Quarterly

Credit Conditions
Survey Report

uw«u\w‘l\‘m
: naod T2 —
S

September2017
Quarter

Prepared by the
Monetary Analysis & Programming
Department
Research & Economic Programming Division

Contents

List of Figures & Tables 2
Overview 4
Personal Lending

Micro Business Lending 11
Small Business Lending 13
Appendix A: Overall Credit Market Conditional
Appendix B: Glossary and Definitions 24



List ofFigures & Tables

Figure 1: Index of Credit Market Conditions

Figure 2: Cqrmanents of Credit Supply

Figure 3: Distribution of Private Sector Credit
Figure 4: Components of Credit Demand

Figure 5: Credit Conditions for Personal Lending
Figure 6: Availability of Credit for Personal Lending
Figure 7: Demand for Personal Loans

Figure 8: Interest Rates on Personal Loans

Figure Credit Conditions for Mitzed Businesses
Figure 10Credit Conditions for Small Businesses
Figure 11: Credit Conditions for M&dadhBusinesses
Figure 1Zredit Demanded by Mediaed Businesses
Figure 13: Credit Conditions for Large Businesses
Figure 14: Availability of Credit to Large Businesses
Figure 15: Credit Demanded by Large Businesses
Figure 16: Credit Conditions for Secured Loans
Figure 17: Credit Conditions for Unsecured Loans
Figure 18: Drivers of the Supply of Credit

Figure 19: Drivers of the Deof&reédit

Table 1: Overall Weighted Average Lendirum Ratzd and Foreign Currency Loans

Table 2: Interest Rates on Local and Foreign Currency Loaireth Blisiesses

Table 3: Interest Rates on New Local and Foreign Currency Loans to Small Businesses
Table 4: Interest Rates on Local and Foreign Currency LoansitedBdainesses

Table 5interest Rates on Local and Foreign Currency Loans to Large Businesses
Table 6: Components of Credit Demand and Supply Indices

© Copyright 2017. Bank of Jamaica

© © 00 o O O b~

10
11
13
15
16
18
19
19
21
21
22
23

12
14
16
20
22



Background

In order to meet its core mandate to maintain monetary and financial stability, Bank of Jamaica (BOJ
to assess awide setofdatao cr edit mar ket conditions. I n t
Survey (QCCS) broadens the range of credit statistics used in the analysis of inflation and to detern
risks to growth in private sector credit. The survey is conduad@line on a quarterly basis amon
commercial banks, building societies, near banks, credit unions and development banks. It is desit
elicit qualitative information on changes in the demand and supply of credit to various types of busines
well as individuals. The QCCS explores the main factors underpinning these reported changes, includi
and nonprice lending terms and other credit market developments.

The results presented in this report are based on the credit conditions indicesectest from the results of
the surveys. Each credit conditions index (credit demand or credit availability index) is a single metric
assess overall changes in demand for credit from households and businesses or the amount of crec
availableto households and businesses. The credit conditions indices range from 0 to 200. An ind
than 100 indicates a decline in the particular variable whereas an index greater than 100 indica
increase in the variable in question (see Glossary foreninformation). The interest rates presented in th
report are based on weightealverage interest rates reported by the respondents of the survey.

This report presents the results of the September 2017 sumhich was conducted during the period 1
Odober and 6 November 2017.

Past survey reports are available on the BOJ websitatab://www.boj.org.jm/publications .

Surveys Completed by Each Institution

Number of Surveys Completed by Each Institution
No. of survey responde | Micro Small Medium Large
Personal Loanp . . . .
Businesses | Businesses | Businesses | Businesses
Commercial Banks 8 8 8 8 8 8
Building Societies 1 1 1 1 1 1
Merchant Banks 1 1 1 1 1 1
Credit Unions 9 9 9 9 9 9
Total 19 19 19 19 19 19

© Copyright 2017. Bank of Jamaica
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Bank of Jamaica Credit Conditions Survey 8 September 2017 Quarter
Overview

Overall credit conditions eas® during the  per centto 6.0 per centand was consisint with

September2017 quarter at daster pace than was
anticipatedas well as theutturn observed in the
previous quartefseeFigure J.

This eaing occurred against the background of an

estimated expansion in the real economjthin
the range of 0.5per centto 1.5 per cent from the
mild contraction of 0.1 per centrecordedin the
June 2017 quarter. The expansioms attributed
to an increasen all sectorswith the exception of
the Agriculture, Forestn& Fishing Producers of
Government Serviceand the Mining & Quarrying
industries.Annual inflationat September 2017 was
4 7percentwi t hin the
per cent— 6.0 per cent. The outturn represented
an uptickrelative to 44 per centat June2017 and
1.8 per centfor the corresponding period in 2016.

The September 2017 quarterwas also
characterized by buoyant liquidity conditions
which was supportedb y t he B a myk ’

policy initiatives These policy measures included

the transition of the policy rate to the rate on the
overnight deposit (O/N) from the 3@ay
Certificate of Deposit (CD), whigras followedby

a reduction in the new policy rate by 25 basis

points to 350 per cent Correspondingly, he

standard interest rate on the overnight Standing

Bank’ s

the Governmeris strong commitment to fiscal
consolidation. During the quartethe Bank also
introducedf i xed vol ume
CD, which resulted in increased demand for the

O/N deposits by some institutions to meet liquidity

requirements. The average placement on O/N
deposits increased to $35.8 billion for

previous quarter

Figurel: Index of Credit Market Conditions
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Liquidity Facility (SLF) was also lowered by 25 basis

points (bps) to 6.8 per cent thus maintaining the
width of the interest rate corridorat 3.0
percentage points gps) between the overnight
lending rate and the overnight deposit rat&éhe
policy action was informed by the Badsk
assessmenthat inflation forthe next four to eight

quarters wil be within BO$ target range of 4.0
© Copyright 2017. Bank of Jamaica

In the context of the macroeconmic
developments for the Septembe?017 quarter,
lenders reported that the easing in credit
conditions continued to reflect improvements in
lending policiesfor both secured and unsecured
loans Theeasingin credit terms for securedbans
waslargelyevident by a reduction ininterest rates

a udeyt i

the
September 2017 quarter from $17.8 billion in the

ns
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and feesand to a lesser extent, some institutions
reported an extensionni credit lines Similarly,
reductions in interest rates on credit card and ron
credit card loans as well as lower fees applicable to
unsecured lans underpinned more relaxed

September 2017 Quarter

sectors In relation toforeign currency loangredit
supply increasedto the Tourism Distributionand
Professional & Other Servicgctors.

Figure2: Components of Credit Supply

lending policies for unsecured loa(seeAppendix
A: Figures 1@&nd17).

For theDecember2017 quarter,more institutions
plan to reduce interest rates and fees on
unsecured loans while a more moderate pace of
easing in crdit terms on secured loanss
anticipated relative to the September 2017
quarter.

Credit Supply

Credit availability as measured by tBeedit Supply
Index (CSl)increased when compared to the
previous quarter(see Figure 3. The CSI rosto
1051 from 102.2 and reflected increased credit
made available to all firm sizes and households,
with the exception of small businesses that
recorded a mild contraction Insti t ut
willingness to provide creditduring the quarter
continued tobe drivenby their ecoromic outlook,
market share objectivesand competition In
addition, some lenders indicated factors such as
changes in risk appetiteand economic secter
specific riskshad become important drivers of
credit supply in the quarter. There was also an
observedshift in the credit allocation to medium
sized businesses from large businesses during th
guarter (seeAppendix A: Figurd.8).

For the review quarter, thegrowth in the
availability of both local and foreign currency
credit to individualsincreased at afaster pace
relative to the previous quarter With respect to
local currency loansto businesses lenders
reported that they increased their supply of credit
to the Manufacturing, Tourism andDistribution
© Copyright 2017. Bank of Jamaica
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Regarding credit allocation, there was a noticeable
increase in the proportion oftredit offered to
mediumsized businessegelative to the previous
quarter. The proportion of credit allocatl to
mediumsized businesses increased t63.4 per
cent from 30.3 per centin the previous quarter
while credit allocated to large businesses declined
to 39.5 per cent from 60.8 per centin the June

(S

2017 quarter (seeFigure 3. Of note, this shift
largely reflected the lending policies of one
institution. Given the increased allocation to
mediumsized businesses the proportion of

personal loansdeclined to43.0per centfrom 52.0

per centin the previous quarter.
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Figure3: Dstribution of Private Sector Credit
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For the December2017 quarter, lendersplan to

further increase the amount of credit made
available toboth businessesand householdgsee
Figure 2 and Appendix A: Tablg. @ his outlookis

premised 0 n c r e dang ¢or maintainp or
increase market share
entrants in the banking sectand their economic

1 Figure 3 shows the distribution of credit between
households and businesses. Credit to bussesis further
disaggregated to show total business loans distributefirms
of various sizes

© Copyright 2017. Bank of Jamaica
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outlook. The increase supplyis expectedacross
all businessizesandeconomic sectors.

CreditDemand

Growth in credit demand, as measurdsy the
Credit Demand Index (CDdy the September 2017
guarter, increasedat aslower pacerelative to the
June2017 quarter (seeFigure 4. Thismoderation
in the CDI t0103.2 from 105.3 was related to
reduced demandfor personal loangsee Appendix
A: Table §. Lenders reportedhat the moderation
in demand for these loans was a reflection of
substantially weaker demand for credit card debt
and other secured loans during the quartdhere
continued to be moderate demand from most
economic sectors.

Figure4: Components of Credit Demand
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1. Indices greater than 100 indicate an increase while indices less
than 100 indicate a decline.

2. The asterisk (*) represemtexpectations provided by the
respondents.

Thee was a expansionin the demand for local
currency businessloans predominantly by small
businessesto finance developments in most
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sectors of the economyDemand for foreign

September 2017 Quarter

space.ln addiion, the buoyant liquidity conditions

currency loans also increased and was primarilyin the September 2017 quarter contributed to

demandedby mediumsizedfirms, particularly in
the Distribution and Entertainment sectors.
Lenders reported thaborrowers have responded
to various loan promotion activities offered and
alsoremainsensitiveto interestrates.

Creditdemand continuel to be drivenby factors
such as increased business adivities, loan
promotion activities and lower interest rates Of
note, some institutionshave indicated thathange
in government polies and macroeconomic risks
are not significant drives of demandwhich may be
indicative of confidence in the ability f othe
Government and the monetary authority to
maintain policies that enhance credit growfkee
Appendix:Figure D).

For theDecember2017 quarter, lenders indicated
that they are anticipating anptick in the demand
for credit from both individuals at businesses
Creditors cited the important role of lower interest
rates and additional loan promotions in the
Christmas seasorin enticing borrowers to access
additional credit opportunities. The CDI is
consequently projected to rise to 115.6 from
103.2

Price of Credit

Based orthe survey responsesvarageindicative
interest rates on new local currency loandeclined
by approximatel\85 bpsto 13. 57 per centduring
the review quarter, relative to the previous
guarter. Thisreflectedreductionsof 77 bps and 25
bps in rates for personal andbusines loans,
respectively. Lower rates were observed in a
context of increased loan promotion activities as
lenders tried to remain competitive given
additional entrants in the commercial banking
© Copyright 2017. Bank of Jamaica

lower interest rates on loans in the quartésee
Table 2.

In contrast the indicative average interest rate on
new foreign currencyloansrose by 34 bpsto 7.77

per cent which largely reflected higher rates on
foreign currency loans to micro businesses. The
interest rates on loans to small amdedium sized
firms recorded declines, whilinterest rates on
foreign currency loans to large firms increased
slightly.

For theDecember2017 quarter, lenderseported
that they plan to increasdhe interest rateson
new localand foreigncurrency loans tdusinesses
by 100 bps and 66 bpsto 1457 per centand 8.43
per cent respectively?

Tablel: OveralWeighted Average Lending Rates on
Local and Foreign Currency Loans

June 2017 September 2017
Survey Survey

Jun-17 Sep-17*| Sep-17 Dec-17*
Local Currency (LG
Loans
Business loans 12.92 14.23] 12.67 13.82
Personal loans 17.94 17.85| 17.18 17.58
Reference rate 13.23 13.56| 12.71 13.35
Average LCrates | 13.92 14.95| 13.57 14.57
Foreign Currency
(FC) Loans
Business loans 7.43 7.86 7.77 8.43
Reference rate 7.78 1.77 7.39 8.48

2 Note that the projected rates are usually higher than
transaction rates as lenders generally resort to quoting their
posted rates.



5 BAN

@/

NI(\Q“\
e
[e¢)

Bank of Jamaica Credit Conditions Survey ]

September 2017 Quarter

Personal Lending

Credit Conditions
Overall lending conditions for personal loans
easedmarginallyin the September2017 quarter,

Figure5: Credit Conditions for Personal Lending

118.0

' ' _ 1140 - 2
evidencedby the index 0f100.8 (see Figure 5) 5
The slightly relaxed credit terms solely reflected 1100 - ;
changes in lending policies on unsecured personal E 106.0 - 9.0

= o

loans as lenders reduced interest rates on credit —

card debt and lowered the minimum proportion of
balance repaid by borrowerd.enders indicated
that they maintained credit terms on all other
categories of unsecured personal loansgn
contrast, credit conditions on secured loans
tightened, albeit marginally, as some institutions
increased the associated fee3his was partly
offset by lower interest rates andn increase in
the maximum loan to value ratio.

For theDecember2017 quarter.further easing in
lending conditionsis expected for both secured
and unsecured personal loansThis outlook
reflects plans by somkendersto reduce interest
rates on creditcard and other unsecured loans as

they embark on the festive season which is

generally characterized by increased loan

promotion activities.

Credit Supply

The share of redit made availabldor personal
reasonsdeclined t043.0 per centfrom 52.0 per
cent in the previous quarter(see Figure 3. This
noticeable moderation in the share of personal
loans in favour of business loarargely reflected
the lending policies of a major institution in the
quarter. For the September 2017 quarter, the
supply of personal loans for all categories
expanded.

© Copyright 2017. Bank of Jamaica
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1. Indices above 100 indicate easing of credit market conditions

while indices below 100 indicate tightening of market
conditions.

Lencers stated thattheir objective to increase or
at least maintairmarket shareas well axhanges
in their risk tolerance towards individuals,
continued to be important factors fuelling the
increasedavailability of loansOf note, changing

costs or the aailability of fundswas cited as an
important factor in credit supply.This possibly

pointed to the impact that buoyant liquidity
conditionsduring the review quartehad on some
institutions’ ability

individuals.

For the Deember 2017 quarter, credit supplyto
both businesses and individuals expected to
expand at dasterrate compared with the pace of
expansion in theSeptember2017 quarter (see
Appendix A: Table 6 and Figué3.
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and thepersonalizedservice that maye obtained
from the lender.

For the Deember 2017 quarter, the demandfor
personal credit is anticipated to remain robust
mainly through continued easing in lending
conditions on other personalinseared loans
motor vehicle loansand debt consolidation
purposes Seasonal trends of increased borrowing
during the last quarter of the year anthe
expectation for continued macroeconomic
stability have led creditors to anticipaterobust
demand for personlaloans There is also an
expectation that the reduction in interest rates
will lead to consumers undertaking more credit to
finance the purchase of assets.

JFigure7. Demand for Personal Loans

,, 9
J Bank of Jamaica Credit Conditions Survey §
Figure6: Availdility of Credit for Personal Lending
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3. The asterisk (*) represesforward lookingexpectations provided by

the respondents.

Credit Demand

Thee wasa noticeablemoderationin the growth
in demand for personal crediin the review
quarter, relative to the previous quarterfThe CDI
fell to 101.6from 112.5in the previous quarter
with reduceddemand observedicrossmost loan
types,with the excepton of mortgages(seeFigure
7 andAppendix A: Table 6

Creditorsreported that the important drivers of
demandfor personal loansn the review quarter
were interest rates, macroeconomic riskad the
offer of various pomotional activities. Lenders
also cited that the demand for both secured and
unsecured personal loansgas largely basedn the
borrower’' s abi |l iice the lvan,

© Copyright 2017. Bank of Jamaica
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Price of Credit

Average indicative loan rates on new personal
loansoffered by participating institutiondeclined
for the review periodo 17.18 per centfrom 17.94
per centin the previous surveyLowerrateswere
applied to all categories of personal loangith
interest rates on credit cards registering the
largest declingdseeFigure §. Notably, the average
reported rate on credit cards 040.93 per cent
was the lowest outturn reported since the
December 2013 quarter.

Interest rates onpersonal loans ar@xpectedto
be higherfor the December2017 quarter Much of
thisincrease is expected toe reflectedin interest
rates onother unsecured loanand credit cards

© Copyright 2017. Bank of Jamaica

September 2017 Quarter

Figure8: Interest Rates on Personal Loans
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Micro Business Lending

Credit Conditions

For the September2017 quarter, overall credit
terms faced by micro-businesseswere largely
unchangedn comparisorto the previous quarter
(see FHgure 9). The overall indexincreasedto

1008 from 100.1 and reflected the impact ofa

redudion in interest rates andfees by one

institution. All other credit terms were
unchanged for the review quarter.

For theDecember2017 quarter, credit conditiors

are expected to remainrelatively unchanged
when comparedo the Septembei2017 quarter.

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

indices below 100 indicate tightening of market conditions

CreditSupply

Consistent with themarginal easingin credit
terms, the supply of credit to micro firm&zas
relatively unchangedduring the quarter as
evidenced in a CSI ©00.1 Notwithstanding, this

© Copyright 2017. Bank of Jamaica

outturn represented an improvement relative to
the contraction in credit supply to micro
businesss for the June 2017 quartet.enders
reported an increase ioredit supplysolely tothe
Transport, Storage & Comumicationsector.

For the next quarterlenders reported that they
expectto increasethe supply of credito micro
busineses Lenders reprted that additional
credit will be made available to finance
developments in theDistribution, Tourismand
Manufacturingsectors.

CreditDemand

There was a contraction in theverall credit
demancded by micro businesses for the period
Reduced demandrom micro businessesas
observedin all sectorswith the exception of
Agriculture & Fishing, Tourisand Distribution
which recorded strong demanfdr local currency
loans Demand for éreign currency loansvas
marginally more buoyant with th&ourismand
Distribution sectors accounting for much of the
demandfor the review period

The drivers oflemand forsecured loasby micro
businesses continued tbe changesin business
activities, government policies, interest ratess
well asloan promotion advities.

For the December 2017 quarter, the overall
demand for creditby micro firms is expected to
be muted

Price of Credit
The averageindicative interest rates onnew local
currency loas to micro businessesleclined by
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108 bpsto 19.82per centduring thequarter (see
Table 2). Significant reductions in thénterest
rates on loanswere observedin Agriculture &
Fishing, Entertainment and Manufacturing
sectors

In contrast, interestrates on foreign currency
loans to micro businesses\creased g 197 bps
to 10.97 per centfor the quarter Thisincrease
was observedn interest rates on loans to the
Tourism and Entertainment sectoss. No loans
were offeredto the other sectors.

For theDecember2017 quarter, average interest
rates on local currency loans are expected to
increasewhile average rates on faign currency
loans to micro businessesare expected to
decline

Table2: Interest Rates on Locaid Foreigi€Currency
Loansto MicresizedBusinesses

Local Currency Foreign Currency
Mlcro June 2017 Survel September 201]  June 2017 | September 201
Firms Survey Survey Survey

Jun-17  Sep-17% Sep-17 Dec-17f Jun-17 Sep-17f Sep-17 Dec-171

Agriculture & Fishing 23.29 2540 | 17.69 2501 na 9.09 | na 1052

constuction &Lan 47 60 5500 | 1693 2509| na 909 | na 1052
Development
Distibution 2582 2500 | 2588 2500| na 909| na 1052

Electricity Gas &

\Water 18.77 2500 | 1943 25.09( na 9.09| na 1052

Entertainment 2069 2540 | 1741 25.09| 10.00 9.09 [ 10.43 10.52

Manufacturing 2165 2500 19.05 25.09| na 9.09| na 1052

Mining & Quarrying  21.65 25.00 | 21.65 25.09| na 9.09 | na 1052

Professional & Oth

Senvices 1643 2317|1627 2326 na 9.09| na 1052

Tourism 19.91 2540 | 1943 25.09( 850 9.09 | 1150 10.52

Transport, Storage

Communication 2322 2317 | 2449 2326| 850 9.09( na 1052

Average Rate | 21.91 24.75|( 19.82 24.71| 9.00 9.09 | 10.97 10.52

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

2. b2d8 GKIG ayoré AYyRAOFGSaA
businesses within those sectors for the review quarter.

© Copyright 2017. Bank of Jamaica
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Small Business Lending

Credit Conditions sectors while lenders plan to increase the
Lenders contined to relax credit terms for small allocation of loanable funds, denominated in
businesses for the September 2017 quarter. Thisforeign currency, towards the financing of
easing was evident in an uptick in the overall developments in theManufacturing, Tourism,
credit conditions index td05.7from 100.1in the Distributionand Entertainmentsectors.

previous quarter (seé&igure 10Q. For the review

quarter, creditors repord that they reduced FigurelQ Credit Conditions for Small Businesses
both interest rates and fees for secured loans to

125 - 17
small businesses and lowered fees applicable to %
unsecured loans. 120 2

N~

115 §
For the December 2017 quarter, lenders reported 110 §
that they do not plan to change credit terms
offeredto small busineses. 105

100.1

100

_ 95 -
Credit Supply
Credit allocated to small businesses as a share o % - 0w L @ © © @ = = = &
total credit further declined to6.4 per cent for 5 8 & 5 § 8 5 5 8 8
the September quarter, relative 8.1 per centin —— Unsecured credit ——Secured credit
the previous quarter. e=de= Overall Credit Terms

Consistent with the decline in the share, the CSI 1. Indices above 100 indicate easing of credit market
. . . . conditions while indices below 100 indicate tightenafg

of 99.9indicated a contraction in credit supply to marketconditions

small businesses, albeit marginally. Further

analysis indicates that this mild contraction solely

reflected a reduction in foreign currenayredit ~ Credt Demand

made available to theConstructionsector as Demand for loans from small businesses,

credit to other setors was unchanged relative to denominated in both local and foreign currency,
the previous quarter. expanded at a faster pace than the previous

quarter. In particular, theCDI for locakturrency

For theDecember 201%uarter, lenders plan to  l0oans increased t0106.3 from 102.0 in the
significantly augment credit to small businesses, Previous quarter wtie foreign currency loans
as evidenced irthe projected CSlof 107.9 This also increased t0106.3 from 100.2. This uptick
rebound in credit supply is associated an mainly reflected increased demand for local
anticipated ncrease in local currency credit to currency loans  from  the Agriculture,

the Tourisn, Manufacturing and Distribution ~ Manufacturing, ~ Transport, ~ Storage &

Communication, Tourisand Distributionsectors.
© Copyright 2017. Bank of Jamaica
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Increased demandin foreign currency loans
emanated from the Tourism and Distribution
sectors.

Lenders citecchanges in interest rates, business
activities and loan promotion activities as
important factors that drove demand for the
review quarter.

For the Deember 2017 quarter, a considerable
increase in demand fotocal currency loangs
expectedwith the CDI projectedo increaseto

September 2017 Quarter

approximately55 basis pointso 6.89 per cent
which was observedacross all economic sectors
except for theTourismsector.

For the December 2017 quarter, lenders reported
a planned reduction imterest rates on new local
currency loans. However, creditors plan to charge
higher rates on foreign currency loans to small
business enterprises.

Table3; Interest Rates ddewlocal and Foreign
Currency Loans to Small Business

120.4 This outlook for strong credit demand is
generally characteristic of December quarters
when lenders offer various loan promotion®
attract prospective borrowersin addition the
low interestrate environment is also expected to
contribute to increased demand. In this context,
demand is expected to emanatfrom most
economic sectorsfor both local and foreign
currency denominatedlans.

Price of Credit

For the review period, thendicative weighted
average lending rate onew local currency loans
to small businesses increased 18.16 per cent
from 12.23 per cent Thiswas, however, lower
than the expected rate 0f13.61 per cent
reported in the June 2017 survey (s€able 3.

The |ncrease |n the average |Oca| Currency rateSThe asterisks (*) represent expectations

to small businesses reflected higher borrowing
costs across all economic sectors except for the
Entertainmentsector. Conversely, the weighted
average interest rate on foreign currency
denominated loans was lowered by

© Copyright 2017. Bank of Jamaica

Local Currency Foreign Currency
Small June 2017 Surve September 2017] June 2017 Survi September 201
Firms Survey Survey
Jun-17  Sep-17% Sep-17 Dec-17% Jun-17 Sep-17t Sep-17 Dec-17|
Agriculture & Fishing 11,05 1328 | 1340 1260 | 680 7.85| 670 794
constucion&Lan 1y g1 1995 | 1958 1352 | 755 821 | 670 8.10
Development
Distribution 1213 1398 | 1251 1309| 755 835| 670 827
Blectricy Gas& | 1570 1308 | 1310 1260| na 828 | na 827
Water
Entertainment 1404 1435 | 1305 1289| 787 799 | 763 827
Manufacturing | 11.42 1326 | 1404 1260 | 680 813 | 670 827
Mining & Quarrying| 1348  14.85 | 1361 1316 | 720 7.85| 670 794
Professional & 04 1, 46 1359 | 1296 1317 843 828 | 626 844
Services
Tourism 1154 1435| 1310 1253 | 7.37 799 | 790 810
Transport, SOWage| 1) o7 1396 | 1330 1260| 737 813 | 670 827
Communication
Average Rate 1223 1361 1316 1288 | 744 811 | 689 819
provided by the

GKFEG ay ol ¢
those sectors for the

AYRAOIGSa
review quarter.

respondentsb 2 (i S
businesses within
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MediurdSized Business Lending

Credit Conditions currency loans, lenders also reported an inceeas
Lending condibns faced by mediumsized  across most sectors

enterprises in the September 2017 quarter

continued to improve appreciably. This Lenders citednarket share objectives, changes in
improvementwas reflectedin an easing in credit competition as well aschanges in the economic
terms applied to both secured and unsecured outlook, as important factorsthat continued to
loans as some creditors reduced interest rates influence the supplyof credit in the quarter.

and fees while some Ilenders increased

repayment periods. In this context, the overall

index of credit conditions to mediwsized BUSINEsses

businesses increased tb08.0 for the quarter, 5 .
compared with106.7in the previous quarter (see Dec.2017]
Figurell). FGecaSti
10 - :

Figurell Credit Conditions for Meditgized

For the December 2017 qrtar, improvements
in credit terms for mediunsized businesses are
anticipated to be more moderateelative to the 105 1
September quarteras most institutions plario
increase iterest rates applicable to secured
loans.However,with respect tounsecured loans,
lenders plan to impose less restrictive credit
conditions through lower interest rates and fees.

=
(]
(WS
oo

L 9 ©»v © ©° © © I~ x = 7
=R <Y : = £ & ¢ -
2882328835358 8
Credit Supply ==Unsecured credit = Secured credit
Growth in the availability of credito medium = Overall Credit terms
sized firms for theSeptember 2017 quarter 1. Indices above 100 indicate easing of credit market conditions
. while indices below 100 indicate tightening of market
expanded relative to the June 2017quarter, conditions

mainly eflecting the lending policies of one 2. The asterisk (¥) represemtexpectations provided by the
institution. In particular, he proportion of credit respondents.

allocated tomediumsizedbusinesses increased . _
to 53.4 per cent from 30.3 per centin the For the next quarter, the CSfor mediumsized

previous quarter This was evidencedby an businesses |e.xpe.cted tomoderate t0103.6due
increase in the CSI tb08.7 from 100.9 in the to a contraction in the SUPF"V of IOC‘?"' currency
loans to the Transportaion, Tourism and

previous quarter. Lenders reported an increase in _ .
Professiona& Other Servicgsectors.

the supply of localcurrency credit to most
economic sectors exceMining & Quarryingand

the Distributionsectors With regards to foreign
© Copyright 2017. Bank of Jamaica
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Credit Demand Price of Credit
Demand for loans by eadiumsized firms  Consistenwith the improvement in credit terms
increased at daster pacerelative to the previous for mediumsized firms, thendicative weighted
quarter. The CDI increased 105.3from 100.7in average lending rate on new local and foreign
the previous quarter as there was increased currency loans to mediursized businesses
demand for local currency loans across all declined for the review period. The average rate
economic sectorswith the exception of the on local currency loans decreadeto 9.32 per
Enterainment Professional & Other Servicasd cent from 9.77 per centin the previous quarter.
Tourismsectors. Of note,He demand forforeign The reduction in the average rateas evidenced
currencyloans increased at a faster pace than the across all economic sectors. Similarly, the
previous quarter specifially in the average rate on foreign currency loans declined
Entertainment, Electricity Water & Gaand by 12 bpsto 6.86 per centfor the review quarter.
Distributionsectors (seeFigue 12). Lower rates were evident in theConstruction,
Mining & Quarryingand Professionh & Other
For the December 2017 quarter, an increase in Servicesectors (sedable 4.
the CDI is anticipated for local currency loans

while no noticeable change in demand for foreign Table4: Interest Rates on I__ocal and Foreign Currency
currency loanss expected Loans to Mediussized Businesses

Local Currency Foreign Currency
June 2017 Survg  SSPIEMPEI2017 5 o 5017 suny| SePIEMber201
Survey Survey

Credit Demand Index

Jun-17 Sep-174 Sep-17 Dec-17%4 Jun-17 Sep-17f Sep-17 Dec-17

Agriclture & | g 55 950 | g63 975 | 670 7.25| 670 7.82

Fishing
Entertainment - Construction &
—— Land 1027 10.27| 10.00 992 | 7.09 7.55| 670 7.62
Development
Electricity .
Distribution 973 973 | 937 931 | 727 7.05| 787 827
Brof Blectricity Gas| g 55 950 | 900 930 | 715 7.05| 7.21 7.98
Water
Distribution
Entertainment| 9.25 9.25 | 883 9.30 | 6.70 7.25| 6.70 8.02
Tourtsm Manufacturing| 10.07 10.07| 9.43 9.38 | 6.70 7.05| 6.70 7.62
Transport Mining & 10.63 10.63| 10.15 10.24| 7.20 7.55| 6.70 7.82
Quarrying

Professional &
Other Services|

Construction 9.70 9.70 9.58 975 | 715 7.05| 6.63 8.02

- Tourism 954 954 | 913 923 | 670 7.34| 670 8.02
Manufacturing Transport,
i Storage & 956 956 | 9.06 930 | 671 6.85| 6.71 7.67
Mining i_wmj Communicatio

: Average Rate | 9.77 | 9.77 | 9.32 [ 9555 [ 6.94] 7.20] 6.86 [ 7.89

; 7] - - -
Agriculture e S 1. The aterisks (*) represent expectations provided by the

%0 120 respondents.

4 USD: Dec-17* W USD: Sep-17 & JMD: Dec-17*  @JMD: Sep-17

1. Anindex less than 100 indicates a reduction in the Credit availability For the December 2017 quarter the average

while an index greater than 100 indicates an increase.

2. The asterisk (*) represesforward lookingexpectations provided by interest rate on new local currency credit to

the respondents. mediumsizedfirms is expected to increase 3

bpsto 9.55 per cent Higher ratesare expected

© Copyright 2017. Bank of Jamaica
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across most sectors. Similarly, the average expected to increase bj03bpsto 7.89 per cent
interest rate on foreign currency credit is with higher rates expected on loans to all sectors

© Copyright 2017. Bank of Jamaica
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Large Corporations and Commercial Lending

Credit Conditions continued toreflectposi ti ve changes
Lending conditions to large businesses remainedrisk appetite as well as an improvement in
broadly unchanged in the review quarter. The | ender s’ e c ovhile meinainiguhe | o o k
overall credit terms index marginally increased to quality of their loan portfolios in a more

100.3 from 100.0 and was associated with a competitive market

reduction in interest rates and fees, and an

increase in maximum credit lines applied to

secured loans (se€igure 13. However, tighter Figurel3 Credit Conditions for Large Businesses

credit conditions were applied to unsecured

loans to large businesses as lenders increase:’

fees and imposed more restrictive loan
covenants. 103.04
% 102,01
For the December 2017 quar, credit conditions  E
are expected to tighten, as the index is glm'&
anticipated to fall t099.7, largely owing to an %100.0
anticipated increase in loan monitoring S 99,01
requirements interest ratesand loan covenants %
on unsecured loans. Favourable credit conditions © **°
are epected to be applied to secured loans, 97.0-
albeit largely reflecting continued reductions in

96.0
interest rates and fees with no change expected I I I I T R

(1 (¥4
for other price and nosprice terms.

I ENRAI SN
AR G R R N

=== Jnsecured credit ====Secured credit =s=Overall Creditterms

Credit Su | 1. Indices above 100 indicate easing of credit market conditions
PPy . . while indices below 100 indicate tightening of market conditions
In the context of the maintenance of the price 2 The asterisk (*) representforward looking expectations

and nonprice credi terms facing large  Pprovided by the respondents.
businesses, the amount of credit made available
to large businesses continued to expand, at a
faster pace than the previous quartefhiswas
reflected in a CSI dfL1.3for the quarter, relative

For the December 2017 quarter, lenders pltan
augment credit availability to large businesses
_ ] but at a slower pace than whatas observedn

t0 109.2in the previous quarte(seeFgure _14' the September 2017 quarter. A CSI 16f9.3 is
The expansion emanated frf’m growth in the expected which represents a moderation from
supply of both local and foreign currency loans, 111.3in the review quarter. This moderation in

Ia_rge_ly _concentrate_d in  the Manufacturln_g the index reflectsan anticipated contraction in
Distribution and Tourismsectors The expansion

© Copyright 2017. Bank of Jamaica
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the supply of local currency loans to the
Manufactuiing and Tourismsectors.

Credit Demand

The demand for credifrom large businesses
continued to expand in the September 2017
guarter as indicated by a CDI df06.3 This

increased demand stemmed from most economic s

sectors and was partly offset by a contraction in
demand from theProfessional & Other Services
sector (seeFigure 15). Lenders highlighted that
important factors that influence credit demand
from large businessesontinued to bechanges in
business activities, lower interest rateand
reductions in macroeconomic risksas well as
developments in one or more economic sectors.

Figurel4 Availability of Credit to Large Businesses

Entertainment

Electricity

Professional

Distribution

Tourism

Transport

Construction

Manufacturing

Mining

Agriculture

k] 100 10 120 130 140 150 160 1

ol
M MD: Sep-17 MUSD: Sep-17 [/MD: Dec-17* [3USD: Dec-17*

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

2. The asterisks (*) represefiarward lookingexpectations provided
by the respondents.

For theDe@mber 2017 quarter, faster growth in
the demand for credit by large firmis expected
relative to the September 201guarter. This
expansion is underpinned by the anticipated

© Copyright 2017. Bank of Jamaica

September 2017 Quarter

growth in both local and foreign currency
demand most notably from the Electricity
Tourism Distributionand Constructiorsectors.
Figurel5 Credit Demanded hwarge Businesses

Entertainment

Electricity

Distribution

Tourism

Transport

Construction

Manufacturing

Mining

Agriculture

80 90 100 110 120 130 140 150 160

[WIMD: Sep-17 MUSD: Sep-17 {2 IMD: Dec-17* [1USD: Dec-17*

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

2. The asterisk (*) repsenst forward lookingexpectations provided

by the respondents.

Price of Credit

For the review quarterjndicative lending rates
on new local currency loans to large corporations
declined by37 bpsto 8.38 per cent However,
foreign currency rates werkheld at6.36 per cent
(see Table 5. The lower rates on local and
foreign currency loans were evident across most
economic sectors.

For the December 2017 quarter, interest rates for
local currency new loans are expected to further
decrease 1t08.13 per cent, while rates on new
foreign currency loans are expected to increase
to 7.14per cent The anticipated rate increase
expectedacross most sectors.

170
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Table5: InteresRates on Local and Foreign Currency
Loans to Large Busingss

Local Currency Forelgn Currency
June 2017 ey SEPEME 2L g a7 gy SEPEOET 2L
Survey Survey

Jun-17  Sep-17*| Sep-17 Dec-17F Jun-17  Sep-17*| Sep-17 Dec-17

Aied | ey g5 | e 780| 55 703 | 620 678
Fishing

Cnstucton® |90 961 | 915 89| 620 764 | 637 742
Land Developmen

Disbuion 920 954 | 883 867| 652 12 | 602 73
BeryGast | g5 o | 825 7e1| 1% 166 | 72 74
Water

Entertainment 883 938 | 850 838| 637 728 | 637 753
Manufacturing 871 946 | 875 790| 591 58 | 58 6.63

Mining & Quarrying 850 938 | 7.83 750 637  7.03 | 637 6.90

Poessondé | 5o g0 | 853 78| 640 702 | 670 732
Other Services

Tourism 859 880 | 794 800 633 643 | 624 662

Transpor, 0898 g ey 90 | 819 gdp| 637 712 | 637 782
& Communication

Average Rate 875 927 | 838 813 636 703 | 638 714

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

© Copyright 2017. 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

100
Price and Non-Price Factors for Secured Loans

Easing

50
—

. . — I I —

— -

Tightening

-50

Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17  Sep-17 Dec-17*

W | oan covenants

u Collateral Requirements

® Maximum Debt Service ratio

B Fees Applicable to Secured Loans

H L oan monitoring requirements

B Maximum size of credit lines

B Maximum repayment period on loans
B Maximum Loan-to-Value ratio

M Interest rates

. Bars above the zero line represent factors that wddde contributed to an easing in credit
conditions while bars below the line would have contributed to a tightening in credit
conditions for the quarter.

. Indices for the September quarter are computed basedoomward looking expectations
provided by respndents.

© Copyright 2017. Bank of Jamaica

100 Price and Non-Price Factors for Unsecured Loans
Easing
) . .
50 Tightening
Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17  Jun-17  Sep-17 Dec-17*

W Max. size of credit lines

M Loan covenants

M Int. rates on non-C/Card Loans
B Min. prop. of Bal. Repaid

m C/Card Limits

W Max. debt service ratio
W Max. Rpymt. period on unsecured loans
M Fees Appl. to Unsecured Loans
M | oan monitoring requirements
Int. rates on C/Card Loans

Bars above the zero line represent factors that would have contributed to an easing in credit
conditions while bars below the line would have contributed to a tightenn credit
conditions for the quarter.
2. Indices for the September quarter are computed basedoomard looking expectations
provided by respondents
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Table6: Components of Credit Demand and Supply Indices

September 2017 Quarter

Figurel8 Drivers of the Supply of Credit

Sept. 2016 Survey

June 2017 Survey

Sept. 2017 Survey

Credit Supply Indices Sep-16 Dec-16* | Jun-17  Sep-17* | Sep-17 Dec-17*
Credit Supply Index (CSI) 102.2 104.8 102.2 103.8 105.1 105.6
Credit to Businesses 101.1 104.5 101.1 104.5 105.0 105.6
Credit to Individuals 104.5 105.4 104.5 102.4 105.1 105.7
Local Currency Credit 100.1 113.5 102.3 106.8 106.1 105.4
Foreign Currency Credit 102.1 110.7 102.1 109.0 103.1 106.1
Credit Demand Indices Sep-16 Dec-16* Jun-17 Sep-17* | Sep-17 Dec-17*
Credit Demand Index (CDI)| 105.3 105.8 105.3 112.7 103.2 115.6
Demand by Businesses 101.8 100.8 101.8 106.8 104.0 112.7
Demand by Individuals 1125 115.9 112.5 124.4 101.6 121.5
Local Currency Credit 107.4 110.1 106.6 111.8 102.2 1185
Foreign Currency Credit 110.8 106.3 102.8 101.9 105.1 110.0

1. *Expectations fothe upcoming quarter from the current survey.

2. Indices greater than 100 indicate an increase while indices less than 100 indica

decline.

© Copyright 2017. Bank of Jamaica
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Figurelg Drivers of the DemanfiCredit

Factors Affecting Demand for Secured Loans Factors Affecting Demand for Unsecured Loans
100%
80%
80%

60%
60%

40%
40%

20%
20%

0%

-20% .

-20%
-40%
-40%
o0 60%
- (+]
Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17%
B Collateral Value -80%

Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17%
W Change(s) in personal income

W Other factors
B Loan Promotion Activities

B Change(s) in personal income
B Other factors
B Loan Promotion Activities

m Developments in one or more economic sectors . .
H Developments in one or more economic sectors

B Change(s) in macroeconomic risks . L.
W Change(s) in macroeconomic risks

® Change(s) in interest rates  Change(s) in interest rates
® Change(s) in government policy W Change(s) in government policy
W Change(s) in business activity B Change(s) in business activity

© Copyright 2017. Bank of Jamaica



“BA

AN
- v:m\"/‘s

N4

24
Bank of Jamaica Credit Conditions Survey 8 September 2017 Quarter

Appendix BGlossaryand Definitions
Diffusion Index (DI Thisis used to compute the various indices used in the report arsdnwethod of
summarizinghe common tendency of a group of statistical seriBseDIvalueis calculatedas:

DI = (ss + 0.5x ms)- (sw + 0.5 x mw) % 100

Where

ss=percentago f respondents sel ectiosgbssimphanédant yval |y str
ms = percentage of respondents setgatened ng “moder at
sw= percentage of respondentsselec ng “substanti all gasasfleaker” or “su

mw= percentage of respondents selecting moder at el
By construction)enders who report that credit conditions havehangedsubstantially are assigned

twice the score ashose who report that the index hashangedmoderately”. 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 the resposdanswers. The

scoresare then weightedoy the market share of the respondent3he diffusion index]) is therefore

the net percentage balance of opinipcomputed as the difference between the weighted balance of

lenders reporting an increase in tiredex 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 therespondents view the variable in questi@s 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

’Eﬁ | Egz,_ns'r balance of opinion«1oo0+ 200
=1 n J
CDI = ( . )

where 5 = economic sector and { = firm size

Credit Supply Index @)-The average net balance of opinion of credit availability across economic
sectorsand firm sizes

© Copyright 2017. Bank of Jamaica
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¥n I" ER_, net balance of opiniones1o0+ 100
i=1!

| - )
C51 = ( :

where 5 = economic sector and { = firm size

Firms can either be classified by their loan size at origination or theuarnuarnover:

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$10,00& Loan Size US$100,000.08 Sales 4€JS$5.0
$US10,000 million

Medium-sized Busirsses US$100,00& Loan Siz& US$1.0 | US$5.0 milliorx Salesk 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 sontd the credit terms discusseih the report:

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

2. Debt service coverage (DSC) ratithe ratio of the amount borowed to the reported income of
the borrower.

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

4. Loan covenants- an agreement or stipulation, expre=s$ 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), awds consequently part of the terms and conditions of
the loan.

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

© Copyright 2017. Bank of Jamaica



