y
due  t o  s e a sona l  e xpend i t u r e s  a s soc i a t ed  w i t h  ' b ack  t o
schoo l '  a nd  Ch r i s tmas  ac t i v i t i e s .  Ove r a l l ,  t h e  po l i cy  pa t h
ca l l s  f o r  a  l owe r  s t ab l e  g row th  r a t e  i n  mone t a r y  v a r i ab l e s  i n
t h i s  yea r  r e l a t i v e  to  p r ev ious  yea r s .

F i g u r e  4 . 3
B a s e  M o n e y  G r o w t h  T a r g e t

( Y e a r  o n Y e a r )

F i g u r e  4 . 3
B r o a d  M o n e y  ( M 3 )  G r o w t h  T a r g e t

( Y e a r  o n Y e a r )
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O v e r  t h e  p a s t  t w o  q u a r t e r s ,  t h e  C e n t r a l  B a n k  h a s  a d o p t e d  a
g r adua l  app roach  t o  i n t e r e s t  r a t e  ad j u s tmen t .  The r e  h a s
been  a  pos i t i v e  r e sponse  f rom t h e  f i n anc i a l  ma rke t s ,  a s  t h e
f a vou r ab l e  i n f l a t i o n a r y  t r e nds  ove r  t h e  p e r i od  h av e  s e en  a
s t e ady  r educ t i on  i n  i n t e r e s t  r a t e s .  The  Bank  w i l l  con t i nue
to  fos t e r  t h i s  d eve l opmen t .   

T h e  i m m e d i a t e  c o n c e r n  h o w e v e r ,  i s  t h a t  s h o r t  t e r m
l i q u i d i t y  c o n d i t i o n s  i n  t h e  m o n e y  m a r k e t  h a v e  s e e n  s o m e
upwa rd  p r e s su r e  on  i n t e r e s t  r a t e s  t owa rds  t h e  e nd  o f  J un e ,
w h i c h  c o u l d  p o t e n t i a l l y  r e v e r s e  t h e  d o w n w a r d
expec t a t i ons .  I n  o rde r  t o  ensu r e  t h a t  e xpec t a t i ons  r ema i n
f avou r ab l e  t h e  Bank  w i l l  con t i nue  t o  ac t  t o  ensu r e  s t ab i l i t y
i n  t h e  f i n anc i a l  ma rke t s ,  pa r t i cu l a r l y  t h e  fo r e i gn  exchange
ma rke t .   I t  s hou ld  be  no t ed  t h a t  s i n c e  t h e  b eg i nn i ng  o f  t h e
f i s c a l  y e a r ,  l i q u i d i t y  managemen t  by  t h e  Bank  h a s  s e en  a n
a b s e n c e  o f  s i g n i f i c a n t  s p e c u l a t i v e  p r e s s u r e s ,  e v e n  i n
i n s t a n c e s  w h e n  e x c e s s  d e m a n d  p r e s s u r e s  h a v e  a r i s e n .

Risks

The r e  a r e  a  numbe r  o f  f a c to r s  t h a t  cou ld  a l t e r  t h e  po l i cy
ou t l ook  ove r  t h e  ensu i ng  qua r t e r s .

T h e  m e d i u m  t e r m  o u t l o o k  f o r  i n t e r n a t i o n a l  o i l  p r i c e s
r ema ins  unce r t a i n .  I n  o rde r  t o  l im i t  any  dec l i n e  i n  p r i c es ,
a r i s i n g  f r o m  w e a k e r  d e m a n d ,  a  c u t  i n  p r o d u c t i o n  b y  O P E C
i s  p robab l e .   Such  a  cu t  wou ld  h ave  a n  adve r s e  imp l i c a t i on
fo r  i n f l a t i on  i f  i t  r e su l t s  i n  a  r e sump t i on  o f  upwa rd
movemen t s  i n  o i l  p r i c e s .   Apa r t  f r om  t h e  d i r e c t  impac t  on
i n f l a t i on ,  i n c r e a s e s  i n  o i l  p r i c e s  wou ld  wo r s en  J ama i c a ' s
t e r m s  o f  t r a d e ,  a s  t h e  s l o w i n g  i n  t h e  w o r l d  e c o n o m y  h a s
s e en  a  f a l l  i n  t h e  p r i c e s  o f  ou r  ma jo r  e xpo r t  commod i t i e s ,
pa r t i cu l a r l y  baux i t e  and  a l um ina .

C o s t  p r e s s u r e s ,  p a r t i c u l a r l y  i n c r e a s e d  w a g e  d e m a n d ,
a r i s i ng  ou t  o f  t h e  d i sc r e t e  ad j us tmen t  i n  t r anspor t a t i on
p r i c e s  cou ld  eme rge .  G i v en  t h e  f ac t  t h a t  p r i v a t e  s ec to r
m a r g i n s  h a v e  b e e n  s i g n i f i c a n t l y  r e d u c e d  i n  t h e  w a k e  o f
t i g h t  d emand  managemen t  ove r  t h e  p a s t  f i v e  y e a r s ,  t h e r e
wou ld  be  l i t t l e  s cope  t o  f u r t h e r  abso rb  such  cos t s .

P o l i c y  t a r g e t s  l o w e r  a n d
s t a b l e  m o n e t a r y  g r o w t h .
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The  r ec en t  soc i a l  u n r e s t ,  a l t hough  h av i ng  ma rg i n a l  e f f e c t s
on  p roduc t i on  i n  t h e  s ho r t  r u n ,  may  adve r s e l y  impac t
con f i d ence .  A l so  a r i s i ng  ou t  o f  t h e  b r i e f  d i s t u rbance  w i l l  b e
t h e  n e e d  f o r  i n c r e a s e d  f i s c a l  e x p e n d i t u r e .  D e m a n d
p r e s s u r e s  f r o m  f i s c a l  o p e r a t i o n s  w e r e  n o t  o t h e r w i s e
an t i c i p a t ed  ove r  t h e  n ex t  two  qua r t e r s  a s  t h e  f i s c a l  budge t
env i s aged  a  s i gn i f i c an t  r educ t i on  i n  t h e  de f i c i t  du r i ng  t h e
second  and  t h i rd  qua r t e r s  r e l a t i v e  to  t h e  f i r s t ,  w i t h  a  su rp l us
i n  t h e  l a s t  qua r t e r  o f  t h e  f i sca l  y ea r .   A l t hough  r evenues
h a v e  e x c e e d e d  b u d g e t ,  m a j o r  r e a l l o c a t i o n  o f  e x p e n d i t u r e
w i l l  b e  r equ i r ed  i f  t h e  p rog r amme  t a r g e t s  a r e  t o  be  me t .

T h e  m a j o r  c h a l l e n g e  t o  e c o n o m i c  p o l i c y  i s  t h e
s t r eng t h en i ng  o f  r e a l  s ec to r  p e r fo rmance .  Desp i t e  pos i t i v e
s i gna l s  f rom t he  f i n anc i a l  ma rke t s ,  p r i v a t e  s ec to r  c r ed i t
f l ows  h ave  b e en  l e s s  t h an  de s i r ed .  Th i s  i s  a s soc i a t ed  w i t h
t h e  s l o w  d e c l i n e  i n  l e n d i n g  r a t e s ,  a n d  m o r e  s t r i n g e n t
l e nd i ng  p r ac t i c e s  by  f i n anc i a l  i n s t i t u t i ons .  A l t hough  h i ghe r
l e v e l s  o f  i n v e s tmen t  w i l l  b e  r equ i r ed  ove r  t h e  med i um  t e rm ,
a  con t i nua t i on  o f  g row th  ove r  t h e  sho r t - t e rm  w i l l  h ave  t o
come  f r om  s i gn i f i c an t  imp rovemen t s  i n  p roduc t i v i t y .  As
such  t h e r e  i s  u r g en t  n e ed  f o r  spe edy  imp l emen t a t i on  o f  t h e
p roposed  l abou r  ma r k e t  r e f o rms .  

Summary

Macroeconom ic  i nd i c a to r s  s i nce  t h e  s t a r t  o f  t h e  f i s c a l  y e a r
con t i n u e  t o  b e  f a vou r ab l e ,  d e sp i t e  t h e  t empo r a r y  s hock  t o
i n f l a t i on  and  t h e  adve r se  e f f ec t s  o f  r ecen t  d i s t u rbances .
Mone t a r y  po l i c y  w i l l  r ema i n  commi t t ed  t o  a t t a i n i n g  t h e
p r o g r a m m e  t a r g e t s ,  i n  s u p p o r t  o f  t h e  r e c o v e r y  p r o c e s s .  T h e
ma i n  cha l l e nge  fo r  po l i c y  make r s  i s  t o  s t r e ng t h en  t h e
econom ic  r e cove r y ,  wh i ch  w i l l  r equ i r e  g r e a t e r  l e v e l s  o f
i nv e s tmen t  a nd  p roduc t i v i t y  imp rovemen t s  ove r  t h e  sho r t  t o
m e d i u m  t e r m .  

R e c e n t  u n r e s t  w i l l  p r e c i p i t a t e
i n c r e a s e d  f i s c a l  e x p e n d i t u r e .
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Prov i s i on a l  d a t a  i nd i c a t e  t h a t  Cen t r a l  Gove r nmen t  ope r a t i on s  i n  Q1  FY2001 / 02 ,  r e s u l t ed  i n  a  d e f i c i t
o f  $10958 . 1  m i l l i o n  o r  3 . 34  p e r  c en t  o f  GDP ,  r e l a t i v e  t o  a n  SMP t a r g e t ed  d e f i c i t  o f  $ 10700 . 0  m i l l i o n
o r  3 . 26  p e r  c en t  o f  GDP .   The  p r ima ry  b a l a nce  o f  0 . 65  p e r  c en t  o f  GDP  r e l a t i v e  t o  t h e  t a r g e t  o f  1 . 0
pe r  c en t  unde r  t h e  SMP,  r e f l e c t ed  i nc r e a s e s  o f  12 . 4  pe r  c en t  a nd  29 . 1  pe r  c en t  i n  r e cu r r en t  a nd
cap i t a l  e xpend i t u r e s ,  r e spec t i v e l y ,  a l t hough  r e v enue  f l ows  exce eded  t a r g e t  by  6 . 9  p e r  c en t .   G i v en
t h e  s t rong  r evenue  pe r fo rmance  howeve r ,  t h e  f i s c a l  s t ab i l i t y  r a t i o  o f  1 . 5  was  cons i s t en t  w i t h  t a r g e t .

T a x  r e v e n u e s  w e r e  f a i r l y  b u o y a n t  t h r o u g h o u t  t h e  q u a r t e r  e x c e e d i n g  t h e  S M P  t a r g e t  b y  1 3 . 1  p e r  c e n t
and  t h e  compa r ab l e  qua r t e r  o f  2000 / 01 ,  by  9 . 4  p e r  c en t ,  p r ima r i l y  r e f l e c t i n g  s t r ong  r e c e i p t s  o f  GCT
a n d  S C T .   H o w e v e r ,  t h e  o t h e r  i t e m s  o f  r e v e n u e s  w e r e  b e l o w  t h e i r  S M P  t a r g e t s .   T h e  s h o r t f a l l  w a s
l a r g e l y  e xp l a i n ed  by  a  r e schedu l i n g  t o  Sep t embe r ,  o f  ove r  $550 . 0  m i l l i o n  i n  g r a n t  f l ows  f r om  t h e
Eu ropean  Un ion  a nd  by  s ho r t f a l l s  o f  $ 225 . 9  m i l l i o n  a nd  $114 . 0  m i l l i o n  i n  b aux i t e  l e vy  r e c e i p t s  a nd
cap i t a l  r e v enues ,  r e spec t i v e l y .   Exc l ud i ng  t a x  r e v enues ,  a l l  o t h e r  r e v enue  f l ows  we r e  a l so  down
r e l a t i v e  t o  Q1  2000 / 01 .

I n  r e spec t  o f  e xpend i t u r e s ,  t h e  c a t e go r i e s ,  p rog r ammes ,  wages  a nd  s a l a r i e s  a nd  c ap i t a l  e xce eded  t h e
SMP t a r g e t  by  $1398 . 5  m i l l i o n  ( 24 . 6  p e r  c en t ) ,  $ 423 . 7  m i l l i o n  ( 4 . 7  p e r  c en t )  a nd  $922 . 9  m i l l i o n
(29 .1  pe r  c en t ) ,  r e spec t i v e l y .  The  i nc r e ase  i n  p rog r ammes  r e l a t i v e  t o  t a r ge t  pa r t l y  r e f l e c t s  e a r l i e r
t h an  p l a nned  expend i t u r e  wh i l e ,  wage s  a nd  s a l a r i e s  i n c l uded  h i gh e r  t h an  p ro j e c t ed  r e t r o ac t i v e
paymen t s .   I n t e r e s t  p aymen t s  we r e  $1020 . 4  m i l l i o n  ( 7 . 2  p e r  c en t )  l owe r  t h an  t a r g e t  p a r t l y  r e f l e c t i n g
t im i ng  f ac to r s .  

A p p e n d i c e s
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F i s c a l  P e r f o r m a n c e
C o m p a r i t i v e  A n a l y s i s

J $  M i l l i o n

2000/01
Q1

24 371.70

19 787.50
436.40

4 147.80

28 280.30

26 351.50
2 197.40

241.30

-509.90

-3 908.60

-2 416.20

8 617.30

Revenue and Grants

Tax Revenue
Capital Revenue
Other (incl. Non-tax)

Expenditure

Recurrent Expenditure*
Capital Expenditure
IMF #1 Account

Unallocated

Overall Balance

Current Balance

Primary Balance

2001/02
Q1

22 933.20

21 638.50
116.40

1 178.30

33 891.30

29 543.40
4 095.70

252.20

0.00

-10 958.10

-6 726.60

2 123.10

Change

-1 438.50

1 851.00
-320.00

-2 969.50

5 611.00

3 191.90
1 898.30

10.90

509.90

-7 049.50

-4 310.40

-6 494.20

2001/02
Q1

22 933.20

21 638.50
116.40

1 178.30

33 891.30

29 543.40
4 095.70

252.20

0.00

-10 958.10

-6 726.60

2 123.10

SMP
Q1

21 455.70

19 133.80
230.50

2 091.40

32 155.70

28 741.60
3 172.80

241.30

0.00

-10 700.00

-7 516.40

3 401.70

Variance

1 477.50

2 504.70
-114.10
-913.10

1 735.60

801.80
922.90
10.90

0.00

-258.10

789.80

-1 278.60

P e r f o r m a n c e  I n d i c a t o r s
( p e r c e n t a g e s  o f  G D P )

Q1 - 2001/02
Q1 - 2001/02 SMP

BR

3.34
3.26

BR

-2.05
-2.29

PB

0.65
1.04

IP

3.99
4.30

FSR

-1.48
-1.50

Key
BR  = Borrowing Requirement
CB  = Current Balance = Current Revenue - Current Expenditure as a percentage of GDP
PB   = Primary Balance = Total Revenues - Total Expenditure less Interest Payments (IP) as a percentage of GDP
IP     = Interest Payments as a percentage of GDP
FSR = Fiscal Stability Ratio = (Overall Balance/Total Revenue) - 1 

International Benchmarks
BR  greater than 3% of GDP often indicates serious fiscal imbalance
FSR  closer to zero indicates more stable government finances
Negative CB ratio of less than 1% indicates dissaving or a need for fiscal adjustment as the public sector is borrowing for      

consumption
PB ratio above zero indicates major fiscal adjustment to cover interest on past obligations

* Recurrent  Expenditure includes programmes, wages and salaries and interest payments.
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B a n k  o f  J a m a i c a  Q u a r t e r l y  M o n e t a r y  P o l i c y  R e p o r t ,  A p r i l  -  J u n e  2 0 0 1

3 0 - d a y  R e v e r s e  R e p u r c h a s e  R a t e  w a s  r e d u c e d  f r o m  1 7 . 3 0  p e r  c e n t  t o  1 7 . 0 0
pe r  cen t .

L i qu i d  a s s e t s  r a t i o  o f  comme rc i a l  b anks’ and  F IA  i n s t i t u t i ons  i n  r e spec t  o f
l oca l  and  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom t h i r t y - t h r e e  pe r  c en t
( 33%)  t o  t h i r t y - two  pe r  c en t  ( 32%) .

C a s h  r e s e r v e  r a t i o  o f  c o m m e r c i a l  b a n k s ’ and  F IA  i n s t i t u t i ons  i n  r e spec t  o f
l oca l  a nd  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom f i f t e en  pe r  c en t  ( 15%)  to
fou r t e en  pe r  c en t  ( 14%) .

T h e  m a x i m u m  l i q u i d  a s s e t  r a t i o  f o r  B u i l d i n g  s o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rcen t age  po i n t  r e su l t i ng  i n  t h e  dua l  l i qu id  a s s e t  r a t i o s  o f  f i v e  pe r  c en t  and
t h i r t y - two  pe r  c en t  ( 5% and  32%)  fo r  Bu i l d i ng  Soc i e t i e s .

T h e  m a x i m u m  c a s h  r e s e r v e  r a t i o  f o r  B u i l d i n g  S o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rc en t ag e  po i n t  r e su l t i n g  i n  dua l  c a sh  r e s e r v e  r a t i o s  o f  one  pe r  c en t  a nd
f o u r t e e n  p e r  c e n t  ( 1 %  a n d  1 4 % )  i n  r e s p e c t  o f  l o c a l  a n d  f o r e i g n  c u r r e n c y
depos i t s .

3 0 - d a y  R e v e r s e  R e p u r c h a s e  R a t e  w a s  r e d u c e d  f r o m  1 7 . 0 0  p e r  c e n t  t o  1 6 . 7 5
pe r  cen t .

3 0 - d a y  R e v e r s e  R e p u r c h a s e  R a t e  w a s  r e d u c e d  f r o m  1 6 . 7 5  p e r  c e n t  t o  1 6 . 4 5
pe r  cen t .

L i qu i d  a s s e t s  r a t i o  o f  comme rc i a l  b anks’ and  F IA  i n s t i t u t i ons  i n  r e spec t  o f
l oca l  a nd  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom  t h i r t y - two  pe r  c en t  ( 32%)
to  t h i r t y -one  pe r  cen t  ( 31%) .

C a s h  r e s e r v e  r a t i o  o f  c o m m e r c i a l  b a n k s ’ and  F IA  i n s t i t u t i ons  i n  r e spec t  o f
l oca l  a nd  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom  fou r t e en  pe r  c en t  ( 14%)  t o
t h i r t e en  pe r  c en t  ( 13%) .

T h e  m a x i m u m  l i q u i d  a s s e t  r a t i o  f o r  B u i l d i n g  s o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rcen t age  po i n t  r e su l t i ng  i n  t h e  dua l  l i qu id  a s s e t  r a t i o s  o f  f i v e  pe r  c en t  and
t h i r t y -one  pe r  c en t  ( 5% and  31%)  fo r  Bu i l d i ng  Soc i e t i e s .

B .  M o n e t a r y  P o l i c y  D e v e l o p m e n t s :   A p r i l  2 0 0 0  t o  J u n e  2 0 0 1

2 7 / 0 4 / 2 0 0 0

0 1 / 0 6 / 2 0 0 0

2 8 / 0 7 / 2 0 0 0

1 1 / 0 8 / 2 0 0 0

0 1 / 0 9 / 2 0 0 0
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T h e  M a x i m u m  c a s h  r e s e r v e  r a t i o  f o r  B u i l d i n g  S o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rc en t ag e  po i n t  r e su l t i n g  i n  dua l  c a sh  r e s e r v e  r a t i o s  o f  one  pe r  c en t  a nd
t h i r t e e n  p e r  c e n t  ( 1 %  a n d  1 3 % )  i n  r e s p e c t  o f  l o c a l  a n d  f o r e i g n  c u r r e n c y
depos i t s .

B a n k  o f  J a m a i c a  i n t r o d u c e s  2 7 0 - d a y  a n d  3 6 5 - d a y  r e v e r s e  r e p u r c h a s e
i n s t r umen t s  a t  17 . 6  and  18 . 0  pe r  c en t  r e spec t i v e l y .

I n t e r e s t  r a t e s  on  t h e  270 -day  a nd  365 -day  i n s t r umen t s  we r e  i n c r e a s ed  t o  20 . 0
and  22 . 0  p e r  c en t  r e spec t i v e l y .

I n t e r e s t  r a t e s  o n  t h e  2 7 0 - d a y  a n d  3 6 5 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  1 7 . 6
and  18 . 0  p e r  c en t  r e spec t i v e l y .

I n t e r e s t  r a t e s  on  t h e  270 -day  a nd  365 -day  i n s t r umen t s  we r e  i n c r e a s ed  t o  20 . 0
and  22 . 0  p e r  c en t  r e spec t i v e l y .

I n t e r e s t  r a t e  on  t h e  365 -day  i n s t r umen t  was  r educed  t o  21  pe r  c en t .

I n t e r e s t  r a t e s  o n  t h e  3 6 5 - d a y  a n d  2 7 0 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  2 0 . 0 0
pe r  c en t  a nd  19 . 25  pe r  c en t  r e spec t i v e l y .

I n t e r e s t  r a t e s  o n  t h e  3 6 5 - d a y  a n d  2 7 0 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  1 9 . 5 0
pe r  c en t ,  a nd  18 . 75  pe r  c en t  r e spec t i v e l y .

L i q u i d  a s s e t s  r a t i o  o f  c o m m e r c i a l  b a n k s ’ a n d  F I Ains t i t u t ions  i n  r espec t  o f
l oca l  a nd  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom t h i r t y -one  pe r  c en t  ( 31%)
to  t h i r t y  pe r  c en t  ( 30%) .

C a s h  r e s e r v e  r a t i o  o f  c o m m e r c i a l  b a n k s ’ a n d  F I Ains t i t u t ions  i n  r espec t  o f
l oca l  a nd  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom t h i r t e en  pe r  c en t  ( 13%)  to
t w e l v e  p e r  c e n t  ( 1 2 % ) .

T h e  m a x i m u m  l i q u i d  a s s e t  r a t i o  f o r  B u i l d i n g  s o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rcen t age  po i n t  r e su l t i ng  i n  t h e  dua l  l i qu id  a s s e t  r a t i o s  o f  f i v e  pe r  c en t  and
t h i r t y  p e r  c e n t  ( 5 %  a n d  3 0 % )  f o r  B u i l d i n g  S o c i e t i e s .

T h e  m a x i m u m  c a s h  r e s e r v e  r a t i o  f o r  B u i l d i n g  S o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rc en t ag e  po i n t  r e su l t i n g  i n  dua l  c a sh  r e s e r v e  r a t i o s  o f  one  pe r  c en t  a nd
t w e l v e  p e r  c e n t  ( 1 %  a n d  1 2 % )  i n  r e s p e c t  o f  l o c a l  a n d  f o r e i g n  c u r r e n c y
depos i t s .

1 8 / 0 9 / 2 0 0 0

0 4 / 1 0 / 2 0 0 0

2 3 / 1 0 / 2 0 0 0

2 4 / 1 1 / 2 0 0 0

2 8 / 1 2 / 2 0 0 0

1 4 / 0 2 / 2 0 0 1

2 0 / 0 2 / 2 0 0 1

0 1 / 0 3 / 2 0 0 1
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B a n k  o f  J a m a i c a  Q u a r t e r l y  M o n e t a r y  P o l i c y  R e p o r t ,  A p r i l  -  J u n e  2 0 0 1

0 8 / 0 3 / 2 0 0 1

1 2 / 0 3 / 2 0 0 1

2 2 / 0 3 / 2 0 0 1

11 / 04 / 2001

2 1 / 0 5 / 2 0 0 1

0 1 / 0 6 / 2 0 0 1

0 8 / 0 6 / 2 0 0 1

In t e r e s t  r a t e s  on  t h e  365 -day ,  270 -day ,  i n s t r umen t s  we r e  r educed  t o  19 . 00  pe r
cen t ,  18 .25  pe r  cen t  r e spec t i v e l y .

I n t e r e s t  r a t e s  on  t h e  365 -day ,  270 -day ,  180 -day ,  120 -day ,  90 -day ,  60 -day  and
3 0 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  1 8 . 5 0  p e r  c e n t ,  1 7 . 7 5  p e r  c e n t ,  1 6 . 7 0  p e r
c e n t ,  1 6 . 4 0  p e r  c e n t ,  1 6 . 2 5  p e r  c e n t ,  1 6 . 1 5  p e r  c e n t  a n d  1 6 . 0 0  p e r  c e n t
r espec t i ve ly .

I n t e r e s t  r a t e s  on  t h e  365 -day ,  270 -day ,  180 -day ,  120 -day ,  90 -day ,  60 -day  and
3 0 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  1 7 . 7 5  p e r  c e n t ,  1 7 . 0 0  p e r  c e n t ,  1 6 . 1 5  p e r
c e n t ,  1 5 . 8 0  p e r  c e n t ,  1 5 . 7 0  p e r  c e n t ,  1 5 . 6 0  p e r  c e n t  a n d  1 5 . 5 0  p e r  c e n t
r espec t i ve ly .

I n t e r e s t  r a t e s  o n  t h e  3 6 5 - d a y  a n d  2 7 0 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  1 7 . 5 0
pe r  c en t  a nd  16 . 75  pe r  c en t  r e spec t i v e l y .

I n t e r e s t  r a t e s  on  t h e  365 -day ,  270 -day ,  180 -day ,  120 -day ,  90 -day ,  60 -day  and
3 0 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  1 6 . 5 0  p e r  c e n t ,  1 5 . 7 0  p e r  c e n t ,  1 5 . 3 0  p e r
c e n t ,  1 5 . 0 5  p e r  c e n t ,  1 4 . 9 5  p e r  c e n t ,  1 4 . 8 5  p e r  c e n t  a n d  1 4 . 7 5  p e r  c e n t
r espec t i ve ly .

L i qu i d  a s s e t s  r a t i o  o f  comme rc i a l  b anks’ and  F IA  i n s t i t u t i ons  i n  r e spec t  o f
l oca l  a nd  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom t h i r t y  pe r  c en t  ( 30%)  to
t w e n t y  n i n e  p e r  c e n t  ( 2 9 % ) .

C a s h  r e s e r v e  r a t i o  o f  c o m m e r c i a l  b a n k s ’ and  F IA  i n s t i t u t i ons  i n  r e spec t  o f
l oca l  a nd  fo r e i gn  cu r r ency  l i ab i l i t i e s  r educed  f rom  twe l v e  pe r  c en t  ( 12%)  t o
e l e v e n  p e r  c e n t  ( 1 1 % ) .

T h e  m a x i m u m  l i q u i d  a s s e t  r a t i o  f o r  B u i l d i n g  s o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rcen t age  po i n t  r e su l t i ng  i n  t h e  dua l  l i qu id  a s s e t  r a t i o s  o f  f i v e  pe r  c en t  and
t w e n t y  n i n e  p e r  c e n t  ( 5 %  a n d  2 9 % )  f o r  B u i l d i n g  S o c i e t i e s .

T h e  m a x i m u m  c a s h  r e s e r v e  r a t i o  f o r  B u i l d i n g  S o c i e t i e s  w a s  r e d u c e d  b y  o n e
pe rc en t ag e  po i n t  r e su l t i n g  i n  dua l  c a sh  r e s e r v e  r a t i o s  o f  one  pe r  c en t  a nd
e l e v e n  p e r  c e n t  ( 1 %  a n d  1 1 % )  i n  r e s p e c t  o f  l o c a l  a n d  f o r e i g n  c u r r e n c y
depos i t s .

I n t e r e s t  r a t e s  on  t h e  365 -day ,  270 -day ,  180 -day ,  120 -day ,  90 -day ,  60 -day  and
3 0 - d a y  i n s t r u m e n t s  w e r e  r e d u c e d  t o  1 5 . 9 0  p e r  c e n t ,  1 5 . 3 5  p e r  c e n t ,  1 5 . 0 0  p e r
c e n t ,  1 4 . 8 0  p e r  c e n t ,  1 4 . 7 0  p e r  c e n t ,  1 4 . 6 0  p e r  c e n t  a n d  1 4 . 5 0  p e r  c e n t
r espec t i ve ly .
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B a n k   o f  J a m a i c a  Q u a r t e r l y  M o n e t a r y  P o l i c y  R e p o r t ,  A p r i l  -  J u n e  2 0 0 1

2 5 / 0 6 / 2 0 0 1

2 9 / 0 6 / 2 0 0 1

I n t e r e s t  r a t e s  o n  t h e  1 8 0 - d a y ,  1 2 0 - d a y ,  9 0 - d a y ,  6 0 - d a y  a n d  3 0 - d a y
i n s t r umen t s  we r e  r educed  t o  14 . 75  p e r  c en t ,  1 4 . 55  p e r  c en t ,  1 4 . 45  p e r  c en t ,
14 . 35  pe r  c en t  a nd  14 . 25  pe r  c en t  r e spec t i v e l y .

T h e  B a n k  o f  J a m a i c a  i n t r o d u c e d  C e r t i f i c a t e s  o f  D e p o s i t  t o  t h e  r a n g e  o f
i n s t r u m e n t s  u s e d  i n  o p e n  m a r k e t  o p e r a t i o n s .  A l l  t h e  t e r m s  a n d  c o n d i t i o n s
app l i c ab l e  t o  Reve r s e  Repu rchas e  t r a n s ac t i ons  app l y  t o  Ce r t i f i c a t e s  o f
Depos i t ,  w i t h  t h e  excep t i on  t h a t  t h e  l a t t e r  i s  cove r ed  by  t h e  c en t r a l  b ank’s
as s e t s  a s  a g a i n s t  Gove r nmen t  s ecu r i t i e s .  Cen t r a l  Bank  depos i t s  wh i ch  a r e
ma in t a i n ed  i n  s t a t emen t  fo rm  ( i . e .  no  phys i ca l  c e r t i f i c a t e  i s  i s sued )  w i l l
con t i n u e  t o  b e  u s ed  fo r  p l a c emen t s  o f  s even  ( 7 )  d ays  o r  l e s s .
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B a n k  o f  J a m a i c a  Q u a r t e r l y  M o n e t a r y  P o l i c y  R e p o r t ,  A p r i l  -  J u n e  2 0 0 1

C .  S u m m a r y  T a b l e s

LOCAL BOND MARKET
GOJ Maturities April - June 2001

1A

Maturity
Date

0 3  A p r  2 0 0 1

1 5  M a y  2 0 0 1

1 5  M a y  2 0 0 1

3 0  M a y  2 0 0 1

3 1  M a y  2 0 0 1

2 0  J u n  2 0 0 1

3 0  J u n  2 0 0 1

Stock Name

V R  L R S  2 0 0 1

G O J  I n v  D e b  2 0 0 1 A
S e r  K

V R  L R S :

2 0 0 1 B

2 0 0 1 C

2 0 0 1 D

V R  L R S  2 0 0 1 G

G O J  I n v  D e b  2 0 0 1
S e r  A

F R  L R S  2 0 0 1 / 2 0 0 2

V R  L R S  9 9 / 2 0 0 8 ( F )

Amount
J $ M N

1  543 .8

1  169 .4

204 .4

1  154 .4

3  033 .8

4  822 .4

1  440 .1

2  0 0 0

2 .4

Applicable
Interest  

Rate

2 0 . 2 8 %

1 9 . 1 3 %

1 8 . 1 3 %

1 8 . 6 3 %

1 9 . 6 3 %

2 1 . 0 2 %

2 1 . 0 3 %

1 9 . 5 %

2 2 . 1 6 %

After-tax
return b/

1 5 . 2 1 %

1 4 . 3 5 %

1 3 . 6 0 %

1 3 . 9 7 %

1 4 . 7 2 %

1 5 . 7 7 %

1 5 . 7 7 %

1 4 . 6 3 %

1 6 . 6 2 %

Features

Var i ab l e  r a t e  r ep r i c i ng  a t  3 . 0  pp  above
Treasu ry  B i l l  r a t e  a/

Var i ab l e  r a t e  r ep r i c i ng  a t  2 . 0  pp  above
Treasu ry  B i l l  r a t ea/

Var i ab l e  r a t e  r ep r i c i ng  a t  1 .0  pp  and
Treasu ry  B i l l  r a t ea/

Var i ab l e  r a t e  r ep r i c i ng  a t  1 . 5  pp  above
Treasu ry  B i l l  r a ta/e

Va r i ab l e  r a t e  r ep r i c i ng  a t  2 . 5  pp  above
Treasu ry  B i l l  r a t ea/

Var i ab l e  r a t e  2 . 75  pp  above  T reasu ry
Bi l l  r a tea/

Var i ab l e  r a t e  3 . 75  pp  above  T reasu ry
Bi l l  r a tea/

Non -Ma rk e t  S ecu r i t y

Non -Ma rk e t  S ecu r i t y

Source: Debt Management Unit, Ministry of Finance & Planning

Notes:
a/  Rate above Treasury is the 6-month Treasury bill rate in effect at the beginning of the interest period.
b/  The withholding tax of 25% on interest income has been in effect since 01 May 2000.
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B a n k   o f  J a m a i c a  Q u a r t e r l y  M o n e t a r y  P o l i c y  R e p o r t ,  A p r i l  -  J u n e  2 0 0 1

LOCAL BOND MARKET
GOJ Issues April - June 2001

1B

Issue
Date

0 5  A p r  2 0 0 1

2 6  A p r  2 0 0 1

1 7  M a y  2 0 0 1

3 1  M a y  2 0 0 1

0 7  J u n  2 0 0 1

1 5  J u n  2 0 0 1

2 1  J u n  2 0 0 1

Stock Name

Loca l  Reg i s t e r ed  S tocks :
2 0 0 6 A B ,  2 0 0 8 A B ,  2 0 1 1 A B

Loca l  Reg i s t e r ed  S tocks :
2 0 0 6 A C ,  2 0 0 8 A C ,  2 0 1 3 A A

Loca l  Reg i s t e r ed  S tocks :
2 0 0 6 A D ,  2 0 0 8 A D ,  2 0 1 3 A B

Loca l  Reg i s t e r ed  S tocks :
2 0 0 6 A E ,  2 0 0 8 A E ,  2 0 1 3 A C

Loca l  Reg i s t e r ed  S tocks :
2 0 0 4 A A ,  2 0 0 8 A F ,  2 0 1 1 A C

U S $  I n d e x e d  B o n d  1 2 %  2 0 0 6

Loca l  Reg i s t e r ed  S tocks :
2 0 0 6 A F ,  2 0 0 8 A G ,  2 0 1 3 A D

Amount
Raised
J $ M N

1  2 9 7 . 5 2

1  2 5 6 . 6

1  8 2 4 . 4 3

1  9 6 3 . 8 7

1  9 8 1 . 8 5

1  1 2 7 . 7 8

1  9 1 8 . 1 0

Features

Auc t i on ed  I n s t r umen t s  h av i ng  t a x ab l e  a v e r ag e  y i e l d s
o f  1 8 . 5 4 % ,  1 8 . 8 6 % ,  a n d  1 8 . 8 0 %  r e s p e c t i v e l y .

Auc t i on ed  I n s t r umen t s  h av i ng  t a x ab l e  a v e r ag e  y i e l d s
o f  1 8 . 1 0 % ,  1 8 . 2 7 %  a n d  1 7 . 9 8 %  r e s p e c t i v e l y .

The  12 -yea r  t e no r  was  be i ng  o f f e r ed  fo r  t h e  f i r s t
t ime .

Auc t i on ed  I n s t r umen t s  h av i ng  t a x ab l e  a v e r ag e  y i e l d s
o f  1 7 . 4 0 % ,  1 7 . 5 3 %  a n d  1 7 . 1 8 %  r e s p e c t i v e l y .

Auc t i on ed  I n s t r umen t s  h av i ng  t a x ab l e  a v e r ag e  y i e l d s
o f  1 6 . 2 2 % ,  1 6 . 3 5 %  a n d  1 6 . 2 0 %  r e s p e c t i v e l y .

Auc t i on ed  I n s t r umen t s  h av i ng  t a x ab l e  a v e r ag e  y i e l d s
o f  1 5 . 9 4 % ,  1 6 . 0 1 %  a n d  1 5 . 9 9 %  r e s p e c t i v e l y .

F i xed  i n t e r e s t  r a t e  o f  12%,  pa id  s em i - annua l l y ,  and  i s
s . t .  w i t hho ld i ng  t ax .

R a t e  o f  e x c h a n g e  f o r  p a y m e n t  i s  t h e  1 0 - d a y  m o v i n g
ave r age  s e l l i ng  r a t e  t imes  a  f ac to r  o f  1 . 005 .

A l l  p r i nc i p a l  a nd  i n t e r e s t  t o  b e  made  i n  J ama i c a
do l l a rs .

Auc t i on ed  I n s t r umen t s  h av i ng  t a x ab l e  a v e r ag e  y i e l d s
o f  1 6 . 1 6 % ,  1 6 . 4 2 %  a n d  1 6 . 1 2 %  r e s p e c t i v e l y .

Source: Debt Management Unit, Ministry of Finance & Planning

Notes:
a/  The withholding tax of 25% on interest income has been in effect since 01 May 2000.
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Component Contribution to Inflation
All Jamaica

April - June 2001

2

Weight in
CPI

0.5563
0 .0741
0 .1613
0 .0668

0 .0864
0 .0525
0 .0650
0 .0502

0.0735
0 .0482
0 .0253

0.0786
0 .0209
0 .0577

0.0283
0 .0068
0 .0215

0.0697

0.0507
0 .0055
0 .0242
0 .0159
0 .0051

0.0644

0.0785

1.0000

Inflation
(%)

1.1
1 .3
0 .0
0 .5

0 .9
4 .1
1 .9
0 .9

2.7
0 .6
4 .4

2.0
18 .3
-1.9

2.2
7 .0
0 .4

1.5

1.0
0 .4
0 .9
1 .5
0 .5

23.2

3.3

2.91

Contribution
(%)

19.7
3 .2

-0.1
1 .2

2 .7
7 .3
4 .1
1 .5

4.8
1 .0
3 .8

9.2
12 .9
-3.8

1.9
1 .6
0 .3

3.4

1.7
0 .1
0 .8
0 .8
0 .1

50.6

8.7

100.0

Groups and Sub-groups

F O O D  &  D R I N K
- M e a l s  A w a y  f r o m  H o m e
- Mea t  Pou l t r y  &  F i s h
- D a i r y  P r o d u c t s  O i l s  &  F a t s
- B a k e d  P r o d u c t s  C e r e a l s

&  B r e a k f a s t  D r i n k s
- S t a r chy  Foods
- Vege t ab l e s  &  F ru i t s
- O t h e r  F o o d  &  B e v e r a g e s

F U E L S  &  O T H E R  H O U S E H O L D  S U P P L I E S
- H o u s e h o l d  S u p p l i e s
- Fue l s

H O U S I N G  &  O T H E R  H O U S I N G  E X P E N S E S
- Ren t a l
- O t h e r  H o u s i n g  E x p e n s e s

H O U S E H O L D  F U R N I S H I N G S  &  F U R N I T U R E
- Furn i t u re
- Fu rn i sh i ngs

H E A L T H C A R E  &  P E R S O N A L  E X P E N S E S

P E R S O N A L  C L O T H I N G  F O O T W E A R  &  A C C .
- C lo th i ng  Ma t e r i a l s
- R e a d y m a d e  C l o t h i n g  &  A c c e s s o r i e s
- F o o t w e a r
- M a k i n g  &  R e p a i r s

TRANSPORTATION

M I S C E L L A N E O U S  E X P E N S E S

A L L  G R O U P S
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Inflation Rates (%)

3

CPI Index
(e.o.p.)

1 115.9
1 182.5
1 281.7
1  2 0 5 . 9
1  2 3 7 . 6
1  2 6 5 . 9
1  2 8 1 . 7

1 364.3
1  311 .4
1  3 4 9 . 3
1  3 4 2 . 6
1  3 6 4 . 3

1  4 0 4 . 0

Head-l ine
(quarter)

8.8
6.0
8.4
2 .0
2 .6
2 .3
1 .3

6.4
2 .3
2 .9

-0.5
1 .6

2 .9

Core
(quarter)

5.0
2.9
4.0
0 .9
1 .4
0 .9
0 .8

4.2
1 .1
1 .2
0 .8
1 .0

1 .0

1997/1988
1998/1999
1999/2000

J un e
S e p t e m b e r
D e c e m b e r
M a r c h

2000/2001
J un e
S e p t e m b e r
D e c e m b e r
M a r c h

2001/2002
J un e

Monetary Aggregates
(End of Period - J$MN)

4

M1J

22 687.6
26 564.6

2 8  6 9 0 . 0
3 0  8 8 1 . 5
3 3  5 4 5 . 8
3 1  6 8 6 . 8

3 2  0 1 7 . 2
3 0  5 2 7 . 0
3 3  8 3 2 . 3
3 2  7 8 3 . 8

3 2  9 5 1 . 4

M1*

25 790.6
30 306.5

32  037 .2
35  690 .7
39  069 .2
37  311 .4

37  737 .7
35  897 .9
38  111 .4
36  970 .0

38  015 .3

M2J

71 272.7
79 732.5

83  888 .0
90  181 .6
93  678 .1
92  865 .8

95  966 .4
96  419 .1

1 0 0  7 4 7 . 1
1 0 0  7 4 6 . 3

1 0 2  0 0 2 . 8

1997/1998
1998/1999
1999/2000

J un e
S e p t e m b e r
D e c e m b e r
M a r c h

2000/2001
J un e
S e p t e m b e r
D e c e m b e r  r

M a r c h  r

2001/2002
J u n e  p

M2*

92 957.2
103 612.3

1 0 7  9 3 4 . 1
117  317 . 4
1 2 0  2 6 0 . 0
1 2 2  9 0 5 . 4

1 2 5  4 9 8 . 3
1 2 8  0 6 7 . 1
1 3 2  9 9 7 . 8
1 3 3  7 9 0 . 6

1 3 5  7 0 9 . 0

M 3 J

82 459.3
90 474.3

98  152 .3
1 0 5  7 1 2 . 4
1 0 8  8 8 2 . 5
1 0 9  1 2 3 . 2

113  634 . 3
115  248 . 5
119  962 . 1
1 2 0  7 8 9 . 7

1 2 3  5 6 0 . 7

M3*

104 138.2
114 354.2

1 2 2  1 9 8 . 5
1 3 2  8 4 8 . 5
1 3 6  1 2 4 . 5
1 3 9  1 6 2 . 8

1 4 3  1 6 6 . 2
1 4 6  8 9 6 . 6
1 5 2  2 2 6 . 0
1 5 3  9 0 6 . 9

1 5 7  2 6 6 . 9

J -   Includes local currency liabilities only
* -    Includes local and foreign currency liabilities; 
r -   revised
p -   preliminary
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COMPONENTS OF CHANGE IN MONEY SUPPLY
2000/01  (Flows - J$MN)

5

1999/00

13 112.0
1 663.5
3 436.7
3 870.4
4 141.4

6 026.6

19 138.6

5 372.3
77.3

4 846.5
9 422.2

-4 575.7

-1 417.1

10 259.6

19 138.6

6 158.9
-547.9

Jun-00

3 122.7
281.0
71.5

1 951.1
819.1

1 388.2

4 511.0

2 251.2
8.0

12 873.4
12 900.7

-27.3

-5 575.3

-5 046.2

4 511.1

-507.7
476.0

Sept-00

452.5
207.5

-1 697.8
347.9

1 594.9

1 161.7

1 614.3

7 608.0
26.0

-3 543.5
-3 407.9

-135.6

-6 819.4

4 343.2

1 614.3

2 116.2
529.8

M2J
Currency
Demand Deposi ts
Savings Deposits
Time Deposits

OTHER DEPOSITS

TOTAL(M3J)

N.I.R. of B.O.J.
M & LTFL of B.O.J.
Banking System Credit

Public Sector
Private Sector

Open Market Operations

Other

TOTAL

M e m o :
Foreign Currency Deposits
Foreign Currency Loans

Dec-00*

4 327.4
3 000.2

304.2
1 305.9
-282.9

438.7

4 766.0

1 531.4
111.7

8 623.6
6 566.9
2 056.7

84.7

-5 585.5

4 765.9

603.4
-62.5

Mar-01*

-72.8
-1 724.4

677.0
417.5
557.1

848.1

775.2

14 254.7
14.6

-7 509.6
-6 610.7

-898.9

-9 640.5

3 656.0

775.2

865.6
375.3

Jun -01*

1 329.4
115.6
52.0

1 522.0
-360.2

1 441.6

2 771.0

11 846.7
0.0

6 290.7
6 075.9

214.8

-12 723.1

-2 643.3

2 771.0

589.1
-209.1

*  Provisional

1998/99

8 454.4
1 811.3
2 065.8
2 064.7
2 512.6

10.5

8 464.9

-512.5
159.6

20 330.7
23 403.0
-3 072.3

-5 805.1

-5 707.8

8 464.9

2 201.0
2 527.3

1997/98

4 610.9
2 267.7

682.2
3 988.0

-2 327.0

3 130.6

7 741.5

-3 824.1
161.7

29 260.7
30 515.8
-1 255.1

-4 726.5

-13 130.3

7 741.5

3 780.3
-2 030.9

Sources of Change in Money Supply
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SELECTED INTEREST RATES (%)
(End of Period)  

6A

Fixed Deposit*
3-6 months

12.00 - 30.00
10.50 - 18.75
11.00 - 17.50
10.00 - 17.50
10.00 - 17.50
11.00 - 17.50
11.00 -17.50

10.00 - 17.50
10.00 - 17.05
10.00 - 17.05
10.00 - 17.00

8.75 - 17.00

6-12 months

12.00 - 25.00
9.50 - 18.75

11.50 - 16.50
10.00 - 17.00
10.00 - 17.00
11.50 -16.50

11.50 - 16.50

10.00 - 16.50
10.00 - 17.05
10.00 - 17.60
10.00 - 16.75

8.75 - 15.00

Savings
Deposits

(Average)

13.02
12.09
11.38
11.96
11.50
11.38
11.38

10.11
9.96
9.86
9.84

9.45

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June
September
December  
March  

2001/2002
June 

Loan Rate
(Average)

44.17
38.60
33.92
37.89
35.92
33.92
33.92

33.00
31.50
31.67
31.33

30.67

Fixed 
Deposit Rate

(WeightedAverage)

17.04
14.63
12.99
14.08
13.47
13.27
12.99

12.74
12.59
12.21
12.13

n.a.

Loan Rate
(Weighted
Average)

32.09
29.65
24.32
27.12
26.16
24.64
24.32

23.48
22.23
22.12
21.49

n.a.

* Relate to deposits of $100 000 and over
n.a. - not available

GOJ TREASURY BILL YIELDS
(End of Period)  

6B

3-month

27.75

17.82
20.24
18.63
19.92
17.82

17.68
16.62

6-month

27.99

17.96
20.16
19.21
22.03
17.96

17.47
17.13
20.16
16.88

16.20

9-month

18.30
20.45

21.43
18.30

17.88
16.91
19.67

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June
September
December  
March 

2001/2002
June 

12-month

21.67
18.37
20.05
20.20
22.00
18.37

18.10
16.94
20.98
17.86

BOJ 30-day
Reverse Repurchases

29.00
20.75
17.30
18.85
18.35
18.35
17.30

17.00
16.45
16.45
15.50

14.25
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EXTERNAL TRADE - GOODS EXPORTS (f.o.b.)
(Flows - US$MN)

7

Sugar

81.1
98.3

103.5
54.6
5.5
0.0

43.4

69.4
33.6
6.2
0.0

29.6

Bananas

44.1
33.1
26.5

7.6
7.5
6.3
5.2

22.3
5.5
6.2
6.1
4.5

Other
Traditional

67.6
57.8
68.9
15.2
19.8
16.6
17.3

74.8
20.5
18.3
17.0
19.0

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June 
September
December
March

Non-
Traditional

416.8
371.7
346.9
88.9
92.4
84.9
80.7

330.9
90.6
81.7
91.3
67.3

Other

364.2
321.7
289.4

71.6
80.5
71.6
67.6

284.9
76.7
81.0
76.4
50.8

Total
Goods Export

1 702.9
1 552.3
1 550.8

403.7
379.3
369.5
398.3

1 509.0
405.2
365.4
386.1
352.3

Alumina

657.4
587.9
666.6
145.5
166.0
182.0
171.1

670.6
167.9
163.8
181.4
157.5

Bauxite

71.7
82.7
49.2
20.3

7.6
8.1

13.1

56.1
10.4

8.2
13.9
23.6

EXTERNAL TRADE - GOODS IMPORTS (c.i.f)
(Flows - US$MN)

8

Capital
Goods

623.2
553.3
508.4
123.6
104.8
130.1
149.9

519.1
119.2
120.2
121.8
157.9

Other

204.0
191.4
180.7
47.1
50.9
42.0
40.8

167.6
42.4
43.5
53.9
27.8

Total
Imports

3 347.5
3 173.3
3 268.2

786.6
768.9
880.6
832.1

3 415.0
832.3
832.1
884.3
866.3

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June 
September
December
March

Raw
Materials

1 587.5
1 505.0
1 614.0

395.5
385.7
410.5
422.3

1 745.8
442.2
422.6
426.1
454.9

Consumer
Goods

932.8
923.6
965.0
220.4
227.5
298.0
219.1

982.5
228.5
245.8
282.5
225.7



56 Appendices ,  Summary Tables

B a n k   o f  J a m a i c a  Q u a r t e r l y  M o n e t a r y  P o l i c y  R e p o r t ,  A p r i l  -  J u n e  2 0 0 1

BALANCE OF PAYMENTS SUMMARY
(Flows - US$MN) 

9

1999/00

-372.8
-1 251.3
1  5 5 0 . 6
2  8 0 1 . 9

553.2
-241 .6

1  0 5 8 . 3
-263 .5
-698.1
-369.1

67.3
-436 .4
694.6

72.8
621 .6
372.8

17.7
17.7

9.0
8.7

355.1
358 .1

-123 .2

242 .2
-122 .0

2000/01

-369.4
-1 426.6
1  508 .5
2  935 .1

617.9
-229 .4

1  136 .2
-288 .9
-808.7
-383.3

67 .3
-450 .6
822.6
131 .8
690 .8
369.4

17.9
17 .9
10 .8

7.1
351.5
355 .1
353 .4

225 .8
-582 .8

Jun-00

-44.3
-313.3
405 .1
718 .4
153.3
- 55 .3
272 .9
-64 .3

-160.0
-107.3

6 .1
-113 .4
223.0

67 .3
155 .7

44.3
5.0
5 .0
3 .2
1 .8

39.3
60 .0

-52 .7

85 .0
-53 .0

1. Current Account
A. Goods Balance

Expor ts  ( f .o .b . )
Impor ts  ( f .o .b . )

B. Services Balance
Transpor t a t ion
Trave l
O th e r  Se r v i c e s

Goods & Services Balance
C. Income

C o m p e n s a t i o n  o f  E m p l o y e e s
I n v e s t m e n t  I n c o m e

D. Current Transfers
G e n e r a l  G o v e r n m e n t
O th e r  S ec to r s

2. Capital  & Financial  Account
A. Capital  Account

Cap i t a l  T rans f e r s
G e n e r a l  G o v e r n m e n t
O the r  Sec to r s

B. Financial  Account
Di r ec t  I nves tmen t
Othe r  Of f i c i a l  I nves tmen t
O the r  P r i v a t e  I nves tmen t

( i n c l ud i ng  n e t  e r ro r s  &  om i s s i ons )
Rese r v e s  (m i nus  =  i n c r e a s e )

Sept-00

-85.8
-350.4
365 .1
715 .5
157.8
-58 .7
293 .7
-77.2

-192.6
-62.1
23.2

-85.3
168.9

10.2
158 .7

85.8
3.8
3.8
2.1
1.7

82.0
38.8

176 .0

46.2
-179 .0

Dec-00

-105.2
-372.1
386 .0
758 .1
133.9
- 64 .0
264 .4
-66 .5

-238.2
-84.1
32 .5

-116 .6
217.1

34 .0
183 .1
105.2

5.7
5 .7
3 .0
2 .7

99.5
39 .7

115 .8

-22 .0
-34 .0

Mar-01

-134.1
-390.8
3 5 2 . 3
7 4 3 . 1
172.9
- 51 .4
3 0 5 . 2
-80 .9

-217.9
-129.8

5 .5
-135 .3
213.6

20 .3
1 9 3 . 3
134.1

3.4
3 .4
2 .5
0 .9

130.7
2 1 6 . 6
114 .3

116 .6
-316 .8

1998/99

-252.6
-1 142.4
1  552 .3
2  694 .7

536.2
-261 .5

1  026 .3
-228 .6
-606.2
-282.5

61 .9
-344 .4
636.1

46 .9
589 .2
252.6

18.3
18 .3

6.2
12 .1

234.3
352 .8
-89.6

-42.5
13 .6

BANK OF JAMAICA: NET INTERNATIONAL RESERVES
(End of Period)

International
Reserves (Net)

594.1
579.3

590.6
521.0
446.3
700.8

756.5
935.5
969.5

1 286.3

1 540.5

Goods

13.3
13.5

13.3
12.0
10.5
15.2

15.0
17.9
18.3
24.0

27.3

Goods & Services

9.3
9.2

9.0
8.1
7.1

10.3

10.2
12.3
12.6
16.4

18.6

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June 
September
December
March

2001/2002
June 

Gross Foreign
Liabilities

135.6
120.8

111.3
112.8
105.9
100.5

91.9
86.7
79.3
75.6

71.9

Gross Foreign
Assets

729.7
700.1

701.9
633.8
552.2
801.3

848.3
1 022.1
1 048.8
1 361.9

1 612.5

Weeks of Imports

10
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FOREIGN EXCHANGE SELLING RATES
(J$ per unit of foreign currency-end period)

U K£

60.20
59.64

59.29
63.79
65.80
66.65

62.73
64.15
66.78
64.11

63.94

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June 
September
December
March

2001/2002
June 

Can$

26.40
24.64

25.65
26.72
27.80
29.01

28.17
29.25
29.51
29.17

29.80

US$

36.51
38.28

38.97
40.00
41.42
42.14

42.51
44.83
45.53
45.68

45.82

11

PUBLIC SECTOR SECURITIES
Outstanding Stocks (J$MN)

Government of Jamaica

BOJ
Reverse

Repurchases

29 266.4
30 264.4

114 004.3
30 571.9
26 643.9
27 371.6
29 416.9

154 812.8
30 067.3
32 945.8
42 156.5
49 643.2

56 168.3

E n d
P e r i o d

1997/1998
1998/1999

1999/2000
June
September
December
March

2000/2001
June 
September
December
Marchr

2001/2002
June 

Treasury Bills

11 650.0
10 450.0

40 300.0
10 200.0
9 900.0

10 650.0
9 550.0

34 150.0
9 750.0
9 850.0
7 600.0
6 950.0

6 900.0

Local
Registered 

Stocks

75 873.2
105 121.4

486 435.3
112 513.0
116 959.5
130 939.9
126 022.9

546 842.5
131 477.8
132 589.8
134 896.5
159 734.8

110 870.3

12

Bonds*

9 769.7
17 873.4

125 545.5
25 603.0
31 266.7
32 165.4
36 510.4

163 086.3
37 268.0
38 789.9
41 920.6
45 107.7

31 548.0

*  Local Issues 
r   Revised

FINSAC
Bonds

37 982.8
49 873.1
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STOCK MARKET ACTIVITIES
(End of Period)

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June 
September
December
March

2001/2002
June 

Volume
Traded (MN)

878.7
613.4
610.7
165.4
96.8

166.6
181.9

669.4
300.9
95.6

116.5
156.4

2 315.0

Index

20 463.5
19 127.1
27 165.6
19 687.7
20 677.7
21 892.6
27 165.6

29 701.9
31 338.3
31 152.7
28 893.2
29 701.9

35 723.6

13

Value of Stocks
Traded (J$MN)

4 194.5
2 139.7
2 393.2

712.6
549.4
534.8
596.4

3 683.0
1 480.3

591.4
773.0
838.3

3 584.2

*  Includes a  large block transaction arising from the de-listing of UBJ

*

PRODUCTION OF SELECTED COMMODITIES
(flows - 000’ tonnes))

1997/1998
1998/1999
1999/2000

June
September
December
March

2000/2001
June 
September
December
March

2001/2002
June 

Alumina

3 418.0
3 441.0
3 624.5

909.3
904.7
913.6
896.9

3 617.8
893.8
897.9
911.4
914.7

943.4

Bauxite

3 598.4
4 087.0
2 385.9
1 022.8

369.0
419.4
574.7

2 420.4
527.8
372.3
587.1
933.2

888.5

14

Bananas*

75.8
59.3
48.0
12.5
12.8
13.4
9.3

44.1
9.7

10.8
12.2
11.3

11.0

*  Exports

Sugar

173.2
212.1
237.4
101.2

-
-

136.1

185.4
78.2

1.6
3.5

102.1

91.5
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ASSETS AND LIABILITIES
(End of Period - J$MN) 

D.  BANK OF JAMAICA BALANCE SHEET

1999/00

105 350.7
33  653 .3

5  088 .6
27  058 .6

26 .2
1  479 .9

71  697 .4

52  215 .0
19  482 .4

105 350.7

858 .8

1 0 4  4 9 1 . 9

15  557 .9
85  134 .4
32  497 .5
18  479 .3
34  157 .6

2  102 .3
24 .0
84 .4

1  588 .9

Jun-00

110 200.6
3 5  8 4 5 . 1

5  639 .2
2 8  7 1 1 . 4

9 .6
1  484 .9

7 4  3 5 5 . 5

5 3  9 2 7 . 4
2 0  4 2 8 . 1

110 200.6

815 .0

1 0 9  3 8 5 . 6

1 5  6 9 1 . 1
8 8  1 5 2 . 4
3 8  0 2 8 . 3
1 5  8 1 5 . 0
3 4  3 0 9 . 1

2  246 .0
24 .0

819 .7
2  452 .4

Sept-00

117 132.0
4 5  0 6 3 . 4

7  9 2 1 . 0
3 5  5 1 9 . 8

70.4
1  5 5 2 . 2

7 2  0 6 8 . 6

5 2  9 3 3 . 0
1 9  1 3 5 . 6

117 132.0

695 .0

1 1 6  4 3 7 . 0

1 6  0 8 0 . 6
9 3  4 4 7 . 8
40  119 .8
1 5  5 5 3 . 0
3 7  7 7 5 . 0

2  2 4 6 . 0
24.0

873 .2
3  7 6 5 . 4

Assets
Fore i gn

C u r r e n t  A c c o u n t  &  F o r e i g n  C u r r e n c y
B a l a n c e s

T i m e  D e p o s i t s  &  S e c u r i t i e s
H o l d i n g s  o f  S p e c i a l  D r a w i n g  R i g h t s
O t h e r

L o c a l

Pub l i c  Sec to r  Secu r i t i e s
O t h e r  A s s e t s

Liabilities

Fore i gn

L o c a l

Cur r ency  i n  C i r cu l a t i on
Depos i t s
B a n k e r s
G o v e r n m e n t
O t h e r
A l l o c a t i o n  o f  S p e c i a l  D r a w i n g  R i g h t s
Cap i t a l  &  Res e r v e s
O t h e r  R e s e r v e s
Othe r  L i ab i l i t i e s

Dec-00

122 042.5
4 7  6 9 3 . 0

1 1  8 8 8 . 2
3 4  0 8 7 . 6

69 .4
1  6 4 7 . 8

7 4  3 4 9 . 5

5 4  9 0 5 . 5
1 9  4 4 4 . 0

122 042.5

6 7 3 . 1

1 2 1  3 6 9 . 4

2 0  6 4 4 . 0
9 2  7 3 4 . 6
2 8  2 4 3 . 0
1 6  6 8 7 . 3
4 7  8 0 4 . 3

2  2 4 6 . 0
24 .0

8 7 3 . 5
4  8 4 7 . 3

Mar-01

136 282.7
62  139 .6

18  223 .4
42  150 .5

103 .7
1  662 .0

74  143 .1

56  896 .9
17  246 .2

136 282.7

607 .0

1 3 5  6 7 5 . 7

17  685 .1
111  191 . 0

32  173 .3
12  644 .7
66  373 .0

2  246 .0
24 .0

873 .5
3  656 .1

June-01

148 059.3
7 3  7 4 3 . 7

3  7 3 8 . 0
6 8  2 9 0 . 4

15.6
1  6 9 9 . 7

7 4  3 1 5 . 6

5 6  4 6 2 . 8
1 7  8 5 2 . 8

148 059.3

582 .8

1 4 7  4 7 6 . 5

1 7  5 6 5 . 7
1 2 1  2 2 8 . 6

3 0  0 9 2 . 9
4  0 5 3 . 7

8 7  0 8 2 . 0
2  3 4 7 . 0

24.0
939 .6

5  3 7 1 . 6  

1998/99

101 113.8
2 6  5 9 3 . 7

3  3 4 6 . 9
2 0  1 1 5 . 6

15 .3
3  1 1 5 . 9

7 4  5 2 0 . 1

5 3  3 3 1 . 9
2 1  1 8 8 . 2

101 113.8

1  2 1 2 . 7

9 9  9 0 1 . 1

1 3  9 2 4 . 6
8 1  8 2 1 . 0
3 1  6 6 4 . 8
1 7  0 0 8 . 0
3 3  1 4 8 . 2

1  9 9 1 . 9
24 .0
73 .5

2  0 6 6 . 1
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ASSETS AND LIABILITIES
(End of Period - J$MN) 

1999/00

208 218.9
1  442 .7

31  257 .9
28  656 .0
38  260 .8
32  985 .5

5  275 .3
77  454 .3

6  488 .4
24  658 .8

208 218.9
1 3 9  7 6 6 . 2

7  653 .5
276 .3

9  749 .0
3  810 .9

46  963 .0

Jun-00

206 204.3
1  288 .7

36  098 .8
26  227 .8
38  754 .9
33  356 .1

5  398 .8
80  708 .3

3  142 .7
19  983 .1

206 204.3
1 3 7  6 3 1 . 0

5  174 .3
175 .0

9  556 .1
3  514 .1

50  153 .8

Sept-00

215 197.0
1  4 7 1 . 3

3 8  0 0 2 . 6
2 6  8 7 7 . 0
3 9  3 9 0 . 8
3 3  4 8 1 . 4

5  9 0 9 . 4
8 6  1 3 5 . 1

3  5 0 3 . 8
1 9  8 1 6 . 4

215 197.0
1 5 0  8 7 6 . 1

4  9 5 6 . 8
74.7

9  5 1 9 . 8
2  1 0 1 . 2

4 7  6 6 8 . 4

Assets
C a s h
B a l a n c e s  w i t h  B O J
Fo r e i g n  Ass e t s
L o a n s  &  A d v a n c e s

Pr i va t e  Sec to r
Pub l i c  Sec to r

Pub l i c  Sec to r  Secu r i t i e s
Cheques  i n  t h e  P roces s  o f  Co l l e c t i on
O t h e r  A s s e t s

Liabilities
Depos i t s
Fore ign  L i ab i l i t i e s
D i s c o u n t s  &  A d v a n c e s  f r o m  B O J
Loans /Advances  f r om  O the r  I n s t i t u t i on s
C h e q u e s  i n  t h e  P r o c e s s  o f  P a y m e n t
Othe r  L i ab i l i t i e s

Dec-00

221 705.2
3  036 .0

29  199 .7
29  339 .1
40  573 .7
33  876 .9

6  696 .8
88  119 .3

2  936 .5
28  500 .9

221 705.2
1 4 9  6 6 6 . 8

6  592 .4
3  043 .9
9  653 .1
2  560 .3

50  188 .7

Mar-01

224 936.4
1  800 .5

2 7  9 9 2 . 5
3 1  2 1 7 . 1
4 1  3 7 8 . 8
3 3  3 2 1 . 9

8  056 .9
8 7  8 8 8 . 6

4  912 .4
2 9  7 4 6 . 5

224 936.4
1 5 4  9 4 2 . 9

7  777 .4
69 .0

8  847 .7
2  649 .6

5 0  6 4 9 . 8  

1998/99

186 027.2
1  481 .6

30  058 .9
21  375 .7
44  624 .7
39  122 .5

5  502 .2
61  088 .9

4  701 .9
22  695 .5

186 027.2
1 2 2  4 6 2 . 7

6  619 .2
2  047 .4

12  812 .7
2  710 .1

39  375 .1

E.  COMMERCIAL BANKS’ BALANCE SHEET

LONDON INTERBANK OFFER RATE -LIBOR
(End of Period) 

3 Months

5.6875
5.0000
6.0000

6 .8125
6 .8125
6 .4063
4 .8750

3 .7300

6 Months

5.7500
5.0625
6.1250

7 .0000
6 .7500
6 .2188
4 .7188

3 .7300

12 Months

5.8750
5.2500
6.5000

7 . 2 1 8 8
6 . 8 1 2 5
5 . 9 6 8 8
4 . 6 5 6 3

3 . 9 4 0 0

1997/1998
1998/1999
1999/2000

2000/2001
J un e
S e p t e m b e r
D e c e m b e r  
M a r c h

2001/2002
J un e

1 Month

5.6875
4.9375
5.4063

6 .6563
6 .6250
6 .5625
5 .0938

3 .7900

F.  INTERNATIONAL INDICATORS

1
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LONDON MONEY RATES - INTERBANK STERLING
(End of Period) 

3 Months

7 7/2 -  7  5/8
5 7/32 -  5  1/4
6 1/8 -  6  1/4

6  1/16 -  6 3/16
6  1/8 -  6  1/4

5  3/4 -  5 29/32
5  3/8 -  5 1/2

5 1/8 -  5  1/4

6 Months

7 7/2 - 7 5/8
5 1/8 -  5  3/16

6 5/16 -  6  7/16

6 3/16-  6  5/16
6  3/16-  6  5/16

5  3/4 -  6 7/8
5 3/16-  5  5/16

5 1/4 -  5 3/8

12 Months

7 7/2 -  7  5/8
5 1/8 - 5 3/16

6 21/32 - 6 25/32

6  3/8 -  6  1/2
6  1/4 -  6  3/8

5  11 /16  -  513/16
5  5/32 -  5 9/32

5 1/2 -  5  5/8

1997/1998
1998/1999
1999/2000

2000/2001
J un e
S e p t e m b e r
D e c e m b e r  
M a r c h

2001/2002
J un e

1 Month

7 3/8 -  7  1/2
5 5/16 - 5 3/8

5 27/32 -5 31/32

5  7/8 -6
6  -  6  1/8

5  11/16-  5  7/8
5  9/16-  5  11/16

5 -  51/8

2

PRIME LENDING RATES
(End of Period) 

Fed Funds
Rate

5.69
4.81
6.31

7 .00
6 .50
6 .50
5 .00

3 .75

Discount Rate

5.00
4.50
5.50

6 .00
6 .00
6 .00
4 .50

3 .25

Prime Rate

8.50
7.75
9.00

9 .50
9 .50
9 .50
8 .00

6 .75

1997/1998
1998/1999
1999/2000

2000/2001
J un e
S e p t e m b e r
D e c e m b e r  
M a r c h

2001/2002
J un e

Repo rate

4.50
3.00
3.50

4 .25
4 .50
4 .75
4 .75

4 .50

3

Prime Rate

7.25
5.50
6.00

6 .00
6 .00
6 .00
5 .75

5 .25

E U R O - Z O N E UNITED STATES U K
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INTERNATIONAL EXCHANGE RATE
US$ VS OTHER MAJOR CURRENCIES

(currency/US$)  

4A

1999/00

0 . 6 2 6 8
1 . 4 5 1 8
1 0 2 . 5 7

2 .044
6 . 8 5 5 1

Jun-00

0 .6605
1 .4817
105 .81
1 .0404
6 .8433

Sept-00

0 . 6 7 6 4
1 . 5 0 4 6
1 0 8 . 0 6
2 . 2 1 6 4
7 . 7 3 3 4

U S $  v s  S t e r l i n g
U S $  v s  C a n a d i a n  $
U S $  v s  Y e n
U S $  v s  D e u t s c h e  M a r k
U S $  v s  F r e n c h  F r a n c

Dec-00

0 .6694
1 .5020
114 .20
2 .0833
6 .9869

Mar-01

0 . 7 0 3 4
1 . 5 7 4 6
1 2 5 . 3 2
2 . 2 1 2 5
7 . 4 2 0 3

June-01

0 .7085
1 .5272
124 .36
2 .2892
7 .6774

1998/99

0 .6178
1 .5123
119 .71
1 .8250
6 .1208

INTERNATIONAL EXCHANGE RATES
STERLING VS OTHER MAJOR CURRENCIES

(currency/£ )  

4B

1999/00

1 . 5 9 5 3
2 . 3 1 6 1
1 6 3 . 6 2
3 . 2 6 0 7
1 0 . 9 3 6

Jun-00

1 .5139
2 .2431
160 .17
3 .0889
10 .360

Sept-00

1 .4785
2 .2246
159 .77
3 .2769
10 .990

S t e r l i n g  v s  US$
S t e r l i n g  v s  Canad i an  $
S te r l i ng  vs  Yen
S t e r l i n g  v s  Deu t s che  Ma rk
S t e r l i n g  v s  F r ench  F r anc

Dec-00

1 .4938
2 .2440
170 .60
3 .1120
10 .440

Mar-01

1 . 4 2 1 7
2 . 2 3 8 6
1 7 8 . 1 6
3 . 1 4 5 4
1 0 . 5 4 9

June-01

1 .4113
2 .1553
175 .50
3 .2306
10 .835

1998/99

1 .6186
2 .4480
193 .80
2 .9540
9 .9070

INTERNATIONAL EXCHANGE RATES
EXCHANGE CROSS RATES

June 2001

4C

G B P

0 .310
1 .000
0 .464
0 .709
0 .570
0 .606

C$

0 .667
2 .155
1 .000
1 .527
1 .228
1 .305

US$

0 .437
1.411
0 .655

1 .00
0 .804
0 .854

G e r m a n y
U . K .
C a n a d a
U . S .
J apan
E u r o - z o n e

Yen

54 .32
175 .5
81 .43
124 .4

1 0 0
106 .2

Ecu

0.511
1 .652
0 .766
1 .170
0 .941
1 .000

D M

1 .00
3 .230
1 .499
2 .289
1 .841
1 .956
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WORLD COMMODITY PRICES
KEY CRUDE OIL PRICES 

(US$/barrel - f.o.b.)  

5A

1999/00

23.93-24.00
23.73-23.78
26.48-26.52

88.15-90

Jun-00

27.67-27.79
31.57-31.61
30.60-30.64

105.00-103.20

Sept-00

28.08-28.28
28.70-28.76
30.65-30.70

85.20-85.25

U A E ’s Dubai Light
North Sea Brent
West Texas Intermediate
Nymex-unleaded Gasol ine
(cents per gallon) Futures

Dec-00

19.20-19.90
22.31-22.39
26.17-26.21

74.75-75.90

Mar-01

22.50-22.70
23.73-23.77
26.25-26.27

90.90-92.75

Jun-01

24.09-24.19
26.71-26.77
26.45-26.50

76.50-78.25

1998/99

13.7 -13.88
14.42 -14.46
16.16-16.22

50.80-51.60

WORLD COMMODITY PRICES
ALUMINIUM

(US$ per tonne)  

5B

1999/00

1 524.0-1 525.0
1 551.0-1 551.5

Jun-00

1 558.5-1 559.5
1 579.0-1 580.0

Sept-00

1 578.0-1 579.01
1 594.5-1 595.0

Spot (Cash)
3  Month

Dec-00

1 565.5-1 567.5
1 560.0-1 562.0

Mar-01

1 477.0-1 478.0
1 466.5-1 467.5

Jun-01

1 453.5-1 554.5
1 476.0-1 477.0

WORLD COMMODITY PRICES
FOOD

1999/00

254.75

73.16
73.38

Jun-00

259.50

62.51
63.92

Sept-00

265.00

53.03
57.40

Wheat Futures
(US cents/60lb bushed)

Coffee (USc/lb)
Daily Composite
15-day Avg.

Dec-00

271.75

46.91
48.02

Mar-01

255.00

48.21
47.90

Jun-01

251.00

46.21
46.96

5C

WORLD COMMODITY PRICES
FOOD

1998/99

16 008.8

10 006.8
1 310.2

6 252.9

4 876.9

7 086.3

1999/00

20 337.3

10 921.9
1 498.6

6 540.2

7 599.4

7 428.1

Jun-00

17 411.1

10 447.9
1 454.6

6 312.7

6 898.2

7 761.6

Tokyo
N ikkei Index

New York
Dow Jones Industrials
S&P Composi te

London
Financial t imes-SE 100

Frankfurt
Dax Index

Zurich
SMI Index

Sept-00

15 747.3

10 650.9
1 436.5

6 294.2

6 798.1

7 889.9

Mar-01

12 999.7

9 878.8
1 160.3

5 633.7

5 830.0

7 167.8

Jun-01

12 829.0

10 434.8
1 211.1

5 607.9

5 833.1

6 997.4

6

Dec-00

13 785.7

10 787.9
1 320.3

6 225.3

6 433.6

8 135.4

1998/99

1 220.5-1 221.5
1 245.0-1 245.5

1998/99

286.50

92.64
89.00
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B a s e  M o n e y : T h e  s u m  o f  n o t e s  a n d  c o i n s  h e l d  b y  t h e  p u b l i c  a n d  t h e  c a s h  r e s e r v e s  o f  c o m m e r c i a l
b a n k s  ( i n c l u d i n g  b o t h  t h e i r  h o l d i n g  o f  c a s h  a n d  t h e i r  d e p o s i t s  a t  t h e  c e n t r a l  b a n k ) .  T h e  m o n e y  b a s e
i s  t h e  ope r a t i n g  t a r g e t  u s ed  i n  t h e  BOJ  mone t a r y  po l i c y  f r amewo rk  a nd  c an  b e  con t r o l l e d  t r ough
open  ma rke t  ope r a t i ons .

B o n d  M a r k e t : The  domes t i c  bond  ma rk e t  p r ima r i l y  c ap t u r e s  d eb t  i n s t r umen t s  o f f e r ed  by  t h e  Cen t r a l
Gove r nmen t  t o  f und  i t s  budge t a r y  n e eds .

C a s h  R e s e r v e  R e q u i r e m e n t : The  r equ i r emen t  by  l aw  t h a t  a  p e r c en t age  o f  d epos i t  l i ab i l i t i e s  o f
depos i t - t a k i ng  i n s t i t u t i ons  mus t  b e  h e l d  a s  i n t e r e s t  f r e e  depos i t s  a t  t h e  Cen t r a l  Bank .

J a m a i c a  C e n t r a l  S e c u r i t i e s  D e p o s i t o r y  ( J C S D ) : The  P r i nc ip a l  f unc t i on  o f  t h e  JCSD i s  t o  p rov ide
fo r  r e l a t i v e l y  r i s k - f r e e  s e t t l emen t  o f  sha r e  t r ansac t i ons .  I t  a ccomp l i shes  t h i s  by  emp loy i ng  an
e l e c t ron i c ,  book - en t r y  s y s t em  fo r  r e g i s t e r i n g  changes  o f  owne r sh i p  o f  s ecu r i t i e s  wh i ch  e l im i n a t e s
t h e  n e ed  fo r  phys i c a l  c e r t i f i c a t e s .  The  JCSD a l so  p rov id e s  v au l t i n g  f a c i l i t i e s  f o r  t h e  s a f ek e ep i ng  o f
cer t i f i ca tes .

C o r e  I n f l a t i o n : a l so  ca l l ed  U n d e r l y i n g  I n f l a t i o n .I t  i s  t ha t  pa r t  o f  ove r a l l  i n f l a t i on  t ha t  can  be
a t t r i bu t ed  t o  changes  i n  b a s e  money .  Cen t r a l  Banks  t yp i c a l l y  t r y  t o  con t ro l  co r e  i n f l a t i on  because
t he r e  a r e  some  pa r t s  o f  i n f l a t i on  t h a t  a r e  ou t s i de  o f  t h e i r  con t ro l .  One  examp l e  o f  t h i s  i s  t h e  e f f ec t
o f  changes  i n  o i l  p r i c e s .

C r e d i t :Loans  ex t ended  by  banks ,  bu i l d i ng  soc i e t i e s  and  o t h e r  f i n anc i a l  i n s t i t u t i ons .

E x c h a n g e  r a t e  ( n o m i n a l ) : T h e  n u m b e r  o f  u n i t s  o f  o n e  c u r r e n c y  o f f e r e d  i n  e x c h a n g e  f o r  a n o t h e r .  F o r
ex amp l e  a  J ama i c a  do l l a r /Un i t ed  S t a t e s  do l l a r  e xchange  r a t e  o f  ‘fo r t y  two  do l l a r s  t o  one’ indicates
t h a t  f o r t y - two  J ama i c an  do l l a r s  a r e  n e eded  to  ob t a i n  one  Un i t ed  S t a t e s  do l l a r .

F o r e i g n  e x c h a n g e  c a s h  d e m a n d / s u p p l y : T h e  a m o u n t  o f  f o r e i g n  e x c h a n g e  p u r c h a s e d  b y  m a r k e t
p a r t i c i p an t s  f r om  t h e  a u t ho r i z ed  de a l e r s  a nd  c amb ios ,  wh i l e  c a s h  s u p p l y / i n f l o w s i s  t h e  amoun t  so ld
to  t h e  Bank  o f  J ama i c a ,  a u t ho r i z ed  dea l e r s  a nd  c amb ios  by  ma rke t  p a r t i c i p an t s ,  p r i v a t e  i n s t i t u t i ons
and  mu l t i l a t e r a l  agenc i e s .

F i n a n c i a l  P r o g r a m m e : A n  i n t e g r a t e d  s y s t e m  o f  m a c r o e c o n o m i c  a c c o u n t s  a n d  b e h a v i o u r a l
r e l a t i onsh ips  de f i n i ng  t h e  s e t  o f  mone t a r y ,  f i s c a l  a nd  exchange  r a t e  po l i cy  measu r e s  des i gned  t o
ach i e v e  spec i f i ed  mac roeconom ic  t a r g e t s .

G l o s s a r y
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F i n a n c i a l  A s s e t : An  i n s t r umen t  i s s u ed  by  an  i n s t i t u t i on  ( e . g .  BOJ )  t h a t  p rov id e s  e conom ic  bene f i t s ,
by  ( 1 )  g ene r a t i ng  i n t e r e s t  i n come  o r  n e t  p ro f i t s  a nd  ( 2 )  ac t i ng  a s  a  s to r e  o f  v a l u e .  These  bene f i t s  a r e
c r e a t ed  t h rough  a  f o rma l / i n f o rma l  bo r row i ng / l e nd i ng  r e l a t i o n sh i p .  Mos t  common  t ype s  o f  f i n a nc i a l
a s se t s  a r e  money  and  c r ed i t .

F i s c a l  d e f i c i t : T h e  e x c e s s  o f  t h e  G o v e r n m e n t ’s  expend i t u r e  ove r  i t s  r e v enue  f o r  a  g i v en  p e r i od  o f
t ime .

F i s c a l  Y e a r : T h e  t w e l v e  m o n t h s  b e g i n n i n g  i n  A p r i l .  T h u s  f i s c a l  y e a r  2 0 0 0 / 2 0 0 1  r e f e r s  t o  t h e  p e r i o d
A p r i l  2 0 0 0  t o  M a r c h  2 0 0 1 .  

G o v e r n m e n t  S e c u r i t i e s : Deb t  i n s t r umen t s  i s sued  by  t h e  M in i s t r y  o f  F i n ance  e i t h e r  t o  b r i dge  t im i ng
g a p s  b e t w e e n  r e v e n u e  a n d  e x p e n d i t u r e  o r  t o  c o v e r  a n y  e x c e s s  o f  e x p e n d i t u r e  o v e r  r e v e n u e .  T h e s e
s ecu r i t i e s  i n c l ude  sho r t - t e rm  i n s t r umen t s  s uch  a s  T r e a su ry  B i l l s  a nd  mor e  l ong  t e rm  ones  l i k e  Loca l
Reg i s t e r ed  S tock ,  o r  Deben t u r e s .

G r o s s  D o m e s t i c  P r o d u c t  ( G D P ) : Th i s  i s  t h e  t o t a l  v a l u e  o f  a l l  goods  and  s e r v i c e s  p roduced  w i t h i n
an  e conomy  ove r  a  p a r t i c u l a r  t ime  p e r i od  -  e i t h e r  a  y e a r  o r  t h r e e  mon t h .

I n f l a t i o n : Refe r s  t o  t h e  change  i n  t h e  g ene r a l  p r i c e  l e v e l .  I n  J ama i c a ,  t h i s  i s  d e r i v ed  a s  t h e  change
i n  t h e  Consume r  P r i c e  I ndex  (CPI )  c a l cu l a t ed  and  pub l i s h ed  by  t h e  S t a t i s t i c a l  I n s t i t u t e  o f  J ama i c a .

I n t e r m e d i a t e  T a r g e t : An  i n t e rmed i a t e  t a r g e t  o f  po l i c y .  e . g .  t h e  money  supp l y  o r  t h e  e xchange  r a t e ,
has  t h r e e  ma in  cha r ac t e r i s t i c s .
? I t  i s  no t  d i r e c t l y  d e t e rm in ed  by  t h e  Cen t r a l  Bank ,
? I t  r e sponds ,  howeve r ,  t o  a  s t imu l u s  t h a t  t h e  Cen t r a l  Bank  c an  v a r y ,  a nd  
? I t s  behav iou r  shou ld  to  be  c lose l y  r e l a t ed  to  t h e  u l t ima t e  t a r ge t - i n f l a t i on .

L i q u i d  A s s e t : an  asse t  i s  cons ide r ed  l i qu id  i f  i t  c an  be  e as i l y  and  w i t h  l i t t l e  o r  no  loss  cove r t ed  to
c a sh .  The  l i q u i d  a s s e t s  o f  comme rc i a l  b anks  i n  J ama i c a  i n c l ude  no t e s  a nd  co i n s ,  s ho r t - t e rm  depos i t s
a t  t h e  B a n k  o f  J a m a i c a ,  G O J  T r e a s u r y  B i l l s ,  L o c a l  R e g i s t e r e d  S t o c k  m a t u r i n g  w i t h i n  2 7 0  d a y s  a n d
a n y  G O J  s e c u r i t y  d e s i g n a t e d  b y  t h e  M i n i s t r y  o f  F i n a n c e .

M o n e y : A n y t h i n g  t h a t  i s  g e n e r a l l y  a c c e p t e d  i n  e x c h a n g e  f o r  g o o d s  a n d  s e r v i c e s  a n d  f o r  t h e  p a y m e n t
o f  d e b t .  ( e . g .  e x a m p l e ,  n o t e s  a n d  c o i n s ) .  H e n c e  m o n e y  i s  s a i d  t o  b e  a  m e d i u m  o f  e x c h a n g e .  M o n e y
a l so  s e r v e s  a s  a  means  o f  s t o r i n g  wea l t h  a s  we l l  a s  a  s t a nda rd  o f  a nd  un i t  o f  a ccoun t i n g  f o r  f i n a nc i a l
v a l u e s  a n d  f l o w s .

Money Supply: Th i s  i s  t h e  s t ock  o f  i n s t r umen t s  o r  a s s e t s  f o rma l l y  d e s i gna t ed  a s  money  i n  a
p a r t i c u l a r  e conomy .  The r e  a r e  a l t e r n a t i v e  mea su r e s  o f  money  s upp l y  bo t h  w i t h i n  a nd  b e tween



66 Glossary

B a n k   o f  J a m a i c a  Q u a r t e r l y  M o n e t a r y  P o l i c y  R e p o r t ,  A p r i l  -  J u n e  2 0 0 1

coun t r i e s .  I n  J ama i c a ,  t h e  mea su r emen t s  o f  money  t h a t  a r e  c a l c u l a t ed  a nd  pub l i s h ed  a r e :
M 1 :  N o t e s  a n d  c o i n s  i n  c i r c u l a t i o n  =  D e m a n d  D e p o s i t s
M 2 :  M 1  +  T i m e  a n d  s a v i n g s  d e p o s i t s
M 3 :  M 2  +  O t h e r  D e p o s i t s .

A  ‘J’  i nd ica t es  t ha t  t he  componen ts  a r e  J ama ican  do l l a r  l i ab i l i t i e s  on ly  and  an  ‘*’ ind icates  tha t  the
componen t s  a l so  i n c l ude  fo r e i gn  cu r r ency  l i ab i l i t i e s  o f  t h e  b ank i ng  sy s t em .

M o n e t a r y  B a s e :  S e e  B a s e  M o n e y

M o n e t a r y  p o l i c y  f r a m e w o r k : Th i s  d e f i n e s  t h e  t r a n sm i s s i on  p roce s s  t h rough  wh i ch  po l i c y  a c t i on s
t a k e n  b y  t h e  C e n t r a l  B a n k  m a k e  a n  i m p a c t  o n  t h e  f i n a l  t a r g e t  -  i n f l a t i o n .  T h e  c o m p o n e n t s  o f  a
mone t a r y  po l i cy  f r amework  a r e  po l i cy  i n s t r umen t s ,  ope r a t i ng  t a r g e t s ,  i n t e rmed i a t e  t a r g e t s ,  a nd  t h e
u l t ima t e  goa l /ob j ec t i v e .

M o n e t a r y  P o l i c y  I n s t r u m e n t s : These  a r e  i n s t r umen t s  u s ed  by  t h e  Cen t r a l  Bank  t o  i n f l u ence  t h e
m o n e y  s u p p l y  a n d  c r e d i t .  T h e y  i n c l u d e  o p e n  m a r k e t  o p e r a t i o n s  a n d  t h e  r e s e r v e  r e q u i r e m e n t  r a t i o .

O p e n  M a r k e t  O p e r a t i o n s  ( O M O ) : M o n e y  m a r k e t  t r a d i n g  b e t w e e n  t h e  B a n k  o f  J a m a i c a  a n d
au t ho r i z ed  de a l e r s  w i t h  t h e  i n t e n t i on  o f  i n f l u enc i ng  money  and  c r ed i t  i n  t h e  f i n anc i a l  s y s t em .  OMO
invo l v e s  t h e  s a l e  o r  pu r cha s e  o f  GOJ  s ecu r i t i e s  f r om  t h e  s t ock  o f  s e cu r i t i e s  h e l d  by  BOJ ,  i n  t h e  f o rm
of  r epu rchase  o r  r e v e r s e  r epu rchase  ag r e emen t ,  a l ong  w i t h  t h e  i s sue  o f  c e r t i f i c a t e s  o f  d epos i t .

O p e r a t i n g  T a r g e t : An  ope r a t i ng  t a r g e t  o f  po l i cy  e . g .  t h e  mone t a r y  base  and  i n t e r e s t  r a t e s ,  i s
i n f l u e nc ed  d i r e c t l y  by  t h e  Cen t r a l  B ank  a nd  i s  ad j u s t ed  by  t h e  Bank  i n  o rd e r  t o  b r i n g  abou t  t h e
des i r ed  impac t  on  i t s  po l i cy  t a rge t .

P r i m a r y  D e a l e r  ( P D ) : T h e  s e t  o f  i n t e r m e d i a r i e s  t h r o u g h  w h i c h  B O J  c o n d u c t s  o p e n  m a r k e t
o p e r a t i o n s .  I n  d e v e l o p e d  c o u n t r y  m a r k e t s ,  P D ’s  unde rwr i t e  gove rnmen t  i s sues  a s  we l l  a s  pa r t i c ipa t e
i n  b lock  t r ansac t i ons  w i t h  t h e  c en t r a l  b ank .

R e a l  i n t e r e s t  r a t e : Th i s  r ep r esen t s  t h e  r a t e  o f  r e t u rn  on  a sse t s  a f t e r  accoun t i ng  fo r  t h e  e f f ec t s  o f
i n f l a t i on  on  t h e  pu rchas i ng  powe r  o f  t h e  r e t u r n .  I t  i s  c a l cu l a t ed  by  ad j u s t i ng  t h e  nom ina l  i n t e r e s t  r a t e
by  the  i n f l a t ion  r a t e .

R e p u r c h a s e  A g r e e m e n t  ( r e p o ) : T h e  p u r c h a s e  o f  a  s e c u r i t y  f r o m  a  p r i m a r y  d e a l e r  w h o  a g r e e s  t o
r epu r cha s e  t h e  s ame  a t  a  spec i f i ed  r a t e  a nd  an  a g r e ed  f u t u r e  d a t e .

R e s e r v e  R e q u i r e m e n t : The  por t i on  o f  depos i t  l i ab i l i t i e s  t ha t  f i n anc i a l  i n s t i t u t i ons  mus t  r e t a i n  e i t h e r
a s  l i qu id  a s se t s  o r  on  depos i t  a t  t h e  Bank  o f  J ama i ca .
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R e v e r s e  R e p u r c h a s e  A g r e e m e n t s : A n  a g r e e m e n t  w h e r e b y  t h e  C e n t r a l  B a n k  s e l l s  a  s e c u r i t y  t h a t  i t
owns  a nd  a g r e e s  t o  buy  b ack  s ame  a t  a  sp ec i f i e d  r a t e  a t  a n  a g r e ed  f u t u r e  d a t e .

S e c u r i t i e s : Lega l  documen t s  g i v i n g  t i t l e  t o  p rope r t y ,  o r  c l a im  on  i n come  e . g .  bonds  and  s t ocks .

S i g n a l  R a t e : I n t e r e s t  r a t e  o n  B a n k  o f  J a m a i c a ’s  t h i r t y -day  r eve r s e  r epu rchase  ag r e emen t s .  Th i s  r a t e
p r o v i d e s  a  b e n c h m a r k  f o r  t h e  p r i c i n g  o f  a l l  o p e n  m a r k e t  i n s t r u m e n t s  n e g o t i a t e d  b e t w e e n  t h e  B O J  a n d
P r i m a r y  D e a l e r s .

S t a t u t o r y  C a s h  R e s e r v e s : Tha t  po r t i on  o f  depos i t  l i ab i l i t i e s  o f  depos i t - t ak i ng  i n s t i t u t i ons ,  wh i ch
mus t  b e  h e l d  a s  i n t e r e s t  f r e e  d epos i t s  a t  t h e  Cen t r a l  Bank .

T i m e  d e p o s i t : A  b a n k  a c c o u n t  b a s e d  o n  a  c o n t r a c t u a l  a r r a n g e m e n t  b e t w e e n  t h e  d e p o s i t  t a k i n g
i n s t i t u t i on  and  t h e  depos i t o r  whe r e  bo th  pa r t i e s  ag r e e  t o  a  p r e -de t e rm ined  i n t e r e s t  r a t e  and  ma tu r i t y
da t e .   P r ema t u r e  w i t hd r awa l s  f r om  t h e s e  d epos i t s  r equ i r e  advance  no t i c e .
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