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Overview

For the September 2014 quarter, the Bank continued to focus on meeting the monetary targets under the
Extended Fund Facility (EFF) supported programme and del ivering inflation within the target range of 7.0 per
cent | 9.0 per cent for the fiscal year 2014/15. In this regard, the targets for the Net International Reserves
(NIR) and Net Domestic Assets (NDA) were comfortably met at end - September 2014. In particul ar, the NIR
amounted to US$2 200.6 million, buoyed by the proceeds of the US$800.00 million Eurobond raised on the
international capital market by the Government. The Bank continued to enhance the transmission mechanism
through refinements to its manageme nt of short - term liquidity aimed at anchoring and consequently stabilizing
private money market rates. These refinements  provided greater assurance about the availability of liquidity to
deposit- taking institutions (DTIs) at prices which define an interest- rate corridor. The floor of the corridor is
2U=pytrnjZj2atyB6=cIeUz=p32we=P¥i2Hlé YyZRP2M 4 ¥TQIoaodsH o Wi Wy
usual open market operations, contributed to an overall improvement in the liquidity in the system and re sulted

in declines in private money market interest rates.

There was an uptick in headline inflation to 9.0 per cent at the end of the September quarter, primarily
reflecting the temporary impact of drought conditions on the prices of domestic agricultur al items as well as
the lagged effect of movements in the exchange rate on the cost of processed foods. Notwithstanding this
increase, the Bank expects inflation to end FY2014/15 within the target range of 7.0 per cent to 9.0 per cent

as agricultural suppl ies improve and imported inflation moderates. Inflation expectations, however, remain
AWFs3U=Z03U=pytxnj =bht c U wImpipfiatonis dlojeded & Yradudlyddedtine to a rate within
the range of 6.0 per cent to 8.0 per cent.

Growth in real Gross Domestic Product for the September quarter was also negatively affected by the drought

conditions resulting in an estimated contraction within the range of - 1.0 per cent to 0.0 per cent. In this

regard, growth for the fiscal year is likely to be in the range of 0.5 per cent to 1.5 per cent. Output is

forecasted to expand over the medium - term at a steady pace as the country remains poised to benefit from

new investme nts in productive activities and the gradual strengthening in global economic growth. The
2euctralsldtrtoO=Z2tr=Zcytr2ta=cUhb6qquwoeldd=2rzZzea3d=z=clwldroe=ntyj U=tb=ot 21
reflects the efforts towards implementing key structural reforms, which along with improvements in price

competitiveness, aug ur well for a sust ainable medium - term growth path for Jamaica.

The persistence of elevated inflation expectations continue to be a major risk to the achievement of the
2T1h63y02Tt1T=Z03cg3UUO=htc=03Ud=hH2] wyB6=CUyc=t>rUYc=63U=deii®HT € Cc=pe€ }cC

on mitigating these risks while attaining the monetary targets under the EFF programme.

Brian Wynter

Governor
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1.0 Inflation

July to September 2014

Following three quarters of deceleration, there was an acceleration in annual inflation at end -

September 2014. This acceleration reflected stronger price increases for

some agriculture items as

well as non - energy services and processed foods due to drought conditions, seasonal demand and
the lagged impact of exchange rate depreciation. Inflationary pressures continued to be tempered
by relatively weak domestic demand co nditions. The Bank expects annual inflation to remain in
single digits over the next four quarters as weather conditions continue to improve and imported
Inflation moderates. The near term risks to this forecast largely relates to adverse weather and the
recent transport shock. Against this background the Bank expects inflation to remain within the
target range of 7.0 per cent to 9.0 per cent for FY2014/15.

Inflation Developments

Headline inflation accelerated to 9.0 per cent at
end- September 2014 from 8. 0 per cent in the
previous quarter, at the upper end of the target
range of 7.0 per cent to 9.0 per cent for the fiscal
year (see Table 1 and Box 1 ). This acceleration in
annual inflation was in contrast to a trend decline
in inflation since September 2013 . The higher
inflation at end - September reflected stronger price
increases for domestic agriculture items as well as
processed foods and non - energy related services
during the quarter. There were also moderate price
increases associated with energy and tra nsport
costs (see Figure 1). Core inflation increased
during the quarter reflecting the impact of price
adjustments to some processed food items as well
as seasonal demand associated with the new
school year and the summer holidays. *

There was a sharp inc rease in the price of
domestic agriculture commodities in the context of
drought conditions which prevailed during the
quarter. Information from the Rural Agriculture
Development Agency (RADA) indicated that
agriculture production declined significantly wi th
supplies of most items falling below the five -year
average (see Figure 2). Consequently, the CPI
reflected noticeable increases in the prices for
vegetables and starchy foods. The short term

1 . o .

Imported inflation incorporates  the impact of exchange
rate depreciation and price of imported raw materials
such as oil and grains.

6%
48

)

crops that were most affected are tomato, carrot
and cabbage.

Table 1 Inflation and Major Components

Headline Core FNE HWEG
Sepl3 105 7.0 10.7 10.0
Decl13 9.5 7.4 7.9 10.0
Mar-13 8.3 6.5 6.8 8.2
Junld 8.0 6.1 5.9 9.3
Sepl4’ 9.0 6.7 125 6.2

FY14/15 7.69.0

Source: STATIN & BOJ

Notes: Hadline inflation is represented as the -h2onth point to point

percentage change in the Consumer Price Index (CPI) reportel
STATIN. [*] Core inflation represents that portion of headline inflati
that excludes the influence of agriculture and energiated services
such as electricity and transport. [**] FNB-ood & NorAlcoholic

Beveragespnd HWEG(Housing, Water, Electricity Gas & Other Fue
are major components of the CPI Basket.

Figure 1 Component Contributions to Inflation
(Annual point to point change)
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Source: STAIN & BOJ
Annual inflation in June 2014 accelerated marginally following t

consecutive quarters during which inflation decelerated.
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Figure 2 Estimated Vegetable & Starchy Foods
Supplies
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Source: RADA

The trendsn vegetable supplies reflect a significant falloff subsequen
to June 2014 coinciding with the months of July and August 2014 wk
there was severe drought particularly in the sought central region of
Jamaica. This region accounts for a major share ofitineestic short
crop supply.

Prices for processed foods accelerated relative to
the previous quarter, continuing the trend observed
since the December 2013 quarter. Similar to
previous quarters the movement in the prices of
processed food was mainly attri butable to the
lagged impact of exchange rate depreciation (see
Figure 3). However, the increase in the price of
processed foods was tempered by a reduction in
the prices of international grains, significant inputs
in the production process (see Figures 1 and 4).

The inflation stemming from other services (non -
energy) also accelerated during the quarter (see
Figure 3). This acceleration largely reflected the
seasonal impact from demand associated with the

July to September 2014

summer holidays and the new school year as well

as some lagged pass - through from exchange rate
depreciation.

Figure 3 Inflation from Processed Foods and
Non- Energy Services relative to previous year
annual depreciation

Inflation
Contrib %

Processed Annual ExRate
Services (Other) Depreciation %

—o— Annual ExRate-Depreciation
Correlation bet ExRate &

7 Service (rho .79 25
6 Processed (rho .23 20
5 15
4 10
3 5
2 0
1 -5
- EEEEEEERERR R R RS
QO L C Q0L c Q0L c Q0L c Q0L c
QLU ECSLVILVLESLVIIECSVILEOS VDLO SO
NOS"NOS"PNAS>NOS>NASSDN

Source: Bank of Jamaica

Exchange Rate depreciation one yearq(érters) in he past has
displays a strong correlation with both processed food inflation &
other services inflation (noenergy related).

Figure 4 Imported Agriculture Price Indices
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Source: Bloomberg & BOJ Calculations

Prices are converted to index for gzsical comparison with base perioc
being March 2008 quarter. Grain prices represent a weighted averas
of Wheat, Corn and Rice. Grain prices reflect a mild decline over the
June 2014 quarter but a distinctive annual decline since June 2013.

With respect to the energy and transport
component there was also a 20.0 per cent
increase in bus fares granted to the Jamaica Urban
Transit Company (JUTC) for the GKMA region as
well as a rise in petrol prices. The impact of this
increase was partly offset by a red uction in
domestic electricity cost. (see  Figure 5). This
decline in electricity cost partly reflected the impact
of a reduction in oil prices due to reduced
concerns regarding geopolitical tensions in Iraq
and Ukraine as well as excess supply on the

0
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international market. Despite the increase in the
energy and transportation components for the
quarter there was a reduction in the annual
measure at end - September 2014 (see Figure 1).
This reduction was due mainly to a comparatively
lower increase in bus fa res relative to the all - island
25.0 per cent increase granted to bus and taxi
operators in September 2013.

Figure 5 Energy Price Indices
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Source: Bank of Jamaica
Note: Trends reflect WTI prices and indices of other fuel goods rebas
with March 2®8 prices.

An examination of the factors underpinning overall
inflation revealed that the domestic output gap
during the September 2014 quarter remained
negative (see Figure 6). The gap between the
unemployment rate and the NAIRU implied a
decrease of inflationary pressures from the labour
market. Real wage growth remained negative and
continued to contribute countervailing inflationary
pressures during the review quarter.

Figure 6 Output Gap and Gap between
Unemployment and NAIRU
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Source: BankfaJamaica

The above reflects BOJ estimates of Output Gap and the gap bety
Unemployment and the NoAccelerating Inflation Rate o
Unemployment (NAIRU). When output is below potential (hegat
output gap) inflationary pressures are negative due to #wnomic
slack. When Unemployment exceeds the NAIRU, there is also sla
the labour market contributing to low wages and by extension, I
inflationary pressures.

Inflation Outlook & Forecasts

Annual Inflation is expected to accelerate
moderately in the December 2014 quarter followed
by a deceleration in the March 2015 quarter to end
the fiscal year close to the upper bound of the
target range of 7.0 per cent to 9.0 per cent. This
outlook is largely predicated on increased
contribution from agricu lture and energy &
transport related costs. Specifically, domestic
agriculture prices are expected to remain a major
contributor to inflation. However, these prices are
expected to moderate as the island recovers from
the effects of the recent drought con ditions.
Domestic energy costs are projected to increase,
particularly in the December 2014 quarter, to
reflect the impact of an expected tariff rate
adjustment. The impact of this increase, however,
should be partly offset by lower WTI prices, on
average for the remainder of the fiscal year (see
International Economy ).

Figure 7 Inflation Forecast Performance
(Annual Inflation forecast for each fiscal year)
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Source: Bank of Jamaica

¢KS 3INI LK NBFtSOGa K2g ¢St ditKibe
actual inflation outturn for each quarter ahead. Fiscal year target are
provided to indicate what the fiscal year target was at any given po
time.
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In addition, increases in the costs of non - energy

services are expected to decelerate to reflect the
impact of a slower pace of exchange rate
depreciation. The prices of processed foods are
also expected to moderate in the context of
projections for further declines in grains prices.
Additionally, the output gap and real wage growth
are forecasted to remain negative over the quarters
ahead and will continue to contribute to downward
inflationary pressures.

The forecast for growth in monetary aggregates
continues to indicate that there is no threat to

Inflation over the near term (see Monetary

Developments). In contrast, the results from the
BOJ Inflation Expectations Survey (IES) revealed
that inflation expectations among businesses,

July to September 2014

Figure 8 Inflation Fan
(Annual Inflation forecast)
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Source: Bank of Jamaica

Downside risks to inflation forecast incl ude weaker

wttea2teldj = 6t = Upwddd= @34 = py+AaA xrecipd dogeglic desnand ang grepter than

(see Box 1.1).

anticipated falloff in imported commodity prices.
Initiatives geared at an expansion in domestic

cUj ueeuyzeaUzpytxrnj = wetorctd + ©= HINCUlRFrogretignmay-alsg rgsgltin lower than

be close to the upper bound for FY2014/15,

inflation over the medium -term is projected to
decelerate to be within the range of 6.5 per cent to

8.5 per cent. This medium term projection is

consistent with the forecast for imported inflation,

increased supplies of domestic agriculture
products as wells as supportive monetary and
fiscal policy.

Inflation Risks

The BOJ perceives that the risks to inflationary
forecast are skewed to the upside over the coming
quarters (see Figure 8). These upside risks include
more severe weather conditions than currently
forecasted, higher than projected adjustment to
tariff rates on electricity bills and imported
agriculture commodity prices exceeding current
projections. Other upside risks include a stronger
than anticipated pass - through from exchange rate
depreciation and persistence of high inflation
expectations among businesses.

currently anticipated prices.

Box 1.0 | p & wn Macroeconomic Model
(MonMod) Component contribution to Inflation
implied by the Phillips Curve

Yau=z pytrnj = ojywctUwttted
evaluates the determination of inflation in the
economy using the theoretical underpinnings of
a forward looking open economy Phillips Curve.
In that regard, the key determinants include (1)
the surplus or shortage of aggregate supply
(output GAP); (2) the impact of imported
inflation and (3) expectations among consumers
and businesses. Of note, expectations are
modeled a s both adaptive (backward looking)
and rational (forward looking) (see Phillips Curve
equation below).

, . . ¢ e M

Where A is the Inflation rate at a given point in
time, ' 10 is the corresponding output gap and
3 is a composite of the exchange rate change
and US inflation. Unexplained inflation is
captured in |

The results from MonMod suggest that
expectations continue and will remain the
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dominant contributing force to inflation over the
near term (see Figure below). The forecast also
indicate that imported inflation should strengthen
in the December 2014 quarter when seasonal
demand is high and should not emerge as a
major influence until September 2015 quarter
when demand picks up during the summer
holiday and school preparation period.

005 & inf_import
[ inf_expect
[ inf_inertia
0.04 f
[ inf_gap
inf_all (est.)
0.03 -
0.02 -
0.01 -
0.00 18 BB
'O'Ol'c»cnoooo,_.\—n—c‘—u NNNGMMOM g <SS 00
R R e b R R R A e R
QOLcOO0LcQQOLlcQQO0LlcQ0LlcQO0LlcQ
VO@SVOVCSVDIICSVDITCSVDODTCSDLVDOLCS O
NASSNAOS"NAOSPNAS>NAS"NAsS>N

The bars in the chart above represent estimated contributions
inflation from the PhillipsCurve equation. These components a
matched against the actual inflation trend feomparison. Estimation
residuals will account for the difference between actual inflation a
the aggregate of estimated components.

In the September 2014 quarter, the output gap
contributed negatively to inflation, consistent
with trends observed since the June 2012
quarter. This negative output gap is forecasted
to persist over the remainder of FY2014/15
before narrowing towards the September 2015
quarter.

Box 1.1: pownj = Yec3UC=1Th=pe.
Expectations

Overview

In the September 2014 quarter, there was a
63cg2ty6= d9dQuwbetd= 2t= |
expectations for calendar year (CY) 2014 relative

to the June 2014 quarter. The expected inflation
12- months ahead, however, increased (see
Figure 1). The perception of inflation control
improved relative to the previous quarter. With
regard to the outlook for the exchange rate,
respondents expected a slower pace of

July to September 2014

depreciation over the 3 - month, 6 - month and
12- month horizons relative to the previous
quarter. The majority of businesses surveyed
wao62ds=6236=Z634=p3txnj
same over the next three months. Relative to the
uclUs2tej = geycOUYcY=Z cUj nt
both present and future business conditions
improved. Since the June 20 13 quarter, there
has been a general upward trend in both present
and future business conditions.

Inflation Expectations

The expected inflation for CY2014 declined to
10.2 per cent in the September quarter from the
10.7 per cent expected in the previous quarter.
The expected inflation for CY2014 exceeded the
outturn of 9.5 per cent for CY2013. Further, the
actual point - to- point inflation at September
ai 6y=z P¥j = 0£i= nUc= wuti
expectation of inflation 12 months ahead,
however, increased to 10.7 per cent relative to
9.8 per cent in the June 2014 quarter (see  Figure
1).

Figure 1: Expected 12 - Month Ahead Inflation
22 -

Inflation Mov. Avg
‘b/-\ Inflation Expected 12mth
v .
17 4 N Inflation 12 mth ahead
> >0 N
12 > ST S
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>
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Ytecwldr Zpytr=tb=Zwyey2w3nj =Yt ho)y
Table 1: Exchange Ra te Expectations
Question: In June 2014 the exchange rate was
J$111.20=US$1.00. What do you think the rate will be for the
following time periods ahead, 3 months, 6 months and 12
months?
Sepl3 Oct13 Jun14 Sepld
3 Months 1.8 2.6 2.1 1.3
6 Months 3.2 4.3 4.1 2.2
12 Months 4.7 5.9 5.8 3.2

Ytecwldlr ZpJytr=tb=Zwyey2w3Inj =Yt bo6:
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Perception of Inflation Control

YaUdcU= bP3}j = 3= 26uctsley
perception of inflation control by the authorities

in the Se ptember quarter when compared to the
previous survey. Specifically, the index of
inflation control increased to 176.1 from 149.9

at end June 2014 ( Figure 5). This improvement
mainly reflected a decline in the num ber of
cUjuttddt+oej =pa3t =z=bpUcU=ns>3t¢
e BO3tceedjrn=wttoect 6=t b=

Figure 2: Perception of Inflation Control
Question: How satisfied are you with the way inflation is
being controlled by the Governmen t?

m Very Satisfied Satisfied Neither
, Dissatisfied = Very Dissatisfied

100% 250
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Ytecwdr Zpytr=tb=Zw3ysey2wyInj =qgcd9yge
Notes: The Index of inflation control is calculated as the number

of satisfied respondents minus the number of dissatisfied
respondents plus 100

Exchange Rate Expectations

Relative to the surve y in June 2014, respondents
expected a slower pace of depreciation in the
domestic currency for the 3 -month, 6 - month
and 12 - month period beyond the survey date
(see Table 1).

Interest Rafe Expectations: OMO Rate
The majority of respondents in the September

July to September 2014

pce3ycBUc= Upnuwoelddg=z ez236=
would remain the same over the next three
months. The number of respondents expressing
this view increased to 51.9 per cent from the
39.7 per cent expected in the June 2014 quarter.
The results for the financial sector were
consistent with the overall view that the BOJ
would maintain OMO rates at current levels.

Perception of Present and Future Business
Condlitions

There was an improvement in both the
perception of present and future business
conditions in the September quarter relative to
the previous quarter. The perceptions of present
and future business conditions continue to
display a general upward trend since the June
2013 quarter. Notwithstanding, both indices
remained below the levels re corded in
FY2011/12 (see Figures 3 and 4). The index of
present business conditions has also recovered
at a slower rate than real GDP growth since the
March 2013 quarter.

Figure 3: Present Business Conditions and Real

GDP growth
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Figure 4: Expected Future Business

Conditions
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Note: Rates on foreign currenc
collected.

Expected Increase in Operating Expenses

During the quarter, respondents continued to
indicate that they expect the largest increase in
production costs over the next 12 months to
emanate from higher cost for utilities. Stock
replacement was e xpected to be the second
largest contributor to higher production costs
over the next 12 months. The costs of
fuelitransport and raw materials were also
expected to contribute to higher production
costs for the year ahead. Wages & Salaries
remained the inp ut costs least expected to
increase over the next 12 months.

2

July to September 2014
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2.0 International Economy

Global growth is projected to continue in 2014, albeit at a slower pace than previously anticipated.

In light of continued weakness in some economies, most major central banks maintained their

accommodative policy stance while the European Central Bank (ECB) implemented further

expansionary measures. Within the financial markets there was the reemergence of uncertainty in

the September quarter, surrounding thetim 2t 9 =1t h=6024=zv444c 36=Y4) Yc>4n; =21 wc Y
this regard, the average yield on US sovereign debt declined while the average yields on some

emerging market debt increased during the review period. Concurrently, international commodity

prices trended lower in the quarter , particularly reflecting the impact of increased global supplies of

crude oil and agricultural raw materials.

Trends in the Global Economy Table 2: Overview of GDP and Inflation for Selected
. . . Economies
The Bank projects global economic expansion to (Per Cent)
continue in 2014, albeit at a slower pace than 2013 2014 2015
previously expected (see Table 2). This moderation Current Ere"'oust Current _Previous
. . . Actual urren orecas Urent - corecast as
reflects a slowing of economic growth in the Euro Forecast ~asat  Forecast .7 ",
. Jul.14 :
area, Japan and some emerging market GDP
economies partly offset by improvement in the World 3.3 34 3.8 3.7 4.1
: USA 2.2 2.2 2.1 2.9 2.9
USA and Canada. The forecast for growth in the
Ki h d f h Canada 2.0 2.3 2.2 25 25
UK is unchanged. Of note, the Japanese economy Japan 15 1.0 15 12 12
is estimated to have rebounded in the September UK 1.7 3.0 3.0 26 25
quarter from the contraction in the June quarter. Euro 0.4 0.8 1.0 1.3 15
China 7.7 7.3 7.4 7.0 7.2
I f ; ; Inflation
n spite of a decline in the unemployment rates
‘ ior developed . in th USA 15 2.0 1.7 2.5 2.7
among most major developed economi es .|n e Canada 12 7 ”7 18 17
September quarter, the labour markets remained Japan 16 26 26 1.4 17
weak. This weakness was primarily evident in the UK 2.0 0.8 1.6 2.3 2.0
Euro area, where unemployment rates remain Euro 0.8 0.7 1.0 0.8 0.5
China 25 21 2.2 3.2 3.2

significantly above pre -crisis levels. Given the
underlying weakness in the global economy, there
was a reduction in the twelve- month point - to-
wt .2 TOzerbbyGet = cied :, btc=ot] ?’a%le%%ﬁer?p%y?nént%%eﬂo? éele:cte% écgngm(i:es:
trading partners when compared to previous

projections (see Table ).

Source: Bank of Jamaica and Bloomberg

(Average Per Cent)

USA Canada Euro

For 2015, the forecast is for an acceleration in
. ) . . Dec- 13 7.0 7.0 11.9

global gr owth. This outlook is mainly predicated on
. Mar- 14 6.7 7.0 11.7

stronger growth in the USA and the Euro area.
) ) o Jun- 14 6.2 7.0 11.6
Growth in the other major economies is expected Sep- 14 6.1 70 115

to continue on a sustained path  (see Figure 9).
Source: Official statistics offices, *Bloomberg Consensus forecasts
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Figure 9: Global Economic Growth
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Advanced Economies

United States of America

For the USA, real output is estimated to have
moderated to 3.5 per cent in the  September 2014
quarter from an expansion of 4.6 per cent in the
previous quarter. The outturn reflected an
expansion in all the sub - components of US GDP
with the exception of investment. The moderation
in growth for the September quarter was primarily
due to a deceleration in consumption and
investment expenditure.

In the context of the continued expansion in real

output, US Ilabour market indicators generally
showed further improvement over the review
period. The unemployment rate declined by 0.1 to
6.1 per cent relative to the outturn for the June
2014 quarter. The reduction in the rate reflected a

larger increase in the number of employed persons

when compared to the increase in the total labour

force. A higher level of employment was evident in

the mining & logging, temporary help services as
well as professional & business services.

Inflation at end - September 2014 was 1.7 per cent,
wdyetpz=Zze2d=zvd94nj =63c3 6=
outturn primarily reflected lower prices for
transportation and energy, stemming from the
reduction in crude oil prices. For 2014, the Federal

Open Market Committee (FOMC) is projecting that
inflation will remain below its target, within a range

July to September 2014

©23362034=vUYnj =6t t UMl Yan@iE ut 62 WC= |

accommodative over the next two quarters.

Given this accommodative monetary policy stan ce,
the Bank anticipates that private consumption and
investment in the USA will continue to improve over
the forthcoming quarters. Stronger expansion is
also expected in residential construction while
government consumption will remain moderate.
Overall, the Bank is projecting quarterly annualized
growth to be within the range of 2.8 per cent to 3.1
per cent over the next four quarters. This should
translate to annual GDP growth of 2.2 per cent and
2.9 per cent for 2014 and 2015, respectively.

Euro Area

Economic expansion in the Euro area for the
September quarter is estimated to have
decelerated to 0.0 per cent on an annualized
basis, from growth of 0.7 per cent in the June
2014 quarter. The reduced pace of economic
growth reflected the impact of a slowdo wn in the
manufacturing and services sectors. In the context
of this slowdown, the ECB reduced its policy rates
in an effort to improve demand conditions (see
Figure 2). Notwithstanding this policy action, the
Bank has revised downwards its forecast for
economic growth in the Euro area by 0.2
percentage point to 0.8 per cent and 1.3 per cent
for 2014 and 2015, respectively.

The impact of continued weak demand conditions
was also reflected in consumer prices. Headline
CPI inflation in the Euro area decelera ted to 0.3
per cent as at September 2014, the lowest outturn
since September 2009. This deceleration mirrored
lower prices for food and energy. For the next four

c 3 ey Auarsrs, the Bask,eypecis [fiptog o aceelsigte,

albeit remaining below the target rate of 2.0 per
cent. Against this background, the ECB s
expected to maintain an expansionary monetary
policy stance over this period.

thZ 6632 uUc= WUt O Ot = €= udc/Bo@UtO086= YBU= pytrnj =

forecast suggests that inflation in t he USA for the
next four quarters will be within the range of 1.5
per cent to 2.0 per cent. It is therefore expected

Real output in Japan is estimated to have
expanded by 3.4 per cent on an annualized basis
in the review quarter followin g a contraction of 7.1

11
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per cent in the June 2014 quarter. The rebound
was underpinned by a normalization in
consumption and investment spending, following
the impact of the implementation of a sales tax

2twcUyjU=2tr=023U=unuclUs2tej Zpe 14
1.2

is expected to continue to recover as the effect of
the consumption tax hike gradually dissipates. As
such, growth in real output is expected to remain
within the range of 1.5 per cent to 2.3 per cent
over the next four quarters.

WANRT ] = 21 b6 %O B3I ¢agli@ U c 3 ©

the September quarter from 3.6 per cent in the
preceding quarter. This moderation primarily
reflected lower prices for food, transportation as
well as reduced fuel, light and water charges.
Inflation is projected to slow over the nex t four
quarters as the impact of the tax increase is fully
transmitted to prices.

Commodity Prices

Selected commodity prices trended lower during
the September quarter largely reflecting the impact
of increased supplies (see Figure 10). In particular,
increased supplies of wheat, corn and soybean led
to lower prices resulting in a reduction in the

July to September 2014

Figure 11: Policy Interest Rates
(Per Cent)
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Average West Texas Intermediate (WTI) fuel prices
declined by 8.3 per cent on an annualized basis to
US$97.07 per barrel (bbl.) in the quarter. The fall in
oil prices primarily resulted from the impact of
increased inventories as well as a slowdown in the
manufacturing sectors of the Euro area and China.
Increased oil production by Libya a major oil
exporter, an easing in concerns rega rding the
impact of geopolitical tensions in the Middle East
on oil production and a temporary closure of
refineries in the USA in the first half of the quarter
also contributed to the decline in prices.

PyTYNj Zy3cewe 668ecc 36 c b= 636 uThe priees @ alaminug = or dhe jLengon dletal

of these grains increased to record levels due to
favourable weathe r conditions in major producing
countries. Further, the impact of a moderation in

geo- political tensions in Ukraine, a major supplier
of wheat, also contributed to lower wheat prices.

Figure 10: Y2U =Zp 3yt rxnj =Z=¢ctee6t 42OC=¢€
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Exchange (LME) rose by 9.9 per cent for the
September 2014 quarter relative to the comparable
period in 2013, representing the first annual
increase since the September 2011 quarter. Higher
prices occurred in the context of reduced capacity
stemming from the imp lementation of an export
ban on mineral ore by Indonesia, which accounts
for 60.0 per cent of global bauxite exports. In
addition, the impact of smelter closures in the USA
and an improved outlook for growth for that
economy contributed to higher prices in the
quarter.

Agricultural commodity prices are expected to
trend upwards in the context of lower supplies due
to less favourable weather conditions over the next
four quarters. However, aluminium prices are
expected to trend marginally lower than previo usly
projected due to the expectation of increased

Alumina is used as a proxy for aluminium prices.
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supplies in the international market. An upward
adjustment to aluminium prices is also likely amid
signs that the Euro area economy may improve
given the implementation of additional stimulus.
With respect to crude oil, prices are forecast to
remain relatively stable for the next four quarters
given the impact of higher global supplies which
should be sufficient to meet demand.

International Financial Markets

The performance of financial markets for the
September quarter was characterized by marginally
lower US Treasury bond (USTBSs) yields and higher
equity prices relative to the June quarter. In
particular, the average yield on secondary market
trades for USTBs declined by 1 basis point (bp)
reflecting low er yields on long - term bonds (see
Figure 12). The fall in the average yield on USTBs
was influenced by heightened uncertainty about the

July to September 2014

The average yield on the JP Mo rgan emerging
market bond index (EMBI+) rose by 42 bps to 5.80
per cent. Higher yields on emerging market debt
stemmed from the impact of a technical debt

qUbhye 66 WC=ncs Ut O©2T3=3j =PUB6= 3]

purchasing managers index (PMI) which indicated
a slowdown in the manufacturing sector in the first
half of the quarter. In addition, the impact of
sanctions on Russia by the West contributed to an
increase in borrowing costs in that country as
investors feared that the Russian economy could
enter into rec ession in the near-term. In contrast,
the average vyield on Government of Jamaica
global bonds (GOJGBs) continued the trend
decline observed since January 2014 . The average
yield fell by 27 bps to 6.87 per cent during the
quarter, as domestic economic condi tions
continued to improve. In addition, investor
confidence was buoyed by five successful reviews

vdgnj Ze2eUO3W6U=htc=cy2j 2t s =hawAEPEWIL bFj YWlblogIWr gt scAcc

to a flight to safe have n assets. In this regard, the
average spread between the 3 - month USD LIBOR
and the 3 - month USTB (TED spread), an indicator
of this risk, rose by 130 bps to average 20.8 bps
(see Table 4).

Table 4: Average spread between the 3 - month USD
LIBOR and the 3 - month USTB (TED spread)

13Sep 229
13Dec 18.0
14Mar 18.7
14Jun 19.5
14Sep 20.8

Source: Bloomberg

Figure 12: Average Selected Bond Yields (Per Cent)
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Extended Fund Facility (EFF) with the International
Monetary Fund (IMF). In the context of the
foregoing, the sprea d between the EMBI+ and
USTBs is estimated to have widened by 45 bps to
3.75 per cent while the spread between GOJGBs
and USTBs narrowed by 26 bps to 5.76 per cent.

On average, selected stock market indices were
relatively stable during the September 2014
quarter. There was no change in either the Eurofirst
300 or the S&P 500 indices relative to the previous
quarter (see Figure 13). However, the Dow Jones
index rose by 1.3 per cent. The performance of
these indices mainly reflected the impact of
favourable  corporate earnings and positive
economic reports in the USA the impact of which

P¥j = thbhj U6= WC= wttwlctj =

timetable for increasing interest rates as well as
the less optimistic growth outlook for the Euro
area.

For the review quarter, th e US dollar strengthened
against most major currencies, reflecting the
impact of a better -than- anticipated expansion in
output for the USA in the June 2014 quarter as well
as favourable economic reports in the September

quarter for the USA. The US dollar, however,

weakened against the Canadian dollar and the

13
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Chinese Yuan. When compared to the Canadian
dollar the weakening was primarily as a result of an
increase in oil prices in July while the US dollar
weakened against the yuan largely as a result of
stimulus measures undertaken by the Chinese
government in September which led to an
appreciation of the currency.

Figure 13: Selected Stock Market Indices
(per cent)
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The Implications for the Jamaican
Economy

The developments in the international economy

239= 3= bhbystecyWoU=enywo=1t+=

trade (TOT) index. The index is estimated to have
improved by 11.8 per cent for the September 2014
quarter relative to the comparable period in 2013.
This improve ment reflected an increase of 8.9 per
cent in the Export Price Index (EPI) supported by a
decline of 2.6 per cent in the Import Price Index
(IP1).

With respect to the EPI, a rise in average tourist

expenditure as well as higher alumina prices

relative to the same period in 2013 underpinned
the increase. The estimated decline in the IPI

reflected reductions in oil and agricultural raw

material prices.

Wy A2wIN |
is favourable. This is primarily due to the forecast
for continued growth in the economies of

wyej2w3Inj = 63Xt c=Z ©cy4d42tg= nu3cOtUcj Y= nc2e63c26C=
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July to September

USA, the UK and Canada. Accordingly, earnings
from travel should increase, resulting in an
26uctsxlesltO=Z 2T=Z W36 RA2WHN |
index in the near-term.

The 2e6uctslslUtO= 2% =
expected be supported by lower crude oil prices,

partly offset by higher agricultural commodity

prices and lower aluminium prices. Crude oil,

supplies are expected to continue to exceed

demand, while a normalization in  the supply of
grains is anticipated.

oyt d= bhtc= wysy2wynj =
services is expected to improve while the value of
imports is projected to decline. In addition, it is
projected that remittance inflows will continue to
improve. This is in light of the improvement in the
6j3yWtec= 63cyrUo) = 2%=
partners. These factors should result in a further

2014
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light of the outlook for imported prices, there
should be a moderating impact on domestic
inflation. The outlook for the global economy is
consistent with the forecast for continued growth in
the Jamaican economy, particularly via additional
foreign direct investments.

Howeyey, odgwngide =rigks to glpbal grpynth persist
particularly as it relates to potentially slower growth
in the Euro area, Japan and China. Within financial

markets € T wdcO©3y2TO6C=cUgycd2ta=634=0udl

an increase in the interest rate could lead to lower
than forecast growth in the USA. Concurrently,
adverse weath er conditions could reduce global
supplies of grains and lead to higher grains prices

cUj eboB2ta=2t=3r=ZetbyatecyWouz=ee

TOT index.
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3.0 Jamaican Economy

Real economic activity for the September 2014 quarter is estimated to have contracted

July to September 2014

as a result of the

aaverse impact of drought conditions. Despite the temporary uptick in inflation, the pressure created on prices
was tempered by relatively weak domestic demand conditions. However, in terms of aggregate demand there
was an estimated i mprovement in Net External Demand which was reflected in a depreciation of the Jamaica

ot 663)cYZ36W4e0=] 6tbPCtI=Itd=WC=GpOGdtj ettt =3t =C6nuctsrdecldtO=Ct=w

where outturns and projections for inflation have remained wi  thin the target bands, the Bank maintained its

accommodative stance during the quarter.

Real Sector Developments
Aggregate Supply

For the September 2014 quarter, real Gross
Domestic Product (GDP) is estimated to have
contracted within the range of - 1.0 per cent to 0.0
per cent. This estimated outturn followed an
average expansion of 1.7 per cent over the
previous three quarters (see Figure 14). The
estimated outturn for the review quarter was largely
influenced by the negative impact of drought
conditions on agricultural crops and water
production, the effect of which was tempered
primarily by increased activities related to
infrastructural projects and growth in tourism.

Figure 14: Real GDP Growth
(12- Month Per Cent Change)
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Source: STATIN andrik of Jamaica
Economic activity is expected to improve over the next quarter
recovery from the drought conditions is anticipated.

The tradable industries are estimated to have
expanded during the review quarter, albeit below
the average growth of 5 .6 per cent for the

preceding three quarters (see Figure 15). This
outturn was primarily reflected in  Export Agriculture ,
Hotels & Restaurants and Transport, Storage &
Communication. In contrast, the non -tradable
industries contracted during the September 2014
quarter, relative to average growth of 1.2 per cent
for the first half of 2014.

Figure 15: GDP Growth: Tradable vs. Non -
Tradable Industries. (12 - Month Per Cent
Change)
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Source: Bank of Jamaica

The improvement in economic activity for Tradable ustties, which
began in the September 2013 quarter, has slowed for the Septemn
2014 quarter.

Agriculture, Forestry & Fishing is assessed to have
contracted in the September 2014 quarter following
four consecutive quarters of expansion. The
2t Y9e | O cedrmare uprimarily reflected a
reduction in domestic crop production (see  Figure
16). Preliminary estimates indicate that domestic
crop production contracted by 32.9 per cent,
reflecting the impact of the severe drought
conditions which started in the Ju ne 2014 quarter.
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Notably, domestic crop production declined to the
lowest level recorded since the December 2008
quarter. Additionally, productivity declined to 9.0
tonnes per hectare for the review quarter and
represented the lowest level on record for a quarter.
In contrast, export crop production is estimated to
have increased in the review quarter as the drought
conditions were less severe on the hardier long-
term crops. The performance in e xport agriculture
primarily reflected expansions in citrus and  coffee
production.

Figure 16: Domestic & Export Crop Production.
(12- Month Per cent Change)
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Sources: Bank of Jamaica & Ministry of Agriculture
The estimated contraction in domestic crop production for the revi

period occurred in a context of sevedrought conditions and lower
productivity. In contrast, export crop production largely reflecte
expansions in citrus and coffee relative to September 2013 quarter. In
December 2014 quarter domestic agriculture is expected to reca
partially from the drought while continued buoyancy is expected
export crop production for the remainder of the fiscal year.

For the September 2014 quarter, Electricity & Water
Supply is estimated to have contracted for the
second consecutive quarter. The outturn for  the
industry was primarily driven by lower levels of
water production. During the review quarter, the
National Water Commission continued scheduled
water lock - offs island - wide as inflows into its
catchment areas declined. In addition, electricity
consumpti on declined due to lower demand,
reflecting greater conservation and some switching
to alternative energy (see Figure 17).

Mining & Quarrying is assessed to have contracted
for the September 2014 quarter, the second

16

July to September 2014

consecutive quarter of contraction. The 21 Y9ej ©6¢c Cn j

performance was associated with lower alumina
production largely reflecting a decline in capacity
utilization at one alumina plant in a context of weak
global demand for aluminum. In contrast, the
production of crude bauxite increased mainly due
to an improvement in capacity utilization at the
bauxite plant which reflected recovery from
maintenance operations in the September 2013
quarter (see Figure 18).

Figure 17: Electricity Consumption & Water
Production. (12 - Month change)
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Sources: Jamea Public Service and National Water Commission

The sluggish performance of electricity consumption is anticipated
continue into the next quarter while water production is projected 1
return to seasonal levels in subsequent quarters.

Figure 18: Trends in Crude Bauxite, Alumina &
Total Bauxite Production. (12 - Month Per Cent
Change)
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Source: Jamaica Bauxite Institute

Total bauxite production has expanded since June 2013 largely du
increases in alumina production given efforts to improve capac
utilization at the alumina plants. For the December 2014 quart
capacity utilization in the alumina and bauxite industries is anticipa
to improve.
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Table 5.0: Industry Contribution to Growth
(September 2014 Quarter)

Estimated
Contributio Impact on
Growth
GOODS 2118 55104.5
. - 227.0
Agriculture, Forestry & Fishing 18.5t017.5
Mining & Quarrying 51 251015
5.8
Manufacture 151605
: -15.8
Construction 0.5t0 15
-107.8
SERVICES 051015
. 4.7
Electricity & \téa Supply 151505
Wholesale & Retail Trade, Repairs & -7.0
Installation -0.5t0 0.5
Hotels & Restaurants 35.6
3.5t045
o -24.3
Transport Storage & Communication 151025
’ . " 5.5
Financing & Insurance Services 051005
. . - 9.2
Real Estate, Reqgti® Business Activitie 05005
: 0.0
Producers of Government Services 05t005
) -18.2
Other Services 151025
Financial Intermediation Services Indi 2.2
Measured -0.5t0 0.5
TOTAL GDP 100.0 -10t000

Sources: Bank of Jamaica

Hotels & Restaurants is assessed to have expanded
for the September 2014 quarter at a faster pace

when compared to the average growth of 2.0 per

cent since the June 2013 quarter. The expansion

for the review period was driven by increases in
stop-over visitor arrivals as well as visitor
expenditure (see Figure 19). An improvement in
stop - over visitor arrivals largely reflected additional
airlifts to the island. Restaurants reflected a

marginal improvement in consumer demand.

Estimated growth in Transport, Storage &
Communication for the September 2014 quarter
would have resulted in the fifth consecutive quarter
of expansion for the industry. This performance
largely reflected growth in the transport and
communication sub - industries. Growth in Transport
reflected increases in domestic cargo movements
via water as well as visitor arrivals driven by both
stop- over arrivals and cruise passengers (see
Figure 20). The increase in  Communication

July to September 2014

stemmed from continued expansion in mobile data
subscriptions.

Figure 19: Total Stop-over Visitor Arrivals &
Visitor Expenditure. (12 - Month Per Cent Change)
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Visitor Expenditure
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Sources: Jamaica Tourist Board (JTB)

Stopover visitor arrivals has generally reflected growth since the fall
associated with Hurricane Sandy in October 20IBe expansion in
stop-over visitor arrivals has been primarily bolstered by additior
airlifts to the island.

Figure 20 Visitor Arrivals & Domestic Cargo
Movement. (12 - Month change)
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Sources: The Port Authority of Jamaica & Jamaica Tourist Board
Growth in domestic cargo movements is anticipated to persist in
December 2014 quarter.

Construction is assessed to have expanded for the
seventh successive quarter, largely in line with the
average growth of 1.2 per cent for the first half of

2014. The estimated expansion for the review
quarter was mainly influenced by infrastructural
programmes, particularly, the Major Infrastructure
Development Programme as well as the
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continuation of the Highway 2000 project. However,
lower housing starts by the National Housing Trust
weakened the positive performance for the industry.

For the review quarter, the Finance & Insurance
Services industry is estimated to have recorded a
marginal expansion, similar to average growth of
0.3 per cent s ince the June 2013 quarter. The
moderate growth in the industry was mainly
influenced by higher net interest income.

Aggregate Demand

Aggregate Demand is estimated to have declined
for the review quarter. The contraction in a ggregate
demand reflected an estimated decline in
Investment. The impact of this decline was partially
offset by estimated increases in Private and Public
Consumption as well as an improvement in  Net
External Demand .

For the review quarter, the improvement in  Private
Consumption was inferred from incre ases in total
credit card transactions and remittance inflows (see
Figure 21). However, the impact of the
aforementioned expansions was partially offset by
declines in real wages and total imports, in
particular consumer goods imports. The assessed
marginal expansion in private expenditure was
supported by an improvement in the consumer
confidence index from the Jamaica Chamber of
Commerce (JCC) Survey. The increase in
Government consumption was inferred from
marginal growth in non - interest expenditures.

The estimated contraction in
expenditure was inferred from a decline in
Government capital expenditure , the impact of
which was partially offset by increase s in capital
and raw material goods imports as well as foreign
direct investment.

Investment
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Figure 21 Remittance Inflows, PAYE & Total
Credit Card Transactions (12 - Month Per Cent
Change)
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Sources: Bank of Jamaica and STATIN

Remittance inflows have been trending upwards since the March 2
quarter. This upward trend is expected to continugoirthe next

quarter. On the other hand, total imports are anticipated to contract
the subsequent quarters in line with measures to increa
competitiveness.

Figure 22 Business and Consumer Confidence
Index (12 - Month Per Cent Change)
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The adjudged improvement in  Net External Demand
was inferred from an increase in the levels of
exports of goods & services as well as a
contraction in the levels of imports of goods &
services (see Figure 23). Higher estimated exports
reflected increases in rum, cocoa, coffee, citrus,
bauxite and alumina. The estimated decline in
imports was mainly reflective of a contraction in the
volume of consumer goods imports (see Figure
24).
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Figure 23 Trends in Exports & Imports of Goods
and Services (US$ Billions)
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Source: Bank of Jamaica & STATIN

Figure 24 Trends in Consumer Goods and Non -
Fuel Raw Material Imports (12 - Month Per Cent
Change)
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It is anticipated that the contractiom import of goods & services wil
be drivenby adecline in consumer goods imports in the upcomil
quarter.

Real Sector Outlook

Given the impact of the drought conditions, real
GDP is projected to be within the range of 0. 5 per
centto 1. 5 per cent for FY2014/15. It is envisaged
that growth for the second half of the fiscal year
should be in line with that of the first half. This
performance should be largely driven by,
Construction, Transport, Storage & Communication
and Hotel & Restaurants . Growth in Aggregate
demand for the remainder of the fiscal year is
expected to emanate primarily from an

0

July to September 2014

improvement in Net External Demand as well as an
increase in /nvestment. The projected growth is
primarily predicated on continued recovery in the
US economy an d improved business confidence.
The outlook for business confidence is supported

WC= ©34= cUje6Oj = hcte= ©3U=

Expectations survey and the JCC Business
Confidence  which indicated increases in

Wej2tTdjjUdjn=Zzuldcwlduoettr=th=z=62U=Zhe

An average eco nomic expansion of 2.1 per cent is
projected over the medium - term. % The main drivers
of growth are expected to be  Agriculture, Forestry &
Fishing, Hotel & Restaurants, Transport, Storage &
Communication and Electricity & Water. This
improvement should main ly reflect greater MNet
External Demand  consistent with increased
competi'[iveness4 and the impact of structural
reforms. In addition, Consumption is expected to
improve over this horizon.

The risks to the forecast, though less relative to the
preceding qu arter, remain slightly skewed to the
downside. In this regard, weaker demand
associated with slower than anticipated recovery in
the global economy, adverse weather and the
postponement of road and hotel projects may
negatively affect GDP projections over the near-
term.

® This does not include major projects in the pipeline such
as the Logistics Hub, 381 - Megawatt project and Harmony
Cove.

* The 2014-15 World Bank Global Competitiveness
ranking showed an eight (8) position improvement for
Jamaica relative to the 2013 - 14 rankings .
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Monetary Policy, Money and Financial Markets

Monetary Policy

During the September 2014 quarter, the Bank of
Jamaica (BOJ) maintained its signal rate, the rate
on the 30 - day Certificate of Deposit (CD), at 5.75

per cent (see Figure 25).5 This rate

has been

unchanged since the March 2013 quarter in the

context where outturns and projections fo

r inflation

have remained within the target bands (see Real
Sector Developments and Inflation Developments ).

In addition, domestic demand continue

policy stance remained consistent

d to be

with the

achievement of the monetary targets under the

Extended Fund

programme.

Facility (EFF)

supported

July to September 2014

made available to deposit - taking institutions (DTIs)
through repurchase arrangements, albeit at an
increased cost (see Box: Changes to the Liquidity
Management Framework for DTIs ). For the review
quarter, the overall Jamaica Dollar liquidity impact

thZ©@3UZpytynj = tulcyo2tt| = byj

$2.5 billion relative to the net injection of $12.4
billion in the previous quarter (see Table 6). The

wtte2tedd=tyo@z2tXqweett=th=62¢0c¢

operations resulted in improvements in the overall

53Ut Ucy66C=bUyxré==-vecOa3Ucet c dapidinegngitonsinthe market angd eoptripgesl 10
declines in selected market interest rates.

Table 6: BOJ Liquidity Operations
Apriii June 2014

InjectiolAbsorptio Net  Avg
Issue

July - September 2014

InjectiolAbsorptic Net  Avg
Issue

Figure 25: yt ©U c U] 6= c ? 6 UdaytCerdfipate coft |
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Source: Bank of Jamaica

Money Market

In addition to its regular 30 -43C=¢coY=Z©2UZ=p J,"kq,piq!it){ ?
included the

liquidity management operations

al NJt X

Sep-13]
Dec-13
Jun-14
Sep-14]

continuation of issues of special open market

operation (OMO) securities and

occasional

interventions in the fo reign exchange market (see

Table 6).

These operations were complemented

by increases in the amount of liquidity the Bank

® The Bank also maintained the domestic currency cash
reserve and liquid assets requirements at 12.0 per cent

and 26.0 per cent, respectively.

20

Rate

(J$BN) (I$BN) (I$BN) (%)
30day 50.97 569 590 5.75
182day VRCD  0.78 0.0 0.78
275day VR CD 1.84 0.0 1.84
365day VRCD  0.26 6.0 5.72 9.26
548day VR CD 0.00 0.6 -0.58 9.25
729day VRCD  0.00 0.0 0.00
182day FRUSD 1206 5.5 6.0 3
Repos (net) 214 0.0 214
FX (Trading Roo 3.53 134  -9.89
Net Injection -10.74
60t her 6 2308 23.08
Net Injection (All 12.34

Rate

(J$BN) (J$BN) J$BN (%)

63.92 6059 333 575
0.00 0.00 0.00
1.14 0.00 1.14

060 6.03 543 8.32

0.00 025 -025 84

0.00 0.04 -0.04 7.97
0.00 0.00 0.00
3.99 0.00 3.99
589 610 -0.21
2.53
0.00 0.00
2.53

Operations)
Source: B ank of Jamaica

Notes: (i) FR USD IB denotes Fixed Rate US dollar Indexed Bond
(i) Injections reflect maturities of instruments while absorptions
reflect new issues of these instruments in each time period, (iii)
Average rates on VR CDs reflect average ini tial coupons, and (iv)
nweaUcnzZ2twbedUj = O©3U4=uecwadyj dz=

taking institutions.

There was also an improvement in US dollar

uring the quarter, which stemmed from

increased earner flows as well as the impact of an

improvement in  confidence.

Against this

background, the Bank used the opportunity to
elongate some of its foreign currency liabilities. In
particular, the Bank prepaid US$70.0 million on
some shorter - dated US dollar CDs and offered

longer- dated instruments to

the market, including

for the first time, a 7 -year instrument (see Table
7). The Bank also announced that it would

2
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exercise its option to call US$80.0 million of the

shorter- dated USD CDs in November 2014.

Table 7 Placements & Maturities of

Instruments

Aprill June 2014

BOJ USD

July- September 2014

Placemen AveragePlacemen Maturities Average

(US$MN) Rate (%, (US$SMN) (USSMN' Rate (%)

2year FRUSD C 0 - 0.0 70.0n

3year FRUSD C 0 - 0.0 0

4year FRUSDC 2.9 5.00 82.3 0 4.55
4.5yearFRUSD (  16.4 5.25 0 0

5year FRUSDC 23.8 5.50 99.6 0 5.05
7-year FRUSD C 0 - 4.1 0 5.50
3year FRUSD € 229.9 4.60
TOTAL 273.1 186.0 70.0

Source: Bank of Jamaica

Note: (i) There were no maturities of BOJ USDrimsénts during the
June 2014 quarter.

# Indicates placements that were made on special USD and
AYyaidNHzySyia O2yOdaNNByid gAiGK (K
The average rate is the weighted average of the rates on the vai
placements.

A On04 August, the Bank exercised its option to prepay BOJ FR US
due to mature in February and March 2016.

Financial Markets

Interest Rates and Bond Market

For the September 2014 quarter, there was a
general decline in short - term market interest rate s,
continuing the trend since the June 2014 quarter
(see Figure 25). In particular, there was a fall in
rates in the private repo market with the interbank
rate declining by 167 basis points (see Figure 26).
The general decline in rates was influenced by the
improved Jamaica Dollar liquidity as well as the
relative stability in the foreign exchange market.

With regard to GOJ Treasury Bills, excluding the
30- day tenor, there were declines in yields at each
successive monthly auction during the quarter.
However, the yields at end - September 2014 were
above those at end - September 2013.

Excluding Treasury Bills, there were no offers or
maturies of GOJ domestic debt instruments during

July to September 2014

the review quarter. However, the GOJ successfully
approached the interna tional capital market during
the quarter. On 01 July 2014, the GOJ issued
US$800.0 million of a 10 -year bond that matures
in 2025, at a coupon of 7.625 per cent, which is
equivalent to its par price and represents the
lowest coupon that Jamaica has ever a chieved for
a long-term international bond issue. The
transaction was announced with an initial size of
US$500 million but was increased to US$800
million based on overwhelming investor demand.

Figure 26: Average Selected Market Interest Rates

%
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e «i» @ O/N (PMMR)
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Souce: Bank of Jamaica

Notes: () PMMR is the private money market rate (i) O/N is
overnight rate in the market accessible by all financial institutions w
the interbank rate (I/B) is the overnight rate accessible only by banks

Exchange Rate

The weighted average selling rate of the Jamaica
Dollar vis-p-vis the US dollar closed the
September 2014 quarter at J$112.67 = US$1.00
reflecting a slowing of the pace of depreciation to
8.8 per cent from 10.7 per cent at the end of the
previous quarter (see Figures 27 and 28).The
slower pace of depreciation continued the trend
observed since the September 2013 quarter.

Underpinning the slower pace of depreciation for
the September 2014 quarter was the impact of the

Utrdtcj UsUtrO=1tbhb=63U=wt e th®c Cnj = unlc
gouvnj ZoytysetazoccYwyotc=tr=3Uc=>
Yyt =399gee2ttvy=eaUdzgtrlUdctsdtoOnj Zje

issue in July 2014 underscored investor confidence

2t=Z©e2U=Z¢pftrlUctelUtON) Z=nctacyyee U=
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economic prospects. There was also a trend
decline in the net demand for foreign currency to
satisfy Balance of Payments current account
transactions (see Figure 27). For the first half of
the fiscal year, it is estimated that the fall in net
demand was primarily influenced by a 1.0 per cent
decline in imp orts while inflows from current
transfers and travel increased by 2.8 per cent and
9.3 per cent, respectively.

Y3UdcU=Zpbyj =231t =ZUj 626 30UY=3gy2+ =<
competitiveness of 2.9 per cent as measured by
the real effective exchange rate (REER), for t he

September 2014 quarter . This followed a gain of
6.1 per cent in the previous quarter.
gain reflects a loss during the review quatrter.

Figure 27: Percentage Change in the Real Effective
Exchange Rate (REER), WASR and Net Demand (twelve |
mont h point - to- point)
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Source: Bank of Jamaica

Notes: (i) Decline in the REER implies improvement in external
competitiveness
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Figure 28: WASR of Select Major Currencies (e.0.p.)
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Equities Market

For the year ended September 2014, there were
declines for all the Jamaica Stock Exchange (JSE)
indices relative to the annual changes as at end
June 2014. These declines ranged between 5.8 per
cent and 26.2 per cent. In particu lar, the JSE Main
Index fell by 14.5 per cent to close at 72 238.0
points relative to a fall of 18.6 per cent for the year
ended June 2014 and a decline of 3.1 per cent, on
average, at end - September for the previous five
years (see Figure 29).° Notwithstanding these
annual declines, there was a 2.1 per cent increase

in the JSE Main Index for the September 2014
quarter relative to the June 2014 quarter. Notably,
this increase occurred following four consecutive
quarters of declines.

Figure 29: Annual Growth of the JSE Indices
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Bank of Jamaica

® In addition, the All Jamaica Composite and the JSE

Select indices declined by 5.8 per centand 9.1 per cent,
respectively, for the year ended September 2014. The
Crosslisted, Junior and Combined indices d eclined by
26.2 per cent, 15.0 per cent and 14.7 per cent,

respectively.
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The performance of the equities market for the
review period reflected continued weak investor
confidence notwithstanding positive
macroeconomic developments. These positive
developments included achievement of the targets
and structural benchmarks under the EFF
supported programme up to the June 2014 quarter

July to September 2014

year ended June 2014 ( see Figure 31). The
increase in the market performance indicators was
largely attributab le to National Commercial Bank
Limited (NCB) and its subsidiary, NCB Capital
Markets Limited, selling their 32.6 per cent share
of Kingston Wharves Limited during the latter part
of the review period.

ytYd=3=cUsej2tt=th=w3ysyawinj=te66ttr=hctsc=j O3WH6U=6F=
nutj2ee23d=ZWC=ZvYeyr+rd33cd=ZvY =611 cn The adyddé toadecing matfb tvag @ 2Efor the year

Higher returns on money m arket instruments and
capital gains on foreign currency investments
provided more attractive options relative to local
equities investments. In particular, returns on
Jamaica Dollar money market securities and

capital gains on foreign currency investments  were

4.0 per cent and 8.9 per cent, respectively, relative
to losses of 17.4 per cent on equities investments

ended September 2014 relative to 4:21 for the year
ended June 2014. Finance accounted for three of
the top ten declining stocks, recording an average
price depreciation of 31.4 per cent and occurred in

the context of mixed earnings performance of

companies in  this category. In contrast,
Manufacturing accounted for four of the top
advancing stocks, recording an average price
appreciation of 9.4 per cent ( see Table 1).

for the year (see Figure31).7 Y2UzZpowownj Zwtte2tedd=

offering of variable rate (VR) CDs at attractive
premiums also provided a more attractive
investment option.

Figure 30: Returns from Fixed Income Investments and
Gains from JSE Main Index and Foreign Currency
Investments (12- Month Per Cent Change)
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Despite the overall decline in the JSE Main Index,
there were improvements in some market
indicators for the year ended September 2014
relative to the annual performance at end - June
2014. The value of transactions and volume of
stocks traded increased by 11.8 per cent and 20.8
per cent, respectively . However, the number of
transactions declined by 5.3 per cent relative to the

" Returns and capital gains are calculated as the 12 -
month point to point change.

Figure 31: Annual Movement in Volumes, Values
Traded & Number of Transactions
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Table 8: Average Stock Price
Appreciation/Depreciation by Sectors

Advancing Per cent
Communication’ 61.1

Tourism* 16.7
Manufacturing 9.4

Retail* 43.8
Conglomerates* 4.9

Declining

Finawial 314
Manufacturing -20.8

Retail* -26.4

Other -46.4
Communication’ -20.6

Source: Jamaica Stock Exchange and Bank of Jamaica
*Reflective of an appreciation/depreciation of one stock.
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Credit

Annual growth in the stock of commercial bank
loans to the private sector decelerated to 4.8 per
cent as at end - September 2014 from 9.6 per cent
as at end - June 2014 (see Table 9).8 This was
also lower than the growth recorded for the last
five years ending September. The relatively weak
performance of credit primarily reflected a decline

in foreign currency loans, since lending in
domestic currency continued to expand, albeit at a
slower pace (see Figure 32). The annual growth in
credit resulted in part from a marginal expansion in
credit for the review quarter. The growth in the
quarter was consistent with the expectations for an
increase in both the demand and supply of credit
}3j = tedb2TU9= WYC= 64t 94dcj =
Credit Conditions Survey conducted in July 2014
(see ptht = pwwngrE Gredi®y cCOnditions
Survey).

Table 9: Annual Change in Credit to the Private
Sector by Commercial Banks

Annual Flows (J$ mn) Sepl3 Junl4 Sepld

Private Sector Credit 49 842.9 29 007.7 15 213.6

Percentage Change 18.6 9.6 4.8

Loans & Advances 51 367.0 32531.9 19 909.3
Less Overseas Residel 456.1 26385 3799.0
Add Corporate Securitit (1067.9) (885.7) (896.7)

Source: Bank of Jamaica
The figures represent the annual change in the stock.

Figure 32: Growth in Private Sector Loans and
Advances (12- month percentage changes)
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Source: Bank of Jamaica

® Private sector credit includes total loans & advances
and corporate securities less loans to overs eas residents.
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The deceleration in the annual growth of credit
primarily reflected a slower pace of growth in loans
extended to households and business lending (see
Table 10. With the exception of Manufacturing, the
slower growth in business lending was reflected
across all sectors. There were net repayments in
Mining & Quarrying and Professional & Other
Services. Of note, with the exception of Mining &
Quarrying and Entertainmen t, there were net
repayments in foreign currency loans by all
sectors.

Table 10: Distribution of Total Loans & Advances to
the Private Sector by Commercial Banks
Annual Flows (J$ mn

€ Sepld  Junld  Sepld
Business Lending 202153 94458 5003.9
Agriculture & Fishing 19709 34555 1138.2
Mining & Quarrying 104.0 115.6 36.8
Manufacturing 418.1 1533.9 1812.0
Construction & Land Developr 2 005.7 14585 1099.2
(T:fr:ifsx'caﬁon Storage 10913  799.3 1.0
Tourism 2556.9 304.9 253.1
Distribution 3990.3 3299.9 32605
Electricity, Gas & Water 4461.3 (1685.3) (2842.4)
Entertainment 1286.4 491.5 283.1

Professional & Other Services 2330.2 (327.9) (37.6)

Personal & Other Léimg 31151.7 23086.1 14905.3
Personal 30695.6 20447.6 11106.4
Overseas Residents 456.1 26385 3799.0
Net Lending 51367.0 32531.9 19909.3
Annual Growth 18.9% 10.7% 6.2%

Source: Bank of Jamaica
Notes: (i) Loans & Adwmaes include local and foreign currency loa
extended to businesses and individuals.

The slower growth in personal and other lending
reflected the slowdown in the growth of personal
loans, the impact of which was offset by an
increase in loans to overse as residents. The
deceleration in personal loans reflected a slower
pace of increase in mortgage and instalment loans
as well as net repayment of loans for insurance
premiums and other miscellaneous loans. The
slowdown occurred d espite lower interest rates on
personal loans and lower rates on loans and
advances to the private sector , in general (see
Table 11). In this context, the continued declined
in real wages may have contributed to the lower
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demand for personal loans during the review Money
period. With respect to the quality of the loan
portfolio, the ratio of non - performing loans to

As at end - September 2014, the annual increase in
base money was $4.2 billion (4.5 per cent) relative

private sector loans declined by 1.1 percentage to $5.7 billion (6.3 per cent) as at end - June 2014
points on an annualized basis, to 5.3 per cent at (see Figure 34 and Table 1 2).

end- September 2014 (see Figure 33).

The expansion in

base money reflected net currency issue of $3.4
Wwee62tt=3td=3ytr=2twcUyjU=2+=0834=
cash reserve of $1.6 billion, which more than offset

an $806 million decline across the com mercial

Table 11: Commercial Bank: Domestic Cu rrency
Lending Rates by Loan Type

2013 2014 ) _ _ L
Wyt rxjn=zweccUtroO=y3wwt et 6 € =
Jun Sep Jun Sept
OVERALL 1759  17.45 1750  16.71
Figure 34: Money multiplier vs Growth in Base and
Public Sector 9.69 10.20 16.10 10.28
Broad Money (Annual percentage changes)
Local Govt. & O.P.E  10.49 10.57 11.47 11.35
Central Governmen ~ 9.57 10.14 16.61 10.10 30.0 -
Private Sector 17.8 17.60 17.53 16.82 7
Instalment 17.35  16.86 16.29  16.41 20.0 A
Mortgage 9.75 9.93 9.79 9.76
10.0
Personal 23.76 25.02 25.53 23.8
Commercial 12.40 12.66 12.98 12.85 0.0
Annual Chang@asis Points) -10.0 o o
Jun Sep Jun Sept Cé’_od,
L
OVERALL 22 13 9 74 wa
Public Sector 7 51 641 8 Base Money
Local Govt. & O.P.E 45 9 99 78 Broad Money
Central Governmen 10 57 704 -4 Source: Bank of Jamaica
Private Sector 18 -16 -23 -78
Instalment -121 -49 -106 -45
With regard to the sources of the change in the
Mortgage -51 18 3 -17 9 ) _g
personal 258 127 177 154 monetary base, there was an increase in the NIR
Commercial -130 27 59 19 stock of US$1.3 hillion relative to end - September
Source: Bank of Jamaica 2013 (see Table 12). A significant factor explaining

this increase was the receipt of US$800 million
bcte=z 62U0= ptalUctelUtrON|] = Tect Wt td

Figure 33: Commercial Bank Loan Quality addition, there were net placements on the FR US

(pflrc_erltages) dollar CDs (USD CDs) of US$830.0 million, of
0.8 NPL/Private Sector which US$186.0 million was placed in the
& —— NPL/Total Loans September quarter . ° The liquidity injection that

emanated from the increase in the NIR was partly

offset by a decline in the net domestic assets

(NDA). This fall in the NDA was mainly t he result

th=Z 3= cUdewo2tt=Z2t=Z03U=Zpytxnj =t
public sector as well as a decline in OMO liabilities.

The lower net claims on the public sector mainly

w B (2] (2] ~ [ee] o
1 1 1 1 1 1

23933949 d NN YNNI reflected the increase in Central Government
F{EEEiIEEE5s55538553 -
$38E38388383883888388838 deposits at the Bank from the Eurobond proceeds.

Source: Bank of Jamaica
° At end- September 2014, gross reserves amounted to

US$2 745.99 million, representing 1 9.6 weeks of goods
and services imports.
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Table 12: Bank of Jamaica Operating Targets of the Jamaica Dollar vis - n-vis the US dollar. In
Stock Flows the context of the faster pace of increase in the
Septl3  Sepil4 Jamaica Dollar value of private sector foreign
NIR (US$MN) 910.1  2200.6 12905 . . .
currency deposits relative to total private sector
NIR(I$SMN) 85681.0 234096.3 148415.3 ) o )
- Assets 1613008 2888483 127 538.5 deposits, the dollariz ation ratio was 44.5 per cent
- Liabilities 756289 -54752.0 20876.9 at end - September 2014 relative to 41.7 per cent at
end- September 2013.
NetDomestic Assets 6402.3 -137 847.0 -144 249.0
-Net Claims on Public Sec 162 943.8 110 474.8 -52469.0
- Net Credit to Banks 21 1243 226060 -14817 - _
-Open Market Operations 53 306.5 -35206.8 18 099.7 Figure 35: Broad Money and Nominal GDP Growth
- Other -82110.6 -190508.0 -108 88.0 (percentage changes)
-o/w USD FR CDs 0.0 -91040.8 -91040.8 10.0 4
8.0 - S
Monetary Base 92 083.3 96 249.6 4166.3
- Currency Issue 58183.1 61573.4 3390.3 6.0 1
- Cash Reserve 32689.2 34271.2 1582.0 40 4
- Current Account 1211.0 405.0 -806.0
Source: Bank of Jaita 2.0
o 0.0
At end - September 2014, the money multiplier for Nominal GDP \
-2.0 4
M2J was lower than the outturn at end - September —M2J
2013. This decline reflected a faster increase in A0 5 0 00O NN Nm®M®m g
LY APl ol ol g
the reserve-to-deposit ratio relative to the 5998503850855 85538858
SNAQOS"PNAOSSPNAOSSNAOSOPNAOSSN

currency- to- deposit ratio for the period. The
increase in the reserve- to- deposit ratio continues
to mirror the weak credit growth while the growth in
the currency - to- deposit ratio occurred in the
context of a continued decline of real disposable
income s, which necessitated the need for greater
money holdings.

Source: Bank of Jamaica

Broad money, as measured by M2J, declined by

1.6 per cent as at end - September 2014 reflecting
the smaller multiplier. Further, the expansion in

broad money continued to be significantly

outpaced by the growth in nominal Gross Domestic

Product (GDP) (see Figure 35). Consequently, the
pace of increase in broad money continues to

pose little upside risk to inflation.

There was a deceleration in the annual growth in
M2*, the measure of broad money supply that
includes the Jamaica Dollar value of foreign
currency deposits, at end - September 2014. M2*
grew by 2.0 per cent relative to growth of 5.2 per
cent at end June 2014 and 16.4 per cent at end
September 2013. The growth relative to 2013 was
influenced by an increase in the US dollar stock of
foreign currenc y deposits as well as depreciation
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Box: Changes to the Liquidity Management Framewo rk for Deposit - taking Institutions
and Developments in the Money Market

An overview of the existing components of since 04 August 2014, the Bank has allocated

the Enhanced Ll'qu/dily Management liquidity under the BRO to satisfy all bids
Femr irrespective of the relative asset size of the

The Bank of Jamaica (BOJ), in 2013, implemented BTl
an Enhanced Liquidity Management Framework
(ELMF) for deposit - taking financial institutions
(DTIs) in response to concerns regarding the

Subsequent to the refinements, total
allocations under the BRO increased to 100.0
per cent from 35.0 per cent at end - September

availability of liquidity and its potential impact on 2013. In addition, the outstanding stock of
credit. The main components of this facility  were: repurchases increased to 5.2 billion at the end
a. Bi- Monthly ~ Repurchase  Operations of the quarter from 2 billion at end - September
(BRO), which commenced in  September 2013, are 2013.  Concurrently, the frequency of use of

conducted on a two -week cycle whereby DTIs the SLF declined to 5.0 per cent from a pe _ak
nb6ywld=wed) =pe2eea3=zea3ld=¢cldtoe6c36=p ﬁa’fé'oﬁoﬁe:r&htgt'grmf_%gr&]%&&tégg j-l-a:ble
targeted liquidity injection,  liquidity s then 1). However, with the doubling of the limits
apportioned to each participating DTI based on accessible by DTIs under the SLF, the average
their relative asset size. Repurchases have a  14- size of transactions increased to $1 857 million

1
day tenor ". S N , for the quarter.
b. A Standing Liquidity Facility (SLF), which

was formalized in December 2013, establishes
pre- approved limits for each DTI. The DTI can
automatically access amounts up to the pre -
approved limit through an overnight repurchase
from the BOJ. *°

The Bank implemented refinements to the ELMF in
the September 2014 quarter as a part of the thrust
to provide greater assurance of the availability of
liquidity to the financial system.

The objectives of refinements to the Enhanced

Liguidity Management F ramework

1.0 To provide greater liquidity assurance to

the financial system

The refinements aim to provide even

greater predictability to the provision of liquidity
to DTIs, thereby allowing short term money
market interest rates to stabilize and DTIs to
allocate more resources to credit.
Consequently, as of 04 August 2014 the limit
on the SLF for each DTI was doubled, thereby
increasing the total funding available to DTIs
to $7.3 hillion from $3.65 billion that was set in
December 2013. With respect to the BRO,

10 The interest rate on these operations at the time of
implementation was 7.25 per cent for the SLF and6.0 per
cent for the BRO. More details on these components of the
ELMF during the initial stages are presented in Box 2 published
in the Bank of Jamaica Annual Report, 20XBg 63).
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Table 1: Bank of Jamaica Summary Statistics

The Enhanced Liquidity Management Framework

Outstanding Repurchase Balances under EL

July to September 2014

for Operations Conducted under

BANK OF JAMAICA: SUMMARY STATISTICS RE LIQUIDITY MANAGEMENT FRAMEWORK (LMF)

($Imn) end-Sept. 2013 end-Dec. 2013 end-March 2014 end-June 2014 end-Sept. 2014
SLF n/a 0.00 125.00 0.00 0.00
BRO 2,000.00 11,500.00 0.00 0.09 5,200.00

Usage of Liquidity under ELMF

Sept. 2013 Qtr..

Dec 2013 Qtr.

March 2014 Qtr.

June 2014 Qtr.

SLEequ (%) n/a 20.00 60.00 20.00 5.00
SLE,{$mn)? n/a 183.33 755.19 708.00 1,857.25
BRQIIoclbidratio (%)7,/ ---------------------- 35 61 48 00 ---------------------- 1 00

Y The frequency of use for the SLF is measured as the number of days liquidity is accessed relative to the number of business days within the perid
2/ Measured as the simple average of the liquidity accessed by DTIs within a quarter.
% The ratio measures the total allocation for operations within a quarter as a proportion of the total bids received.

2.0 To align interest rates on liquidity facilities with
market- determined interest rates

The Bank recognizes that its money market
operations can facilitate arbitrage opp ortunities
across market segments and promote unnecessary
risk- taking by financial institutions ™. To this end,
the interest rates payable on the BRO and the SLF
were also refined on 04 August 2014, to realign
those interest rates to market - determined rates .
Accordingly, the interest rate on the SLF and BRO
was set at 3.75 percentage points and 3.25
percentage points, respectively, above the BOJ
30-day open market operations (OMO) interest
rate. Given the current 30 - day OMO interest rate
of 5.75 per cent the interest rate on the SLF is 9.5
per cent relative to 7.25 per cent previously, and

' In providing liquidity assurance, central banks are

mindful that there is the need to balance the provision of
liquidity insurance with moral hazard risks. In this context,
the moral hazard risk is that the availability of liquidity
insurance may induce financial institutions to engage in
more risky practices than they would otherw ise.
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on the BRO is 9.0 per cent relative to 6.0 per cent
previously.

In addition to the SLF and the BRO, the ELMF

includes a provision

for

unqualified

liquidity

assurance to the financial system through the
introduction of an excess funds rate (EFR), which
allows DTIs to access overnight liquidity for
amounts in excess of their individual SLF limit.
Previously, the provision of liquidity above the SLF
the discretion of the central

limit was subject to

bank. The EFR is set at 5.80 percentage points
above the 30 - day OMO interest rate such that the
rate is 11.55 per cent (see Table 2).
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\.

BEFMONTHLY REVERSE 14-days
REPURCHASE OPERATION (BR

STANDING LIQUIDITY FACILITY .
(SLF) Overnight
EXCESS FUNDS RATE (EFR) Overnight

Table 2: Interest Rates on Repurchases under the ELMF for DTls

Interest Rate at Inception Interest rates effective as of
(2013) 04 August 2014

6.0% 9.0%
(30-day OMO rate (30-day OMO rate
plus 0.25pp) plus3.25pp)
7.25% 9.50%
(30-day OMO rate (30-day OMO rate
plus 1.50pp) plus 3.75pp)
7.25% 11.55%
(30-day OMO rate (30-day OMO rate
plus 1.50pg) plus 5.80pp)

# DTls can access additional amounts above the SLF limit only upon approval of the Bank.

These refinements in the interest rate structure
represented the initial step in the establishment of
an interest rate corridor, which the Bank envisions
will be a part of its m edium- term monetary policy
framework to anchor and consequently stabilize

rates (see Chart below). In particular, the inter -
bank rate, the rate on overnight loans between
commercial banks, ranged between 3 per cent and
4 per cent at end - September 2014 compared with
the range of 4.5 and 10.5 per cent as at end -

short-6Udce=63crxUB=216UcU|] 6= c ) 68U peptembed RE3. h Gftndte the dveyag® 30U = day

corridor is currently the interest rate on the 30 - day
open market operations (OMO) instrument interest
rate, which remains the BOw" | = | &gt Th®
ceiling of the corridor is the interest rate on the 14 -
day BRO, as this is the longer tenor used for
liquidity provision by the Central Bank within the
ELMF (see Chart below).>  These changes are
consistent with the practice of other central banks
which use interest rate corridors to manage short -
term interest rates. It is expected that adequate
JMD liquidity provided through the two operations
of the ELMF should anchor short -term money
market interest rates within the corridor. With in this
new paradigm, DTIs are expected to improve the
forecasting of their liquidity needs and better
assess the opportunity costs of borrowing in the
money market versus accessing liquidity from the
Central Bank.

The developments in the money market

Since the refinements to the ELMF liquidity
conditions have improved relative to the
corresponding period of September 2013.

Consequent on the improved JMD liquidity, there
have been declines in both average 30 - day private
money market interest rates and the inter- bank

12 The current interest rate corridor is depicted in Chart 2
using the 30day OMO interest rate as the floor and the lday
BRO repo rate as the ceiling.

repo rate of 8.3 per cent at end - September 2014
was largely similar to the rate at end - September
2013 but represented a decline relative to the 9.3
per cent as at end - June 2014. *®

Notably the 30 - day private mone y market interest
rates have fluctuated within the established interest
rate corridor, which contrasts with the behaviour
during the first 11 months of the ELMF. In
particular, the private 30 -day repo rate was, on
average, 50 basis points below the ceilin g during
the last two months of the September 2014
quarter. However, the interbank interest rate was,
on average, below the floor by 140 basis points as

©3U=pytrnj Z62pe29420C=tulcyoatt]

only commercial banks. Eventually, it is expected
that the overall impact from the liquidity operations
should be manifested in other segments of the
money market, as banks that have a greater
assurance of meeting their own short - term liquidity
needs should be more willing to extend loans to
other financia | institutions. This should further
reduce the volatility in short -term interest rates
over the near- term.

13 At the end of the June 2014 quarter, there were no
interbank trades reported
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~N

Figure 35: Bank of Jamaica Interest Rate Corridor (3) and Money Market Interest Rates
(September 2013 | September 2014)
12.0 r 12.C

11.54 - 11k
11.0 - 11.C

BOJ Interest Rate Corridor L 5.0
—0O— Mid-point of pvt. 30-day Repos(mnthly avg.) - 4.5

=0 Mid-point Interbank (O/night) -mnthly avg.

2.5 : : : : : : : : : : : :
Sep-13 Oct-13 Nov-13 Dec-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 Aug-14 Sep-14

\Source: Bankfalamaica /
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Box: Credit Conditions Survey

Overview

Y23U=cUje66j =th=03UZphwn | =9 ¢ ) tebdérs Mdcated iHckeas® 8 credit S@@ein the =

Survey indicated that lending conditions were less
tight for the June 2014 quarter, relative to the
March 2014 quarter (s ee Figure 1).* The
conditions for the review quarter primarily reflected
an easing of credit policies applied to secured
loans as lenders increased the size of credit lines
and extended repayment periods for these loans.
Increased credit card limits was also an indication

of the less tight lending conditions. For the
September 2014 quarter, lenders indicated that
they anticipate tighter credit conditions than in the
June 2014 quarter, primarily due to more stringen t
policies for unsecured loans.

(Figure 1: Index of Credit Market Conditions \
106 - - 106
104 - - 104
102 - September | 102

Forecast
100 hossnnnnnnnnnne\Ngo I Eossenas s s sssasssassaannnnnnns L 100
re<2
9 1 87 | B
96 - - 96
94 - L 94
Dec-13 Mar-14 Jun-14 Sept-14*
e Secured Credit
=i Overall Credit Terms
Unsecured Credit

{2dz2NDOSY .yl 2F WIYFAOlFQ& vdz NI

Notes: (i) The index is the average response for changes in eight ¢
terms reported in the Credit ConditionSurvey. (ii) The indices wer
amended relative to the March 2014 quarter Survey to reflect i
following change:

An index greater than 100 indicates an easing of credit market condit

while an index below 100 indicates a tightening of market condstion

 The survey collects primarily qualitative information on
changes in the demand and supply of credit to
businesses and individuals from commercial banks,
building societies, near banks, credit unions and
development banks.

July to September 2014

Credit Supply

June 2014 quarter. The index of 104.6 for the
period was also higher than the 102.1 indicated in
the previous survey. The outturn in the index for the
June quarter reflected increases for both local and
foreign currency loan facilities (see  Table 1).
Greater credit availability was made accessible to
both businesses and households. However, a lower
proportion of the credit supplied was allocate d to
businesses relative to the previous quarter. Of the
credit allocated to businesses, there was a
redistribution of credit from small and med ium
entities to large companies

Gable 1: Credit Conditions Indices \
De;ggber March 2014 June 2014
Survey Suwvey Survey
Deel3  Marld 31“; Junld Sepla*
(Cégﬁ’)'tsu"p'y Index 1004 1060 1021 1046 1067
. i 104.6
Business Credit 102.3 1021 104.1 107.4
. 108.8
Personal credit 92.9 123 105.7 105.4
Credifri Jamaica na 1089 1034 1057 1117
Dollar
Creditin U.S Dollar n.a 100.3 100.7 102.5 103.0
CreditDemandinde g5, 937 1035 1062 107.6
(cDIy
Business Demand 99.1 97.9 98.9 99.8 101.9
o 100.1
Demand by individu 93.9 112.7 119.0 1191
Creditin Jamaica 1086  107.0 104.0 1044 104.2
Dollar
Credit in U.S dollar 76.9 889 939 952 995
{2dNDSY . Lyl 2F WFYFAOI Q4 / NBRIA

Notes: (i)*-Expectations for the quarteindicated by respondents
Ay GKS LINBQGA2dza adNWS@ o60AAO ay
and (iii) Indices greater than 100 indicate an increase in the variable|

thile an index less than 100 indicates a decline. )

For the September 2014 quarter, le nders anticipate
a stronger increase in overall credit availability,

reflecting an expansion in business credit. This

expansion was underpinned by improvements in

their perceptions of current and future economic
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/F|gure 5: Distribution of Private Sector Loans
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conditions as well as increased efforts to target
other market segments based on perceived
opportunities in those areas.

Credlit Demand

There was a stron ger than anticipated increase in
overall demand for loans in the June 2014 quarter
(see Table 1). For the review quarter, the index
rose to 106.2 from the 103.5 that was anticipated

in the previous survey and the o utturn of 98.7 in
the March 2014 quarter. The outturn for the review
quarter represented the first increase in demand
since the December 2013 quarter survey. The
growth in overall demand for the quarter primarily
reflected strong interests in local curren cy personal
loans in all categories; particularly, credit cards
and debt consolidation. Partially tempering the rise
in demand for personal credit was a decline in
demand for business loans denominated in foreign

32
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currency. Lenders reported that the continu ed
depreciation of the Jamaica Dollar was the main
factor behind the decline in the demand for foreign
currency loans.

With respect to the September 2014 quarter,
lenders anticipate a further expansion in the
demand for credit, reflected in an index of 107.6
relative to the 106.2 recorded in the June 2014
survey. Stronger demand is expected from both
households and businesses for local currency
loans.

Price of Crediit

Interest rates on all categories of local currency
loans increased for the June 2014 quarter relative
to the March 2014 quarter, with the exception of
personal credit, which recorded a reduction (see
Table 2). Lenders reported that the higher rates
reflected robust demand for local currency loans.
The higher interest rates occurred despite the

pytrnj ZtU@z2tXYwoOett=th=620€c2d2E

the June 2014 quarter and a general decline in
money market interest rates. Higher interest rates
for lending were reflected in loans accessed by all
sizes of businesses, particularly medium - sized
businesses. A similar pattern was observed for
interest rates on foreign currency loans. Lenders
reported an increase in interest rates on foreign
currency business loans, notwithstanding the weak
demand for these loans.

-

Table 2: Interest Rates on Local and Foreign Currency Loans \
De;ggber March 2014 June 2014
Survey Survey Survey
Jur:
Decl4 Marld Jun-14* 14 Sepl4*
Local Currency
Loans
Business loans = 13.2 15.39 17.8B 16.52 16.66
Personal loans ~ 20.6 20.69 20.78 19.25 18.86
Prime rate 18.6 16.9 16.93 17.03 17.22
Foreign
Currency Loans
Business loans 8.5 7.94 9.57 9.02 9.74
Prime Rate 7.7 9.06 9.16 9.42 9.45
{2dz2NOSY . Iyl 2 MditwhsBuneyDl Qa / NBRA G
Notes: * Expectations for interest rates indicated by respondents of the sur
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For the September 2014 quarter, further increases
in overall interest rates on local currency business
loans are anticipated, while rates on personal
loans are expected to continue to decline. Despite
the anticipation of a contraction in demand for
foreign currency loans for the September 2014
quarter, lenders still expect rates on these loans to
increase. In particular, the higher rates for foreign
currency business loans are antici pated for large
and micro firms .

For more detailed analysis of the survey see BOJ
Credit Conditions Survey Report *°.

K Figure 6: Interest Rates on Local Currency Loans \

Personal
Loans
25.0

Medium
Firms

Micro
Firms

Small Large
Firms Firms

September 201 4mmggumm March 2014 e==gm== Jjune 2014

{ 2dzNOSY . Lyl 2F WFYFAOFIQ& / NBRA
Notes: * Expectations for interest rates indicated by respondents of

July to September 2014

fFigure 7: Interest Rate on F oreign Currency Loans \

Personal Loans
13.0

8.0

Micro Firms 3.0 Medium Firms
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September 2014 emmgume March 2014 e==ge==June 2014

{2d2NDOSY . Lyl 2F WFYFAOFQa / NBRAG
Notes: (i) Rates on foreign currency personal loans were not collected. (ii

Qurvey. j

15http://www.boj.org.jm/puin«:ations/puinca tions_show.

php?publication_id=20

Expectations for interest rates indicated by respondents of the survey.
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Fiscal Developments

Preliminary information for the September 2014
guarter indicates a fiscal deficit of $5.2 billion
relative to the budgeted deficit of $8.3 billion (see
Table 13). The outturn for the quarter reflected
lower than anticipated Expenditure, the impact of
which was partially offset by lower than planned
Revenues & Grants. In this context, Government
recorded a primary surplus of $43.6 billion for the
fiscal year (FY) to September 2014, exceeding the
target under the EFF by $5.8 billion. Tax Revenue
also exceeded the indicative EFF target by $3.0
billion for the FY to September. Consistent with the
shortfall in Revenues, the current deficit for the
September 2014 quarter was significantly below
the implicit target.

Table 13: Summary of Fiscal Operations
(J% billions)

September 2014 Quarter FY14/15

Prov. Budget Diff Target
Revenue & Grants 97.7 101.8 -4.1 427.9
o/w Tax Revenues 87.1 93.2 -6.1 384.3
RevNe‘r’]rJe Tax 7.7 6.8 0.9 34.2
Grants 21 1.6 0.5 8.6
Expenditure 102.9 110.1 -7.1 439.3
Programmes 28.1 27.9 0.2 110.3
Wages & Salaries 40.9 42.2 -1.4 161.7
Interest Payment 29.8 31.2 -1.3 132.7
Capital Investment 4.1 8.8 -4.7 34.6
Budget Deficit -5.2 -8.3 3.0 -11.4
Primary Balance 24.6 22.9 1.7 121.3

Source: Minisy of Finance and Planning

Revenues & Grants for the review quarter was $4.1
billion below budget, reflecting a shortfall in tax
revenue (see Figure 36). Lower tax receipts were
reflected across the three major categories with
Production & Consumption accounting for the
largest variance consequent on lower than
anticipated GCT (local) and SCT (local) receipts.

Within /ncome & ProfitsY= nt©a3Uc= wton jo'f]sé"wf

reflected a shortfall of $2.3 billion. Of note, tax
revenue increased marginally in the review quarte r
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when compared to the September 2013 quarter
reflecting the impact of the newly implemented tax
reform measures.

Expenditure for the September 2014 quarter was
$7.1 billion below budget, reflecting lower than
planned recurrent and capital spending (se e Table
13). Capital spending was affected by
postponements of some projects due to shortfalls
in tax revenue and delays in grant receipts.
Recurrent expenditure reflected lower than
budgeted wages & salaries and interest payments.
Of note, wages & salari es reflected delays in
payments of outstanding amounts to some public
sector groups.

Figure 36: Revenue & Grants and Tax Revenues
(J$ billion)

150
Revenue & Grants
125
Tax Revenue
100
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25
0 o} o -t o~ ]
383933203958 99992330333
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Source: Ministry of Finance and Planning

For the September 2014 quarter, the C - Efficiency
(GCT/SCT) ratio, which captures the efficiency of
Government tax collection, stood at 60.1 per cent
relative to an implicit budget target of 67.0 per
cent.® The lower C- Efficiency ratio primarily

16 The C- Efficiency ratio captures the efficiency of

pts>40cteldtOn) =6 ) lisuafihed asthg @atof =3 ¢ 4 =

the share of value -added tax (VAT) revenues to

o, 4ivided by the standard VAT rate. The
enerally”accep ted benchmark for the C - efficiency for

small countries is 83.0 percent. Factors linked to a high

C- efficiency are a relatively high ratio of trade to GDP

(presumably because it is relatively easier to collect the
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reflected the deviation in GCT receipts. Of note, For the remainder of the fiscal year, the

the ratio for the quar ter was 2.5 percentage points Government is budgeted to record a fiscal surplus
above the average of the previous three September which is expected to partially offset the deficit

quarters (see Figure 37). recorded during the first half of the fiscal year.

Figure 37: C- Efficiency Ratio (Per cent)

C-Efficiency(Ratio Gct) - Excluding Arrears

20

C-Efficiency(Ratio GCT) and SCT - Excluding Arrears

0| T Linear (C-Efficiency(Ratio Gct) - Excluding Arrears)
--------- Linear (C-Efficiency(Ratio GCT) and SCT - Excluding Arre:

mm

N o <
(] :. =

Jun-09
Sep-09
Dec-09
Mar-10

Jun-10
Sep-10
Dec-10
Mar-11

Jun-11
Sep-11

~ ™
b <
< <
=] =]
=1 =1

Dec-11
Mar-12
Sep-1
Dec-1
Mar-1
Sep-1
Dec-1
Mar-14
Jun
Sep-1
Dec-1.
Mar-15

Source: Ministry of Finance and Planning and Bank of Jamaica Calcula

With regard to financing, the Government secured
funding mainly from external sources during the
September 2014 quarter. In particular, US$800.0
million was raised from the issue of a  global bond
in July and US$68.8 million was received in
September from the IMF for budgetary suppo rt. In
relation to domestic financing, the Government
borrowed $10.4 billion from the PetroCaribe
Development Fund. Overall, there was a net build -

up in Government balances of $86.1 billion for the
quarter.

During the September 2014 quarter, the
Government conducted two transactions under the
Liability Management Program me. The
transactions entailed $2.5 bilion of early
redemption of domestic securities and US$37.8
million on one of its global bonds.

VAT at the point of import than domesticall y); high
literacy rates and the age of the VAT.
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Overview to SDR314.18 million (approximately US$483.2

wy6y2wynj = -terll 92 macroeconomic million). **
programm e is supported by a four -year Extended
Fund Facility (EFF) from the International Monetary
Fund (IMF).'” *  This programme is aimed at
creating the conditions for sustained growth
through a significant improvement in fiscal

At end- September 2014, Jamaica completed the
sixth quarter of it macroeco nomic programme. All
structural benchmarks were assessed to have been
sustainability as well as price a nd non- price met, as there was agreement with the IMF to

competitiveness. The performance criteria under reschedule the deadline for the amendments to the
the EFF are based on quarterly quantitative targets Electricity Act (see Table 1). The submission of

(QPCs) as well as structural benchmarks. The the amendments to this Act to Parliament has
achievement of these targets unlocks financing been delayed to February 2015. With regard to the
from multilateral financial institutions including  the fiscal and monetary performance, it is anticipated

!MF as well as facilitates access to the that Jamaica would have met all the QPCs for the
international capital market. quarter (see Table 2).

Since the start of the programme, both the fiscal [Table 1: Structural Benchmarks )
and monetary authorities have met the agreed
benchmarks and targets. In this regard, on 24 Benchmark Deadine | Status

) 1 Develop an action plan for
September 2014, the Executive Board of the IMF public sector transformation Sep-14  Met
concluded the fifth review of the programme and by end- September 2014.
2 . The public service

wtthaceUdz03U=wtetOcCnj 2| € Wyl dadpaelinz Jebhstshrd ¢ 6 3t wd ¢

This enabled the disbursement of SDR 45.95 tobe updated by September o 1, e
- . . 10, 2014 and will cover all
million  (approximately US$68.8 million) for Ministries, Departments and

We 9 UB3cC=Zj enntcO®E=Z=wh=1r1t 60Uy
was made without a formal meeting invoking

= 'SASQICESWIPAQ-C qnj = qq wej et +t=
3 Electricity Act amendments
are expected to be

. . . : Delayed until
lapse - of - time procedures. *°. Total disbursements submitted to Parliament by Sep- 14 Febrﬁary
end- September 2014 and
under the EFF to end - September 2014 amounted become effective by end - 2015
2014.
Gource: Bank of Jamaica j

17 )

The Executive Board of the IMF approved the four-
year EFF arrangement for Jamaica on 01 May 2013.
18 The EFF was established to provide assistance to
countries: (i) experiencing serious payments imbalances
because of structural impediments; or (ii) characterized
by slow growth and an inherently weak balance of
payments position. This facility has a longer
engagement and repayment period compared to the
previous Stand - by Arrangement (SBA) with the IMF.
https://www.imf.org/external/np/exr/facts/eff.htm
19 This refers to decisions made without a formal
meeting when it is agreed by the Board that a proposal % Total disbursement agreed under the EFF is SDR
can be considered without convening formal  discussions. 615.38 million (225 percent of quota)
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[Table 2: Quantitative Performance T argets
(in billions of Jamaica dollars)

Dec-
13 Mar- 14 Jun- 14 Sep- 14 Dec- 14 Mar- 15
Fiscal targets Stock Criteria  Actual Criteria Actual Criteria  Actual Criteria Criteria
1. Primary Dbalance of the central
government (floor) v, 111.5 111.7 15.5 18.9 37.8 43.6 66.0 121.0
2 Tax Revenues (floor) v, 357.5 343.8 80.0 81.9 166.0 169.0 260.0 384.0
3.  Overall balance of the public sector
(floor) v, -6.7 1.8 -19.3 -18.3 -30.2 n.a. -37.0 -11.6
4. Central government direct debt (ceiling) 1672.0 70.3 20.4 15.7 2.7 108.1 n.a. 92.4 90.6
5. Central government guaranteed debt
(ceiling) LI -14.0 -145 4.0 1.2 2.7 n.a. 0.1 -1.8
6. Central government accumulation of
domestic expenditure arrears (ceiling) 21.6 0.0 0.0 0.0 -0.2 0.0 n.a. 0.0 0.0
7. Central governme nt accumulation of tax
refund arrears (ceiling) 24.6 0.0 -1.5 0.0 -25 0.0 n.a. 0.0 0.0
8.  Consolidated government accumulation
of external arrears (ceiling) v, 0.0 0.0 0.0 0.0 0.0 n.a. 0.0 0.0
9. Social spending (floor) v, 20.1 20.7 4.2 4.7 8.9 n.a. 14.8 217
Monetary targets
10. Cumulative change in NIR (floor) v, 12.0 264.7 107.4 326.8 187.3 1159.3 240.0 496.4
10.a NIR stock 1045.1  1057.0 1309.8 1152.4  1371.8  1232.3 2204.4 1285.0 1541.4
1. Cumulative ch ange in NDA (ceiling) -7.6 -2.0 -374 -12.3 -42.4 -17.1 -130.7 -15.1 -51.6
Source: Bank of Jamaica
Note: The NIR/NDA criteria reflect adjusted targets to account for any surplus or shortfall in programme loan disbursements f rom multilateral

Qnstitutions (the IBRD, IDB, and CDB) relative to the baseline projection.
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4.0 Implications for Monetary Policy

July to September 2 014

For FY2014/15, inflation is expected to be within the target band of 7.0 per cent to 9.0 per cent,

alberit close to the upper end of the range . However, by end - September 2015, inflation is projected
to moderate. The projection for output  has been lowered in to the range of 0. 0 per centto 1. 0 per
cent from the previous range of 0.5 per cent to 1.5 per cent in the context of the adverse impact

from drought conditions . Investor confidence should continue to be buoyed by the achievement of

the fiscal and monetary targets under the EFF - supported programme as well as evidence of

reduced risk premiums in the financial markets. In th

/[scontextthe p 3t rnj Z=ut 62wC=zj 637 w4 =p

accommodative over the near - term, but the Bank will act to ensure that th e target is met.

Main Policy Considerations

Prices and Output

The outlook for domestic headline inflation is for a
temporary increase in the near -term in the context
of the impact of the recent drought and some
administrative price changes. Despite this

6UeutcycC= enB2wWrY= 63U= pytxn

inflation to end the fiscal year within the target
range. Inflation is expected to resume a downward
trend by the September 2015 quarter as the
aforementioned shock dissipates. This downward
trend is expected to continue over the  medium -
term.

Output is also projected to continue to reflect the
adverse impact of the recent drought over the
near- term but growth is expected to strengthen

over the medium -86Uce6 ¢ ZZY3UZpytrnj

inflation by the September 2015 quarter . This

increase is in contrast P2©62=63U=pjyt,xnj =btcd
anticipates a normalisation following

temporary shocks to transport and agriculture in

the September 2014 Quarter .

angial MakeIS o4 4= 2 = btosz
the context
Upudweye2t+tj YZ3=ZulUcwldesUd=hHy66= c
premium and a
depreciation of the exchange rate, money market

rates are expected to remain generally low over the

The expected reduction in risk

premiums will occur in the context of further
UtaytwldsUtoO] =61t =Z63U=Zpytxnj =620¢c
bcyyeslUbtcyr= 3] = PUBO= Jgrahgba U= wt e
performance under the EFF-supported economic

= yfroganng-o q'ljhi% jrmlgrgvement in the overall

of the decline in inflation

reduction in the pace of

92Uz wtetOcCNj = winjweoecs e o2 BdMa gake, enviggnment shpyld, transiage Lo

21
In

suggest little risk to the inflation outlook.
addition, the expansion in domestic aggregate
demand should remain tempered over the
medium - term in the context of declining real
income and the tight fiscal stance required under

the Programme.

Expectations
Since the June 2014 quarter, 12 - month ahead
inflation expectations have remained in the double

digit range, averaging 10.1 per cent. Y2U = p ¥t xvn Jb":e cj ez

survey of inflation expectations in September 2014
suggests that businesses anticipate an increase in

% gSee Inflation Section  for a more detailed discussion on
capacity conditions and inflation.
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lower lending rates in the financial sector and
encourage new
and expansion in output as envisioned
under the Programme.

investments in the productive

Monetary Targets

The Bank continued to focus on achieving the

monetary targets under the Programme while

meeting its inflation objective. In that regard, the

NIR and NDA targets were comfortably met for th e

b23U= cUs2Upj = 3+19= ©63U= p}-
indicates that the targets for September were also

Over the next four quarters growth in

2 The NDA is calculated as the difference between the
stock of base money in the economy and the NIR.
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the monetary base is projected to be consistent
with meeting the NIR and NDA targets while posing

July to September 2014

Monetary Policy Outlook
Y3UZpytxnj Zut 62 wkibed Gepdrailhdl = 2 3 j

itle ups2 44 S c 2) YZOF ZO8UZ21 b 63021 fefofobativh Rf RrlcAl YeaPtd date! ITiis

reserve accumulation is expected to continue to be
buoyed by on-going improvements in the current
account deficit as well as net private capital
inflows.

Box: Monetary Policy Transmission

Mechanism

The monetary policy transmission mechanism is
the process through which adjustments in the
wdtoecyb=Wytxnj = ut 62wWC=c?
price and the allocation of goods and services.
For most central banks the ultimate goal of the
transmission process is a desired level of inflation.

Studies on the transmission mechanism in
Jamaica have shown that the credit and the
exchange rate channels are the main conduits
through which policy affects inflation (see  Figure
8below). The credit channel impacts inflation
through aggregate demand and the output gap.
With respect to the exchange rate, the impact has
been through imported inflation and changes in
expectations and the openness of a country.

Consistent with the fin dings for other countries, the
transmission process in Jamaica is long lived.
Allen and Robinson (2005) suggested that changes
in the policy rate has its largest impact
approximately two to three quarters after a rate
adjustment and that it could take th ree to four
years before the full impact dissipates. Given the
inherent lag in the transmission process, monetary
policy must be forward - looking to influence short -
term interest rates to deliver a desirable long - term
inflation outcome.

Figure 8: Monetary Transmission Process

Exchange R Inflation
‘

Policy rate H Real Rate
N

Capital Flow:
| Expectatior ]]<

Source: Allen, C and W. Robinson, 2005, ¢ o6f*t463c C=Z6
Ytr9=0e84=Ycy)tj 62jj &t 1 = 6 4MoBey mMBgirss
Volume XVIII

has contributed to declines in nominal market
interest rates for the review quarters. Inflation
expectations, however, have remained above the
target range for the fiscal year. T2U=Zpytxinj =63
policy challenge over the near-term is to continue
to manage inflation expectations given the recent
temporary shocks to prices (see Box : Monetary
Policy Transmission Mechanism ). Given the upside
risk to inflation the Bank will take the necessary
action to ensure the attainment of the inflation
target.
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1: INFLATION RATES

CPI (End of Point) Headline Inflation Core Inflation*
FY03/04 Sep03 71.57 12.72 12.07
Dec03 74.06 14.13 13.16
Mar04 75.94 16.41 14.43
Jun04 77.21 13.38 10.97
FY04/05 Sep04 80.58 12.59 10.58
Dec04 85.77 15.82 13.11
Mar05 85.49 12.58 11.70
Junr05 88.95 15.20 12.90
FY05/06 Sep-05 93.60 16.15 12.30
Dee05 94.79 10.52 9.68
Mar06 95.40 11.59 10.95
Jur06 97.68 9.81 10.42
FY06/07 Sep06 99.76 6.59 9.71
Dec06 100.00 5.49 8.13
Mar07 102.50 7.44 9.49
Jun07 105.10 7.60 9.65
FY07/08 Sep07 108.90 9.16 10.39
Dec07 116.82 16.82 15.62
Mar08 122.94 19.94 17.32
Jur08 130.29 23.97 20.27
FY08/09 Sep08 136.45 25.30 20.99
Dec08 136.50 16.84 16.61
Mar09 138.22 12.43 12.98
Jur09 141.95 8.95 10.29
FY09/10 Sep09 146.30 7.22 9.77
Dec09 150.44 10.21 10.28
Mar-10 156.64 13.33 11.60
Jun10 160.70 13.21 10.99
FY10/11 Sepl0 162.77 11.26 9.40
Decl0 168.10 11.74 8.65
Marll 168.92 7.84 6.57
Junll 172.28 7.20 6.67
FY11/12 Sepll 175.91 8.07 6.99
Decll 178.21 6.01 6.86
Marl2 181.17 7.26 6.97
Junl2 183.83 6.71 6.91
FY12/13 Sepl2 187.61 6.65 5.59
Decl2 192.47 8.00 5.44
Marl3 197.72 9.13 6.30
Junl3 199.93 8.76 6.26
FY13/14 Sepl3 207.24 10.46 6.95
Deel3 210.70 9.47 7.38
Marl4 214.21 8.34 6.54
Junl4 215.86 7.97 6.10
FY14/15 Sepl4 225.86 8.99 6.72

* Core inflation is measured as headline inflation excluding agriculture and fuel related components of the CP| Ba&kgt (CPI
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2: ALL JAMAICA INFLATION - Point- to- Point (September 2014)

Divisions, Clsses and Groups Weight (%) Inflation (%) ﬁ%igt?éid Contribution
FOOD & NGALCOHOLIC BEVERAGES 37.45 12.5 4.7 52.1
Food 35.10 12.8 4.5 49.8
Bread and Cereals 6.10 8.1 0.5 5.5
Meat 7.66 6.7 0.5 5.7
Fish and Seafood 5.33 6.9 0.4 4.1
Milk, Cheese and Eggs 3.11 13.1 0.4 4.5
Oils and Fats 1.64 8.3 0.1 15
Fruit 1.14 13.4 0.2 1.7
Vegetables and Starchy Foods 6.85 28.1 19 214
Sugar, Jam, Honey, Chocolate and Confectionery 1.72 8.4 0.1 1.6
Food Products n.e.c. 1.55 7.9 0.1 1.4
NonAlcoholic Beverages 2.35 8.3 0.2 2.2
Coffee, Tea and Cocoa 0.66 9.4 0.1 0.7
Mineral Waters, Soft Drinks, Fruit and Vegetable Juices 1.69 7.8 0.1 15
ALCOHOLIC BEVERAGES AND TOBACCO 1.38 6.4 0.1 1.0
CLOTHING AND FOOTWEAR 3.33 4.9 0.2 1.8
Clothig 2.12 55 0.1 1.3
Footwear 1.22 3.9 0.0 0.5
HOUSING, WATER, ELECTRICITY, GAS AND OTHER FUELS 12.76 6.2 0.8 8.8
Rentals for Housing 3.52 1.2 0.0 0.5
Maintenance and Repair of Dwelling 0.80 6.7 0.1 0.6
Water Supply and Miscellaneous Services Rehat@hvelling 1.32 20.6 0.3 3.0
Electricity, Gas and Other Fuels 7.12 5.7 0.4 4.6
FURNISHINGS, HOUSEHOLD EQUIPMENT AND ROUTINE HOUSEHOLD M/ 4.93 9.0 0.4 4.9
Furniture and Furnishings 0.69 5.7 0.0 0.4
Household Textiles 0.32 4.7 0.0 0.2
Howehold Appliances 0.56 6.8 0.0 0.4
Glassware, Tableware and Household Utensils 0.05 4.7 0.0 0.0
Tools and Equipment for House and Garden 0.15 6.2 0.0 0.1
Goods and Services for Routine Household Maintenance 3.16 10.9 0.3 3.8
HEALTH 3.29 3.8 0.1 1.4
Medical Products, Appliances and Equipment 1.22 4.9 0.1 0.7
Health Services 2.07 3.1 0.1 0.7
TRANSPORT 12.82 6.3 0.8 8.9
COMMUNICATION 3.99 -0.6 0.0 0.3
RECREATION AND CULTURE 3.36 5.0 0.2 1.9
EDUCATION 2.14 4.2 0.1 1.0
RESTAURANTS & ACCOMMODASHBNICES 6.19 5.6 0.3 3.9
MISCELLANEOUS GOODS AND SERVICES 8.37 8.3 0.7 7.7
ALL DIVISIONS 100.00 9.0 9.0 100.0
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3: BANK OF JAMAICA OPERATING TARGETS

Actual Actual Actual Actual Actual Actual Actual
Marl3 Jun13 Sep-13 Decl3 Marl4 Jun14 Septl4
Net International Reserves (US$) 884.2 1,003.2 910.1 1,047.8 1,303.6 1,376.1 2,200.6
NET INT'L RESERVES (J$) 83,242.8 94,442.8 85,681.0 111,468.2 138,679.5 146,393.0  234,096.3
Assets 161,767.5  177,087.9 161,30.8  193,351.8 217,929.9 214,518.3 288,848.3
Liabilities 78,5247  -82,645.1 75,6289  -81,883.6 79,250.3 -68,125.3  -54,752.0
NET DOMESTIC ASSETS 8,051.6 -4,220.9 6,402.3 -7,834.8 -44,251.5 50,448.6 -137,846.8
Net Claims on Pubkc®r 157,528.5  155,947.3 162,943.8  157,750.3 158,974.9 192,366.7 110,474.8
Net Credit to Banks -19,770.5  -20,389.3 21,124.3  -21,500.4 21,390.8 22,702.7  -22,606.0
-Open Market Operations 54,299.0  -60,096.4 53,306.5  -49,948.2 -30,533.2 -40,570.1  -35,206.8
-Other -75,407.4  -79,682.5 -82,110.6  -94,136.5  -151,302.5 -179,542.5 -190,508.7
MONETARY BASE 91,294.5 90,221.9 92,083.3  103,633.4 94,428.0 95,944.4  96,249.6
- Currency Issue 57,652.0 57,687.8 58,183.1 69,801.7 61,110.2 62,025.3 61573.4
- Cash Reserve 32,445.9 32,341.2 32,689.2  33,593.3 32,275.6 32,9145 34,2712
- Current Account 1,196.6 192.9 1,211.0 238.4 1,042.2 1,004.6 405.0
GROWTH IN MONETARY BASH{P] -1.2 0.9 13.5 3.4 1.6 1.9
4: MONETARY AGGREGATES
BASE M1J M1* M2J M2* M3J M3*
FY09/10 Jur09 72698.90 88256.70 88256.70 206295.90 319337.56 282473.00 395514.66
Sep09 72129.00 87911.60 87911.60 206828.57 316834.71 287586.77 397592.91
Dec09 81116.18 97592.37 975937 216662.44 332003.92 298767.97 414109.45
Mar10 77322.40 89851.02 89851.02 210333.77 327116.55 295205.80 411988.59
FY10/11 Jurl0 77757.80 93074.23 93074.23 218702.11 332339.11 306741.21 420378.21
Sepl10 74230.90 95444.97 95444.97 221386.83 3285983 311288.97 418500.47
Deel0 85093.00 103252.10 103252.10 230232.17 337664.44 321728.87 429161.14
Marll 78919.19 97448.70 97448.70 225681.98 332828.17 319837.08 426983.27
FY11/12 Junll 80560.55 102219.91 102219.91 232910.73 341652.12 329909.45 43860.84
Sepll 80479.50 97967.02 97967.02 227561.92 332330.13 325013.24 429781.45
Deell 91710.12 112757.18 112757.18 245020.02 351418.54 355367.82 461766.34
Mar12 83696.70 103826.70 103826.70 236177.27 349882.92 348301.96 462007.61
FY12/13 Junl12 84337.37 104266.47 104266.47 236397.42 351510.21 338191.88 453304.66
Sepl2 85193.86 105164.94 105164.94 237685.09 351396.29 340031.63 453742.83
Deel2 97648.46 117908.77 117908.77 253848.71 383195.99 357503.67 486850.96
Mar13 91294.45 113240.38 11320.38 252128.71 396423.90 355217.29 499512.48
FY13/14 Junl3 90221.88 110381.42 110381.42 250702.54 397899.09 354684.76 501881.32
Sepl3 92083.29 113684.42 113684.42 259771.42 409003.99 369324.33 518556.90
Decl3 103633.38 122884.67 122884.67 267936.36 418628.15 374695.17 525386.96
Mar14* 94428.02 119019.10 119019.10 262328.5 422293.20 373800.60 533765.30
FY14/15 Junl4* 95944.45 114410.60 114410.60 256212.30 418589.90 369666.90 532044.50
Septl4 96,249.6 114321.90 114321.90 255533.40 417063.70 371626.90 533157.20
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5: COMMERCIAL BANKS' SELECTED INTEREST RATES (%)

Savings Lending Fixed Deposits Interbank
Fixed Deposits * Deposits Rate Rate Loan Rate Lendindrate
3-6 months 6-12 months (Average) (Averag) (Wgt.Average) (Wgt.Average) (Average)
FY09/10 Juno9 7.30i 18.20 7.00i 19.00 5.87 23.32 10.22 24.35 8.07
Sep09 7.301 15.49 7.00i 15.75 5.86 22.26 9.13 24.19 7.39
Dec09 6.751 12.86 7.551 13.52 5.35 21.62 9.03 23.45 8.64
Mar10 5.35( 9.82 5.00i 9.98 4.09 21.51 7.31 22.66 6.57
FY10/11 Junl0 4.751 8.50 4.75i 10.00 3.90 20.72 6.29 2211 5.20
Sep10 2.25( 7.90 2.25-8.15 3.12 19.24 5.40 21.52 5.25
Deel0 2.25 7.90 2.25 7.70 2.47 18.95 4.89 20.43 4.14
Marll 2.25/ 6.00 225 6.75 2.34 18.52 4.52 20.33 3.70
FY11/12 Junll 2.25( 6.00 2.25( 6.50 2.24 17.98 4.20 20.10 3.43
Sepll 2.25/ 5.72 2.251 6.25 2.27 18.54 4.12 18.34 3.29
Deell 2.25/ 5.72 2.25i 6.00 2.13 18.30 4.16 18.03 3.34
Mar12 2.25( 6.40 2.00i 6.75 2.10 18.12 3.70 17.70 3.73
FY12/13 Junl2 2.00i 5.25 2.00i 6.00 2.10 17.46 3.59 17.36 4.95
Sepl2 2.25 5.25 2.00i 6.00 2.07 17.55 3.82 17.40 6.71
Deel2 2.25 6.10 2.251 6.40 2.07 17.23 3.92 18.44 4.02
Marl3 0.90i 5.00 0.90i 5.25 1.94 1723 3.55 17.97 4.77
FY13/14 Junl3 0.90i 5.30 0.90-6.10 1.51 16.72 3.21 17.66 3.89
Sepl3 0.90i 5.70 0.90i 5.90 1.62 16.47 3.88 17.45 5.23
Decl3 1.00i 7.10 1.251 7.20 1.23 14.56 4.26 17.49 7.59
Marld 1.00i 7.10 1.251 7.20 1.40 14.74 4.50 17.57 9.42
FY14/15 Junld 1.00i 7.10 1.25 7.20 1.40 14.76 5.03 17.50 8.08
Sepl4 1.00 6.88 1.25( 7.00 1.18 14.99 4.47 16.91 4.19
6: GOJ TREASURY BILL YIELDS
(End of Period)
1-month 3month 6-month 9-month 12morth
EFY10/11 Junl0 8.98 8.52 9.26 é é
Sepl0 8.26 7.75 7.99 é é
Decl0 7.48 7.40 7.48 é é
Marll 6.67 6.46 6.63 é é
FY11/12 Junll 6.67 6.56 6.61 <] é
Sepll 6.47 6.37 6.56 é é
Decll 6.49 6.21 6.46 é é
Mar12 6.24 6.27 6.47 é é
EY12/13 Junl2 6.18 6.26 6.47 é é
Sepl2 6.16 6.36 6.57 é é
Decl2 6.31 7.67 7.18 é é
Marl3 5.37 5.82 6.22 é é
FY13/14 Junl3 6.02 6.76 7.12 e e
Sepl3 6.32 7.42 7.95 é é
Decl13 6.25 7.53 8.25 é é
Marld 6.76 8.35 9.11 é é
FY14/15 Junl4 6.80 7.66 8.37 é é
Sepl4 6.89 7.47 8.00 é é
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7: BANK OF JAMAICA OPEN MARKET INTEREST RATES
(End of Period)

30 days 60 days 90 days 120 days 180 days 270 days 365 days
FY09/10 Jun09 17.00 17.50 20.00 20.20 21.50 é 22.67
Sep09 12.50 13.00 15.50 15.70 17.00 é é
Dec09 10.50 11.00 13.50 13.70 15.00 é é
Marl0 10.00 é é é é é é
FY10/11 Jun10 9.00 é é é e é e
Sepl0 8.00 é é é é é é
Deel10 7.50 é é é é é é
Marll 6.75 é é é é é é
FY11/12 Junll 6.75 é é é é é é
Sepll 6.25 é é é é é é
Deell 6.25 é é é é é é
Mar12 6.25 é é é é é é
FY12/13 Junl2 6.25 é é é é é e
Sepl2 6.25 é é é é é é
Decl2 6.25 é é é é é é
Mar13 5.75 é é é é é é
FY13/14 Junl3 5.75 é é é é é é
Sepl3 5.75 é é é é é é
Decl3 5.75 é é é é <] é
Marl4 5.75 é é é é <] e
FY14/15 Junl4 5.75 € € é é e €
Sepl4d 5.75
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8: Placements and Maturities* in BOJ OMO Instruments

30day

182day VR CD
275day VR CD
365day VR CD
548day VR CD
729day VR CD
182day FR USD
Indexed Bond
Repos

FX (Trading Room)
Other

Net Injection (ALL Operations)

2-year FR USD CD
3year FRUSD CD
4year FR USD CD
4.5year FR USD CD
5year FR USD CD
7-year FR USD CD
3year FR CD#
TOTAL

*Excludes overnight transactions

Maturities
(J$MN)
50,970.40
784.5
1840.5
260.0
0.00
0.00
12056.1

2135.9
3534.0
23078.1
12343.0

Maturities

(US$MN)
0.M
0.00
0.00
0.00
0.00
0.00
0.00
0.00

April-June 2014
Placemest
(J$MN)
56,870.10
0.0
0.0
592.8
584.7
0.0
5451.5

0.00
13427.4
0.00

Placements
(US$MN)
0.00
0.00
2.90
16.40
23.80
0.0
204.2
244.9

Average
Yield (%)
5.75

9.26
9.25

3.00

Average

Yield (%)
0.00
0.00
5.00
5.25
5.50
0.00

July to September 2014

July- September 2014

Maturities Placements Average
(ISMN) (ISMN) Yield (%)
63920.0 60590.0 5.75
0.00 0.00 -
1140.0 0.00 -
600.0 6030.0 8.32
0.00 250.0 8.40
0.00 0.00 -
0.00 0.00 -
3990.0 0.0 -
5890.0 6100.0 -
0.00 0.00 -
2570.0 -
Maturities Placements Average
(US$SMN) (US$MN) Yield (%)
0.00 0.00 0.00
0.00 0.00 0.00
0.00 82.3 4.50
0.00 57.36 5.50
0.00 99.60 5.05
0.00 4.10 5.50
0.00 0.00 -
0.00 186.0

a7
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9: EXTERNAL TRADE- GOODS EXPORTS (f.0.b)
(Flows - US$MN)

Other Total
Bauxite Alumina Sugar Bananas Traditional NonTraditional Other Goods Exports
FY09/10 95.7 334.5 57.8 0 90.9 578.8 238.7 1396.5
Jur09 14.4 81.6 26.7 0 26.7 153.3 55.8 358.6
Sep09 23.9 84.5 7.8 0 26.0 168.8 60.3 371.3
Dec09 26.9 82.4 0.0 0 17.5 114.7 66.7 308.2
Mar10 30.5 86.0 23.3 0 20.6 142.0 55.9 358.3
FY10/11 133.2 446.7 47.9 0 76.6 448.2 2275 1380.1
Jurl0 31.6 83.6 13.3 0 22.4 109.5 49.1 309.4
Sepl0 37.0 87.1 7.7 0 22.4 110.7 54.7 319.7
Dec10 29.6 146.0 0.0 0 13.5 101.0 53.3 3.4
Marll 34.9 130.0 26.9 0 18.3 127.0 70.4 407.6
0.0

FY11/12 138.3 526.3 91.5 0 77.1 509.3 275.4 1617.9
Junrll 335 163.2 28.9 0 22.7 134.2 66.9 449.4
Sepll 38.7 89.4 6.4 0 20.5 117.1 73.9 346.0
Decll 34.8 145.8 0.0 0 14.7 111.0 62.7 3689
Mar12 31.3 128.0 56.2 0 19.2 147.0 71.9 453.6
FY12/13 131.8 516.7 54.7 0 80.2 706.8 253.0 1743.2
Junl2 31.8 132.4 37.5 0.0 22.3 126.8 66.7 4175
Sepl2 34.7 130.7 0.5 0.0 19.8 162.3 58.6 406.5
Deel2 32.4 117.2 0.0 0.0 19.3 2235 57.9 450.3
Marl3 33.0 136.4 16.8 0.0 18.8 194.2 69.7 468.9
FY13/14 125.0 526.1 53.7 0 70.9 510.3 260.1 1546.1
Junl3 31.6 127.0 36.3 0.0 23.5 98.9 62.3 379.7
Sepl3 30.6 117.6 0.0 0.0 18.6 126.6 75.5 368.9
Deel3 32.8 142.7 0.0 0.0 13.8 171.9 554 416.5
Marl4 30.0 138.7 17.4 0.0 15.1 112.9 66.8 380.9
FY13/14
Junl4 34.4 108.6 26.5 0.0 21.0 90.4 67.3 348.3
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10: BALANCE OF PAYMENTS QUARTERLY SUMMARY

(US$MN)

1. Current Account
A. Goods Balance

Exprts (f.0.b)

Imports (f.0.b)

B. Services Balance
Transportation
Travel

Other Servise
Goods & Services Balance

C. Income
Compensation of employees

Investment Income

D. Current Transfers
General Government

Other Sectors

2. Capital & Financial Account
A. Capital Account
Capital Binfers
General Government

Other Sectors
Acq/disp of nmoduced nen
fin assets

B. Financial Account
Direct Investment
Portfolio Investment
Other official investment
Other private Investment

Reserves

Errors & Omissions

Juni2
-321.64
-951.95

417.48
1369.43

147.35
-171.57
469.42
-150.50

-804.60

-51.13
10.58
-61.72

534.10
49.31
484.79

321.64
-6.91
-6.91

1.53
-8.44

240.96
102.9
-272.19
137.71
36.14
236.71

87.60

Sepl2
-552.26
-1077.16
407.11
1484.27

72.53
-201.17
433.39
-159.70

-1004.63

-65.89
12.17
-78.06

518.27
48.42
469.84

552.26
-5.03
-5.03

2.70
-7.73

0.00

264.07
108.57
-143.89
-179.03
195.83
282.60

29321

Decl2
-428.30
-933.31

450.27
1383.58

62.01
-189.01
406.09
-155.07

-871.30

-104.86
21.09
-125.95

547.86
50.56
497.30

428.30
-7.18
-7.18

0.16
-7.34

0.00

356.27
76.11
108.70
47.11
-7.87
132.23

79.20

Marl3
-280.66
-992.81

468.89
1461.70

241.07
-186.71
576.90
-149.11

-751.73

-47.22
-1.88
-45.34

518.29
57.59
460.70

280.66
5.18
5.18

13.68
-8.51

0.00

564.66
100.61
-8.62
22.68
208.65
241.33

-289.17

Juni13
-289.02
-882.81

379.71
1262.51

161.88
-150.25
468.41
-156.28

-720.93

-112.82
0.49
-113.30

544.72
45.72
49900

289.02
-5.26
-5.26

3.08
-8.34

0.00

590.86
197.48
12.73
180.78
318.83
-118.97

-296.58

July to September 2014

Sepl3 Decl3
-403.50 -338.55
-949.00 -972.41

369.10 416.54

1318.10 1388.95

91.81 103.64
-169.16 -177.73
419.24 438.16
-158.27 -156.79
-857.19 -868.77
-89.65 -83.94
15.35 15.92
-105.00 -99.86
543.35 614.16
57.92 98.08
485.43 516.08
403.50 338.55
-7.16 -5.56
-7.16 -5.56
0.47 1.68
-7.63 -7.24
0.00 0.00
376.60 363.19
166.99 158.10
50.10 32.18
77.43 215.71
-11.00 94.89
93.07 -137.68
34.06 -19.08

Marl4
-144.06
-900.92

380.91
1281.83

257.96
-159.28
594.85
-177.62

-642.97

-57.01
1.46
-58.47

555.92
63.92
492.00

144.06
-7.89
-7.89

0.61
-8.51

0.00

426.79
174.75
51.63
99.89
356.31
-255.79

-274.84

49

Jun-14
-296.54
-958.31

348.27
1 306.58

153.65
-165.37

503.92
-184.89

-804.66

-58.36
-0.80
-57.56

566.47
46.58
519.89

296.54
-6.92
-6.92

1.42
-8.34

0.00

390.91
221.26

12.13
109.48
120.55
-7251

-87.45
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11: FOREIGN EXCHANGE SELLING RATES
(J$ per unit of foreign currency - end of period)

us$ Can$ GB z

FY09/10 Junr09 88.8200 71.9700 129.0200
Sep09 89.0000 76.8400 148.0800

Deec09 89.0800 82.7600 142.1600

Marl0 89.6000 84.5700 143.5500

FY10/11 Junrl0 89.5100 88.0600 135.0700
Sepl0 86.0200 82.2600 128.5800

Decl0 86.2500 83.8400 135.8700

Marll 85.8600 85.3400 133.7400

FY11/12 Junll 85.9100 88.6100 137.7700
Sepll 86.3000 83.3100 134.6900

Decll 86.6000 84.2000 134.4400

Marl2 87.3000 87.6500 139.2800

FY12/13 Junrl2 88.7000 86.7100 138.6600
Sepl2 89.9300 91.4200 145.3900

Deel2 92.9800 93.3100 152.6400

Marl3 98.8900 97.9900 1519000

FY13/14 Junrl3 101.3800 96.7000 154.4800
Sepl3 103.6000 100.7100 167.1600

Deel3 106.3800 99.7200 175.8400

Marl4 109.5700 98.9300 181.7700

FY14/15 Junld 112.2022 103.1802 191.8988
Sepld 112.6662 101.0142 180.2393

12: BANK OF JAMAICA: NET INTERNATIONAL RESERVES
(End- of - Point)

(US$MN) (US$SMN) (US$SMN) Weeks of Imports
GroAsSsSI;?Sreign Gross Foreign Liabilities  International Reserves (N Goods Goods & Services
FY09/10 Jun09 1,660.60 41.20 1,610 18.50 13.10
Sep09 2,007.20 74.00 1,933.20 22.10 15.60
Dec09 1,758.90 22.50 1,736.40 19.20 13.50
Mar10 2,414.40 662.50 1,751.90 26.50 18.60
FY10/11 Jun10 2,526.70 730.90 1,795.80 25.40 18.60
Sepl0 2,789.70 816.00 1,973.70 29.60 21.50
Decl0 2,979.20 807.80 2,171.40 31.90 23.20
Marll 3,434.70 881.50 2,553.20 37.20 26.70
FY11/12 Junll 3,156.70 889.60 2,267.10 28.50 21.40
Sepll 2,949.20 868.60 2,080.60 27.80 20.70
Decll 2,820.40 854.30 1,966.10 25.50 19.20
Mar12 2,638.90 861.80 1,777.10 23.20 17.50
FY12/13 Junl2 2,385.10 844.70 1,540.40 21.10 15.90
Sepl2 2,115.90 858.10 1,257.80 18.90 14.10
Decl2 1,980.80 855.20 1,125.60 17.70 13.20
Marl3 1,718.40 834.10 884.30 15.40 11.50
FY13/14 Junl3 1,881.10 877.90 1,003.20 16.70 12.60
Sepl3 1,713.50 803.40 910.10 15.80 11.90
Deecl3 1,817.60 769.70 1,047.90 17.30 12.80
Marl4 2,048.60 745.00 1,303.60 19.10 14.40
FY14/15 Junld 2,016.53 640.40 1,376.13 20.19 14.57
Sepl4d 2,715.25 514.68 2200.57 27.17 19.52
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13: VALUE ADDED BY INDUSTRY AT CONSTANT (2007) PRICES (% CHANGE)
September 2012 - June 2014 (Seasonally Unadjusted)
(Percentage Change (%) Over the Corresponding Quarter of Previous Year)

Junl2 Sepl2 Decl2 Marl3 Junl3 Sepl3 Decl3 Marl4 Junl4
Total Value Added at Basic Prices 0.1 0.3 -1.2 -1.2 0.2 0.4 1.8 1.6 1.8
Agriculture, Forestry & Fishing 9.1 1.5 -8.4 -11.7 -6.5 5.4 13.2 17.7 16.6
Mining & Quarrying 95 -10.6 -10.3 9.6 5.2 5.0 11.5 8.5 0.4
Manufacturing -1.9 0.4 -1.8 -0.9 0.4 -0.6 -1.1 -1.2 4.1
Food, Beverages & Tobacco 0.3 2.0 -0.8 0.2 -0.3 0.7 2.6 -1.0 3.4
Other Manufacturing 5.2 -1.6 2.7 2.4 1.5 -0.6 -4.5 -1.5 5.2
Construction & Installation 4.2 -4.0 -3.3 0.4 2.2 2.2 28 1.2 1.2
Electricity & Water -1.7 -1.2 -3.8 -3.0 -2.0 -3.6 1.0 0.5 -1.6
\'\/Av:((:)rh?s::;e/ & Retail Trade; Repairs; Installati 1.4 15 1.9 0.1 05 01 01 0.1 0.1
Hotels and Restaurants 4.6 2.9 -1.3 -2.0 0.7 0.9 5.9 0.2 2.3
Transport, Segge & Communication -1.3 1.5 2.0 0.9 -0.7 0.4 1.1 0.7 1.0
Finance & Insurance Services 1.0 0.2 0.7 0.3 0.5 0.2 0.4 0.2 0.2
Real Estate & Business Services -1.3 0.5 0.3 0.3 0.3 0.3 0.4 0.6 0.6
Government Services 0.2 -0.8 0.1 -0.1 -0.3 -0.3 -0.2 0.2 0.2
Other Services 15 25 0.3 0.3 1.0 -0.8 0.8 0.4 11
Less Financial Intermediation Services Indire 29 2.9 34 292 01 0.2 05 02 08

Measured (FISIM)

14: USD LONDON INTERBANK OFFER RATELIBOR (End- of- Period)

1-month 3month 6-month 12month
FY09/10 Jun09 0.3089 0.5950 1.1112 1.6063
Sep09 0.2456 0.2869 0.6288 1.2638
Dec09 0.2309 0.2506 0.4297 0.9844
Mar10 0.2486 0.2915 0.4444 0.9200
FY10/11 Junl0 0.3484 0.5339 0.7525 1.1731
Sepl0 0.2563 0.2900 0.4625 0.7778
Decl0 0.2606 0.3028 0.4559 0.7809
Marll 0.2435 0.3030 0.4595 0.7825
FY11/12 Junll 0.1856 0.2458 0.3978 0.7335
Sepll 0.2394 0.3743 0.5578 0.8649
Decll 0.2953 4.9075 0.8085 1.1281
Marl12 0.2413 0.4682 0.7334 1.0485
FYy1213 Junl2 0.2458 0.4606 0.7344 1.0680
Sepl2 0.2143 0.3585 0.6359 0.9730
Decl2 0.2087 0.3060 0.5083 0.8435
Marl3 0.2037 0.2826 0.4449 0.7315
FY13/14 Junl3 0.1958 0.2731 0.4144 0.6902
Sepl3 0.1789 0.2489 0.3685 0.6294
Decl3 0.1677 0.2461 0.3180 0.5831
Mar14 0.1520 0.2306 0.3289 0.5581
FY14/15 Junl4 0.1552 0.2307 0.3268 0.5451
Sepl4 0.1565 0.2351 0.3304 0.5786
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15: PRIME LENDING RATES (End of- Period)

EURGZONE UNITED STATES UNITED KINGDOM
Repo rate Fed Funds Rate Discount Rate Prime Rate Repo rate

FY09/10 Jur09 1.00 07 0.25 0.50 3:25 0.50
Sep09 1.00 07 0.25 0.50 3.25 0.50

Dec09 1.00 07 0.25 0.50 3.25 0.50

Marl0 1.00 07 0.25 0.75 3.25 0.50

FY10/11 Junl10 1.00 07 0.25 0.75 3:25 0.50
Sepl0 1.00 07 0.25 0.75 3.25 0.50

Decl10 1.00 07 0.25 0.75 3.25 0.50

Marll 1.00 0-0.25 0.75 3.25 0.50

FY11/12 Junll 1.25 07 0.25 0.75 3.25 0.50
Sepll 1.50 07 0.25 0.75 3.25 0.50

Deell 1.00 07 0.25 0.75 3.25 0.50

Mar12 1.00 0-0.25 0.75 3.25 0.50

FY12/13 Junl2 1.00 0-0.25 0.75 3.25 0.50
Sepl2 0.75 0-0.25 0.75 3.25 0.50

Decl2 0.75 0-0.25 0.75 3.25 0.50

Mar13 0.75 0-0.25 0.75 3.25 0.50

FY13/14 Junl3 0.50 0-0.25 0.75 3.25 0.50
Sepl3 0.50 0-0.25 0.75 3.25 0.9

Deel13 0.25 0-0.25 0.75 3.25 0.50

Marl4 0.25 0-0.25 0.75 3.25 0.50

FY14/15 Junl4 0.15 0-0.25 0.75 3.25 0.50
Sepl4 0.05 0-0.25 0.75 3.25 0.50

16: INTERNATIONAL EXCHANGE RATES

Sterling vs. US$ Canadian . US$ Yen vs. US$ Euro vs. US$
FY09/10 Jun09 0.6076 1.1623 96.3600 0.7126
Sep09 0.6249 1.0722 89.4990 0.6835
Dec09 0.6184 1.0532 93.0300 0.6978
Marl10 0.6586 1.0153 93.4700 0.7402
FY10/11 Junl0 0.6691 1.0606 88.5310 0.8137
Sepl0 0.6358 10298 83.5200 0.7353
Decl0 0.6411 0.9946 81.1260 0.7468
Marll 0.6232 0.9718 82.7770 0.7051
FY11/12 Junll 0.6230 0.9634 80.5600 0.6896
Sepll 0.6417 1.0503 77.0600 0.7468
Decll 0.6435 1.0213 76.9100 0.7714
Marl12 0.6256 0.9991 82.4340 0.7500
FY12/13 Junl2 0.6376 1.0191 79.8040 0.7894
Sepl2 0.6199 0.9837 77.9480 0.7779
Decl2 0.6150 0.9949 86.6630 0.7584
Marl3 0.6588 1.0156 94.0370 0.7787
FY13/14 Junl3 0.6575 1.0512 99.1700 0.7687
Sepl3 0.6181 1.0285 98.3270 0.7389
Decl3 0.6034 1.0636 105.2030 0.7258
Marl4 0.6012 1.1053 103.0100 0.7259
FY14/15 Junl4 0.5846 1.0676 101.2900 0.7305
Sepl4d 0.6168 1.1196 109.6491 0.7917
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17: WORLD COMMODITY PRICES (Period Averages)

CRUDE OIL PRICES FOOD
North Sea Brent West Texas Intermediate Wheat Coffee
(US$/barrel i f.0.b.) (US$/barrel i f.0.b.) (Us$/mt,Average Winter) (USc/kg, Arabica brand)

FY09/10 Jun09 59.13 59.62 223.18 320.15
Sep09 68.37 68.30 186.95 322.75

Dec09 74.97 76.16 200.49 341.67

Mar10 76.65 78.72 194.47 353.67

FY10/11 Jun10 78.69 78.03 182.14 392.00
Sepl0 76.41 76.20 245.66 468.49

Deel0 86.80 85.17 284.25 513.85

Marll 104.90 94.10 325.63 620.03

FY11/12 Junll 117.10 102.56 320.60 636.54
Sepll 112.48 89.76 293.06 597.37

Deell 109.29 94.06 265.07 536.18

Marl2 118.60 102.94 268.88 486.95

FY12/13 Junl2 108.86 93.50 260.39 400.35
Sepl2 109.95 92.22 341.46 399.96

Decl2 110.45 88.19 346.48 357.12

Marl3 112.91 94.40 309.51 335.49

FY13/14 Junl3 103.01 94.23 294.50 319.86
Sepl3 110.10 105.83 281.76 298.23

Decl3 109.41 97.48 292.20 276.82

Marl4 107.88 98.67 280.67 382.67

FY14/15 Junl4 109.78 102.98 292.86 467.06
Sepld 102.08 97.07 262.50 455.92
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Glossary

Amortization: The repayment of a loan in installments over an agreed period of time.

Base Money: The sum of notes and coins held by the public and the cash reserves of commercial banks (including both their holding of

cash and their deposits at the cent ral bank). The monetary base is the operating target used in the BOJ monetary policy framework and

can be controlled through open market operations. Changes in the monetary base emanate from sources within the net domestic assets
(NDA) as well as the net international reserves (NIR).

Bond Market: The domestic bond market primarily captures debt instruments offered by the Central Government to fund its budgetary
needs.

Cash Reserve Requirement: The requirement by law that a percentage of deposit liabili  ties of deposit - taking institutions must be held as
interest free deposits at the Central Bank.

Core Inflation: Also called Underlying Inflation . It is that part of overall inflation that can be attributed to changes in base money. Central
Banks typical ly try to control core inflation because there are some parts of inflation that are outside of their control. One example of this is
the effect of changes in oil prices.

Credlff. Loans extended by banks, building societies and other financial institutions.

Currency Issue. refers to Jamaican notes and coins in the hands of the public (currency in circulation) in addition to notes and coins held

by financial institutions in their vaults (vault cash). Bank of Jamaica redeems (buys) or issues (sells) notes and coins to financial
institutions when institutions have a demand for cash. The difference between currency issued and that which is redeemed duri ng a period
of time is referred to as net currency issue.

Exchange rate (nominal) . The number of units of one currency offered in exchange for another. For example a Jamaica dollar/United
YO30Uj =91 663c=Upwe3ytsld=cyeUd=th=n bt c 6WE Ripdicandoladaiecnpeded todlitambneLRitedSeatgs 6U | =6336=ht
dollar.

Exchange rate pass - through: The effect of exchange rate changes on one or more of the following: import and export prices, consumer
prices, investments and trade volumes.

Export Price Index: The export price index (EPI) is a weighted index of the prices of goods and services sold by residents of a country to
foreign buyers.

Foreign exchange cash demand/supply : The amount of foreign exchange purchased by market participants from the authorized dealers
and cambios, while cash suppl/infiows is the amount sold to the Bank of Jamaica,  authorized dealers and cambios by market
participants, private institutions and multilateral agencies.

Financial Programme. An integrated system of macroeconomic accounts and behavioural relationships defining the set of monetary, fiscal
and exchange rat e policy measures designed to achieve specified macroeconomic targets.

Financial Asset : An instrument issued by an institution (e.g. BOJ) that provides economic benefits, by (1) generating interest income or net

profits and (2) acting as a store of value. ~ These benefits are created through a formal/informal borrowing/lending relationship. Most
common types of financial assets are money and credit.
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Fiscaldeficitt ZY3U=Upwdjj=thz63UzgtrUcteldtOnj=UpnldtryeBeclU=talcz=e0j=cUslUteld=zhtc=3=392
Fiscal Year. The twelve months beginning in April. Thus fiscal year 2000/2001 refers to the period April 2000 to March 2001.

Government Securities: Debt instruments issued by the Ministry of Finance either to bridge timing gaps between revenue and expenditure or
to cover any excess of expenditure over revenue. These securities include short - term instruments such as Treasury Bills and more  long-
term ones like Local Registered Stock, or Debentures.

Gross Domestic Product (GDP) . This is the total value of all g oods and services produced within an economy over a particular time period
| either a year or three month.

Import Price Index: The import price index (IP1) is a weighted index of the prices of goods and services purchased by residents of a country
from fo reign sellers.

Inflation: refers to the change in the general price level. In Jamaica, this is derived as the change in the Consumer Price Index (CPI)
calculated and published by the Statistical Institute of Jamaica.

Intermediate Target : An intermediat e target of policy. e.g. the money supply or the exchange rate, has three main characteristics.
Itis not directly determined by the Central Bank,

It responds, however, to a stimulus that the Central Bank can vary, and

Its behaviour should to be closely r elated to the ultimate target - inflation.

Jamaica Central Securities Depository (JCSD) : The Principal function of the JCSD is to provide for relatively risk - free settlement of share
transactions. It accomplishes this by employing an electronic, book - entry system for registering changes of ownership of securities which
eliminates the need for physical certificates. The JCSD also provides vaulting facilities for the safekeeping of certificates

JSE Indices: The JSE Index comprises all Ordinary Companies on t he Main Market. The JSE Combined Index comprises all Ordinary
Companies on the Main Market and Junior Market. The  JSE All Jamaican Composite Index comprises of only Jamaican Companies on the
Main Market. The JSE Select Index comprises the JSE's 15 most liq uid Securities on the Main Market. The JSE Cross Listed Index is
comprised of only foreign companies on the Main Market. ~ The Junior Index comprises all Ordinary Companies on the Junior Stock Market.

Liguid Asset : An asset is considered liquid if it can be  easily and with little or no loss converted to cash. The liquid assets of commercial
banks in Jamaica include notes and coins, short - term deposits at the Bank of Jamaica, GOJ Treasury Bills, Local Registered Stock
maturing within 270 days and any GOJ secu rity designated by the Ministry of Finance.

Money: Anything that is generally accepted in exchange for goods and services and for the payment of debt. (e.g. example, notes and

coins.). Hence money is said to be a medium of exchange. Money also serves as a means of storing wealth as well as a standard of and
unit of accounting for financial values and flows.

Money Multiplier: This defines the relationship between the monetary base (M0) and the money supply and is usually calculated as the ratio

of M3 to MO. It measures the maximum amount of money that can be created by the banking system given the provision of an additional

dollar to the system by the central bank. The money multiplier implies that when the central bank conducts monetary policy in such a way
as to increase the monetary base, the overall expansion in the money supply is a multiple of this initial increase. This is a Iso true if the
central bank reduces the monetary base.

Money Supply: This is the stock of instruments or assets formally design  ated as money in a particular economy. There are alternative
measures of money supply both within and between countries. In Jamaica, the measurements of money that are calculated and pu blished
are:

M1: Notes and coins in circulation + Demand Deposits
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M2: M1+ Time and savings deposits

M3: M2 + Other Deposits.

n=zronz2t92w3064j 2062336203 UzZwWteuttUdt10) =3cUz=Zw3cy2wWAIT =9t 663c =62 WRfar@g@eUj =T+ 6C= )
currency liabilities of the banking system.

Moneiary Base: See Base Money
Moneftary policy framework : This defines the transmission process through which policy actions taken by the Central Bank make an impact
on the final target - inflation. The components of a monetary policy framework are policy instruments, operati ng targets, intermediate

targets, and the ultimate goal/objective.

Monetary Policy Instruments: These are instruments used by the Central Bank to influence the money supply and credit. They include open
market operations and the reserve requirement ratio.

Net Domestic Assets1 =Y2UzZ42hhUcUtwdZWueryyt=03UzettUO3cCIWYj U319z 03U=0yYézyyoz2j =yt
sector, mainly Central Government, open market operations liabilities and net claims on commercial banks and other financia | institutions.

Open Market Operations (OMO): Money market trading between the Bank of Jamaica and authorized dealers with the intention of
influencing money and credit in the financial system. OMO involves outright sale or purchase of GOJ securities from the stock of securities

held by BOJ, and/or repurchase and reverse repurchase transactions.

Operating Rate: The percentage of total production capacity of some entity, such as a country or a company that is being utilized at a
given time.

Operating Target: An operating target of policy e.g. the monetary base and interest rates, is influenced directly by the Central Bank and is
adjusted by the Bank in order to bring about the desired impact on its policy target.

Primary Dealer (PD): The setof interme 423 c2Uj =03ctegd=pP32wi3=zpwwzZwyttdewdj Ztnuldt=ZeycrdO6=tnldcyoett
underwrite government issues as well as participate in block transactions with the central bank.

Public Sector Entities (PSE) Forelgn Exchange Facilify : A foreig n exchange surrender facility for public sector entities which seeks to
centralize foreign currency demand. Under this facility Commercial Banks, Authorized Dealers and Cambios agreed to surrender amounts
in addition to the pre - existing requirements.

Quasi- Fiscal Costs: The cost to the central bank of sterilizing the liquidity effects of capital inflows.

Quasi- money: Savings Deposits plus Time Deposit.

Real Appreciation: An increase in the volume of foreign goods that can be bought with a unit of domest ic currency; alternatively it is a
decrease in the volume of domestic goods that can be purchased with a unit of foreign currency. Thus, a real appreciation mak es exports
less attractive and imports relatively cheaper. This may ensue from a nominal appreci  ation, which is the rise in the unit price of the
currency, or a greater increase in domestic prices relative to foreign prices, or both.

Real Exchange Rate: The price of one country's currency in terms of another, adjusted for the inflation differential between the countries.

Real interest rate : This represents the rate of return on assets after accounting for the effects of inflation on the purchasing power of the
return. It is calculated by adjusting the nominal interest rate by the inflation rate.
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Reourchase Agreement (repo) : The purchase of a security from a primary dealer who agrees to repurchase the same at a specified rate
and an agreed future date.

Reserve Requirement: refers to the portion of deposit liabilities that financial institutions may not lend and have to retain either as liquid
assets or on deposit at the Bank of Jamaica.

Reverse Repurchase Agreements; An agreement whereby the Central Bank sells a security that it owns and agrees to buy back same at a
specified rate at an agreed fut ure date.

Securities: Legal documents giving title to property, or claim on income e.g. bonds and stocks.

Signal Rarer =t ©UcUj 6=c 3004 =1 1 = p-Yay re¥etse rEpurghasy aqieaments B eate@@vides a benchmark for the pricing
of all op en market instruments negotiated between the BOJ and Primary Dealers.

Special Drawing Right: The SDR is an interest - bearing international reserve asset created by the IMF to supplement the official reserves of
member countries.

Statutory Cash Reserves: That portion of deposit liabilities of deposit - taking institution, which by a statutorily based stipulation, must be
held as interest free deposits at the Central Bank.

Sterifization. The use of open market operations to prevent intervention in the foreig  n exchange market from changing the monetary base.
With sterilization, any purchase of foreign exchange is accompanied by an equal - value sale of domestic bonds and vice versa.

Time deposit: A bank account based on a contractual arrangement between the de  posit taking institution and the depositor where both
parties agree to a pre - determined interest rate and maturity date, on which deposits earn interest and premature withdrawals from which

require advance notice.

Terms of Trade.: An index of the ratio of export prices to the index of import prices. An improvement in the terms of trade follows if export
prices rise more quickly than import prices.

Tourism Implicit Price Index: a measure of prices in the tourism industry as reflected by average daily expen  diture per tourist.
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