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                                                  01 April 2020 

   

FINANCIAL SYSTEM STABILITY COMMMITTEE ISSUES 

STATEMENT ON FINANCIAL STABILITY 

On the occasion of its meeting on 24 March 2020 and on its review of Bank of Jamaica’s 2019 

Financial Stability Report, the Financial System Stability Committee (“FSSC”) issued the 

following statement: 

 

The Financial System Stability Committee (“FSSC”) has reviewed Bank of Jamaica’s 

2019 Financial Stability Report.  The report assessed developments in the financial 

system and the associated systemic risks since the September 2018 quarter.  The data 

and analysis presented in the report showed that Jamaica’s financial system remained 

sound and stable.  Both deposit-taking institutions and non-deposit taking financial 

institutions were well capitalized and profitable.  In addition, the extent of maturity 

mismatch of financial entities’ balance sheets and their ability to meet significant 

demand for liquidity showed no significant change in the review period.  

 

Notably, the financial system remains highly interconnected and concentrated.  The 

report identifies a significant degree of counterparty funding between related entities 

operating in different financial sectors. Bank of Jamaica’s network analysis 

demonstrates that as a result of the extent of related party funding, a shock to a single 

entity could be amplified through its financial group, causing further spillover to the 

wider financial system.   

 

Bank of Jamaica (BOJ) continues to assess the notable movements in stock and real 

estate prices.  The report concludes that the movement during the assessment period 
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largely reflected a reversion to levels observed prior to the 07/08 global financial crisis, 

influenced by Jamaica’s fiscal consolidation and accommodative monetary policy.  The 

fiscal consolidation and accommodative monetary policy have also facilitated strong 

growth in private sector credit.  The report, however, states that the lag in the real 

growth of disposable personal income and GDP represents a potential build-up of 

vulnerabilities in the financial system.  

 

The ability of BOJ to assess systemic risk exposures due to financial conglomerates, and 

separately, systemic risks due to household and corporate debt, is therefore imperative.  

The FSSC recognizes the Bank’s effort to better understand the operations of Jamaica’s 

largest financial groups and the initiatives being taken to improve group-wide 

supervision.  In addition, the FSSC recommends to BOJ that its assessments of systemic 

risk be further guided by granular information on borrowers’ repayment ability by 

building a picture of the balance sheets of household and corporate sectors. 

 

The COVID-19 pandemic may create new challenges for managing financial system 

stability. Global economic activity is projected to slow or even decline due to the virus.  

Bank of Jamaica’s scenarios show potentially significant adverse impact on Jamaica’s 

GDP growth arising from the global spill-over while significant uncertainties still exist 

as the extent and length of the pandemic is still unknown.  Due to the macro-financial 

linkages which exist within the Jamaican economy, there is the potential for the 

weakening of financial institutions’ balance sheet and profitability.  A significant fall-off 

in economic activity could result in the reduced demand for credit, higher non-

performing loans and the withdrawal of bank deposits.  Further, non-deposit taking 

financial institutions may experience challenges associated with a sell-off in financial 

markets, material declines in asset prices and subsequent market illiquidity.  
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The Committee therefore endorses the initiatives being undertaken by BOJ to ensure 

adequate foreign currency and Jamaican dollar liquidity and is of the view that these 

initiatives will support the normal functioning of the financial system, including the 

payment system, during this challenging period.  Furthermore, the Bank will continue 

to evaluate financial market conditions and take necessary steps to minimize disorder in 

the financial system. 

 

At its meeting on 24 March 2020, the Financial System Stability Committee endorsed 

these conclusions drawn in the report.  

 

The report is available at http://boj.org.jm/publications. 

 

Financial System Stability Committee 

24 March 2020 

 

Background: 

The FSSC is a statutory committee established under section 34H of the Bank of Jamaica Act, as 

amended. Its job includes reviewing developments in the financial system and the economic 

environment, advising on macroprudential policy, engaging with stakeholders, and providing 

oversight of financial stability assessments prepared by Bank of Jamaica staff. 

The financial stability mandate of the FSSC and Bank of Jamaica provides a statutory foundation 

for the identification, mitigation and control of systemic threats to financial system stability, 

based on assessments of vulnerabilities within the financial system as a whole, as well as those 

arising from the links between the financial system and developments in other parts of the 

Jamaican economy and the global economy.  Bank of Jamaica, in consultation with the FSSC, is 

empowered to develop prescriptive rules, standards and codes for financial institutions which 

specifically address gaps and imbalances that could threaten financial system stability as a 

whole.   

http://boj.org.jm/publications


      

   

Page 4 of 4 

 

This oversight complements and does not replace the responsibilities and authority of Bank of 

Jamaica and the Financial Services Commission to supervise and regulate, respectively, the 

deposit-taking, insurance, securities and pensions industries. Bank of Jamaica and the Financial 

Services Commission also meet regularly with the Jamaica Deposit Insurance Corporation and 

the Ministry of Finance on the Financial Regulatory Committee, a statutory committee also 

established in 2015 to foster timely information-sharing, coordinated policy development and 

effective crisis management with respect to the financial sector. 

The FSSC consists of six ex officio members and two members appointed by the Minister of 

Finance on the recommendation of the Bank of Jamaica governor.  The appointed members are 

Mr. David Marston, former Chief Risk Officer of the International Monetary Fund and Professor 

Claremont Kirton, retired Professor in the Department of Economics at The University of The 

West Indies, Mona campus, Jamaica.  Both were appointed on 02 January 2020 for a term of 

three years. (They replaced Mr. Karl Wright and Mr. Richard Powell whose terms expired in 

November 2019.)  The ex officio members are Bank of Jamaica Governor Richard Byles (Chair), 

Financial Secretary Darlene Morrison, Senior Deputy Governor John Robinson, Deputy 

Supervisor Maurene Simms, Financial Services Commission Executive Director Everton 

McFarlane and Jamaica Deposit Insurance Corporation CEO Antoinette McKain.   
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