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PREFACE 

 

 
Bank of Jamaica’s Quarterly Monetary Policy Report reviews the 
conduct of monetary policy and the main factors that influence 
inflation.  It also presents the Bank’s perspective on emerging 
economic trends and the path of monetary policy over the short- to 
medium-term.  

 

The developments in the review quarter are set against policy targets 

for the fiscal year which runs from April to March.  In some instances 

the data used in the preparation of the report are provisional and are 

therefore subject to change.  
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OVERVIEW 

 

Recent Developments 

The Bank of Jamaica (BOJ) maintained its signal rate, the rate on the 30-

day Certificate of Deposit (CD), at 5.75 per cent during the March 2014 

quarter.  In addition, the rate on the Bank’s overnight instrument remained 

at 0.25 per cent while the local currency cash reserve and liquid asset 

requirements were maintained at 12.0 per cent and 26.0 per cent, 

respectively.  This policy stance was influenced by a favourable inflation 

outlook, weak domestic demand and a need to meet the net international 

reserves (NIR) target.   

 

For the review quarter, the Bank continued to augment its liquidity 

management operations through issues of special open market operations 

(OMO) securities as well as offering repurchase arrangements. These 

operations were enhanced on 14 February 2014 with the offer of a Six-

Month Repurchase Operation (SMRO), which provided Jamaica Dollar 

liquidity to deposit-taking institutions (DTIs) that made placements on 

BOJ’s foreign currency CDs with a minimum tenor of two years. The 

SMRO augmented the liquidity provided via the Bi-Monthly Repurchase 

Operation (BMRO) and the Standing Liquidity Facility (SLF), which were 

introduced in the December 2013 quarter as well as the regular overnight 

repurchase agreements.  Notably, the Bank also issued four US dollar CDs 

of varying tenors during the quarter.   

 

In this regard, the net effect of the Bank’s OMO for the review quarter was 

an injection of $19.4 billion.  In addition, the Bank injected liquidity 

through the net purchase of foreign currency.  The impact of these 

liquidity injections was partially offset by absorptions from the 

Government’s operations.   

 

For the review quarter, the weighted average selling rate (WASR) of the 

Jamaica Dollar vis-á-vis the US dollar depreciated by 2.9 per cent, 

following depreciation of 2.6 per cent and 2.1 per cent for the December 

and September 2013 quarters, respectively.  The uptick in the pace of 

depreciation for the review quarter occurred in the context of a 

concentration of foreign currency supply in a few entities and elevated  
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concerns about the country’s ability to meet the NIR target under the 

Extended Fund Facility (EFF). In the context of the faster pace of 

depreciation, net demand for current account transactions fell during the 

quarter.  The increased pace of depreciation coupled with a reduction in 

inflation resulted in gains in external price competitiveness for the quarter 

and the fiscal year. 

 

Headline inflation for the March 2014 quarter fell to 1.7 per cent from 1.9 

per cent for the December 2013 quarter.  The outturn for the review 

quarter primarily reflected the impact of the rise in international oil prices, 

the lagged impact of the continued depreciation of the domestic currency 

and to a lesser extent an upward adjustment in the National Minimum 

Wage.  However, weak domestic demand and some improvements in 

domestic supply conditions moderated inflation for the quarter.  Inflation 

for FY2013/14 was 8.3 per cent, which was below the Bank’s target range 

of 8.5 per cent to 10.5 per cent as well as the outturn of 9.1 per cent for the 

previous fiscal year.   

 

For the March 2014 quarter, real Gross Domestic Product (GDP) is 

estimated to have recorded a third consecutive quarter of growth in the 

range of 1.0 per cent to 2.0 per cent.  The continued expansion in real 

GDP occurred in a context of higher external demand, greater use of 

productive capacity and favourable weather conditions.  The main sectors 

estimated to have driven this performance were Agriculture, Forestry & 

Fishing, Mining & Quarrying, Construction and Hotels & Restaurants. 

 

Broad Jamaica Dollar money supply (M3J) declined by 0.7 per cent for the 

March 2014 quarter. This outturn was generally in line with the 

performance for the corresponding quarter of the previous fiscal year but 

represented a smaller reduction than the average decline of 1.2 per cent for 

the last five March quarters. Notwithstanding the contraction for the 

review quarter, M3J expanded by 4.7 per cent for FY2013/14 following an 

increase of 2.0 per cent for the previous fiscal year.  

 

The main source of contraction in M3J for the review quarter was a 

decline in banking sector credit to the public sector. The impact of this 

contractionary impulse was partly offset by liquidity injection from an 

increase of US$255.8 million in the (NIR) to US$1 303.6 million.  For 
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FY2013/14, the monetary base expanded generally in line with the 

programme target under the EFF and as such, both the targets for the NIR 

and net domestic assets (NDA) are assessed to have been comfortably met. 

 

Outlook 

The Bank is projecting continued expansion in domestic output is the 

range of 1.0 per cent to 2.0 per cent for FY2014/15, while inflation is 

forecast to be in the range of 7.0 per cent to 9.0 per cent.  This growth 

outlook is predicated on the assumption that the global economy will 

maintain its steady pace of recovery in response to an extended period of 

expansionary monetary policy by central banks in a number of major 

economies.  The inflation outlook incorporates the impact of moderate 

increases in international grains prices, some pass-through of exchange 

rate depreciation to domestic food prices as well as the impact, though 

negligible, of revenue measures.  Overall, Jamaica’s economic 

performance should continue to reflect improvement consistent with 

continued gains in external competitiveness.   

 

For the June 2014 quarter, real GDP is projected to grow within the range 

of 0.5 per cent to 1.5 per cent.  This largely reflects projections for 

recovery within Agriculture, Forestry & Fishing and Mining & 

Quarrying. 

 

Headline inflation for the June 2014 quarter is forecasted to be within the 

range of 1.0 per cent to 2.0 per cent.  The projection reflects increases in 

the prices of processed foods, the impact of the announced revenue 

measures and an increase in domestic energy costs reflecting the lagged 

effect of moderately higher prices for crude oil.  However, price increases 

should be constrained by weak domestic demand as well as declines in 

international grains prices for the quarter. 

 

Against this background, the Bank’s monetary policy stance will remain 

conservative, consistent with the inflation outlook.  In addition, the Bank 

will remain focused on managing Jamaica Dollar liquidity to meet the 

monetary targets outlined under the EFF.  
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Table 1.1 
 

 Selected GDP Growth Rates 

(Quarter-over-Quarter  percentage change at annual rates) 

  Sep-13 Dec-13 Mar-14 

 Advanced Economies 

USA 4.1 2.6 0.1 

Canada 2.7 2.9 1.6 

Japan  0.9 0.7 4.4 

UK 1.8 2.7 2.9 

Euro area -0.3 0.5 1.0 

Emerging Market Economies 

China 7.8 7.7 7.4 

Russia 1.3 2.0 0.9 

Brazil 2.2 1.9 2.0 

Sources: Bloomberg Consensus Forecasts and BOJ estimate.  

 
 
 
 
 
 
 
 
 
 
 
 
The pace of global economic growth is estimated to have 
decelerated during the March 2014 quarter. 
 
 
 
 
 
 
 
 
Growth in the USA is estimated to have moderated. 
 

The pace of global economic growth is estimated to have 
decelerated in the March 2014 quarter relative to the previous 
quarter. This marginal slowdown reflected a moderation in 
real output for the USA, the impact of which was partly offset 
by an acceleration in economic growth for Japan, the UK and 
the Euro area. 
 
Jamaica’s major trading partners recorded mixed inflation 
outturns for the review quarter. There was an acceleration in 
inflation in the USA and Canada, reflecting the impact of 
higher food prices, particularly grains. In contrast, there was 
a deceleration in inflation in China and the UK, principally 
due to lower domestic food and transportation costs, despite a 
rise in international oil prices.   
 

Average interest rates on US Treasuries were unchanged 
relative to the previous quarter in the context of unfavourable 
macroeconomic developments in the USA as well as the 
commencement of tapering of the Federal Reserve’s bond 
purchase programme (QE3). Whereas interest rates on 
emerging market bonds rose, rates on the Government of 
Jamaica global bonds (GOJGBs) fell during the quarter. The 
decline in yields on GOJGBs was influenced by a successful 
third review by the International Monetary Fund (IMF) and an 
upgrade in Jamaica’s sovereign credit rating by Fitch Ratings 
Inc and Moody’s Investor Services. 
 
Global Economic Growth 
Growth in global economic output is estimated to have 
decelerated in the March 2014 quarter driven primarily by 
lower expansion in the USA. Within the advanced economies, 
there was a deceleration in the pace of expansion real output 
for the USA and Canada while growth in the Japan, the UK 
and the Euro area is estimated to have accelerated (see Table 
1.1). 
 
Real output for the USA is estimated to have grown by 0.1 per 
cent in the March 2014 quarter, based on a preliminary 

1. International Developments 
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The Euro area economy is estimated to have expanded at a 
faster rate relative to the previous quarter. 
 
 
 
 
 
 

Source: Official statistics offices 

estimate by the US Bureau of Economic Analysis, in 
comparison to growth of 2.6 per cent in the previous quarter.   
 
The moderation in growth was largely attributable to the 
severe winter which had a negative impact on most sectors 
including the housing and labour markets. In this regard, 
residential investment was estimated to have declined during 
the quarter. The adverse weather conditions also tempered the 
pace of growth in output in Canada as a result of disruptions to 
sales and hiring. 
 
Japan’s economy is estimated to have expanded by 4.4 per cent 
relative to growth of 0.7 per cent in the previous quarter.  This 
acceleration largely reflected increased consumption 
expenditure resulting from the positive effects of the bond 
purchase programme by the Bank of Japan.  

 
For China, real output is estimated to have decelerated by 0.3 
percentage point (pp) to 7.4 per cent, relative to the December 
2013 quarter. This performance mainly reflected slower 
growth in the real estate sector and a moderation in investment. 
 
Regarding the Euro area, real output is estimated to have 
accelerated to 1.0 per cent, mainly driven by a stronger 
external sector. The continuation of expansionary monetary 
policy measures by the European Central Bank (ECB) also led 
to an improvement in demand conditions in the region.  
 
Unemployment 

The average unemployment rate for the USA declined by 0.3 
pp (see Table 1.2). In contrast, the average unemployment 
rates for Canada and the Euro area were unchanged from the 
previous quarter. The reduction in the unemployment rate for 
the USA primarily reflected a decline in the number of 
unemployed persons relative to the labour force. For the Euro 
area, the unchanged unemployment rate principally reflected 
increased unemployment in Italy, the impact of which was 
offset by declines in Germany and Spain.   
 
 
 

Average Unemployment Rate for Selected Economies  
(Per cent) 

  USA  Canada  
Euro 

area 

Jun-13 7.5 7.1 12.0 

Sep-13 7.2 7.1 12.0 

Dec-13 7.0 7.0 11.9 

Mar-14 6.7 7.0 11.9 
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Table 1.3 

Source: Official statistics offices     
 
 
 
 

 
 
 
Table 1.4 

Source: World Bank Pink Sheets, BOJ 
 

*Aluminium is the proxy used for alumina prices, 
** Tourism Implicit Price Index 

 
 
Jamaica’s TOT improved, reflecting a faster rate of increase 
in export prices relative to import prices. 
 
 
 

Inflation 
For the March 2014 quarter, the 12-month point-to-point 
inflation outturns for Jamaica’s major trading partners were 
mixed (see Table 1.3).  Inflation was higher for the USA and  
mainly reflected increases in the prices for food and beverages 
as well as housing. Similarly, an acceleration in Canada’s 
inflation rate mainly reflected higher prices for food and 
shelter. For the UK, there was a deceleration in inflation which 
largely reflected lower costs for food and non-alcoholic 
beverages as well as transport. A deceleration in China’s 
inflation mainly mirrored a reduction in the cost for food.  
 
Jamaica’s Terms of Trade 

Jamaica’s terms of trade (TOT) index improved by 1.6 per cent 
for the March 2014 quarter relative to the December 2013 
quarter (see Table 1.4).  The improvement reflected an 
increase of 3.4 per cent in the Export Price Index (EPI), the 
impact of which was dampened by a 1.8 per cent increase in 
the Import Price Index (IPI).  
 
The estimated improvement in the EPI was underpinned by an 
increase of 3.7 per cent in the Tourism Implicit Price Index 
(TIPI), relative to a decline of 14.3 per cent in the previous 
quarter. This increase in the TIPI reflected higher average 
tourist expenditure for the quarter. The estimated increase in 
the IPI reflected higher prices for crude oil and some 
international agricultural commodities.  Crude oil prices rose 
by 1.2 per cent to an average of US$98.67 per barrel (bbl), due 
primarily to the impact of geopolitical tensions between Russia 
and The Ukraine on global supplies. Additionally, higher oil 
prices were supported by increased demand for distillate fuel, 
particularly heating oil, consequent on severe winter in North 
America.  
 
Increased agricultural raw material prices reflected higher corn 
prices due to reduced supplies in South America, stemming 
from drought conditions during the harvest period. In this 
regard, the Bank’s agricultural raw material sub-index is 
estimated to have risen by 0.3 per cent, largely reflecting an 
increase of 5.3 per cent in corn prices. The impact of this was 

Annual  Point-to-Point Inflation for Selected Economies 
(quarterly averages) 
Jun 2013 – Mar 2014 

  USA Canada UK China Euro 

Jun-13 1.4 0.8 2.7 2.4 1.4 

Sep-13 1.6 1.2 2.7 2.8 1.3 

Dec-13 1.2 0.9 2.1 2.9 0.8 

Mar-14 1.4 1.1 1.8 2.4 0.7 

Selected Import/Export Prices (period averages) 

(Per cent change relative to previous period) 

  Sep-13 Dec-13 Mar-14 

TOT 0.4 -4.3 1.6 

IPI 4.8 -4.1 1.8 

Crude Oil 12.3 -7.9 1.2 

Soybeans 4.3 5.5 0.0 

Corn -17.0 -17.6 5.3 

Rice -11.9 -7.2 0.2 

Wheat -4.3 3.7 -3.9 

       

EPI 5.2 -8.2 3.4 

Aluminium* -2.3 -0.8 -3.6 

TIPI** 5.6 -14.3 3.7 
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Table 1.5 

 
Source: central banks 

a
 Fed funds rate   

b 
Repo rate   

c 
Overnight rate    

 
Table 1.6 

Source: Central Banks 
a Benchmark lending rate 
b Refinancing rate 
c Repo rate 
d
 SELIC rate 

Figure 1.2 

US Treasury Yield Curve 

 
Source: Bloomberg  
 

partially offset by a 3.9 per cent decline in wheat prices, as 
average soybean prices were unchanged. 
 

Monetary Policy 
Central banks in the major advanced and emerging market 
economies largely maintained an expansionary monetary 
policy stance in the March 2014 quarter Interest rates on the 
marginal lending facility for these advanced economies were 
unchanged in an effort to promote improvement in demand 
conditions (see Table 1.5). However, the Federal Open Market 
Committee (FOMC) reduced its pace of monthly bond 
purchases by US$10 billion in both January and February 
2014. In March, against the background of an improvement in 
US labour market conditions, the FOMC announced plans to 
further reduce monthly bond purchases by an additional US$10 
billion in April 2014. 
 
The tapering by the Federal Reserve had an adverse impact on 
the currencies of some emerging markets economies. 
Consequently, the central banks of India and Brazil increased 
their rates by 25 bps and 80 bps, respectively in an effort to 
mitigate inflationary pressures stemming primarily from 
currency depreciation (see Table 1.6).    
 

Selected Sovereign Bond yields 
For the review quarter, the average yield on secondary market 
trades for US Treasury bills (USTBs) was unchanged, relative 
to the previous quarter, in response to unfavourable 
macroeconomic developments in the USA and the Fed’s 
decision to commence the tapering of QE3 (see Figure 1.2). 
The unchanged average yields mainly reflected the impact of a 
fall in average yield on short-term bonds, the impact of which 
was offset by an increase in the average yield on long-term 
bonds.  
 
In the context of the foregoing, there was a widening in the 
average spread between the 3-month USD LIBOR and the 3- 
month USTB (TED spread), an indicator of risk, by 2 bps to 
average 20 bps (see Table 1.7).   
 

-0.50

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

1-mth 3-mth 6-mth 1-yr 3-yr 5-yr 7-yr 10-yr 20-yr 30-yr

Mar-13 Jun-13 Sep-13

Dec-13 Mar-14

Selected Benchmark Interest Rates: Advanced Economies 

Dec. 2013 – Mar. 2014 

  USAa UKb Euro areab  Canadac 

Dec. 0 - 0.25 0.5 0.25  1.0 

Jan. 0 - 0.25 0.5 0.25  1.0 

Feb. 0 - 0.25 0.5 0.25  1.0 

Mar. 0 - 0.25 0.5 0.25  1.0 

Selected Benchmark Interest Rates: Emerging Economies 
Dec. 2013– Mar. 2014 

  Chinaa Russiab Indiac Brazild 
Dec. 6.0 8.25 7.75 10.0 
Jan. 6.0 8.25 8.0 10.8 
Feb. 6.0 8.25 8.0 10.8 
Mar. 6.0 8.25 8.0 10.8 
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Table 1.7 

 
 
 
 
 
 
 
 

 
Source: British Bankers’ Association 
 
 
 
 
 

Figure 1.3 

Selected Stock Market Indices 

 

Source: Bloomberg 
 
 

Emerging Market Bonds  
Average yields on some emerging market bonds continued to 
rise in the March 2014 quarter.  Accordingly, the emerging 
market bond index (EMBI+) rose by 18 bps to 6.30 per cent.  
The spread between the EMBI+ and USTBs widened by 18 
bps to 5.19 per cent. The higher yields on emerging market 
debt could be ascribed to concerns surrounding the curtailment 
of the Federal Reserve’s bond purchases which led to a 
weakening of emerging market currencies. In contrast, the 
average yield on GOJGBs fell by 30 bps to 8.00 per cent 
during the quarter, underpinned by a third successful review by 
the International Monetary Fund (IMF) under the Extended 
Fund Facility (EFF) as well as an upgrade in Jamaica’s 
sovereign credit rating by rating agencies. Specifically, Fitch 
Ratings Inc. upgraded Jamaica’s long-term debt to ‘B-’ from 
‘CCC’, with a stable outlook. Similarly, Moody’s Investor 
Services raised the outlook on Jamaica's Caa3 sovereign rating 
to positive from stable. In this context, the spread between 
GOJGBs and USTBs narrowed by 31 bps to 6.90 per cent. 
 
Equities 
The performance of selected stock market indices was mixed 
during the March 2014 quarter.  In particular, the S&P 500 and 
the Eurofirst 300 indices both rose by 1.3 per cent. However, 
the Dow Jones Industrial Average (DJIA) and the Nikkei fell 
by 0.7 per cent and 9.0 per cent, respectively (see Figure 1.3).   
 

The outturn for the S&P 500 stock index was largely 
influenced by better-than-expected corporate earnings for some 
companies.1 Conversely, the decline in the DJIA could be 
attributed to negative corporate earnings reports, primarily 
evidenced in the weak performance of several key stocks in 
this index.2 The performance of the Eurofirst 300 Index was 
chiefly driven by favourable economic developments in the 
Euro area. 
 

 

                                                 
1 The S&P 500′s big gainers were Forest Nabors Industries  and Keurig 
Green Mountain. 
2 Boeing, Goldman Sachs Group and General Electric all declined during 
the quarter.  

Selected Market Interest Rates 
(period averages) 

  
3-month USD 

LIBOR 
3-month US 

Treasury bill 

TED 
Spread 

(bps) 
Jun-13 0.27 0.05 22 

Sept-13 0.25 0.03 22 

Dec-13 0.25 0.06 19 

Mar-14 0.26 0.06 20 
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Table 1.8 

 

(Currency/US$) 

(Quarterly Percentage Change) 

  Sep-13 Dec-13 Mar-14 

 Advanced Economies 

GBP vs. US$ 1 4.3 2.2 

Canadian $  vs. US$ -1.5 -1 -4.9 

Yen vs. US$ -0.3 -1.6 -2.2 

Euro vs. US$ 1.4 2.7 0.7 

Emerging Market Economies 

Real vs. US$ -10.4 0.4 -3.7 

Yuan vs. US$ 0.5 0.6 -0.2 

Peso vs.                      

US$                          -3.3 -0.9 -1.6 

Sources: Bloomberg  

+ indicates an appreciation of the currency against the US$ 

– indicates a depreciation of the currency against the US$ 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Foreign Exchange Market 
For the review quarter, most currencies of selected advanced 
and emerging market economies depreciated against the US 
dollar (see Table 1.8). Of note, the Canadian dollar 
depreciated by 4.9 per cent amidst unfavourable economic 
reports and lower commodity prices, particularly for wheat. 
The Japanese Yen depreciated largely as a result of the central 
bank’s ongoing stimulus programme. In addition, the Brazilian 
Real and the Mexican Peso depreciated against the background 
of the Federal Reserve’s moderation of asset purchases. In 
contrast, the Great British Pound and the Euro appreciated in 
the context of an improvement in macroeconomic conditions 
during the quarter.  
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 Figure 2.1 
Interest rate on BOJ’s 30-day Certificate of Deposit 

 

 
 

 
 
 
 

Table 2.1 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Money & Credit 
Monetary Policy and Base Money Management 
The Bank of Jamaica (BOJ) maintained the rate on the 30-day 
Certificate of Deposit (CD) at 5.75 per cent throughout the March 
2014 quarter in the context of a favourable inflation outlook and the 
Bank’s objective for meeting the monetary targets in the economic 
programme.  In addition to its regular instruments, the Bank 
continued to manage Jamaica Dollar liquidity through issues of 
regular and special OMO securities as well as offering repurchase 
arrangements.  Notably, the Bank offered a special Six-Month 
Repurchase Operation (SMRO) to deposit-taking financial 
institutions (DTIs) during the March 2014 quarter.   Against this 
background, for the review quarter, the Bank’s OMOs net injected 
liquidity into the system, largely reflecting the support provided via 
repurchase agreements and the net unwinding of placements 
overnight with the BOJ.   
 
For the March 2014 quarter, the monetary base contracted by 8.9 per 
cent, reflecting the seasonal decrease in currency.  This reduction 
was however, sharper than the 6.5 per cent recorded in the March 
2013 quarter and the average of 6.2 per cent for the March quarters 
of the last five years.  
 
 
For the review quarter, the Bank maintained its policy rate at 5.75 per 
cent and the rate on its overnight instrument at 0.25 per cent (see 
Figure 2.1).  In addition, the domestic currency cash reserve and 
liquid assets requirements were maintained at 12.0 per cent and 26.0 
per cent, respectively. This decision to hold the policy rate at the 
current level was informed by a favourable inflation outlook and 
weakness in the domestic economy notwithstanding recovery in GDP.   
Despite this outlook, inflation expectations remained elevated (see 
Inflation).  The Bank’s policy stance also continued to be focused on 
meeting the monetary targets outlined in the economic programme. 
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2. Monetary Policy and Financial Markets 

Outturn 
Dec'13 

Quarter

Outturn 
Mar'14 

Quarter

% 
Change

Net International Reserves
(US$ MN.) 1 047.8 1 303.6 24.4
(J$MN.) 111 468.2 138 679.5 24.4

Net Domestic Assets
(J$MN.) -7 834.8 -44 251.5 -464.8

Monetary Base
(J$MN.) 103 633.4 94 428.0 -8.9

Base Money Indicators
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       Figure 2.2 
        Base Money 
    (Quarterly Change) 

 
 

 
 

 
 

 

 

 

 

 

 
 
 
 

 

Figure 2.3 

Effects of the NIR, GOJ & OMO on Liquidity* 

 
* Absorption – negative;     Injection – positive 

 
 
 
 
 
 
 
 
 

During the March 2014 quarter, the Bank continued to manage 
Jamaica Dollar liquidity through issues of regular and special OMO 
securities as well as offering repurchase arrangements.  In particular, 
10 variable rate (VR) CDs and 2 USD Indexed bonds were offered to 
primary dealers and commercial banks during the quarter (see Bond 
Market).  These special instruments absorbed $12.6 billion.  On 14 
February 2014, the BOJ offered a Six-Month Repurchase Operation 
(SMRO) which provides Jamaica Dollar liquidity to DTIs that make 
placements in foreign currency CDs with the Bank with a minimum 
tenor of two years.  This operation augmented the liquidity provided 
via the Bi-monthly Repurchase Operation (BMRO), the Standing 
Liquidity Facility (SLF) and normal overnight arrangements.3,4  At 
end-March 2014, liquidity provided through the SMRO and BMRO 
totalled $42.0 billion and $21.5 billion, respectively.  The SLF 
provided daily average liquidity of $1.3 billion for the quarter.  Total 
foreign currency deposits associated with SMRO was US$385.0 
million and £44.0 million at end-March 2014.  The liquidity support 
provided during the quarter facilitated increased placements on 
special OMO instruments.   
 
Against this background, the monetary base contracted by $9.2 billion 
(8.9 per cent) for the March 2014 quarter relative to the reduction of 
$6.4 billion (6.5 per cent) for the March 2013 quarter (see Figure 
2.2).   This decline in base money was largely reflected in net 
currency redemption of $8.7 billion (12.5 per cent) relative to a 
decline of $7.0 billion (10.9 per cent) in the March 2013 quarter.   
The performance of base money in the March 2014 quarter resulted in 
growth of 3.4 per cent for FY2013/14 compared to 9.1 per cent for 
FY2012/13. 
 
The contraction in the monetary base in the March 2014 quarter was 
influenced by a decline of $36.4 billion in the NDA as there was an 
increase of $27.2 billion (US$255.8 million) in the NIR.   Within the 
NDA, there was a net build-up in Central Government deposits at the 
Bank (see Figure 2.3).   
 

                                                 
3 The BMRO provides financing with a two week tenor to DTI’s.  The total allocation under 
the Facility is determined in each period by the BOJ. 
4 The SLF provides automatic access to overnight financing to DTI’s on a continuous basis. 
The total size of the Fund is limited and there are restrictions on the amount each institution 
can access as well as the regularity with which they can use the facility each month. 
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Table 2.2 

 
 
 
 
 
 
 
*Quantitative Performance Criteria relative to December 2012 
quarter and valued at IMF programme rate, reflecting appropriate 
adjusters for specified flows.5 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
5 Adjusters represent the amount by which the NIR target will be 
modified to account for deviations from programme projections of 
financing receipts from multilateral institutions as well as changes in 
the BOJ’s foreign liabilities to residents. 

 
In a context where the Bank also net purchased US$89.6 million in 
foreign currency from the market in addition to the foreign currency 
deposits, the NIR and net domestic assets (NDA) targets outlined in 
the programme for the March 2014 quarter were comfortably met (see 
Table 2.2).  

Criteria   Outturn 

Cumulative change in NIR (floor) 13.9 264.7

Cumulative change in NDA (ceiling) -2.2 -37.4

Quantitative Performance Criteria*
 Monetary Targets - March 2014 Quarter
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Figure 2.4 
Money Supply 

(Quarterly Growth Rates) 

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

P
er

 C
en

t

M3J M3*

 

           

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2.5 
Deposits in Commercial Banks 

(Quarterly Growth Rates) 
 

 

 

 

 

 

 

 

Money Supply 

Broad Jamaica Dollar money supply, M3J, fell by 0.7 per cent for the 
March 2014 quarter, largely similar to the decline of 0.6 per cent for 
the corresponding quarter in 2013.  Given the outturn for the March 
2014 quarter, M3J increased by 4.7 per cent for FY2013/14, well 
below the average of 7.1 per cent for the last five fiscal years. 

The measure of broad money supply that includes the Jamaica Dollar 
value of foreign currency deposits, M3*, grew by 1.3 per cent for the 
review quarter relative to 2.6 per cent for the March 2013 quarter.  
The performance of M3* for the review quarter reflected growth of 6.2 
per cent in  foreign currency deposits relative to expansion of 11.6 per 
cent for the March 2013 quarter.  In this regard, the ratio of foreign 
currency deposits to total deposits increased to 33.4 per cent at end-
March 2014 relative to 32.2 per cent at end-March 2013. 

     

For the March 2014 quarter, broad Jamaica Dollar money supply, M3J, 
declined by 0.7 per cent compared to a contraction of 0.6 per cent in 
the corresponding quarter of 2013 and the average reduction of 1.2 per 
cent for the last five March quarters (see Figure 2.4).  For FY2013/14, 
M3J expanded by 4.7 per cent following an increase of 2.0 per cent for 
the previous fiscal year.  Nonetheless, the growth in M3J for 
FY2013/14 was well below the average increase of 7.1 per cent for the 
last five fiscal years (see Table 2.3).  The performance of M3J for 
FY2013/14 continued to reflect weak domestic demand conditions, 
given declining real incomes (see Real Sector Developments).  
 
The main source of contraction in M3J for the review quarter was a 
decline in banking sector credit to the public sector.  The impact of this 
contractionary impulse was partly offset by an increase of $27.2 billion 
(US$255.8 million) in the NIR.  In addition, there was a marginal 
increase of $1.6 billion (0.5 per cent) in private sector credit.  These 
increases were largely facilitated by net injection of $19.4 billion from 
OMO during the March quarter. 
 
The contraction in money supply for the March 2014 quarter was 
reflected in a reduction of 8.4 per cent in currency in circulation 
following the seasonal expansion in the previous quarter.  The net 
 

Table 2.3  
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Local Currency Foreign Currency

Local Currency (5-yr avg.) Foreign Currency (5-yr avg.)

MJ Mar-13 Mar-14

M1J 9.1 3.5

M2J 6.8 3.3

M3J 2.0 4.7

M*

M1* 18.4 7.6

M2* 13.3 6.1

M3* 8.1 6.5

Money Supply 
(12-month Growth Rates)
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Table 2.4 

Mar-13 Mar-14

Local Currency Deposits 0.6 0.7

Demand deposits -1.1 -1.1

Savings deposits 2.1 -0.2

Time deposits 2.3 -4.7

Other Deposits -0.5 4.4

Local Currency Deposits

Quarterly  Growth Rates ( % )

 

 

 
 
 

Figure 2.6 
       Foreign Currency Deposits to Total Deposits (Monthly) 
 

 
 

 

 

 

 

 

 

 

 

Table 2.5 

 

 

 

 

 
 
 
 
 
 
 
 
 

redemption in the March 2014 quarter compared to the contraction of 
7.3 per cent in the corresponding quarter of 2013 and the average 
decline of 9.9 per cent for the last five March quarters.  For 
FY2013/14, growth in currency in circulation was 5.9 per cent relative 
to 7.0 per cent for FY2012/13.  In real terms, there was a decline of 2.2 
per cent in currency in circulation for FY2013/14 following the 
reduction of 2.0 per cent for the previous fiscal year.  The continued 
decline in the real value of currency in circulation could be indicative 
of the persistent weakness in domestic economic activity. 
  
Local currency deposits, the other component of M3J, grew by 0.7 per 
cent for the review quarter compared to the increase of 0.6 per cent 
recorded for the March 2013 quarter and average growth of 0.4 per 
cent for the last five March quarters (see Figure 2.5). The increase in 
local currency deposits for the review quarter reflected growth in other 
deposits as there were declines in the other sub-categories (see Table 
2.4). For FY2013/14, local currency deposits grew by 4.5 per cent 
relative to the expansion of 1.2 per cent for the previous fiscal year. 
The growth in local currency deposits for FY2013/14 largely reflected 
increases in savings and other deposits. 
 
For the review quarter, M3*, the measure of broad money supply that 
includes the Jamaica Dollar value of foreign currency deposits, grew 
by 1.3 per cent relative to 2.6 per cent for the March 2013 quarter.  The 
Jamaica Dollar value of foreign currency deposits increased by 6.2 per 
cent, relative to the expansion of 11.6 per cent for the March 2013 
quarter.  The expansion in the Jamaica Dollar value of foreign currency 
deposits, for the review quarter, reflected an increase of 3.1 per cent 
(US$43.4 million) in the US dollar stock as well as the impact of 
depreciation of 2.9 per cent in the weighted average selling rate of the 
Jamaica Dollar vis-à-vis the US dollar.6  For the March 2013 quarter, 
there was growth of 5.0 per cent in the US dollar stock and 
depreciation of 6.0 per cent.  The growth in foreign currency deposits 
for the March 2014 quarter largely reflected expansions in savings and 
time deposits held by both businesses and individuals.  At end-March 
2014, the ratio of foreign currency deposits to total deposits was 33.4 
per cent relative to 32.3 per cent at end-December 2013 and 32.2 per 
cent at end-March 2013 (see Figure 2.6). 

                                                            
6 All foreign currency deposits are converted to US dollars. 

Mar-13 Dec-13 Mar-14

Currency to Deposit ratio (%) 16.67 18.55 16.88

Reserves to Deposit ratio (%) 13.74 14.24 13.97
Money Multiplier 3.89 3.62 3.94

Components of the Money Multiplier (M3J)
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Table 2.6 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

There was an increase in the money multiplier corresponding to M3J to 
3.94 at end-March 2014 from 3.62 and 3.89 at end-December 2013 and 
end-March 2013, respectively (see Table 2.5).  The increase in the 
multiplier relative to the previous quarter reflected declines in both the 
currency-to-deposit and the reserve-to-deposit ratios.  The reduction in 
these ratios was as a consequence of the net redemption that typically 
follows the Christmas period. 
 
The weighted average rate on local currency deposits held at 
commercial banks decreased by 6 bps to 1.98 per cent for the March 
2014 quarter.  This decline reflected a lower interest rate on demand 
deposits (see Table 2.6).  In contrast, the weighted average rate on 
foreign currency deposits increased by 2 bps to 1.08 per cent, reflecting 
a higher rate on time deposits.  
 
 
 
 

Mar-13 Dec-13 Mar-14

WEIGHTED AVERAGE 

     Domestic Currency 

     Overall 1.80 2.04 1.98

Demand 1.33 1.56 1.51

Savings 1.08 0.98 0.98

Time 3.55 4.26 4.50

Foreign Currency 

Overall 0.97 1.06 1.08

Demand 0.52 0.39 0.39

Savings 0.30 0.30 0.27

Time 2.45 2.43 2.60

Memo:

BO J 30-DAY CERTIFICATE

O F DEPO SIT RATE 5.75 5.75 5.75

 Interest Rates on Commercial Bank Depoits in the 
Domestic Market
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Figure 2.7 
Quarterly Growth Rates of Private Sector Loans & Advances 

 

 

Table 2.7 

 

 

 

 

 
 
 
 
 

 

 

Table 2.8 

 

Private Sector Credit 

For the March 2014 quarter, the stock of private sector credit in 
commercial banks increased by 0.5 per cent. This outturn was below the 
growth recorded in the corresponding quarter of 2013 and the average 
expansion for the March quarters of the last five years.  Credit growth for 
the review quarter reflected an expansion in local currency borrowing by 
both households and businesses.  In the context of the performance for the 
review quarter, private sector credit increased by 11.0 per cent for 
FY2013/14. With regard to the quality of the overall loan portfolio, at 
end-March 2014, there was an improvement relative to end-December 
2013, predominantly reflecting a decline in the stock of non-performing 
business loans. 

 

For the March 2014 quarter, the stock of private sector credit increased by 
0.5 per cent (see Table 2.7).  This expansion represented a significant 
deceleration relative to the growth of 5.3 per cent observed for the March 
2013 quarter as well as the average increase of 2.4 per cent for the March 
quarters of the last five years.  For FY2013/14, growth in private sector 
credit was 11.0 per cent, which was marginally higher than the average 
increase of 10.0 per cent for the last five fiscal years.7  
 
Total loans and advances grew by $3 040.7 million (0.9 per cent) for the 
review quarter, the lowest rate of increase since the March 2011 quarter.  
The outturn for the review quarter was in comparison to an expansion of 
6.3 per cent for the March 2013 quarter (see Table 2.8).  The performance 
for the March 2014 quarter reflected an increase of 1.5 per cent in local 
currency denominated loans, the impact of which was partially offset by a 
decline of 3.5 per cent in foreign currency denominated loans.  Growth in 
total loans and advances largely decelerated in the context of continued 
weak domestic demand as well as the depreciation in the Jamaica Dollar, 
particularly against the US dollar. 
 
Business Lending 
Loans and advances extended to businesses fell by 0.3 per cent for the 
review quarter.  This outturn was in contrast to growth of 5.3 per cent for 
the March 2013 quarter and an average expansion of 2.8 per cent for 

 

                                                            
7 Private sector credit growth for the fiscal year partly reflects the transfer of the loan portfolio of a 
building society to its affiliate commercial bank in the September 2013 quarter.  Excluding this 
transaction, private sector credit would have expanded by 8.1 per cent for FY2013/14. 
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Total Local Foreign

Mar-13 Dec-13 Mar-14
Business Lending 7 692.6      2 237.9      ( 433.1)           
Agriculture & Fishing  296.5          ( 274.3)        ( 389.2)            
Mining & Quarrying ( 46.0)           49.5            ( 42.8)              
Manufacturing  307.8          1 846.9         675.4             
Construction & Land Dev. 1 000.4         186.2          ( 161.2)            
Transport, Storage & Comm.  621.5           628.1           903.5             
Tourism (1 310.1)      ( 815.5)        ( 523.7)            
Distribution 1 639.3         0.5               64.6               
Electricity, Gas & Water 3 675.8         477.0          (1 248.3)          
Entertainment  987.4           12.5             201.8             
Professional & Other Services  519.9           127.1           86.8               

Personal & Other Lending 9 887.7      5 555.7      3 473.8          
Personal 7 586.6        4 046.2        2 075.3           
Overseas Residents 2 301.2        1 509.5        1 398.5           

Net Lending/(Repayment) 17 580.3    7 793.6      3 040.7          

Commercial Bank Distribution of 

(Quarterly Flows J$MN)
 Total Loans & Advances to the Private Sector

Mar-13 Dec-13 Mar-14

Total Private Sector Credit 14 707.6 6 303.8 1 554.2

Change (%) 5.3 2.0 0.5

Loans & Advances 17 580.3 7 793.6 3 040.7

Less Overseas Residents 2 301.2 1 509.5 1 398.5

Add Corporate Securities (571.6) 19.7 (88.0)

Commercial Bank Distribution of 
Total Credit to the Private Sector

(Flows J$MN) 
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Table 2.9 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Table 2.10 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

March quarters of the last five years.  The reduction in business credit in 
the review quarter largely reflected a decline of 5.2 per cent in foreign 
currency denominated loans, the impact of which was partially offset by 
an expansion of 1.6 per cent in local currency denominated loans.  The 
sharp contraction observed in foreign currency loans and advances largely 
reflected declines in Tourism, Electricity, Gas & Water and Construction 
& Land Development (see Table 2.9).  With respect to the moderate 
increase in local currency loans and advances, this was evidenced in 
Transport, Storage & Communication as well as Construction & Land 
Development which reflected loans for Transport by Land, Water & Air as 
well as Land Development, respectively (see Table 2.10). The overall 
contraction for the March 2014 quarter constrained growth in loans and 
advances to businesses to 6.5 per cent for FY2013/14, a significant 
deceleration when compared to the expansion of 12.3 per cent for 
FY2012/13. 
 
Personal & Other Lending 
Personal & Other Lending expanded by 2.1 per cent for the review 
quarter (see Table 2.8).  Within this category, Personal loans increased 
by 1.3 per cent relative to growth of 6.0 per cent for the March 2013 
quarter and the average growth of 1.9 per cent for the March quarters of 
the last five years.  Growth in personal credit for the review quarter was 
reflected in increases of 4.9 per cent, 1.9 per cent and 2.6 per cent in term 
loans, instalment credit and credit card receivables, respectively (see 
Table 2.11).  For FY2013/14, personal lending expanded by 17.4 per cent, 
relative to the increase of 26.8 per cent for FY2012/13.   
 
Interest Rates 
The overall weighted average lending rate of commercial banks increased 
by 8 basis points (bps) to 17.57 per cent for the March 2014 quarter.  This 
increase followed a rise of 4 bps for the December 2013 quarter (see 
Table 2.12).  The uptick in the interest rates may be reflective of increased 
costs of funds in the context of relatively tight Jamaica Dollar liquidity 
conditions, which was supported by the results of the Bank’s Credit 
Conditions Survey for the December 2013 quarter (see Box: Bank of 
Jamaica’s Quarterly Credit Conditions Survey).  Higher interest rates 
for the quarter reflected increases in rates on both private and public sector 
loans.  In particular, interest rates on private sector loans increased by 8 
bps, following a rise of 2 bps for the previous quarter.   
 

Mar-13 Dec-13 Mar-14
Business Lending (29 489.0)    (23 892.0)    (38 120.0)      
Agriculture & Fishing ( 337.0)          (3 042.0)        (2 202.0)          
Mining & Quarrying ( 104.0)           2.0                3.0                 
Manufacturing (8 043.0)        7 713.0         4 482.0           
Construction & Land Dev. (2 627.0)        ( 874.0)          (9 032.0)          
Transport, Storage & Comm.  30.0             1 520.0         (2 378.0)          
Tourism (19 897.0)      (14 680.0)      (12 968.0)        
Distribution (4 542.0)        (9 933.0)        (2 800.0)          
Electricity, Gas & Water 6 993.0         1 956.0         (10 267.0)        
Entertainment 1 139.0         ( 41.0)            ( 309.0)            
Professional & Other Services (2 101.0)        (6 513.0)        (2 649.0)          

Personal & Other Lending 18 025.0     11 690.0     6 917.0          
Personal (3 064.0)        ( 801.0)          (3 153.0)          
Overseas Residents 21 089.0       12 491.0       10 070.0         

Net Lending/(Repayment) (11 464.0)    (12 202.0)    (31 203.0)      

Commercial Bank Distribution of 
Foreign Currency Loans & Advances to the Private Sector

(Quarterly Flows US$'000)

Mar-13 Dec-13 Mar-14
Business Lending 5 954.8    2 619.0      1 384.5         
Agriculture & Fishing  238.8       ( 13.1)          ( 207.8)           
Mining & Quarrying ( 41.2)         49.0            ( 43.5)             
Manufacturing  841.0        945.3           66.5               
Construction & Land Dev.  424.0       ( 110.9)         389.0             
Transport, Storage & Comm.  187.8        265.4           931.4             
Tourism ( 878.8)       14.7             122.7             
Distribution 1 308.6      714.9           21.6               
Electricity, Gas & Water 2 584.3      78.4            ( 349.0)           
Entertainment  855.0        4.5               221.7             
Professional & Other Services  435.2        670.7           231.9             

Personal & Other Lending 7 431.9    3 869.3      2 177.3         
Personal 7 482.6     3 904.1        2 166.6           
Overseas Residents ( 50.6)        ( 34.8)           10.7               

Net Lending/(Repayment) 13 386.7 6 488.3      3 561.8         

Commercial Bank Distribution of 
Local Currency Loans & Advances to the Private Sector

(Quarterly Flows J$MN)
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Table 2.11 

Mar-13 Dec-13 Mar-14

Term Loans 2 267.7 1 430.1      2 272.3
Change (%) 5.7 3.2 4.9

Credit Card Receivables 398.9            1 261.6      714.2            

Change (%) 1.7 4.9 2.6

Mortgage Loans 957.2            777.2         270.4            

Change (%) 15.2 5.2 1.7

Instalment Credit* 2 432.1  194.5        966.0            
Change (%) 5.6 0.4 1.9

of which

Other Instalment Credit 683.0            (43.2)         3 501.3         
Change (%) 6.6 (0.4) 34.2

Motor cars 828.2            417.7         478.7            
Change (%) 5.3 2.0 2.2

Commercial Bank Distribution of 
Selected Personal Loans Categories

(Quarterly Flow J$MN) 

*Other instalment credit refers to consumer credit for foreign travel and other miscellaneous 

services not directly related to the production of goods. 

 

 

Table 2.12 

 
 

 

Figure 2.8 

 
 
 

 

 

 

 

This increase reflected higher rates of 41 bps and 17 bps on personal and 
commercial loans, respectively. There were declines in the rates on all 
other loan categories.  
 

Loan Quality 
At end-March 2014, the quality of commercial banks’ private sector loan 
portfolio improved, as the ratio of non-performing loans to private sector 
loans declined to 5.2 per cent from 5.6 per cent and 6.9 per cent at end-
December 2013 and end-March 2013, respectively.8  This improvement 
primarily reflected a reduction in the ratio of non-performing business 
loans to 5.6 per cent at end-March 2014 from 6.7 per cent and 9.1 per cent 
at end-December 2013 and end-March 2013, respectively (see Figure 
2.8).  The decline in the ratio of non-performing loans was mainly 
attributable to repayment of non-performing business loans by one sector 
and, to a lesser extent, loan write-offs by commercial banks. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                            
8 Non-performing loans are loans past due for 3 months and over. 

2014
Mar Jun Sep Dec Mar

Overall 17.97 17.59 17.45 17.49 17.57
Public Sector 9.20 9.69 10.20 10.09 11.01
 Local Govt. & O.P.E 10.44 10.49 10.57 10.99 11.99
    Central Government 8.92 9.57 10.14 9.96 10.89
Private Sector 18.14 17.76 17.60 17.62 17.70
    Instalment 17.75 17.35 16.86 16.81 16.54
    Mortgage 9.82 9.75 9.93 9.88 9.84
    Personal 24.61 23.76 25.02 24.77 25.18
    Commercial 12.56 12.40 12.66 12.76 12.94

2013

Commercial Bank

Domestic Currency Average Weighted

Lending Rates by Loan Type




























































































































































