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Background

In order to meet its core mandate to maintain monetary and financial stability, Bank of JgB@dheeks
to assessa wide setof data on credit market conditions.In this regard, theBOJ Quarterly Credit
Conditions SurveyQCCShroaders the range of credit statistics used in the analysis of inflation anc
determine the risks to growth in private sector credit. The suigegnducted online on a quarterly bas
among commercial bank&uilding societies, near banksredit unionsand development bankst is
designed to elicit qualitative information on changes in the demand and supply of credititus types
of businessesas well agndividuals The QCCSxplores themain factors uderpinning thesereported
changesincluding price and noprice lending terms and other credit market developments.

The results presented in this report are based on the credit conditions indices constructed froesuhe

of the surveys Each credit enditions index (credit demand or credit availability indes@ single metric
used to assess overall changes in demand for credit from households and businesses or the anr
credit made available to households and businesses. The credit condititicessi range from 0 to 20An

index less than 100 indicates a decline in the particular variable whereas an index greater thi
indicates an increase in the variable in quest{sae Glossary for more informationjhe interest rates
presented in this report are based oveightedaverage interest rates reported by the respondents of t
survey.

This report presents the results of tlizecember 20168urveywhichwasconductedduring the periodl7
JanuaryandQ7 Febrary 2017.

Pastsurveyreports are available on the BOJ website lattp://www.boj.org.jm/publications .

Surveys Completed by Each Institution

No. of survey Number of Surveys Completed by Each Institution
respondents  |Personal Loans Micro Small Businesses | Medium-sized | -279¢ Corporate
. . & Commercial
Businesses Businesses .
Businesses

Commercial Banks 6 6 6 6 6 6
Building Societies 3 3 3 3 3 3
Near Banks 1 1 1 1 1 1
Credit Unions 9 9 9 9 9 9
Total 19 19 19 19 19 19

© Copyright 20Z. Bank of Jamaica
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December 201®uarter

Overview

J a ma maceecanomic conditions continued to
improve during the December 2016 quarter.igh
improvementwasevidencedby areduction in the
annualinflation rate at December 2016 to 1.ger
cent,from 3.7 per cent a year earlieGDP growth
of 1.1 per cent for the quarter represented the
eighth consecutive quarter of economic
expansion

Bank of JamaicaBOJ) maintained its signal
interest rate, the rate on its 3@ay Certificate of
Deposit (CD), at 5.0 per cent during theview
guarter. However, n the context of the growing
trend in dollarization and to address nascent
instability in the foregn exchange markathich
represented a threat tothe inflation outlook and
inflationary expectations the Banktemporarily
tightened liquidity at the short end of theoney
market during the quarter. This was evidendsd
reduced | oan amount s
repurchase operations anbwer placements on
t he Bank' s diguedity nhiovgevet
emanated from net maturities oB O Jlonger
term CDsan d t he Bank’ s
operations, resulting in net injection of
approximately $4.0 billioimto the system for the
quarter.

The banking sector experienced increased
competition during theDecember 201@uarterin
light of B O Jdpmoval of another commercial
banking licence in September 2016 addition,in
the context ofthe Banking Services A2014), the
Bank facilitated a loering of the capital risk
weighting for bank loans guaranteed by the
Devel opment Bank of
Enhancement Facility.

© Copyright 20Z. Bank of Jamaica

In the context of the foregoing, credit conditions
during the quarter eased to their highest level
since the start of the survein December 2013
(seeFigure 3 andwashigher than expe&d.

Thisnoteworthyimprovementin credit conditions
was reflected inenders institutingmore relaxed
lending policiesn their attempts atpreservingor
increasing market shareevenwhile maintaining
the quality of their loan portfoliosThe more
relaxed lending stance wagvident in both
secured and unsecured loafsr households and
most business types during the review quarter
(seeAppendix A: Figures 18nd17).

Figurel: Index of Credit Market Conditions
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Notes: (i)The asterisk (*) represents expectations provided by
respondents for thiMarch 201 7uarter. (ii)The indexvasthe average
response for changes in eight credit terms reported in the C
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The outlook for the March 2017 quarter is for
continued easing irredit conditions albeit at a
slower pace relative to the December quarter.
Lenders reported optimisCm about the
ca’',s r i .
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landscapeis expected to antinue influencing
c r e d loanatrategies

Credit Supply

Qedit supply in the December 2016 quarter
continued to expand when compared to the
September 2016 quarter.The overall Credit
Supply Indx (CSWas104.6, stronger tharthe CSI
of 1039 for the September2016 quarter(see
Figure 3. This result was consistent with the
guarterto-quarter growth of 4.1 per cent in
commercial bank crediextendedto the private
sector. Institutions willingness to provide credit
wasdriven primarily by improvediacreeconomic
conditions anda more competitive marketAs
such, market share objectivesemained a key
factor influendng the expansion in credit supply
during the quarter(seeAppendix A: FigurO0).

Lenders reported a increasein local currency
loan facilities to both businesses and individuals
while the availability of foreign currency loans
remained relatively unchanged from the
September 2016 quarter. Personal loans
continued to account for thgreater proportion of
credit allocatedbut moderated t055.0 per cent
from 62.0 per centa year earlierContrastingly,
the proportion of credit allocated tobusinesss
expandedto 45.0 per centfrom 38.0 per centat
end-December 2015 (sd€igure 3. Theincrement
in business creditduring the review quarter
reflected the impact of increasedhactivity and
opportunities in a crosssection of economic
sectors

© Copyright 20Z. Bank of Jamaica
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Figure2: Components of Credit Supply
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114
112
110

108 I
106
I Ii

] ,\b‘
N

&,\
N

104
102
100

P \\ .... N . ,', \\\ o’
II - Ly / \\ P
' v il Vb
Iu I -
Q\v ,\,b\ ,\i') N » g\’(’) . ;\‘O Q[\/Q; Q\b (/\fo \/‘\*
Q@ @'D \\\ \Y

e ;
>
Q Y

K

g ’
SR VRN GO o

i Credit to businesses W Personal credit

Credit Supply Index (CSI)---CSI Expectations

1. *Expectations for the upcoming grter from the current survey.
2. Indices greater than 100 indicate an increase while indices less
than 100 indicate a decline.

The proportion of redit allocated to firms of
different sizes (arge, medium, small, and micjo
reflected a similar pattern as in the previous
quarter. Credit to large and mediursized fims

continued to account for the majority atotal

businesdoans at60.0 per centand29.0 per cent

respectivelyThe share of credit allocated ®mall

and micro-sized businessesconstituted 9.0 per

centand1.0 per cent respectively.

Credit supply is expected to continue its trend
increase in thévlarch 201 uarter. This projected
increase is underpinned by e n d epored
strategy of maintainng or increasing market
share given new entrarg in the market. Other
factors cited include a positive economic outlook
which prompted creditors to augment supply to
busineses Against this background, respondents
reported that they plan to increase credit
availability for all loan categorieand curency
types duringhe March2017 quarter (seeFigure 2
and Appendix A: Table)6
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Figure3: Distribution of Private Sector Credit
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CreditDemand

Growth in credit demand as measured by the
Credit Demand Index (CPigmainedstrong for
the review quarter The index while holding
relatively steady at 107.8(seeAppendix A: Table
6), was significantlyhigher than the anticipated
pace ofgrowth in the September 2016 survey
Sustaining thigrowth was stronger demandor
creditbyfirmsof allsizes,the impact ofwhichwas

1 Figure 3 shows the distribution of credit between
households and businesses. Creditbtessinessess further
disaggregated to show total business loans distributed
firms of various sizes

© Copyright 20%. Bank of Jamaica
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partially offset by the weakening but positive
growthin demand forpersonal loas.

The demand forbusinesscredit strengthened in
the December quarterasindicatedby anindexof
105.7 relative to 103.0 in the September2016
quarter (seeFigure 4. The sectors in which this
increased demandwvas observed weremainly
Manufacturing Distribution, Electricity Gas &
Water, Entertainment, Tourismand Transport,
Storage & Communicatiofsee Appendix Figure
18). Creditdemand by individuals remained strong
for motor vehicleloans, debt consolidation and
lending secured onreal estate, while there was
reduceddemandfor credit cards

Figured: Components of Credit Demand
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Credit demand continued to be driven by factors
such as increasedbusiness activities, loan
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promotional activities lower interest rates and
developments in various econoosectors’.

Lendersindicatedthat they did not expectredit
demand to further strengthen in the March 2017
quarter. Ths moderation isexpected to be
reflected in the demand for personal credit,
particularlyloans intended fodebt consolidaton,
those securedby residential propertyand other
non-credit card loans Demand for foreign
currency creditby mediumsized firmsis also
expected to contracmarginally In contrast, the
expectationis for firms within the Agriculture &
Fishing Tourism, Trangptation and the
Electricity Gasand Water sectors to demanded
more local currency credit

Price of Credit

Based orthe survey responses,varage interest
rates on new local currency loanéncreasedby
approximately60 basis points (bpsjo 15.6 per
cen duringthe December 2016 quarterelative
to the
increase o085 Ipsin busines borrowing costdo
15.1 per cent while the average rate on personal
loans fell tol7.6 per centfrom 18.2 per cenin the
Septenber 2016quarter.

In relation tothe breakdown of interest rateby
firm size, lenders noted a reduction in rates for
large scaleenterprises and relatively unchanged
interest ratesfor loans tomediumsized firmsAs
such, he increase in the averagmterest rate
stemmed fromincreases 061 bpsand 324 bpgo

December 201®uarter

13.6 per centand 25.5 per cent, respectivelyjn
lendingrates applicableto small and micresized
businessesHigher rates on loans to these firms
were associated witheported changes itenders
risk appetiteas well as theieconomicoutlook for
specificsectors.

Similar to the price movements on new local
currency credit, the average interest rate on new
foreign currencyloans increased b4 bpsto 8.5
per cent This expansion also reflectadeported
increase in rates for small and mieszed
businesses. Conversely, lending rates for medium
sized firms remained constant @t6 percentand
the reported rate for large enterprises fell i@l
per cent

For the March 2017 quarter, lendersported an
anticipated increase in the price of credin new
local currency loans to all firm sizes. On the other
hand, they expected the price of credit on loans
denominated in foreign currency to fall marginally.

pr evi ou Shisimpliedart e r Take 1. @Qvgrall Weightgd Average Lending Rates ol

Local and Foreign Currency Loans

September2016 December 2016
Survey Survey
Mar -
Septlé Decl6* | Decl6 17*
Local Currency
(LC) Loans
Business loans 14.25 15.51 15.10 15.81
Personal loans 18.15 17.91 17.59 17.34
Reference rate 14.55 15.31 14.82 15.46
Average LC rated 15.03 15.99 15.59 16.12
Foreign Currenc
Loans
Business loans 8.09 8.71 8.52 8.49
Reference rate 6.74 8.77 7.81 8.91

1. The asterisks (*) repregeiorward looking expectations providec
by the responderst

2 Developments in one or more economic sectors refers to market developments, foreign and/olocal investments

the extent of credit demand associated with technological or

© Copyright 20Z. Bank of Jamaica

and/or other business activities in one or more economic
sectors.
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Personal Lending

CreditConditions

There was asubstantialimprovementin credit
conditions for personal loansin the review
quarter, relative to the previous quarter(see
Figure 5) The overall index 0fl06.5 reflected
improvemens in credit conditions for both
secured and unseured loansas some creditors
lowered interest rates and feesn new loans.In
relation to securedending institutions reported
higher loan disbursements based on higher
collateral Factors such asloan promotional
activities and reduced macroeconomic 8ks
influencedthe demandfor personal crediduring
the review period

Improvements in personal cred¢onditions are
expected tomoderate slightlyduring the March
2017 quarter. The projected index o0fl05.7 is
underpinned bycreditor's plarsto maintainmuch
of their loan policiesparticularly with respect to

interest rate and fees. However, in the context of

the influence ofa newplayer inthe credit market,
lenders planned toenhance loan promotional
activities.

Credit Supply
The supply of loansothouseholds continued to

account for the larger portion of credit supplied

(55.0 per centwhen compared to credit extended
to the productive sector (seEigure 3.

In particular, growth in thavailability ofpersonal

loans remained positive for the Bember 2016
guarter with an estimated CSI 504 2.

© Copyright 20Z. Bank of Jamaica

Figure5: Credit Conditions for Personal Lending
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1. Indices above 100 indicate easing of credit market conditions
while indices below 100 indicate tightening of market

conditiors.

Thiswas slightly lower thah h e
outturn of 1048 (see Appendix A: Table 6

Increased credit supply was associated with
vehicle and
unsecuredloans (including credit card loans), in

greater availability of motor

addition to higher aproval rates for thetwo
categorieqseeFigure §.

Lenders stated thatchanges incompetition,
market share objectiveand changesn their risk

tolerancefor this sectorwere important factors

fuelling theincreasedavailability of loans.

For theMarch 2017 quarter,lendersreported that
they plan to moderate credit
marginallyfor all loan categorieéseeAppendix A:
Table 6 and Figure)5

previous

availability

qu a
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Figure6: Availability of Credit for Personal Lending
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1. CSlless thahO0 indicates a decline in credit supply while
a CSl greater than 100 indicates an increase.

2. Anindex less than 100 indicates a reduction in the
approval rate while an index greater than 100 indicates
an increase.

3. The asterisks (*) represent forward loakiexpectations
provided by the respondents.

Credit Demand

Growth in the demand for personal credit
continued to be strongduring theDecember2016

guarter. The CDlfor the quarter wasl11.9, albeit

lower thanthe index of117.7 recorded in the

previousquarter (seeAppendix A: Table b The

increase inthe demand for personal loanwas

reflected across all loan typesexcept other

secured loangloans for household goods, hire
purchase, educatignand credit card loangsee

Figure 7.

Lendershighlighted that the important drivers of
demand in the review quarter included an
increase irtheir loan promotional activitieslower
interest rates as well asimprovements in
macroeconomic risksas borrowers feel more

© Copyright 20Z. Bank of Jamaica
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confident in their ability to adequatelyesvice
their debt obligations.
Figure7: Demand for Personal Loans

Credit cards

Other secured loans
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Debt consolidation

Motor vehicle

Other unsecured loans

Mortgages
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Credit Demand Index (CDI)
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1. Anindex less than 100 indicates a reduction in the Credit
availability while an index greater than 100 indicates an
increase.

2. The asterisks (*) represent forwdabking expectations
provided by the respondents.

For theMarch 2017 quarter, lendersanticipatea
moderate growth in demandfor personalcredit,
given the expectation ofcontinued easing in
lending conditionsfor other unsecuredpersonal
loans, motor véhicles mortgagesand credit cards
(seeFigure j. Lenders also anticipate thatedit
demand will continue to be drivenby loan
promotional activitiesandlower interest rates

Price of Credit

Creditors indicated that there was an overall
decline inweighted averagelending rates omew
personal loans td 7.6 per centfor the December
2016 quarter. Thiswas lower than theexpected
averagerate of 17.9 per centand theaverageof
18.2 per centfor the Septembe2016quarter. The
lower rate for the reviewperiod was mainly
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reflected ininterest rates on mortgages, motor  Figure8: InteresRates on Personal Loans
vehicle loans non-credit card unsecuredloans

and other secured loanseeFigure §. 12.0
45.0

For theMarch 2017 quarter, lenders reported a

planned reduction of approximately60 bps in 3 11.0

intered rateson all categories opersonal loans

25.0
P, 10.0
15.0
50m ¢« « & ¢ b v b b © © © © 90
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8 85 5385 §8885§ 9
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Credit cards
Other unsecured personal loans
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= < = Avg. expected rates

=== Other secured personal loans
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Micro Business Lending

Credit Conditions

Qedit conditions faced by micro-businesses
improvedfor the December2016 quarterrelative
to the Septembe2016 quarter(seeFigure9). The
overall index of1052 was primarily driven by
more relaxedloan policiesthrough lowerfeeson
unsecuredloans while the policiesapplicableto
secured credit remained relatively unchanged
Neverthelesssomefinancial institutionamposed
tighter credit conditionsthrough increasedoan
monitoring requirementsn order to preserve the
quality of their loan portfolios

The projected CQif 102.1for miao-firms during
the March 2017 quarterreflects an expected
improvement in credit conditions albeit small
This stems from planned reductions innterest

CreditSupply

There was an expansion in treupply of credit to
micro-sized firms in thddecember2016 quarter
compared to the previous quartefThe CSlof
107.6 mainly reflected increasel supply of loal
currency loansas the availability of foreign
currency loansremained unchanged.For local
currency loans, supply increasedacross allthe
economicsectorsand was largely attributed to
market share objectivesin the context of
increased competition, as we | | as
perception of an improving economic outlook.

For the March 2017 quarter, creditors plan to
augment credit supply in the context of thé&
market shareobjectives

ratesand fees on secured loans, partly offset by CreditDemand

planned tighter credit terms for unsecured loans.

TheoverallCDI for micro businessincreased to

In particular, lenders reported planned increases 105.0for the review quarterindicating astronger

in interest rates on nostredit card loans.

Figure9: Credit Conditions for MiecsizedBusinesses
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1. Indices above 100 indicate easing of credit market
conditions while indiceseow 100 indicate tightening of

market conditions
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growth in credit demand Much of this demand
was reflected inocal currency loanas demand
for foreign currency denominated creditported

fell. For the review quarter, increased demand for

local currency loas stemmed fromAgriculture &

Fishing, Manufacturing, Transportation, Storage &

Communication, Tourism, Distributionand
Electricity, Gas & WatekVith respect toforeign
currency loansthe slightcontracton originated
from tempered demandwithin the Didribution
andProfessional & Other Servicgtors

The factors influencing the demand for miero

business loans for the review period included the

impact of increased loan promotional activities.
These promotions included the offer of better
credit termssuch as lower rates and fees, which

ende
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incentivized micreenterprises to demand credit.

Furthermore, some institutions reported that
changes in governmesntlated policies also
contributed to loan demand

For the March 2017 quarter, Enders anticipate
that an increase in business activitiasd loan
promotionsshouldcontinue tospur demandrom
micro businesses.

Price of Credit

Notwithstanding the easing in overall lending
conditions tomicro-sized firms,average interest
rates on local and foreign currew loars to the
sectorincreasedduring thequarter. In particular,
the average interestate on local currency loans
roseto 25.5per centcompared ta22.2 per centin
the September 201@&uarter. The increase in the
price of creditfor micro businessegeflected
higher rates at the start of the quartethat
outweighed the effects of moderatedrates
towards theend. These higher ateswere evident
acrossall economic sectorwith the exception of
the Entertainmentsector.

For foreign currency loans, theverage lending
rate increasedo 10.2 per centfrom 8.3 per cent
in the previous quarterHigherloan rates were
reported on credit to thelTourismsector.

For theMarch2017 quarter, average interest rates
on localcurrency loans are expected torther

© Copyright 20Z. Bank of Jamaica

December2016 Quarter
increase for all economic sectorswith the

exception oDistribution, Mining & Quarryingnd
Transportation Average rates on fergn currency
loansto micro businesseare expected to increase
with the exceptionof loansissuedfor Tourism
basedservices

Table2: Interest Rates on Locaild Foreigi€urrency
Loansto MicresizedBusinesses

Local Currency Foreign Currency
September 2016 | December 2016 | September 2016| December 2016
Survey Survey Survey Survey

Sep-16 Dec-16* |Dec-16 Mar-17*|Sep-16 Dec-16* |Dec-16 Mar-17*

Agriculture &

e 2056 2319 | 2652 2654 | na 1096 | na 958
Fishing

Construction &

Land Development 1765 2224 | 22656 2642 | na 1096 | na 958

Distribution 2904 2224 | 3033 2642 | 1126 1096 | 884 958

ElectrictyGas& | 2030 2994 2355 2642 | na 109 | na 958
Water

Entertainment 2915 2299 | 2406 2654 | na 1096 | na 958
Manufacturing 2077 2319 | 2450 2654 | na 1096 | na 958

Wining & 1700 2224 | 2812 2642 | na 109 | na 958
Quarrying

Professional & | 1q0) 2994 | 2304 2642 | 530 1096 | na 958
Other Services

Tourism 2066 2319 | 2321 2654 | na 1096 [ 1150 958
Transport, Storage
& Communication | 2721 2224 | 2957 2592 | na 1096 | na 958

Average Rate 2222 2260 | 2546 2642 | 828 1096 | 1017 9.58

1. The asterisks (*) represent forward looking expectations
provided by the respondents

2 b2dS GKFG ayolé AYRAOFGSE GKEG  ON
businesses within those sectors for the review quarter.
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Small Business Lending

Credit Conditions

For the December 2016 quarter, énding
conditions for small enterprises improved
considerably The sector reflected a credit
conditions indexof 109.0, which was associated
with reportedly lower fees charged on new
secured and unsecuredredit (see Figure 10).
Sme lending institutionsalso highlightedtheir
recent capacity building initiativethat helpedto
improvethe credit worthiness osome smalland
mediumsized enterprises during the review
period.

For the March 2017 quarter, lendersexpect a
similardegree ofeasing irthe credit environment
as indicated by grojected CCl 0f109.1 This
outlook is underpinned by reditors
further relax credit terms through lower interest

FigurelQ Credit Conditions for Small Businesses
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t o

rates and fees on both secured and unsecured Credit Demand

loans

Credit Supply

Qedit to small businessesas ashare of total

credit, remained aB.0 per cenffor the December
2016 quarter However, this allocation litated

a slight improvement in the CSbf 100.1 when

compared to theprevious quarter

For the March 2017 quarter, the CSI for small
businesses is expected to increase, albeit
marginally. The expected availability oédit for
these types of firms wainfluenced by changes in
| e nd ecororic outlook, competition and
market share objectives.

© Copyright 20Z. Bank of Jamaica

Lenders reported thathte demand for loans by
small businessegontracted during the review
period. Ths contraction, asndicated bya CDlof
98.5, reflected a reduction in the demand for
foreign currency loansparticularly from the
Distribution and Professional & Other services
sectors. However, the contractionmasked a
reported expansion in demand for local currency
loans as indicated by a CDI133.6 Thisreported
expansion irthe demard for local currency credit
reversed the significant contraction reported in
the September 2016 survegnd wasreflected
mainly in the Manufacturing, Distributionand
Electricity, Gas and Watesectors There wereg
however, reportedly significant declines in
demand from the Mining & Quarrying and
Professional & Otheégervicessectors
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Table3: Interest Rates diewlLocal and Foreign
CurrencyLoansto Small Businesses

For theMarch2017 quarter, thedemandfor local

and foreign currency loansy small businessds Local Curency Foreign Currency
expected b marginally increase as respondents September 201§ December 2016| September 20] December 201,
. Survey Survey Survey Survey
expect demand to emanate amly from the Sep-16 Dec-167 Dec-16] Mar-17]Sep-16Dec-L6} Dec-16 Mar-L7
. . Agriculture &
Transporf Storageand Communicatiosectordue gy, | 1178 1303 | 1319 1425|900 850 | 900 907

to the anticipation of increased business activities. |Constructon &

Land 1281 1462 | 1323 1531|975 863 | 900 912
Development
Price of Credit gL”;:gifg 1419 1420 | 1499 1571|900 860 | 900 917

For the review period, lenders indicated that the Entertainment| 1250 13.13 | 1720 1618 | na 867 | na 917

[ i Distributi 1331 1457 | 1458 1497 | 1017 867 | 957 917
weighted average lending rate onnew local isirbution
f . Electricity Gas
currercy loans to smalbushessesincreasedto Water 1286 1409 | 1167 1460 | 9.00 860 | 900 9.7

Manufacturing| 1459 1431 | 1351 1422 | 850 8.63 | 9.00 8.92
13.6 per centfrom 12.9 per cent Nevertheless, [5° 0%

the reported rate for quartewaslower than the Other Services
. Tourism 1103 1438 | 11.92 1503 | 9.00 8.67 | 1050 9.17
expectedrate of 14.1 per centreported in the Transport,

September 2016 survey (see Table 3 Storage & 1327 13.88 | 13.61 14.00 | 900 846 | 7.88 892

) ' Communicatiol
Furthermore, he weighted averagenierest rate Averagerate | 12.94 1406 | 1355 14.87 ] 9.00 861 ] 9.23 [ 9.13
on foreign currency denominateldansincreased The asterisks (*) represent forward looking expectations provided by

. . . the respondentsh 2 1 S (i K | (atesithyatzteditorsidjt Rdt I€nd
by apprOX|mateI320 basis pointso 9.2 per cent to businesses within those sectors for the review quarter.

13.05 1441 | 1158 1443 | 754 867 | 1013 942

For the March 2017 quarter, lenders reported a
planned increasén interest rateson new local
currency loans(14.9 per cent but reported a
planned reduction in their rates on foreign
currency loango 9.1 per cent For local currency
loans,the higher rates are expected to be applied
to all sectors exceptEntertainment Tourism,
Manufacturing and Distribution, Professional &
Other Serviceshould benefit from lowr rates on
foreign currency loans.

© Copyright 20Z. Bank of Jamaica
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MediumsSized Business Lending

Credit Conditions

Lenders reported a significant easing in credit
conditions for medium sized businesses the
review quarter. This improvemeifor the quarter
was reflected ira credit conditionandex 0f109.7
relative to 100.0 in the previous quarter(see
Error! Reference source not foundin fact, this
as the hichest CClrecorded for mediumsized
enterprises since thestart of the survey in
December2013. This considerable improvement
arose from inter-alia, lower fees

For the March 2017 quarter, a similar
improvement in credit conditions faced by
medium sizedifmsis expected Lenders reported
plannedreductions in interest rates and fees on

both secured and unsecured loans. All other price ,

and nonpriceloanterms are expected to remain
unchanged.

Credit Supply

Credit allocated to medium sized firms mardina
increased during the quarter t89.0 per centof
total credit, compared witl28.0 per centin the
previous quarter. This increased provision of
credit resulted in a CSI df00.2 reflecting an

expansion in the supply of foreign currency credit

to the Manufacturing, Mining & Quarryingnd
Agriculture & Fishingectors. This was in contrast
to a contraction in the supply of local currency
loans toConstruction & Land Development

© Copyright 20Z. Bank of Jamaica

Figurell Credit Conditions for Mediwized
Businesses
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Credit Conditions Index
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===lnsecured credit === Secured credit

1. Indices above 100 indicate easing of credit market conditions
while indices below 100 indicate tightening of market
conditions

The asterisks (*) represent forward looking expectations
provided by the respondents.

Lenders cited market shambjectives, changes in
competition as wellas improvements in the
outlook for growth, employment and inflatioras
important factors influening the supply of credit
in the quarter.

For theMarch 2017 quarter, the CSfor medium

sized businesses &xpeded to remain stableat

100.0 Lenders reported thasimilar factorsas in
the December 2016 quarter are expected to
influencethe supply ofcredit.

Credit Demand

There wasa temperedgrowth in loandemandby
mediumsized firmsduring the review quarte
The CDI 0111.5 for the quarter, relative t0118.3
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for the previous quartereflectedlower demand  loans is expected to come from ti#griculture &

growth for local currency loans across  Fishingsector.

Manufacturing, Construction & Land

Development, Distributionand Professional & Priceof Credit

Other Servicesn contrastthere was an increase The weighted average lending rate o@w local

in the CDfor foreign currency loan® 115.3 from currency loans to mediursized businesses

100.0 which reflected a significant increase in increased slightlyto 11.2 per cent during the

loans to the Tourism, Manufacturing, and review period from 111 per cent in the

Transportation, Storage & Communication September2016 quarterand was higher than

sectors, the impact of which was offset by a expected Higher rates wereapplied to local

contractionin loans to theDistributionsector(see currency loans extended to all sectors except

Figure 12. Construction & Land Developmartd Transport,
Storage and Communicatiqisee Table 4. With
respect to foreign currency loanshe average

Figure12 Credit demanded by Medisired lending rateremained at7.6 per cent for the
Businesses . H
review quarter and was slightly lower than
Credit Demand Index projected
Entertainment !
Electricity | Tabled: Interest Rates on Loaald Foreigi€urrency
Professional i Loansto Mediunsized Businesses
PP Local Currency Foreign Currency
Distribution i
Tourism p 2016 | D 2016 P 2016 D 2016
1] Survey Survey Survey Survey
Transport ;
R Sep-16 Dec-16*| Dec-16 Mar-17*| Sep-16 Dec-16* | Dec-16 Mar-17*
Construction ’
Agricult &
Manufacturing Zi":‘lt:'g“t’e ) 1077 1007 | 1475 1071 | 750 763 | 750 776
onstruction
Mining % Land 1378 1148 [ 1205 1214 | 750 763 | 825 806
. Development
Agriculture II o
Distribution 1053 1091 | 1055 1157 | 750 782 | 772 766
20 50 80 110 140 170

Electricity Gas &

1017 1099 [ 1086 1195 7.50 763 7.50 776
Water

ki USD: Mar-17* W USD: Dec-16 ki JMD: Mar-17*  @JMD: Dec-16

1. An index less than 100 indicates a reduction in the Credit Entertainment | 11.50  10.99 | 10.72 11.95 | 869 763 | 750 776
availability while an index greater than 100 indicatesrarease. Manufacturing | 1073 1019 | 1125 1175 | 750 763 | 700 7.76
2. The asterisks (*) represent forward lookin ion ini
) () represent forward looking expectations Mining & 1165 1173 | 1165 1284 | 750 763 | 825 806
provided by the respondents. Quarrying
Professional & | 4 55 1095 [ 1076 1171 | 767 811 | 750 776
Other Services
Tourism 1051 1046 | 1150 1095 | 7.50 763 | 7.33  7.76
. Transport,
For the March 2017 quarter, the overall CDlis Srages | 1100 1107 | 1038 1095 | 725 763 | 756 72
expected[o moderateto 101.93tenmingfrom an AverageRate | 11.13 [ 10.85 | 11.16 [ 11.65 | 7.61 | 7.69 | 7.61 | 7.76

The asterisks (*) represent forwaraldng expectations provided by

anticipatedfall-off in demandfor foreign currency
the respondents

loans The demand for local currency loans by
mediumsized firmds expected togrow at around
the same rate afor the December 2016 quarter.
Much of thegrowth indemand forlocal currency

The average interest raten new local currency
credit isexpected tofurther increaseby 50 bpsto
11.7 per centfor the March 2017quarter. With

© Copyright 20Z. Bank of Jamaica
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the exception of Tourism and Agriculture &
Fishing intered rates on loans toall the other
economicsectors are expected to ris&imilarly
the average interest rate orforeign currecy
creditisexpected tancreaseby 15bpsto 7.76 per

© Copyright 20Z. Bank of Jamaica

December2016 Quarter

centwhere higher rates are expected on loans to
all sectors except Constuction & Land
Development, Mining & Quarryingnd Transport,
Storage & Communication
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Large Corporations and Commercial Lending

Credit Conditions Construction & Land Developmesector (see
Creditconditionsfor large enterprisegmprovedat Figure H).

a slower pace in the December 2016 quarter. The

index of credit terms moderat to 100.6in the ~ For the March 2017 quarter, the supply of both
review quarter fromL01.7in the September 2016 local and foreign currency loans to large
quarter (seeFigure 13. Thismoderation stemmed  enterprises is expected to remain buoyant.

from increases irfees applicable taredit cards

andother unsecured loanavhich partly offset the Figurel3 Credit Conditions for Large Businesses
improvements incredit terms on securedbans

The latter improvement reflectedower interest 1041
rates and fees as well as an extension in the '*’
maximum size of credit lines. gigi
gmo 997 .
For theMarch2017 quarter, credit conditiors are § . 99,
expectedto tighten as some institutions plan to §98, 97
increase interest ratesn noncredit cardloansas § 97 977
well asfees on unsecured loans while reducthg 96 -
restrictions intheir loan covenang®. This impact 95 -

NI\ I\ B G I\ B NI S S

i ; F & R o & E
IS expeCted tO be partly offset by continued \x—i—x\})ve‘?‘;ll éﬁedit ermg\)—ef’)nsg?:ure% cre\t'i\)it—%@Segﬁreﬁzzredit
relaxed conditions on secured loans as lenders

. . . . 1. Indices above 100 indicate easing of credit market conditions
weigh the increasing amount of Iginess

while indices below 100 indicate tightening of market conditions

opportunities within the marketplace andthe 2. The asterisks (*) represent forward looking expectations
level of quuidiy provided by the respondents.
Credit Supply Credit Demand

Despite the moderation in the overall index for Growth in the demand for credit from large
credit conditions for large businesses, credit businessesemained robustin th®ecembel016
supply to this business enterprise remained quarter. TheCDincreased tdl07.7for the quarter
robust. The CSl increasedl111.4for the review  from 106.1 in the previous quarter, mainly
quarter from 107.3 in the previous quarter, reflecting an uptick in the demand from the
reflecting increased availability of local and Distributionsector. Lenders reported thaiemand
foreign currency denominated loans. Creglipply ~ for both secured and unsecured loans by large
was augmented to all sectorsexcept the firmscontinued to be influenced by factors such as

3 See Appendix B for definitions of credit terms
discussed in this Report.
© Copyright 20Z. Bank of Jamaica
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increasedbusiness activities, lower interest rates For the review quarter, lending rates oewlocal

anda less riskynacroeconomi@nvironment

Figurel4 Availability 6Credit to Large Businesses

Credit Supply Index
Entertainment -

Electricity
Professional
Distribution
Tourism @ USD: Mar-17*
— :
Transport .. — RUSD: Dac:16
P =
e & JMD: Mar-17*
Construction L i
e sy JMD: Dec-16
Manutacturing E;‘#W
Mining ﬁﬁ

X s
Agriculture . —

95 105 115 125 135 145

1. Anindex less than 100 indicates a reduction in the Credit availability

while an index greater than 100 indicates an increase.

2. The asterisks (*) represent forward looking expectations provided

by the respondents.

For the March 2017 quarter, credit demand is
anticipated toremainrobust The CDI is expected

to increase t0110.9 for the quarter, driven by

lower interest rates for both secured and
unsecured loansand the anticipation of a
moderationin macroeconomic risk Demand for
local currency loans is expectéa emanate from

most economic sectors except fitanufacturing

and Electricity Similarly demand for foreign

currency loansis expected to stem from all
economic sectors with the exception dhe

Tourismsector (seeFigure 15.

Price of Credit

© Copyright 20%. Bank of Jamaica

currency loango large corporationgleclinedby
48 bpsto 10.23 per centwhile foreign currency
ratesincreasedby 32 bpsto 7.09 per cent(see
Table 5. Thelower rates on local currency loans
were enjoyed by most economic sectors For
foreign currency loansthe increase ininterest
rates also affectednost sectors.

For the March 2017 quarter, interest rates for
both local and foreign currency new loans are
expected to increase by8 bps and 39 bps
respectively.

Figurel5 Credit Demanded hwarge Businesses

Credit Demand Index

Enter : f
Electricity e

Professional

Tourism ®

Transport

Construction

Manufacturing e 1 USD: Mar-17*
W USD: Dec-16
Mining ]
& 4 JMD: Mar-17*
3 ja
Agriculture g HJMD: Dec-16

95 105 15 125 135

1. Anindex less than 100 indicates a reduction in the Credit availability
while an index greater than 100 indicates an e

2. The asterisks (*) represent forward looking expectations provided
by the respondents.
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Table5: InteresRates on Local and Foreign Currency
Loans to Large Businesses

Local Currency Foreign Currency
September 2016 December 2016 Surv September 2014 December 2016 Su
Survey Survey

Sep-16  Dec-16* | Dec-16 | Mar-17*| Sep-16 Dec-16f Dec-16 | Mar-17*

Agraulie& | 4000 1007 | 1000 1033 | 660 763| 750 | 767
Fishing
Construction &

Land Developmen
Distribution 1001 1091 | 1024 1050 | 791 7.82| 683 | 7.30

BecictyGasé | 1100 1099 | 1028 1000 | 660 763| 700 | 73
Water

Entertainment 1100 1099 | 12050 1033 | 6.60 7.63| 750 763

11.82 1148 | 1017 1050 | 660 763 725 | 7.0

Manufacturing 10.00 1019 | 1050 1065 | 660 7.63| 680 | 7.33

Mining & Quarrying 11.00  11.73 | 1000 1033 | 660 7.63| 7.50 | 7.67

Pofessoneld | 4125 1095 | 1050 1067 | 695 81| 701 | 763
Other Services

Tourism 1017 10.16 9.58 988 | 660 7.63| 676 | 7.13
Transport, Storage
&Communicaton| 985  11.07 | 1050 990 | 664 7.63| 673 | 7.63

Average Rate 10.71 1085 10.23| 1031 | 6.77 ‘ 769 709 | 748

1. The asterisks (*) represent forward loakexpectations provided
by the respondents.

© Copyright 20Z. Bank of Jamaica
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Appendix A: Overall Credit Market Conditions

Figurel6 Credit Conditions f@ecured Loans Figurel?. Credit Conditions for Unsecured Loans

Price and Non-price Factors for Unsecured Loans
Price and Non-Price Factors for Secured Loans

100.00
60.0
00 . 80.00 Easing
Easing
400
60.00
300
00 40.00

100
20.00
h —

100 000 === _- e R N o ———
200 Tightening Tightening
20.00
300 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17*
Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17* . ) . . .
W Max. debt service ratio W Max. size of credit lines
M nterest rates B Fees Applicable to Secured Loans B Max. Rpymt. period on unsecured loans B Loan covenants
i Maximum Loan-to-Value ratio ® Maximum Debt Service ratio H Fees Appl. to Unsecured Loans M Int. rates on non-C/Card Loans
B Maximum repayment period on loans M Collateral Requirements B Loan monitoring requirements ® Min. prop. of Bal. Repaid
B Maximum size of credit lines M Loan covenants B Int. rates on C/Card Loans B C/Card Limits

M Loan monitoring requirements

] ) o 1. Bars above the zero line represent factors that would have contributed to an easing in credit
1. Bars above the zero line represent factors that would have contributed to an easingiin cre conditions while bars below the line would have contributed to a tightening in credit

conditions while bars below the line would have contributed to a tightening in credit conditions  conditions for the quder.

for _the quarter. ] 2. Indices for the September quarter are computed based on forward looking expectations
2. Indices for the September quarter are computed based on forward looking expectations provided by respondents

provided by respondents.

© Copyright 20%. Bank of Jamaica
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Table6: Components of Credit Demand and Supply Indices

December 2015 Survey | September 2016 Survey| December 2016 Survey
Dec-15 Mar-16* Sep-16 Dec-16% Dec-16 Mar-17#
Credit Supply Indices
Credit Supply Index (CSI) 103.6 104.4 1039 1048 104.6 106.1
Credit to businesses 1051 103.1 1034 1045 1048 1073
Personal eredit 100.6 106.8 104.8 1054 1042 1037
Credit in Jamaica Dollar 108.1 1047 1042 1133 1073 1103
Credit in U5 Dollar 102.0 1016 1026 1107 102.1 1041
Credit Demand Indices
Dec-15 Mar-16* Sep-16 Dec-16% Dec-16 Mar-17#
Credit Demand Index (CDI} 1121 107.5 1079 1058 107.8 103.9
Demand by businesses 1143 103.6 103.0 1008 1057 149
Demand by individuals 107.8 1133 1177 1159 1119 JlURY
Credit in Jamaica Doflar 1254 1059 1089 1101 1074 1083
Credit in U5 dollar 1052 1012 104.8 1063 1039 1010

1. *Expectations for the upcoming quarter from the currsuatvey.
2. Indices greater than 100 indicate an increase while indices less than 100 indicate a

decline.

© Copyright 20%. Bank of Jamaica
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Figurel8 Drivers of the Supply of Credit
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m Market Share Objectives
B Changes in competition

B Changes in economic sector-specific risks

M Risks associated with lending to Hshlds & Indivs.
m Changes in loan portfolio mix
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B Changing Economic Outlook

B Changing cost/availability of funds
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Figurel9 Drivers of the Demand of Credit

Factors Affecting Demand for Secured Loans
80%

Important

-20%

-40%
Unimportant
-60%
Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec- 16

M Collateral Value W Change(s) in personal income
B Other factors B Loan Promotion Activities
H Developments in one or more economic sectors M Change(s) in macroeconomic risks
M Change(s) in interest rates B Change(s) in government policy
M Change(s) in business activity

© Copyright 20%. Bank of Jamaica
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Factors Affecting Demand for Unsecured Loans
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L B
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m Change(s) in personal income m Other factors
M Loan Promotion Activities H Developments in one or more economic sectors
M Change(s) in macroeconomic risks B Change(s) in interest rates
= Change(s) in government policy ® Change(s) in business activity
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Appendix BGlossaryand Definitions

Diffusion Index (DB Thisis used to compute the various indices used in the report arsdnsethod of
summarizing the common tendency of a group of statistical sefiesDI valuds calculated as:

OO0 ii M aizi v M &L zpnm
Where
ss=percentago f respondents selectiosgbsSsambmsi antdiyaklighster
ms = percentage of respondents selecting “moderat
sw = percentage of respondent sel ecting “substantially weaker” or
mw = percentage of respondents selecting “moderat

By construction)Jenders who report that credit conditions havehangedsubstantiallj are assigned
twice the sore as those who report that the index hachangedmoderately’. The use of the fixed weight
(0.5) relating to the proportion of respondents selecting either moderately stronger or moderately weaker
distinguishes between the level of conviction in thepmsdents answers.The scores are then weighted

by the market share of the respondent$he diffusion indexl) istherefore the net percentage balance

of opinion computed as the difference between the weighted balance of lenders reporting an indrease
the index and those reporting a decline.

The metric always ranges betweeri00 and +100. A negative DI indicates that the majority of the
respondents view the variable in questi@s declining easing while a positive DI indicates that the
majority of the respondents view the variable in questias increasingtightening. An index of 100
indicates no change in the variable.

Credit Demand Index (CBThe average net balance of opiniohcredit demandacross firm sizes and
economic sectors

0'MIQ Qwé & & d0dh e 0 "QQIi GQd Q

Credit Supply Index @)-The average net balance of opinion of credit availability acrossogoiz sectors
and firm sizes

© Copyright 20Z. Bank of Jamaica
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Firms can either be classified by their loan size afiation or their annual turnover:

Classification Loan Size (at origination) Annual Sales/Turnover

Micro Businesses Less than US$10,000.00 Less than US$100,000.00

Small Businesses US$10,000<Loan Size< US$100,000.00<Sales <US$5.0
$US10,000 million

Medium-sized Businesses | US$100,000<Loan Six¢3$1.0 US$5.0 million<Sales<US$25.0
million million

Large, Corporate & Greater than US$1.0 million Greater than US$25.0 million

Commercial Businesses

The following are definitions of sonoé the credit terms disussed in the report:

1.

Loanto-value (LTV) ratie the ratio of the amount borrowed to the appraisal or market value of
the underlying collateral, for loans securbyreal estate or other collateral.

Debt service coverage (DSC) ratite ratio of the anount borrowed to the reported income of
the borrower.

Credit lines- credit line refers to a facility with a stated maximum amount, which an entidg
entitled to borrow from an institution at any given time.

Loan covenantsan agreement or stipulatiorexpressed in loan contracts, in which the borrower
pledges to take certain action (an affirmative covenant) or to refrain from taking a certain action
(a negative covenant), andasconsequently part of the terms and conditions of the loan.

Loan monitorirg requirements- additional reporting required of the borrower as part of the
conditions of the loan agreement (for example, regular reporting of inventory margins).

© Copyright 20Z. Bank of Jamaica



