
ANNUAL REPORT

2004

Report and Statement of Accounts for the 
Year Ended 31 December 2004





Mission Statement

The mission of the Bank of Jamaica

is to formulate and implement 

monetary and regulatory policies

to safeguard the value of the domestic

 currency and to ensure the soundness

and development of the financial system

by being a strong and efficient

organisation with highly motivated

and professional employees

working for the benefit of

the people of Jamaica.  





BANK OF JAMAICA
NETHERSOLE PLACE

KINGSTON

      31 March 2005

Dr. The Hon. Omar Davies
Minister of Finance & Planning
National Heroes Circle
Kingston 4

Dear Minister:

In accordance with Section 44 (1) of the Bank of Jamaica Act, 1960, I have the honour 
of transmitting herewith the Bank’s Report for the year 2004 and a copy of the Statement of the 
Bank’s Accounts as at 31 December 2004 duly certified by the Auditors.

Yours sincerely,

Derick Latibeaudiere
Governor





PRINCIPAL
OFFICERS

GOVERNOR
Mr. Derick Latibeaudiere

DEPUTY GOVERNORS
1. Mrs. Audrey Anderson -   Financial Institutions Supervisory Division

2. Mr. Colin Bullock        -   Research  & Economic Programming Division
     Banking & Market Operations Division

3. Mr. Rudolph Muir - General Counsel & Bank Secretary,
     Corporate Secretary’s Division

GENERAL MANAGER
Mr. Kenloy Peart

DIVISION CHIEFS
1. Mrs. Myrtle Halsall      -   Research  & Economic Programming Division

2. Mrs. Gayon Hosin    -   Financial Institutions Supervisory Division

3. Mr. Herbert Hylton - Finance & Technology

4. Mrs. Faith Stewart -   Financial Services Sub-Division
     Banking & Market Operations Division

SENIOR DIRECTORS
1. Mr. Randolph Dandy -   Senior Legal Counsel
     Legal Department

2.       Mrs. Natalie Haynes - Senior Director
     Financial Markets Sub-Division
     Banking & Market Operations Division

3. Mrs. Evadnie Sterling   -   Chief Internal Auditor
     Internal Audit Department





BOARD OF DIRECTORS

THE HON. DERICK LATIBEAUDIERE, O.J.
Governor & Chairman

COLIN BULLOCK

CHRISTOPHER BICKNELL

THE HON. CARLTON DAVIS, O.J., C.D.

KENNETH HALL

ROSALEA HAMILTON

JEFFREY PYNE

THE HON. SHIRLEY TYNDALL, O.J., C.D.





CONTENTS

           1.  Overview          1
                                                                                  

2.  The Financial System           5
2.1.       Monetary Policy Management       6
2.2.       Monetary Survey         9  

  
2.3.       Commercial Banks        12  

          
            2.4.      Other Financial Intermediaries      23   
           2.4.1.             Financial Institutions Act Licensees     23
           2.4.2.             Building Societies       26 
          2.5.       Development Banks         29   
           2.5.1.                           Development Bank of Jamaica      29    
           2.5.2.                         National Export Import Bank of Jamaica    31   
   

3  Financial Market Operations        34

4  Supervision of Deposit-Taking Financial Institutions     40

5   The Stock Market         60

6  External Sector Developments        65   
            6.1.                  International Economic Developments      65   
           6.2.                  Balance of Payments       73
            6.3.                  Foreign Exchange Management      83  

6.3.1.                     Bank of Jamaica International Reserves     83
6.3.2.                  Reserve Management        86                

                                                                           
6.3.3.                  The Foreign Exchange Market         89        
6.3.4.                  Cambio licencing and Monitoring                               91
6.3.5.                  Remittance Licencing and Monitoring                         92
                                                     
7.                   Production and Prices        94
7.1.                  Production         94    

  
            7.2.                  Prices         99   

8.             Banking and Currency Operations    107
8.1.                 Banking Services      107   
8.2.                      Payment System Developments    107
8.3.                      Currency Operations      109

            9.                     Financial Legislation      112 

10.               Administration      117  
  

            11.             Compensation of Executive Management   119   

12.             Calendar of Monetary Policy Developments   120
  
       
                                    Final Accounts for the Year Ended 31 December 2004



1

The generally stable macroeconomic 
environment that prevailed during 2004 
allowed the Bank of Jamaica to relax its 

monetary policy stance while maintaining its focus 

effected through a series of reductions in the Bank’s 

2004 followed a period of economic challenges faced 
by the Bank during 2003 that had required a resolute 

the accumulation of foreign reserves and the expansion 

the Government’s stated commitment to attaining the 

Monetary Fund agreed to enter into a non-borrowing 

were set as the macroeconomic indicators that would 

consistent with the Government’s economic objectives 

programme incorporating quarterly benchmarks for 
monetary expansion and the quantum of credit that 
would be consistent with the main target of monetary 

downwards in line with the policy objective despite a 

facilitated stability in the foreign exchange market and 

the interest rates on its open-market instruments on nine 

 Overview1.
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further heightened by the Government’s net redemption 

Monetary policy management in the latter half of the year 

of rising oil prices and reduced supplies of agricultural 

compounded the seasonal increase in liquidity in the 

magnitude and frequency of interest rate reductions 
to protect the stability gained in the foreign exchange 

to manage liquidity through open market operations at 

export agriculture grew
manufacturing

electricity and water

Export agriculture and
electricity and water are estimated to have declined 

growth in manufacturing

the Jamaican economy is estimated to have grown by 

Distributive trade and miscellaneous services were 

activity in the distribution of food and relief supplies 

distributive trade. 

fourth largest contributor to economic expansion in 

in the value added in miscellaneous services. Tourism 

infrastructure and visitor expenditure is estimated to 

The improved performance of Jamaica’s economy 

recorded for the industrialized and developing countries 

weather conditions on the major foreign exchange 

Overview
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assets consistent with its strict policy guidelines of 
investing exclusively in high quality investment-grade 

Macroeconomic stability in the year shaped investor 

rates on money market instruments as well as the 
extended period of exchange rate stability would have 

With regard to the Bank’s supervision of deposit-

continued to be upgraded and reshaped to adapt to 
the increased complexities in banking operations and 

full compliance with the Basel Core Principles for 

site examination revealed a general improvement in the 

continued to be dominated by investments accounting 

steadily improve well within the prudential tolerance 

The Bank continued to play a vital role in the 

Laundering and Combating the Financing of Terrorism 

The Bank became involved in a newly formed national 
Financial Crimes Legislative Task Force whose work 
has resulted in legislative amendments being passed by 

were sensitized to the money laundering legislation and 
CFT techniques through the issuance of revised Bank of 

Bank continued to invest in specialized training and 

Overview
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provided training in areas such as international best 

formulate appropriate monetary and regulatory polices 

Overview



 2.  The Financial System

2.1. Monetary Policy Management 
2.1.1. Introduction

Monetary policy during 2004 was 

conducted in the context of a favourable 

macroeconomic environment and 

2.1.2. Developments and Challenges

The conduct of monetary policy in 2004 supported the 

attributable to direct purchases of foreign exchange 

exchange and domestic money markets permitted the 

The latter half of 2004 presented greater challenges for 

the conduct of monetary policy due to several shocks 

which coincided with the Government not re-issuing 

of foreign exchange by the Bank to stabilize market 

rise in global oil prices threatened the attainment of 

disruption in economic activity due to hurricanes in 

impact primarily from the shortfall in agricultural 

within the indicative programme target for 2004 (see

Table 1a

see Table 1b
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2.1.3. January to June 

the impact of the seasonal redemption of currency from 

improving macroeconomic conditions facilitated stability in 

favourable conditions allowed the Bank to aggressively ease 

and June there were nine interest rate reductions across the 

end June the interest rate offered on the 30-day instrument 

see

Table 2

high premium offered on longer tenors (see Chart 1

2.1.4 July to December 

in net currency issues attributable to post-hurricane related 

acted more cautiously in loosening monetary policy in the 

see Table 2

due to timely recovery of key sectors in the aftermath of 

The Financial System
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BANK OF JAMAICA-ECONOMIC PROGRAMME TARGETS

STOCKS J$M

December 2004
TARGET OUT-TURN DEVIATION           

FROM TARGET
Net International Reserves (US$)

NET INT’L RESERVES  (J$)

NET DOMESTIC ASSETS

MONETARY BASE

The Financial System

Table 1a
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        Table 1b

BANK OF JAMAICA- SUMMARY
FLOWS J$M
2003 2004 2004

Total Jan- Mar Apr- Jun Jul- Sept Oct-Dec Total

Net International Reserves (US$) -432.0 403.7 35.4 12.4 242.0 693.5

NET INT’L RESERVES  (J$) -22810.7 24584.1 2158.3 770.0 15004.0 42516.4

42029.8
-Liabilities 486.6

NET DOMESTIC ASSETS 27579.2 -28924.0 -1731.7 1007.9 -8339.3 -37987.1

Net Claims on Public Sector 27783.5 -2364.2 12999.0 7999.4 -5815.1 12819.1

6799.8 -7176.2 4835.5 3134.2 -5284.6 -4491.1
18501.6 -172.1 -843.8 8128.7 -1.0 7111.8
6354.4 4984.1 9007.3 -3263.5 -529.5 10198.4

Net Credit to Banks -8145.5 -308.7 526.7 -1585.1 -365.8 -1732.9

Open Market Operations* 8012.0 -26312.3 -14940.4 -4407.2 -3062.8 -48722.7

Other -70.8 61.2 -316.9 -999.3 904.4 -350.6

MONETARY BASE 4768.5 -4339.9 426.5 1777.9 6664.7 4529.2

5072.0 -4495.9 -333.2 1618.4 6182.2 2971.5
89.0 168.5 839.5 105.8 274.3 1388.1

-392.4 -12.5 -79.8 53.7 208.2 169.6

Memo:

          * Includes only principal payments.

          Table 2
BOJ REVERSE REPURCHASE RATES (%)

DECEMBER 2003 – DECEMBER 2004
31 9 21 26 16 27 10 2 19 5 3 28

Dec. 03 Jan. Jan. Jan. Feb. Feb. Mar. Apr. Apr. May Sept. Dec.

30 Days
60 Days

90 Days

120 Days

180 Days

270 Days

365 Days

The Financial System
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2.2. Monetary Survey

1

in 2003 (see Table 3

by faster rates of growth in local currency deposits and 

currency in circulation and a slower rate of increase in 

rates of return consistent with an easing of monetary 

2

the economy would have contributed to the outturn 

debit cards issued by commercial banks would have 

contributed to the slowdown in real growth in currency 

see Table 3

component of savings deposits grew at a slower rate of 

and foreign currency deposits with foreign currency 

deposits growing at a relatively faster rate in the context 

1 . Money supply M2* represents banking system domestic and foreign currency liabilities to the private sector in the form of notes and coin 
as well as demand, time and saving deposits.
2 . M1* is comprised of notes and coin and demand deposits.

The Financial System
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Table 3

banks repurchase agreements with the private sector 

expansion in banking system credit to the private 

purchase of foreign loan proceeds from the Government 

coupled with direct purchases of foreign exchange from 

the market (see Base Money Management

and foreign currency credit and was attributable to an 

increased use of foreign funding and retained earnings 

following the surge in lending during the previous two 

The liquidity impact from these sources was partially 

Currency with the public

Quasi Money

Bank of Jamaica
Commercial Bank

Local Currency
Foreign Currency

2003
(J$M)

2004
(J$M)

2003
%

2004
%

SOURCES OF MONEY SUPPLY

COMPONENTS OF MONEY SUPPLY

MONEY SUPPLY , M2*
(DOMESTIC AND FOREIGN CURRENCY)

(J$M)

The Financial System
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Chart 2

operations absorbed liquidity at progressively lower 

While local currency deposits grew at a faster rate than 

both local and foreign currency deposits increased at 

a faster rate relative to that which obtained during the 

currency deposits exceeded that of local currency 

cent and coincided with increased foreign exchange 

stable foreign exchange market conditions (see Chart 2

dollar hedge in their asset portfolios subsequent to the 

in tandem with relatively slower growth in local 

currency deposits as investors shifted their resources 

into alternate domestic assets that offered relatively 

the Bank maintained a conservative monetary policy 

was evident in a notable slowdown in the accumulation 

of foreign currency deposits and a build up in local 

The Financial System



12

Bank of Jamaica

growth in local currency deposits exceeded that of 

This outturn augurs well for the achievement of the 

expansion in banking system credit to the private sector 

will be the major source of this increase in money 

2.3. Commercial Banks 

The assets of the commercial banking sector continued 

following the surge in lending activity during the 

was a substitution by one bank of costly repurchase 
agreements contracted in 2003 with funds borrowed 

1.1.1 Assets and Liabilities 

The commercial banking sector’s asset base increased 

Loans & Advances
source of growth in commercial bank assets (see Table 
4
expansion in Loans & Advances

slower rate of growth in loans and advances during the 

holdings of Investments3 continued to dominate 

(see Chart 3

see Table 4
This increase was a major contributor to the growth 

domestic currency securities resulted in a continued 
decrease in the ratio of domestic currency investments 

3 Investment represents securities (domestic and foreign) held by the commercial banks and exclude securities bought for resale.

The Financial System
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      Table 4

ASSETS
Cash and Bank Balances

  -Foreign Currency

Foreign

LIABILITIES & CAPITAL

      Foreign

Foreign Liabilities

Stock
2004

Flows
2002

Flows
2003

Flows
2004

%
2002

%
2003

%
2004

COMMERCIAL BANK
SUMMARY OF ASSETS AND LIABILITIES

(J$M)

Data account for provisioning

designated as liquid” to BOJ securities     

The Financial System

Table 4
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Chart 3: The Composition of Commercial Banks’ Assets
at 31 December 2003 and 31 December 2004

mainly through a faster rate of growth in total bank 

see

Table 4

2004 was in contrast to the decline recorded in 2003 

relatively stable foreign exchange market conditions 

resulted in a slower rate of growth in foreign currency 

the faster rate of expansion recorded in 2004 relative 

up in deposits held by the Government and the private 

With regard to the currency composition of private 

see Chart 4

peak in the ratio would have been attributed to increased 

foreign exchange earnings by the Tourism and Bauxite 

The Financial System
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2003 2004 2002 2003 2002 2002 2003 2004

/1 Deposits adjusted for Net Items in the Process of Collection      

COMMERCIAL BANKS
TOTAL DEPOSITS (J$M)         

    

2003 2004 2002 2003 2004 2002 2003 2004
Private

      /1 Deposits adjusted for Net Items in the Process of Collection     

COMMERCIAL BANKS
LOCAL AND FOREIGN CURRENCY DEPOSITS /1

(PRIVATE SECTOR) (J$M)

Table 5

Table 6

The Financial System
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Chart 4: Foreign Currency Deposits to Total Deposits
    December 2002 to 2004

The operations of the commercial banking sector were 

overseas banks 2004 was concentrated in one major bank 

and provided that institution with an alternate source 

2.3.2. Liquidity

The statutory cash reserve and liquid asset requirements 

and domestic currency cash reserves (see Table 7

against the background of the reduced demand for credit 

during 2004 and was evidence of the improvement in 

cash reserves was as a result of strong growth in the 

2.3.3. Interest Rates and Spreads

offered on the Bank of Jamaica’s open market 

average weighted rates offered on commercial bank 

deposits and loans (see Table 8

were able to attract deposits at a lower cost due to 

currency deposits to the institutions remained virtually 

The Financial System
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2002 2003  2004   

     

     

     

    * Net of securities pledged as collateral        

an increase in the cost of foreign currency loans during 

have been attributed to the stability maintained in the 

contributing factor to the increased demand for loans 

foreign currency average weighted loan rate increased 

six months of 2004 (see Table 8

The Financial System

Table 7
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see

Table 9

larger reduction in the overall average weighted loan 

rate vis-à-vis the overall average weighted deposit rate 

loans extended to other public sector entities and Central 

2.3.4. Loans and Advances

The stock of commercial bank loans and advances 

2002 2003  2004   

      

      

      

      

INTEREST RATES
IN DOMESTIC MARKETS

Table 8

The Financial System
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cent in 2003 (see Table 10

in the growth in loans and advances was in a context 

outstanding to the private sector continued to dominate 

Table 9

2002 2003                 2004   

      

      

      

      

COMMERCIAL BANK INTEREST RATE SPREADS
(BY SECTOR)

The Financial System
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Personal Loans

and Tourism

by Transport, 

Storage & Communication Distribution and Mining

& Quarrying sectors (see Table 10

Transport Storage & Communication Tourism and 

Personal loans continued to dominate the share of 

see Chart 5

decline in the cost of funds during 2004 and given the 

the slower rate of expansion in Personal Loans relative

Tourism

refurbishing activities between the banks and several 

Consequent on the deceleration in the growth in loans 

ratios compare very favourably with the international 

Stocks Stocks Flows Flows Flows % % %
2003 2004 2002 2003 2004 2002 2003 2004

    Construction & Land

COMMERCIAL BANKS
TOTAL LOANS AND ADVANCES

(J$M)

Table 10

The Financial System
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Chart 5: Distribution of Private Sector Loans and Advances
at 31 December 2003 and 31 December 2004

slower rate of growth in foreign currency loans for 2004 

(see Table 11

extended to the public sector and the private sector was 

there was an increase in the demand for these loans in 

was in a context of stable foreign exchange market 

that had to be undertaken by the public sector and the 

contributed to the increased demand for foreign currency 

The expansion in foreign currency loans to the 

of Tourism  Professional & Other Services

Distribution, Manufacturing and Transport, Storage 

& Communication

the Tourism, Manufacturing and Distribution sectors

facilitate repairs to infrastructure in the aftermath of 

The Financial System
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2003 2004  2002 2003 2004  2002 2003 2004
         

         

COMMERCIAL  BANKS
FOREIGN CURRENCY LOANS AND ADVANCES

(US$’000)

Professional 

& Other Services 

rate of growth in foreign currency loans to Tourism and

Transport, Storage & Communication

deceleration in the growth in loans to the Transport, 

Storage & Communication sector was tempered by a 

loans to total foreign currency loans outstanding 

The ratio of commercial banks’ advances to deposits 

see Chart 6

Table 11

The Financial System
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Chart 6: Commercial Bank Advance to Deposits Ratio
    March 2001 to December 2004 

2.4. Other Financial Intermediaries
2.4.1. Financial Institutions Act Licensees 

(FIAs)

There was notable growth in the asset base of the 

holdings of Investments

Borrowings from Other Financial 

Institutions

realignment of the institutions’ operations with their 

2.4.1.1.      Assets & Liabilities

the period was largely underpinned by an expansion of 

Investment and Loans

& Advances Investments

in Loans and Advances over the review period was 

The Financial System
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of an increase in foreign currency liabilities resulting 

from the relative instability within the foreign exchange 

holdings of Securities Purchased with a View for Resale 

Securities Purchased with a View for Resale during the 

for the institutions to effect a separation of managed 

Growth in the asset base was concentrated in the 

in which domestic currency assets dominated the 

Cash and Bank Balances with Commercial Banks

Liabilities

Provisional Data    

ASSETS AND LIABILITIES OF FIAS
2003 AND 2004

(J$M)

Table 12

The Financial System
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currency assets was dominated by holdings of Jamaica 

the review period occurred in the context of relative 

There was notable growth in Borrowings from Other 

Financial Institutions

that of domestic currency liabilities during the review 

The increase in foreign currency liabilities was largely 

Other Reserves of

2.4.1.2. Sectoral Distribution of Loans

The stock of loans and advances continued to expand 

expansion was primarily concentrated in growth of 

2003 Share of Annual Change 2004 Share of Annual Change
Stock Total (%) in Stock Stock Total (%) in Stock

     

SECTORAL DISTRIBUTION OF LOANS AND ADVANCES OF
INSTITUTIONS LICENCED UNDER THE FINANCIAL INSTITUTIONS ACT

AT DECEMBER 2003 AND  2004
(J$M)

Table 13

The Financial System
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Chart 7: Distribution of Private Sector Loans and Advances

Construction & Land Development was the main 

was closely followed by expansion in Distribution and 

Transport, Storage & Communication

Professional & Other Services

Professional & 

Other Services and a decline in sectoral share during 

Construction & Land Development

increased its share of outstanding credit to 21 per cent 

Distribution also increased its share of outstanding 

recorded a decline in their share of private sector credit 

(see Chart 7

2.4.2. Building Societies

in Loans & Advances extended by the institutions and 

their holdings of Investments.

Loans & Advances

observed in 2003 and occurred in the context of lower 

increase in Investments,

securities. Other Local 

Securities

The Financial System



Annual Report 2004

Financing for the growth in the building societies’ assets 

STOCK STOCK FLOW FLOW Per Cent Per Cent
December December Annual Change Annual Change Change Change

2003 2004 2003 2004 2003 2004
  

  

ASSETS AND LIABILITIES OF BUILDING SOCIETIES
(J$M)

The Financial System

Table 14
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2003 2004 Flow % Change

TOTAL 6 043.5 7 313.4 1 269.9 21.0
  

TOTAL 3 121 3 173 52 1.7
  

 BUILDING SOCIETIES’ NEW MORTGAGE LOANS
  2003 AND 2004

2.4.2.1.    New Mortgage Loans

extended in 2003. This increase was particularly 

Residential loans

Agricultural & 

Other

Residential mortgages continued 

increase in the value of new mortgage loans during 

Commercial mortgages increased 

Agricultural

The Financial System

Table 15
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& Other mortgages recorded net repayments during 

The weighted average mortgage loan rate of building 

continued decline in the mortgage rates coupled with an 

marketing campaigns utilizing various promotional and 
market segmentation strategies to increase mortgage 

2.5. Development Banks
2.5.1. Development Bank of Jamaica
   

at generating foreign exchange or promoting import 

programmes

ASSETS 2003 2004 Change  %Change 

TOTAL 25365.6 24362.7 -1002.9 -4.0
    

LIABILITIES AND SHAREHOLDERS’ EQUITY   

TOTAL 25365.6 24362.7 -1002.9 -4.0

DEVELOPMENT BANK OF JAMAICA
ASSETS AND LIABILITIES (J$M)

Table 16

The Financial System
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see Table 16)

Loan approvals and disbursements for 2004 are 

presented in Table 17 and Table 18

Table 17
LOAN APPROVALS TO AFIS AND PC BANKS BY SECTOR

JANUARY -DECEMBER 2004
Local

 Currency 
Foreign

 Currency
J$MN % US$MN %

Sector
0 0
0 0

Manufacturing 0 0
Mining & Quarrying 0 0

0 0
Tourism 0 0
Total

Table 18

Local
Currency 

Foreign 
Currency

J$MN % US$MN %
Sector

Manufacturing
Mining & Quarrying 

Tourism

Total

The Financial System
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2.5.2. National Export-Import Bank of 
Jamaica Limited

2.5.2.1. Introduction

challenges arising from competition brought on by 

globalization and the imminent removal of special and 

The institution’s operations were guided by the 

requires greater collaboration and deeper involvement 

million earmarked as a medium term loan facility for 

for capital acquisition for factory upgrading and 

the target at year-end because of a trade impasse that 

developed between one of the major exporters and the 

the impasse by liaising with its Cuban counterparts and 

relevant Government Ministries in order to facilitate the 

2.5.2.2.  Loan Disbursements

Total foreign and local currency loan disbursement 

sector and the dislocation of productive activities after 

continued to experience increased customer demand 

for medium-term facilities which exceeded budgeted 

curtailment until additional funds to facilitate lending 

2.5.2.3. Local Currency Disbursements

Table 19, total local currency 

reduction was due in part to lower demand for the Ex-

which the medium term loan portfolio experienced in 

The Financial System
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Table 19
LOCAL CURRENCY DISBURSEMENTS 

(J$MN)

2003 2004 Change %
Change

Facilities

Bankers Export Credit Facility 

Export Credit Facility

Modernization Fund for Exporters

- -

Total 2,018.1 1,831.7 -186.3 -9.2

2.5.2.4. Approved Local Currency Loans by 
Industry

Table 20

accessing approximately 61 per cent of total loan 

reductions represent loss of market share in the very 

competitive environment of the food and beverages 

The Financial System
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2.5.2.5.  Foreign Currency Disbursements

see

Table 21

effect of reduced utilization under the Cuban Line of 

as well as to companies with linkages to the Bauxite and 

Table 20

APPROVED LOANS BY INDUSTRY

2003 2004

Industries J$M Share (%) J$M Share 
(%)

Food & Beverage

Mining - -

Total 2,018.0 100.00 1831.7 100.0

Table 21

FOREIGN CURRENCY DISBURSEMENTS

2003 2004

Facilities US$M US$M Change
US$M

%
Change

Lines of Credit

Bankers Export Credit Facility

Total 13.0 9.5 -3.5 -26.9

The Financial System
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3.1.1.  Bank of Jamaica Operations

creating the macroeconomic environment 

which would facilitate the lowering of 

4

The Bank’s liquidity management resulted in a net 

see Table 22

a shift in the composition of investors’ portfolio as was 

While stability persisted during the second half of the 

which was followed by the seasonal currency demand 

 Q1  Q2  Q3  Q4 Total

  

 Data include principal and interest payments   

BANK OF JAMAICA OPEN MARKET OPERATIONS 2004 (J$MN)

Table 22

3.      Financial Market Operations

4 The reduction arose from the merger of two institutions and the temporary disruption in trading with the other institution given the delayed 
completion of administrative arrangements as stipulated by the regulatory authority.  



Annual Report 2004

3.1.2. Government Activities

see
Table 23

Domestic Public Issues

of short-term to medium-term instruments (tenors up 

in

  Tenor

<=1 year 1-5 years >5 years Total <=1 year 1-5 years >5 years Total
      

Treasury Bill 2 - - 2 4 - - 4
Eurobond - - - 0 - 2 - 2

      

Eurobond   0 - - 1 1
     

Eurobond - - - 0 - - 1 1
       

Eurobond - 1 - 1 - - 1 1
        

Total 16 23 2 41 19 23 7 49

COMPARATIVE PROFILE OF GOJ PUBLIC OFFERS - 2003/2004
Quarter  2003        2004   

      Number of Offers  
        

Financial Market Operations

Table 23
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The issuance of two instruments with a tenor above 

offered in the domestic market for the remainder of the 

The Government reduced the exposure of the domestic 

debt portfolio to exchange rate risk through the non-

frequently issued tenor and was offered at the end of 

on this tenor represents the benchmark for re-pricing 

Foreign Debt Issues

June 2002

denominated bonds were issued at successively longer 

the eight-year bond (see Table 24

and revised the country’s long-term sovereign outlook 

with improvements in the country’s macroeconomic 

Quarter  Tenor (years) Amount (MN) Coupon (%) Yield to Maturity
  at Time of Issue(%)

*GOJ 2017 was re-opened on 17 April 2004. Consequently, the nominal value of bonds outstanding on this instrument is 
US$425MN   

GOJ EUROBONDS

Table 24

5US$50 million was raised on the regional capital market in 2003 
Financial Market Operations
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the long-term sovereign credit rating on Jamaica from 

6

review period culminated with the issue of a 10-year

on the 8-year tenor in July (see Table 24

3.1.3. Interest Rates

conditions facilitated a steady decline in domestic 

impact of increases in world oil prices and the passage of 

opportunities for the Bank to reduce interest rates 

yield curve (see Chart 8

reductions were effected on the rates applicable to the 

instruments were reduced by 5.00 and 5.05 percentage 

21.0 per cent and 23.0 per cent 

0.95 of a percentage point and 1.55 percentage points 

rates of 15.05 per cent and 16.40

(see Table 25

Chart 8 
   BOJ’s Yield Curve (End-Period)

6 These bonds were initially issued in June 2002
Financial Market Operations
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instability that emerged in the foreign exchange market 

magnitude and the frequency of interest rate adjustments 

concerns were based on the continued increase in world 

surge in prices of agricultural products in the aftermath 

evidenced by the reduction of 0 75 of a percentage point 

and 0 90 of a percentage point in rates on the 180-day

year at 14.30 per cent and 15.30

The rate on the 30-day was 13.80 per cent at year-end or 

0.40

declining trend as the weighted average yield on the 

15.57 per cent 

22.05

2003 (see Table 26

lower with interest rates remaining within a narrow 

band around the Bank of Jamaica’s 180-day rate (see

Chart 9

22.125

per cent relative to 25.0

 offered on these instruments 

End Month 30-day 180-day 365-day

RATES ON OMO INSTRUMENTS (%)
(End December 2003 - December 2004)

Table 25 

Financial Market Operations
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Six-Month Treasury Bill Average Yield (%)
 2004 (End of Period)

debenture was 16.50

marginally to 17.22 per cent at year-end relative to 

17.26

Table 26

Chart 9

Financial Market Operations
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4.  Supervision Of Deposit -Taking
     Financial Institutions

4.1.     Introduction 

B
Commercial banks licensed under the Banking 

Merchant Banks licensed under the Financial 

to establish a formal supervisory framework for these 

entities have been drafted after extensive discussions 

management companies and mutual funds (see Section 

4.10. Supervisory Cooperation and Interaction

4.2.       Supervisory Methodology

The supervisory methodology that has been traditionally 

applied combines annual on-site examinations with 

and timely review of developments in the

management oversight and the overall risk management 

framework within which the institution operates as it 

licensee as required by statute or more frequently if 

examination focus is on evaluating the quality and 

estimated real value of assets as well as the robustness 

This is effected through physical inspection of the 

entities’ records and documents and interviews with 

returns which licensees are required to submit to the 

The off-site review involves analysis of the prudential 
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subjected to scenario and stress tests to allow for forward 

looking assessments and facilitate proactive supervisory 

The off-site surveillance and on-site examination processes 

as reviewing compliance with legal requirements and 

formal guidance through the dissemination of Best Practice 

of disclosure through the Bank’s publication of quarterly 

un-audited balance sheet data for each licensee as well as 

The Bank’s supervisory methodologies are constantly being 

upgraded and reshaped to adapt to changes in international 

as to respond to changes in the risk appetite of supervised 

entities as they seek to compete in the domestic and 

years expanded the scope of its on-site review of licensees’ 

remain in keeping with heightened international obligations 

and other international standards promulgated by the 

Feedback from all the Central Bank’s reviews and 

assessments is communicated to licensees’ management by 

of concern and requiring remedial actions as deemed 

legislation and in accordance with its supervisory  “Ladder 

Supervision of Deposit-Taking Financial Institutions
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 4.3.       Legislative Framework
The  major  pieces of legislation and supporting 
regulations governing the operations of the 
licensed deposit taking institutions are shown
in Table 27.

Licensees also have statutory responsibilities that may 

see Financial Legislation

Taking System

George and Branday Limited
and First Global Bank
consolidated the operations of both deposit-

Table 27
Type of Legislation Title of Statute

Principal Legislation

              2004

Supervision of Deposit-Taking Financial Institutions



43

Annual Report 2004

Pan Caribbean Merchant Bank Limited

and Manufacturers Sigma Merchant Bank 

Limited,

into Pan Caribbean Merchant Bank Limited 

as at 1 June 2004 as part of a wider merger 

involving their respective parent companies 

see Table 28 .

Table 28

Supervised Entities 2000 2001 2002 2003 2004

Commercial Banks 6 6 6 6 6
11 11 10

4 4 4 4

Total 22 21 20 17 15

Table 29

Sub-sector Institution Name Related Deposit-taking Institution

Commercial 
Banks

T Scotia Jamaica Building Society

Citimerchant Bank Limited

Limited
FirstCaribbean International Building 
Society

First Global Bank Limited

FIA Licensees Capital & Credit Merchant Bank Limited

Citimerchant Bank Limited Citibank N. A.

MF&G Trust and Finance Limited

Pan Caribbean Merchant Bank Limited
Building 
Societies

FirstCaribbean International Bank 
(Jamaica) Limited

The Bank of Nova Scotia Jamaica Limited

Supervision of Deposit-Taking Financial Institutions
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4.5. System Performance Review 
4.5.1. Overview

carry such valuation differences as a reserve pending the 

increased equity with permanent capital growing faster 

4.5.2. Asset Review 

over 60 per cent of the growth in assets and controlling 

end of 2004 (see Table 30

which facilitated expansion of the loan portfolio and 

Supervision of Deposit-Taking Financial Institutions
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players  (see Table 28

Building societies also strengthened their market 

4.5.3. Liquidity 

some widening of eligible liquid assets as a result of 

rationalization of the liquid assets treatment for all 

apart from Treasury Bills and other instruments 

with residual maturities of nine months or less were 

eligible for inclusion in the statutory liquid assets 

debt instruments issued by the Government of Jamaica 

debt securities or instruments issued by the Government 

of Jamaica (denominated in both domestic and foreign 

The institutions continued to maintain comfortable 
margins of liquidity over and above the statutory 

currency liquid assets held by licensees to domestic 

Table 30 - Market Share of Deposit-Taking Financial Sub-sectors (Assets*)

December 2002 December 2003 December 2004
J$BN Per cent J$BN Per cent J$BN Per cent

Commercial Banks              

Total 340.2 100.0 419.1 100.0 471.8 100.0

Assets net of contingent liabilities and provisions for losses

Supervision of Deposit-Taking Financial Institutions
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of the liquid assets measure and is in the process of 

from either untimely adjustments to monthly Cash 

pursuant to the relevant statutes were imposed at the 

domestic currency shortfalls and 20 per cent per annum 

4.5.4.       Asset quality

The deposit taking system continued to register steady income arising from lower interest rates as well as 

Chart 10 – Trends in Non-Performing Loans

Supervision of Deposit-Taking Financial Institutions
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billion from investments while non-interest income 

billion were the major source of non-interest income 

4.5.6.      Capital Adequacy

reserves accounted for growth in shareholders’ equity 

which represent permanent realized capital sources grew 

reduction in capital impairments which were in evidence 

the ratio of primary capital to total assets increased 

and took remedial action at the request of the regulatory 

Licensees operated within the statutory deposit and 

4.6.       Credit Unions

Cooperative Credit Union League (hereafter the 

concerns raised by the League subsequent to its earlier 

extent centered on the League’s appropriate role as 
well as issues relative to proposed minimum capital 
requirements and unsecured credit limits under the 

determination on the applicable supervisory structures 

4.6.1. Supervisory Developments

anticipation of the adoption of full supervisory 

Supervision of Deposit-Taking Financial Institutions
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responsibility for credit unions and the licensing 

which saw a high level of participation by industry 

The programme of prudential reporting introduced 
in 2003 continued with credit unions submitting the 
preliminary monthly balance sheet and quarterly 
earnings and expenditure returns directly to the Bank to 

prudential returns for credit unions will be introduced 

rest of the deposit-taking system in terms of regulatory 

unions (Mount Friendship Cooperative Credit Union 

union (Government Workers Cooperative Credit Union 

4.6.2. Credit Union Performance Highlights

sub-sector was further underscored by an increase in 

2003 (see Table 31

Loans continued to represent the major component of 

increase in loans was funded primarily by an expansion 

Year
End

No. of
Credit 
Unions

Membership Total 
Savings

J$m

Total Loans
J$m

Loans:
Savings

Total Assets
J$m

60

2004
*Source of data: Jamaica Co-operative Credit Union League (JCCUL).

Figures do not include data for one credit union that is not a member of JCCUL with assets of $28 MN at end 2004.

Table 31 Selected Credit Union Data 2000-2004

Supervision of Deposit-Taking Financial Institutions
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4.7. Current Issues In Bank Supervision
4.7.1. Basle Core Principles

functions continued to focus on achieving the 

standard on which the effectiveness of bank 

other international standards governing banking 
and related issues; and 

tools remain dynamic and relevant to the local 
banking environment.

the Basel Core Principles and completed an action plan 
that will ensure that the necessary recommendations 
for legislative amendments and enhancements to the 

4.7.2. Basel II

the computation of capital adequacy for internationally 

spearheading a Caribbean Technical Working Group 

commenced the development of a plan for eventual 

areas of national discretion and the methodologies for 

4.7.3. Capital Adequacy Framework 

risk-based capital standards and a minimum asset based 

Supervision of Deposit-Taking Financial Institutions
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The Bank has assessed the prudential risk-based capital 

that all institutions are currently compliant with the 

return to the Bank of Jamaica was introduced in 

4.7.4. Consolidated Supervision

issues have arisen as a result of banks operating within 

resultant vulnerabilities to contagion risks arising from 
the operations of other group companies and the creation 
of complex structures that may obfuscate supervisory 

amended in 2002 to enable the Bank of Jamaica to more 

identify and evaluate all the risks to which those entities 
may be exposed and to require corrective actions when 

full implementation of the provisions of the 2002 
amendments with the aim of having consolidated 

in examining the supervisory issues of both domestic 

has determined that the governing laws will require 

objectives of consolidated supervision (including full 
access to and control over the holding companies of 

also need to be supported by enforceable technical 

for consolidated supervision with a view to presenting 

has undertaken a regional approach to consolidated 
supervision to ensure that there is harmonization of legal 
frameworks and supervisory methodologies (see section 

Work Group was formed during 2003 to examine the 
issues and to make the necessary recommendations as 

harmonized legislative requirements across the region 
to facilitate consistency in supervisory approaches and 

principles to be incorporated in such legislation were 

Supervision of Deposit-Taking Financial Institutions
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4.7.5. Corporate Governance 

There has been increasing local and international 
attention to the issue of corporate governance with 

standards and guidelines to enhance the framework for 

full recognition is given to the fact that supervisory 
objectives can only be achieved if accompanied by a 
sound corporate governance framework in deposit-

expectations of the Board and Management in various 

emphasizes the necessity of the four important 

Board and senior management oversight;

give the Bank of Jamaica responsibility for assessing 

for carrying out the corporate governance function in 

Bank makes recommendations to the Minister of Finance 
who has the ultimate responsibility for determining the 

Guidelines is not only to disclose the criteria applied by 

entities’ own assessment of individuals in determining 

4.8. Anti-Money Laundering/Combating the 
Financing of Terrorism (Aml/Cft)

compliance with international obligations under the 

on anti-money laundering and the combating of the 

This was carried out primarily through the Bank’s 
active involvement in the Financial Crimes Legislative 

Supervision of Deposit-Taking Financial Institutions
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to review the existing legislative framework and make 

which made recommendations for key reforms to 
increase the effectiveness of Jamaica’s anti-money 

2004 (see Section 4.9:  Legislative Amendments

The Task Force also proposed several critical 

The Bank also participated in the development of 
the Terrorism Prevention Bill which is currently 

see Section 4.9: 
Legislative Amendments

2004
Guidance Notes for the Prevention and Detection of 
Money Laundering and Terrorist Financing Activities’

comprehensively reviewed to enhance the scope of the 

CFT requirements and fully apprise them of the Bank’s 
expectations with regard to an operationally effective 

4.9. Legislative Amendments

is a necessary and fundamental step in achieving the 
supervisory policy and developmental objectives noted 

of initiatives for reform of legislation and related 

of legislation with a view to making recommendations 

with the Basel Core Principles for Effective 

The amalgamation of the various pieces 
of legislation governing banking and other 

and

Company legislation under the proposed 
omnibus statute (see Section 4.7.5:  
Consolidated Supervision

Supervision of Deposit-Taking Financial Institutions
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 Money Laundering Act and 
Regulations

recognition to new international standards in this area 

improve on existing investigatory powers of the 
authorities and further create an avenue for the future 

The Terrorism Prevention Bill was before Parliament 

.  This Bill will serve to 

reportage of suspicious transactions relating to possible 

The Financial Investigations Division Bill which

statutorily responsible for the investigation of serious 

 Bank of Jamaica Act approved by 

amendments also legislate the necessary safeguards 

to the Banking and Financial Institutions Acts during 

of Jamaica express and unequivocal authority to take 

they are found to be in breach of the Money Laundering 
statute and any other statute governing the operations 
of these institutions (which would include the Terrorism 

has taken action in any and all circumstances where 

to be “unsafe and unsound conduct” on the part of the 
and increase 

The Bank Of Jamaica (Building Societies) 
(Amendment) Regulations
resolution in Parliament shortly after year end and 
serve to rationalize the supervisory regime applicable 
to building societies with those applicable to banks 

are presently in process of redrafting and will provide

Supervision of Deposit-Taking Financial Institutions
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levels of provisioning for bad and doubtful debts and 

required that all licensees comply with the proposed 

The

extensive dialogue that has already taken place with the 

4.10. Supervisory Cooperation  And 
Interaction
4.10.1. Financial Regulatory Council

occasions during 2004 to examine issues affecting the 

4.10.2. Regional Interaction – The 
Caribbean Group of Banking Supervisors

8

Bank Governors of member countries of the Caribbean 

to co-ordinate the enhancement of bank supervisory 

during 2004 was the crafting and execution of a formal
Information Sharing Agreement (MOU) to facilitate 
the consolidated supervision of cross-border institutions 

conceptualized to apply to jurisdictions impacted 
by the merger of the Caribbean operations of two 
internationally active banks which span eight member 

since become signatories to the agreement to facilitate 

Bank of Jamaica participated in the examination of a 

research and strategise on regional approaches to 
supervisory developments; coordinating regional 
training programmes with international providers; 
maintaining interfaces with international and other 
regional supervisory bodies; and maintaining a 
comprehensive database and record of the group’s 

extranet site (developed with the assistance of the Bank’s 
7 The FRC comprises The Governor, Bank of Jamaica; The CEO, Financial Services Commission; The Financial Secretary; The CEO, 
Jamaica Deposit Insurance Corporation and The Solicitor General. 
8 CGBS Membership now comprises fourteen regional jurisdictions,  nine of which are presently core members of CARICOM.  The Bank of 
Jamaica assumed the Chair of the Group for a two-year term in January 2003.

Supervision of Deposit-Taking Financial Institutions
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for bank supervisory programmes of study and facilitate 

with a mandate to

implementation for Caribbean jurisdictions 
and strategize on practical approaches for the 
region; and 
determine operational protocols for the conduct 

as increasing cross-border expansion of certain 
banking groups across the region (see section 
4.7.5: Consolidated Supervision

The Working Group is also far advanced in the 

which is to be deployed in each member jurisdiction 

calculations necessary for determination of market
risk capital charges

implemented by any of the Caribbean or Central 

The mandate of the Group was also expanded during the 
year to incorporate an assessment of the implications 

to ensure that the corollary legislation is adequately 
reconciled to international supervision standards and 

4.10.3. International Interaction

The Bank of Jamaica remains committed to applying 
the highest international standards in its supervisory 

participated in international conferences and accessed 
specialist training opportunities for its supervisory 
staff from overseas regulatory authorities such as the 

International Conference of Banking Supervisors

 Association of Supervisors of 
Banks of the Americas

The Bank of Jamaica also continued to serve as principal 
contact for Jamaica to the Caribbean Financial Action 
Task Force

Supervision of Deposit-Taking Financial Institutions
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4.11. Outlook

approaches in the face of increased complexities in 
banking operations and developments in international 

various aspects of legislation to further codify principles 

4.11.1.  Administrative Outlook

The Bank seeks to maintain a dynamic and proactive 

need for better and timelier information on licensees to 

4.11.2. Developments in Supervisory 
Management and Approaches

to a complete revamping of present approaches with a 

4.11.3. Risk Management Framework in 
Deposit-Taking Entities

faced by banking entities include market (interest rate 

Best Practices already issued which provide guidance 

incorporate and replace standards issued in 

international best practices;

following comments from the industry and issued to 

expected to be issued to the industry for comments by 

Supervision of Deposit-Taking Financial Institutions
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4.11.4. Electronic Banking

resultant thrust to broaden product base and service 

convenient capabilities; and the widening cost and 
delivery differentials between electronic capabilities 

E-banking opportunities however expose entities 

adopt comprehensive risk management programmes 

that prescribe the minimum policies and procedures 

guidelines will be circulated to the industry for comment 

Supervision of Deposit-Taking Financial Institutions
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Table 32

Supervision of Deposit-Taking Financial Institutions



Annual Report 2004

Supervision of Deposit-Taking Financial Institutions



60

Within a context of increased
macroeconomic stability and expectations 

the Jamaican stock market recorded one of its strongest 

2004 (see Chart 11

shares traded
units (see Chart 12

markets relative to 2003 would have engendered

5. The Stock Market

market (see Financial Market Operations and The
Foreign Exchange Market

positive effect on the stock market as investors sought 

helped to kindle the market as did the mergers and 
acquisitions10

also rendered many of the share prices on the market 
undervalued relative to the earnings of companies during 

also represented a process by which the prices began to 

Chart 11

9 The number of units traded excludes block transactions (i.e., large units of individual trades in a particular stock) and includes the additional shares issued 
to the market by some companies.
10

Jamaica acquired Pan Caribbean Financial Services and First Life’s insurance and pension business.
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The stock market started the year strongly with gains of 

by the end of the 

was followed by a lull in activity over the second 
quarter (see Chart 13

compensating for the negative and low returns of the 

Chart 12

Chart 13

Total Volume Traded 2002 -2004

The Stock Market
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Price at 
end 2004

($)

Change
  2003 
(%)

Change
2004
(%)

Financial Services 
Capital & Credit Merchant Bank 32.0    19.812 434.2

Pan Caribbean Financial Services 34.1 15.8 416.7

Dehring Bunting & Golding 21.5 -34.8 186.7

Manufacturing

Caribbean Cement Company 12.9 34.6 268.6

Distribution

Hardware & Lumber 29.9 214.2

Other services

Kingston Wharves 4.9 276.9

Pegasus Hotels 10.0 194.1

Insurance

First Life 45.5 229.5

Life of Jamaica 11.3 189.7

Conglomerates

Lascelles de Mercado 202.1 197.1

Table 33

Financial Services headed the list of the top 10 share 

this sector were Capital and Credit Merchant Bank 

see Table 33

Financial Services accounted for most of the market’s 

ahead of Manufacturing11 and Conglomerates

The returns from the stock market in 2004 overshadowed 
the equivalent investment gains in the foreign 

investments13 (see Chart 13

were noticeably lower relative to 2003 when the rates 

11

with    the rules of the Exchange.
12 Capital & Credit Merchant Bank was listed on the JSE in May of 2003.
13

The Stock Market
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The yields on the 6-month Treasury Bills were markedly 
lower in 2004 in comparison to the yields that obtained 

The equity returns on the other major regional exchanges 

in Trinidad & Tobago and Barbados were supported by 
strong share price gains by the Jamaican cross-listed 
companies14

The market in Trinidad & Tobago started the year 

see Chart 
14)
the indices in Trinidad & Tobago and Barbados had 

Chart 14

14 Capital & Credit Merchant Bank, Jamaica Money Market Brokers, Dehring, Bunting & Golding and Grace, Kennedy & Company are the 
only Jamaican stocks cross-listed in Trinidad & Tobago. Grace, Kennedy & Company was the only Jamaican stock listed on the Barbados 
Stock Exchange.

Quarterly Equity Returns in Jamaica, Trinidad and Barbados -2004 

The Stock Market



64

Bank of Jamaica

The third quarter returns on the equity markets in 
Trinidad & Tobago and Barbados were comparable to 

Capital and Credit Merchant Bank was the top 
performing stock in Trinidad & Tobago’s market with 

Company’s share price did well with an appreciation of 

The share prices of Jamaica Money Market Brokers and 

Jamaican company to be cross-listed on the Trinidad & 

The prospects for another creditable performance in 

macroeconomic environment could allow for a continued 

 that are anticipated during 

15 Mayberry Investments Ltd and First Global Financial Services have announced their intentions to list on the Jamaica Stock Exchange in 2005.

The Stock Market



6. 1. Overview

Gdriven in large part by strong growth in the 
major industrialised economies and rapid expansion in 

of shocks to oil prices and partly related to the robust 

The performance of the Jamaican economy in 2004 
was set against the background of the advances in 

current transfers and bauxite and alumina export 

The high price of crude oil and imported grains also 

Fuels & Other Household Supplies, as
well as the Housing & Other Housing Expenses of 

Growth in the Jamaican economy was positively 

performance of the tourism industry was an increase of 

dispute over the preferential access guaranteed by the 

6.1.1 International Economic Developments
6.1.2. Industrial Countries

was underpinned by a strengthening in demand among 

16

6.      External Sector Developments

16 The USA is Jamaica’s main trading partner, accounting for approximately 40.5 per cent of Jamaica’s merchandise trade and 71.8 per cent 
of its stopover visitor arrivals in 2003.
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ADVANCED ECONOMIES: EXCHANGE RATES
National Currency per unit 

of US$ /1
Annual percent 

Change

2003 2004 2003 2004

Source:  US Federal Reserve

1 US Dollar Nominal Exchange Rates
2 Expressed in US Dollars per unit of national currency

Table 34

INDUSTRIAL ECONOMIES
Real GDP, Consumer Prices and Unemployment Rates

  Country GDP
Annual % 

Change

Unemployment Rate
% of Labour Force Annual % 

Change

Current Account
(% of GDP)

2003 2003 2004 2003 2004 2003

Euro area
Canada
Japan

  * Estimates 

was associated with a decline in growth in consumer 

trading partners

17 The Great Britain Pound, the Euro, the Yen and the Canadian Dollar.

External Sector Developments
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This acceleration was attributed to increases in the price 
of crude oil as well as the cumulative impact of the 

The accelerated growth in the Euro area was primarily 

in real output varied markedly among the four major 

in the employment rate negatively affected domestic 

prices and increases in indirect taxes and government-

in the region was in part attributed to the appreciation in 

Growth in that economy was primarily underpinned by 

which increased the repurchase rate by approximately 

External Sector Developments
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accounted for the widening of Canada’s current account 

in real output was associated with increased exports to 

The strong growth in exports also contributed to the 
widening of that country’s current account surplus by 

6.1.3. Developing Economies

The developing countries also experienced robust 

acceleration in real output was experienced among the 

supported by strong growth in exports in the context of 

The annual average change in the price index for 

External Sector Developments
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SELECTED DEVELOPING COUNTRIES 
REAL GDP & CONSUMER PRICES

(ANNUAL PERCENT CHANGE)
Country GDP

2003 2003 2004

          Latin America

Brazil
Chile
Colombia

Ecuador
Mexico
Paraguay
Uruguay

         Caribbean

Barbados

Guyana
Jamaica

Trinidad & Tobago
Developing Asia

China

Malaysia
Philippines
Thailand

Sources:  The World Economic Outlook, September 2004, Statistics

* Estimates, **Annual average

of the hurricanes that affected the region over the last 
half of the year18

18

cent in 2004, relative to 2.5 per cent in 2003.

External Sector Developments
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was related to increases in bauxite and other agricultural 

6.1.4. Commodity Markets

of oil surpassed the record highs reached during the 

workers reduced the export of the commodity during 

speculative activity in the futures market for crude oil 

the ratio of non-commercial contracts  to total open 
contracts20

   

The surge in the price of aluminium was attributed to 

during the year with the food and beverages sub-

19

purposes than hedging, for example, speculating.
20

External Sector Developments
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SUMMARY OF WORLD COMMODITY 
PRICES

2003 2004

Materials

Source:  IMF Primary Commodity Prices
West Texas Intermediate measure

Table 37

global rice inventories also supported the increase in 

increased concerns during the year about Brazilian 

6.1.5. Trade Negotiations

to Brazil’s challenge of the European Community’s 

reached a consensus on framework agreements for 
pursuing the multilateral trade talks21

distorting domestic support policies and substantial 

with the remaining three issues being removed from 

21 The negotiations towards the realisation of the WTO’s DDA had stalled in 2003, as member states were unable to arrive at a consensus on 

Conference in Singapore. 
External Sector Developments
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to hold detailed discussions in 2004 with the EU on the 

that special and differential treatment should form the 

reorienting of assistance to address the development 

formed a precursor to the launch of the second phase of 

the establishment of a common understanding on 
the priorities for EU’s support of Caribbean regional 

time of the agreement’s implementation on 1 January 

tracked” their efforts toward the establishment of the 

22 and the supremacy of the 
requirements of the Treaty of Chaguaramas over 

competition and distorted prices on the international 

erosion of preferences for sugar was heightened during 
the year by the EC’s announcement on 14 July 2004 of 
its proposal to reform its common market organization 

6.1.6. Prospects for 2005

anticipated that the advanced economies will expand by 

22 The CARICOM 2004 Act was subsequently rendered null and void by a ruling of the British Privy Council in February 2005 as to the 

External Sector Developments
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 and 

against the background of weaker than expected growth 

policy in an effort to prevent the incipient “overheating” 

This could necessitate a further tightening of monetary 

the economies and relatively moderate labour market 

appears to be a renewed effort to resume formal 

commitments that would lead to a successful conclusion 

by both developed and developing countries of the need 

6.2.      Balance of Payments

strong growth in the major developed economies (see
International Economic Developments

current transfers account,
,

impact of these changes was partly offset by an increase 
income

the services

 account 

When combined with the capital account surplus of 

current account
the net international reserves of Jamaica increased by 

see Table 38

External Sector Developments
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Table 38
SUMMARY OF BALANCE OF PAYMENTS

(US$M)
1/                    1/ 2/

2002 2003 2004    Change
CURRENT ACCOUNT -1073.9 -763.4 -699.5 63.9

A.  GOODS BALANCE -1870.3 -1942.2 -1939.9 2.3

B.  SERVICES BALANCE 315.0 561.1 560.6 -0.5
Transportation

      Travel

GOODS & SERVICES BALANCE -1555.3 -1381.1 -1379.2 1.8

C.  INCOME -605.5 -571.4 -651.2 -79.8
      Compensation of employee

D.  CURRENT TRANSFERS 1086.9 1189.1 1330.9 141.8
      General Government

2.  CAPITAL & FINANCIAL A/C 1073.9 763.4 699.5 -63.9

A.  CAPITAL ACCOUNT -16.9 -0.3 3.0 3.3
      General government

B.  FINANCIAL ACCOUNT 1090.8 763.7 696.5 -67.2

1/ Revised
2/ Estimates 
3/ Includes Errors & Omissions
4/ Minus denotes increase

6.2.1. Merchandise Trade

Exports
Total earnings from merchandise exports were estimated 

General merchandise
million, continued to account for the largest portion of 

freezone exports and goods procured 
in ports by foreign carriers

see Table 39

External Sector Developments
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Table 39
TRADITIONAL & NON-TRADITIONAL EXPORTS

(US$M)
1/                     2/

2003 2004 Change % Change
GENERAL MERCHANDISE EXPORTS 1196.0 1411.2 215.2 18.0

     Major Traditional Exports
          Bauxite

          Bananas

          Citrus
          Cocoa
          Coffee
          Pimento

          Gypsum

FREEZONE EXPORTS 141.7 126.8 -14.9 -10.5
GOODS PROC. IN PORTS 48.0 48.0 0.0 0.0
GRAND TOTAL 1385.7 1586.1 200.4 14.5

(see Chart 16

value of general merchandise exports

from freezone exports general merchandise 
exports

for major traditional exports non-traditional exports
and re-exports

External Sector Developments
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The growth in earnings from major traditional exports

The performance of alumina exports during 2004 was 

growth in the volume of alumina exports was facilitated 
by a 400 000 tonne expansion in the capacity of the 

during the quarter was affected by technical problems 
as well as hurricane damage to the loading facility at 

see Production
reduced exports in the quarter to the lowest level in a 
decade (see Chart 16

was associated with improvements in both the quality 

the quality of the crop was evidenced by a decline in 

External Sector Developments
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2004 (see International Economic Developments

Earnings from banana exports were estimated to have 

Total earnings from non-traditional exports

in re-exports was partly associated with the export of 

Imports

general merchandise 
imports

freezone imports (see Table 40
expansion in general merchandise imports principally 

External Sector Developments
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Table 40

VALUE OF IMPORTS BY SITC (C.I.F.)
(US$M)

1/ 2/

2003 2004 Change % Change

GENERAL MERCHANDISE IMPORTS 3678.9 3927.2 248.3 6.7

FREEZONE 94.3 66.7 -27.6 -29.3
GOODS PROC. IN PORTS 76.2 76.8 0.6 0.8
GRAND TOTAL 3849.4 4070.6 221.3 5.7

increased importation of agricultural products following 

cent increase in international crude oil prices during 
2004 (see International Economic Developments
The expansion in the value of manufactured goods 

6.2.2. Services

services is estimated to have 

the transportation and other services

travel sub-account served as a partial countervailing 

Transportation
transportation

Travel
The travel

External Sector Developments
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the growth in earnings was partly offset by an increase 

The overall growth in visitor expenditure resulted 

resident Jamaicans (see Table 41

daily expenditure per stop- over visitor was estimated 

Growth in stop-over visitor arrivals was associated with 
increased marketing efforts of the Jamaica Tourist Board 

from the opening of a 420 room all-inclusive hotel in 

Table 41
VISITOR ARRIVAL STATISTICS

                  1/                     2/
2003 2004 % Change

Total Stop-overs 1350284.0 1414786.0 4.8

          Long-stay

Cruise Passengers & Armed Forces 1133411.0 1099773.0 -3.0

Total Visitors 2483695.0 2514559.0 1.2

Gross Estimated Expenditure (US$M) 1355.1 1436.4 6.0

External Sector Developments
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The performance of visitor arrivals in 2004 represented 

growth in stop-over visitor arrivals and the decline in 
cruise passenger arrivals occurred in the context of 

infrastructure as well as caused delays and cancellations 
of several scheduled cruise vessels during the second 
half of the year (see Production

The performance of Jamaica’s stop-over arrivals in 
2004 compared favourably with the average growth 

expansions of similar magnitudes to Jamaica (see Table 
42

Other Services
other services sub-account continued 

effect of which was reinforced by a contraction of 

other services in 2004 mainly 

6.2.3. Income

income

net investment income

compensation of employees (see Table 38
investment income

The deterioration in the investment income account was 

via compensation of employees23 occurred despite the 

Table 42

Stopover Visitor Arrivals (Selected Caribbean Countries)

2003 2004 % Change
Bahamas
Barbados

Total      7,776,123     8,207,756 5.6

23 To Jamaicans working abroad for less than one year.

External Sector Developments
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6.2.4. Current Transfers

The current transfers

(see Table 43

other agencies 
registered declines in their respective shares of total 

6.2.5. Capital and Financial Account 

The capital account
also recorded 

(see Table 38 other

TABLE 43
CURRENT TRANSFERS    (US$M.)

1/ 2/
2003 2004 Change

TOTAL RECEIPTS 1523.5 1724.9 201.4
General Government

TOTAL PAYMENTS 334.4 393.9 59.5
General Government

NET CURRENT TRANSFERS 1189.1 1330.9 141.8
1/ Revised
2/ Estimates

External Sector Developments
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capital
current 

account

The growth in the stock of Jamaica’s gross foreign 

 Table 44

OTHER OFFICIAL INVESTMENT FLOWS
(US$M)

1/ 2/
2003 2004 Change

GROSS OFFICIAL INFLOWS 113.4 960.2 846.8

          Project Loan

GROSS OFFICIAL OUTFLOWS 477.1 481.0 3.9

          Bank of Jamaica

NET OFFICIAL INVESTMENTS -363.8 479.2 843.0

External Sector Developments
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6.3. Foreign Exchange Management 

6.3.1. Bank of Jamaica International Reserves

million occurring in the March quarter (See Table 46

TABLE 45

FOREIGN EXCHANGE RESERVES
(US$M)

As at December 31

                    1/ 2/
2003 2004 Change

GROSS FOREIGN ASSETS 1200.0 1885.6 685.6
          Bank of Jamaica
          Central Government

GROSS FOREIGN 
LIABILITIES 31.3 23.4 -7.9

OFFICIAL NET 
INTERNATIONAL 
RESERVES 1168.7 1862.2 693.5

Weeks of estimated imports of 
Goods and services

1/ Revised

2/ Provisional

External Sector Developments
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Table 46

domestic market (see Table 47

arrangement24

Purchases from the bauxite sector during 2004 were 

24 Under the surrender arrangement, Authorised Dealers and Cambios agree to sell to the BOJ  5% – 10% of their purchases from the Clients 
segment of the market. 

External Sector Developments
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Table 47
SOURCES OF FOREIGN EXCHANGE

US$MN

Change
2003 2004  ($)  (%)

Exports & Services 837.2 820.9 -16.4 -2.0

Direct Purchases 647.8 662.4 14.5 2.2

 - authorised dealers

 - cambios

Purchase of GOJ Loan Proceeds 410.1 1124.7 714.6 174.2

 - Eurobond           -

Grants          -

1360.5 2112.0 751.5 55.2

* - includes income earned on foreign assets and funds lodged to sundry GOJ accounts at the BOJ

External Sector Developments
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see
 Table 48

Table 48

6.3.2. Reserve Management

6.3.2.1.Performance

The 32 per cent increase in average holdings of foreign 

External Sector Developments
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mainly to a reduction in the proportion of holdings of 

per cent of the Bank’s portfolio compared to nearly 40 
Table 49 below provides details of 

6.3.2.2. Asset Distribution 

Table 50
shows the distribution of foreign assets by currency at 

Table 49
Foreign Investment Income

For Year Ended 31 December

2003 2004
ASSETS US$M % US$M %

External Fund

TOTAL

                 3.13                2.70

               1 198              1 585

Table 50   
Currency Composition of Foreign Assets

at 31 December 2003 and 2004

Currency (MN) US$ Equivalent (MN) % Share

2003 2004 2003 2004 2003 2004
US Dollar
Euro 
Pound Sterling
Canadian Dollar
Yen
Other            -                -   
TOTAL FOREIGN ASSETS    1 196.33 1 881.93     100.00 100.00

External Sector Developments
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6.3.2.3 Investment Strategy

Table 51
shows the comparative breakdown by asset class at 31

this resulted in heavy redemption of callable United 

curve during that period there was limited replacement 

providing an opportunity for the repositioning of the 

Treasury note maintained a steady decline to a low of 

the fourth quarter as range trading took place within 

led again to a build-up in the short-term sector as the 

Table 51

DISTRIBUTION OF INVESTMENTS BY ASSET CLASS
at 31 December 

  
2003 2004

ASSET CLASS US$ M % US$ M %

Cash
BHA
Euro Dollar Deposits

U.S. Agency Bonds
Reserve Fund
TOTAL FOREIGN ASSETS 1 196.33 100.00 1 881.93 100.00

External Sector Developments
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6.3.3. The Foreign Exchange Market

The foreign exchange market was characterized by 

increases in world oil prices throughout the year and 

manifested in the distinctly lower rate of depreciation in 

dollar and the Great Britain Pound – relative to previous 

critical element being the Government’s attainment 

purchase of proceeds from Government’s international 

May the market was unsettled by investors’ positioning 

foreign exchange as investors sought to maintain their 

denominated bonds reissued by the Government in the 

spreads

quarter experienced the largest quarterly depreciation 

buoyant and in contrast to the quarterly outturn in 

Foreign exchange purchases and sales reported by 
authorised dealers and cambios in 2004 were lower 

25 Given as a percentage of the buying rate ((sell rate - buy rate) + buy rate) % 100

External Sector Developments
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(see Table 52

see Table
53

indicative of the favourable conditions that obtained 

context where the imbalances were less evident than the 

by the opportunities that emerged for institutions to 

suggest that funds sourced through cross-trades may 

and market stability would have encouraged end-users 

Table 52

External Sector Developments
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6.3.4   Cambio Licensing & Monitoring

The cambios continued to provide an effective means 
through which foreign exchange was traded as 
evidenced by the maintenance of approximately one-

supervisory responsibility through semi-annual on-site 

facilitated through quarterly meetings with the Cambio 

were provided and developments affecting cambio 

Proposed amendments to the money laundering 
legislation

Enhancements to the Bank of Jamaica 

Cambios were sensitized to the proposed amendments 
to the money laundering legislation and counter-

difference between cambio operations and deposit-

cambios and remittance companies was included in the 

The Bank of Jamaica enhanced its operating guidelines 

which include the submission of Tax Compliance 

External Sector Developments

* Data excludes BOJ Intervention
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required for existing cambios seeking renewal of their 

Twenty-two cambio locations were closed (see Table 
54
while the other licence was revoked for non-compliance 

(see Table 55

6.3.5.     Remittance Licensing & Monitoring

External Sector Developments

Table 54
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regulatory regime for companies which offer remittance 

function by way of an amendment to the Bank of 

which offer remittance services were designated 

were previously subject to the requirements under the 

guidelines for companies offering remittances services 
in Jamaica and held discussions with the industry to 

guidelines stipulate the standards against which the 

The regulatory regime will entail the issuing of licences 
to all companies approved to offer the service in 

26 that are currently offering the service 

remittance service providers had been received and 

offers the service through various branches and sub-

see Chart
17

from any location for which an application was not 

inter alia

The regulatory function will be discharged through 
onsite inspections of primary agents and in-house 
monitoring through reports submitted electronically to 

Chart 17

26

External Sector Developments

Geographic Distribution of Remittance Locations
as at 31 October 2004



7.1 Production

The Jamaican economy is estimated to have 

see Table 
56

a tropical storm and a hurricane on the economy in the 

Table 56
SECTORAL CONTRIBUTION TO GDP GROWTH (%)

Sectors Jan –Dec 2004
Contribution

(2004)

   Electricity & Water

7. Production and Prices



Annual Report 2004

 Source: STATIN

Distributive trade miscellaneous services transport,
storage & communication and real estate & business
services
expansion in the goods producing sectors during the 

manufacturing
construction and mining

The value added of the agriculture sector contracted by 

stemmed both from the domestic agriculture and export
agriculture 

see Table 57

damage to the domestic agriculture sector amounting 

in some parishes during the March 2004 quarter and 

continued high level of praedial larceny also hampered 

The export agriculture

see Table 58
destroyed bananas under cultivation for the local and 

it is anticipated that output will be adversely affected in 

DOMESTIC CROP PRODUCTION

Crop Group

Production (‘000 tonnes)
2003 2004 % Change

Fruits
Condiments
Plantains
Potatoes
Legumes
Cereals
Total 491.5 414.8 -15.6

Source: Ministry of Agriculture

Production and Prices
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improvement in the quality of the crop was evidenced by a 

EXPORT CROPS
Crop 2003 2004 % Change

Exports (‘000tonnes)

Banana
Citrus
Cocoa
Coffee

Pimento

Production (000’tonnes)

Sources: Bank of Jamaica Estimates & Sugar Corporation of 
Jamaica

The value added of the mining

For manufacturing

following reduced output levels over the same period 

the temporary absence of electricity and potable water at 

The expansion in value added in the manufacturing sector 
stemmed from both the food, beverages & tobacco and 
the other manufacturing food,
beverages & tobacco
alcoholic beverages and tobacco production was partly 
offset by the decline in the production of non-alcoholic 

(see Table 59

Growth in other manufacturing was attributed to the 
performance of the non-metallic mineral and chemical 

Economic activity in construction & installation increased

   

Production and Prices
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        Table 59 
Items Production (‘000tonnes)

2003 2004 % Change

Poultry Meat

Cornmeal
Condensed Milk
Flour

Source: Planning Institute of Jamaica

These activities were complemented by public sector 

exception of electricity & water
insurance distributive trade

For electricity & water

performance of the sector in the latter half was attributed to 

per cent in total electricity generation while sales declined 

The transport, storage & communication sector recorded 

the communication

the transport

domestic cargo movements and the number of ships calling 

services
the performance of the banking institutions
Commercial banks’ interest income declined in real terms 

Production and Prices
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rates and commercial bank weighted average deposit 

cent due to the decline in foreign exchange gains during 

miscellaneous

see Balance of Payments

The growth in stop over visitor arrivals for the year 
was associated with continued marketing efforts of the 

arrivals attributed to visitors from Europe increased to 

positively affected the average length of stay and the 

forced to close after the hurricane and were reopened 

reorganize their itineraries and in some cases cancel 

ports also suffered loss of business as some of the 

because of damage to other destina

Outlook
The Jamaican economy is projected to grow within 

projection is predicated on positive expectations for the 

notable growth is expected in construction  mining
distributive trade and electricity and water

The maintenance of a stable macro environment should 

The external environment is also expected to remain 

market could have an impact on growth in the Jamaican 

Production and Prices
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7.2. Prices

7.2.1. Overview

The macroeconomic variables performed fairly well 
in 2004 and provided a stable background for price 

environment and the prudent demand management 

countered by increases in international oil prices and the 

see Chart 
18

The prudent demand management pursued by the 

cent in 2003 (see Chart 19

there was a moderation in this trend towards the end 

led to a deterioration in the supply of consumer goods 

Production and Prices
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primary domestic factors include administered price 

were moderated by the Bank’s demand management 

Domestic Shocks

was advanced as an attempt by the postal authorities to 

The increase in the utility rates during the year emanated 
from both administered adjustments as well as external 

some restrictions on the fee structure of the telephone 
company thus enabling them to charge the economic 

of electricity stemmed from an annual adjustment in 

Supply Shock

decline in the summer months and damages due to 

see Table 60

in a context where the pass through of the savings from 

External Shocks

The impact of international price movements of 

Production and Prices
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Table 60

see
Chart 20

noticeable effect on the prices of domestic household 

The increase in fuel charges for electricity was primarily 

the price of crude oil typically lead to second round 
adjustments in the prices of domestically produced 

in downward adjustments with declines in international 

The rise in the prices of vegetable oils on the world 
market also had an unfavourable effect on domestic 

prices (see Chart 21a

increase in the prices of coconut oil and soybean oil in 

(see Table 61

  

Starchy  Foods Veg. & Fruits
Mthly(Qrtly) Mthly(Qrtly) Chge* (Qrtly)

  May 2002 Floods

Month immediately after impact

relative to 2003 (see Table 61

Production and Prices
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government’s decision to temporarily suspend sales of 
the commodity to 

below the rate that obtained in the previous year (see
Chart 22

impulses could not be eliminated from the measurement 

 International Prices of Selected Commodities
Annual Averages (US$)

Commodity Units 2003 2004 Annual
Average 

(%)
Vegetable Oils

Groundnut oil

Grains

Maize

Wheat Canada

Raw Materials

Zinc

27 measured by the Trimmed mean

Production and Prices

Table 61
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Table 62
DECOMPOSITION OF INFLATION OUTTURN: CALENDAR YEAR 2004

INFLATION (%) CONTRIBUTION (%)

NON- CORE 8.5 62.1

Food & Drink 5.0 36.5

Fuels/Other Housing Expenses 1.2 8.4

Housing /Other Housing Expenses 1.1 8.1

Other 1.2 9.1

CORE 5.2 37.9

TOTAL 13.7 100.0

Food & Drink Fuels & Other Household 
Supplies Housing & Other Housing Expenses as well 
as Miscellaneous Expenses (see Table 63 Food
& Drink Starchy Foods was mainly 

Vegetables & Fruits the main price increases related to 

Meat Poultry & Fish prices were affected by 

Production and Prices
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Groups and Sub-groups Group 
Weights

Contribution to 

2003 2004 2003 2004

FOOD & DRINK 11.2 16.2 47.8 63.9

- Meat Poultry & Fish

FUELS & OTHER HOUSEHOLD SUPPLIES 20.7 19.5 9.4 10.5

-

- Fuels

HOUSING & OTHER HOUSING EXPENSES 16.7 17.2 9.4 10.1

HOUSEHOLD FURNISHINGS & FURNITURE 8.5 10.0 1.7 2.1

- Furniture

- Furnishings

HEALTHCARE & PERSONAL EXPENSES 11.5 8.2 5.8 4.3

PERSONAL CLOTHING FOOTWEAR & ACC. 6.0 4.0 2.1 1.5

- Clothing Materials

- Footwear

TRANSPORTATION 28.6 3.9 15.3 1.9

MISCELLANEOUS EXPENSES 18.5 9.8 10.5 5.8

ALL GROUPS 14.1 13.7 100.0 100.0

Production and Prices
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Prices for Fuels & Other Household Supplies were 

Fuels

Household Supplies

Housing & Other Housing Expenses
from both domestic administered adjustments as well 

The adverse movements in international oil prices 

The impact of Miscellaneous Expenses

Rural Areas and Other Towns

lower in the Kingston Metropolitan Area (KMA

see Chart 23 Rural
Areas and Other Towns exceeded the overall increase 

impulses in the rural areas were as a result of a greater 

The disparity across regions was mirrored in three of 

Food & Drink (see Table 64 .  

Rural Areas Other Towns and KMA
There was also disparity in Fuels & Other Household 
Supplies and Healthcare & Personal Expenses
Fuels & Other Household Supplies
were weakest in the KMA

Healthcare & Personal Expenses in Rural Areas and 
Other Towns were almost twice that for the KMA
greater increase in the Rural Areas and Other Towns
was caused in part by increases in optician and doctor 

Household
Furnishings & Furniture KMA experienced 

Production and Prices
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REGIONAL INFLATION

Groups / Sub-groups Weight in 
CPI KMA (%) Other 

Towns (%)

FOOD & DRINK 0.5563 13.4 17.9 18.4
0.0741

- Meat Poultry & Fish 0.1613
0.0668
0.0864
0.0525
0.0650
0.0502

FUELS & OTHER HOUSEHOLD SUPPLIES 0.0735 18.5 22.5 19.2
0.0482

- Fuels 0.0253
HOUSING & OTHER HOUSING EXPENSES 0.0786 17.0 18.2 16.9

0.0209
0.0577

HOUSEHOLD FURNISHINGS & FURNITURE 0.0283 14.7 4.5 9.2
- Furniture 0.0068
- Furnishings 0.0215
HEALTHCARE & PERSONAL EXPENSES 0.0697 5.7 10.9 11.1
PERSONAL CLOTHING FOOTWEAR & ACC. 0.0507 3.2 5.6 4.1
- Clothing Materials 0.0055

0.0242
- Footwear 0.0159

0.0051
TRANSPORTATION 0.0644 3.6 5.7 3.0
MISCELLANEOUS EXPENSES 0.0785 9.8 10.5 9.2

ALL GROUPS 1.0000 12.0 15.1 15.3

Table 64  

7.2.6. Summary & Outlook

Given the relatively stable macroeconomic environment 

Production and Prices



8.1. Banking Services

The Bank of Jamaica provides banking services 

provides support and oversees the principal payment 

over-the-counter services are provided to the general 

The Bank’s oversight role is facilitated through the 

The Bank continues to provide vaulting and settlement 

shorter turnaround time for settlement and delivery of 

The Bank also facilitates the settlement of regional 

8.2. Payment System Developments

The Bank of Jamaica remains committed to ensuring the 

payment systems as a critical element of its mandate 
to ensure the soundness and stability of the Jamaican 

initiate and facilitate developments designed to enhance 

with electronic payment instruments and a wide array 
of banking products and services are being delivered 

commonly used payment form in Jamaica as they are 

The two main payment systems in operation locally 
are the Central Bank-owned electronic funds transfer 

twice daily and balances are settled on the books of 

in Central Bank assets at the end of the day through a 

8.     Banking and Currency Operations
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Total cheque payments increased by 10 per cent 

b) Automatic Banking Machines/Point of 
Sale Terminals

activity in the economy and the increasing 

see Chart 24

This brings the total number of 

electronic processing of direct debits and direct credits 

scheduled for implementation in

8.2.1. Payment System Transactions

a) Cheques

represent a fraction of the overall cheque usage 

those items encashed or deposited at the bank on 

accounting for approximately 48 per cent of 

Chart 24

29 Jamaica Dollar items only are processed by Automated Clearing House (ACH).

Banking and Currency Operations
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c) CIFTS

d) Foreign Currency Items
The Bank of Jamaica oversees the manual 
exchange of foreign items issued by or drawn 

an increase of approximately 4 per cent over 

exchange was expanded to include items issued 
by or drawn on local commercial banks in the 

Foreign Currency items are not settled in the 
Central Bank using central bank assets but are 
settled bilaterally on a net basis by wire transfers 

the

8.3.  Currency Operations
8.3.1.  Currency in Circulation

8.3.2. Currency Issued

 largely 

Banking and Currency Operations
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Chart 25a Chart 25b

Chart 26a Chart 26b

8.3.3. Redemptions and Banknote Processing

per cent were destroyed and the remainder reissued as 

Banking and Currency Operations
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 8.3.4. Public Detection and Counterfeit 
Education

The number of counterfeit notes processed by the Bank 

increase appears high the proportion of counterfeit notes 

quality of counterfeit notes in circulation remains poor 
and members of the public easily recognize the notes if 

education programme to enable large volume cash 

bill payment companies and other agencies were trained 
to recognize the public and inspector levels of security 

Banking and Currency Operations
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9.1. The Bank of Jamaica (Amendment) Act
 2004    

Jamaica regulatory powers in respect of the 

The Banking (Licences Form of Application and 
Fees) Regulations, 1973 (Validation and Indemnity) 
Act, 2004

came
and indemnify the Bank from liability for acts done in 
good faith in enforcing the provisions of the Banking 

The Bank of Jamaica Act, 1960, The Banking 
Act, 1992 (BA), The Financial Institutions Act, 
1992 (FIA) and The Building Societies Act, 1897 
(BSA)

following changes were effected to the abovementioned 

was amended 

9.  Financial Legislation

to include more comprehensive provisions 
in relation to the sharing of information with 
overseas regulators with the appropriate 

amended to increase the penalties applicable 

the part of the Bank in relation to disclosures 

of the performance of duties under the Bank of 

Banks the power to take regulatory action 

any case where a licensee is found to be 
in breach of criminal statutes relating to 
money laundering or any other statute 

In respect of the Banking Act, 
the Financial Institutions Act and the 
Building Societies Act-
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regulated or supervised 
institution” was expanded to include 

that are regulated or supervised by 
authorities bearing similar supervisory or 
regulatory responsibilities as those carried 
out by the Bank of Jamaica or the Financial 

(ii) In respect of the Banking Act and the 
Financial Institutions Act -

by amendments effected in 
2002
amendment addressed only the 
instance of non-compliance with 
the obligation to submit audited 

to address the situation where 
a bank or licensee under the 

not comply with the directions 

deleted and replaced with the 

Consequential amendments 

should also have been made 
to any other references in 
these statutes to sub-section 

consequential amendments 

that the reference in paragraph 

to the amendments effected 

correct provision to which 
reference should have been 

a typographical error was 

In respect of the Banking Act  - the

reference should be to an offence under 

In respect of the Financial Institutions 
Act –

Financial Legislation
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brackets around the numerals 
should have been deleted and 
the reference in this subsection 

revised to refer to Part C of 

Part B was deleted by virtue of 

brackets around the numerals 
referred to therein should have 

erroneous reference in the 

on conviction instead of the 

of an offence that was already 
incorporated in the Third 

whereby the erroneous 

offence to a “bank” and its 
subsidiaries was amended to 
the correct reference which 
is to “a licensee” and its 

In respect of the Building Societies Act
the penalties applicable for offences under the 

with those applicable to similar offences under 

PENDING AMENDMENTS TO THE FINANCIAL 
LEGISLATION

The Cooperative Societies (Amendment) Bill

to restrict the deposit-taking activities of cooperative 
societies to those cooperative societies which operate 

credit unions under the regulatory ambit of the Minister 

NEW  REGULATIONS

The Banking (Capital Adequacy) Regulations, 
2004
The Financial Institutions (Capital Adequacy) 
Regulations, 2004

and establish a risk based method of assessing capital 

capital requirement being prescribed by the risk 

Financial Legislation
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PENDING FINANCIAL REGULATIONS

The Bank of Jamaica (Building Societies) 
Regulations

societies on an even footing with other regulated deposit-

in March 2002 including  introducing 
a regime for building societies to pay 

the penalty provisions in the existing 

The Building Societies (Licence Fees) 
Regulations

payable in line with the applicable fees under the 2003 

Regulations
These regulations will create a framework for ensuring 

that auditors who are proposed as the statutory auditors 

Provisioning) Regulations

These regulations will formally impose the measures 

security and making provisions for the possibility of 

 Bank of Jamaica (Credit Union) Regulations

These regulations will establish the Bank’s regulatory 
jurisdiction over the operations of credit unions and cover 

Non-Financial Legislative Amendments 

The Bank is involved in the process of formulating 

the Financial Crimes Legislative Task Force which 

responsibility of identifying and pursuing legislative 

The Money Laundering Act, 1998
The Money Laundering Regulations, 1998

Financial Legislation
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was suspended to facilitate the Technical Committee’s 

comprises the members of the Financial Crimes 
Legislative Task Force and the Legal Committee which 
provides technical and legal advice throughout the 

to incorporate requirements mandated by the Financial 

are also being revised to provide more
of the anti-money laundering practices and procedures 

There have already been related amendments in the 

regulators to share information with other supervisory 

also expressly allow supervisory authorities to take 
regulatory action in response to the non-compliance 

The Terrorism Prevention Bill

The Terrorism Prevention Bill was tabled in Parliament 

the report of that Committee was tabled in Parliament 

the satisfaction of Jamaica’s obligations to act in concert 

international instruments relating to 

The Financial Investigations Division Bill 

Jamaica’s obligation to comply with recommendation 

Intelligence Unit that serves as a national 
center for the receiving, analysis…and 
dissemination of suspicious transaction 

regarding money laundering or terrorist 

for membership in the Egmont Group30  F

30  “

support to their respective national anti-money laundering programmes.

Financial Legislation



10.1. Overview of the Year 2004

the retention and recruitment of experienced 

industrial relations environment in the context of public 
sector wage restraint and ensuring that the main plant 
and external properties were safe and secured from the 

Upgrading of the plant and physical infrastructure and a 
review of the organization’s contingency plans and the 
articulation of a strategic plan for business continuity 

between the Government of Jamaica and the Jamaica 

complement totalled four hundred and eighty-four 

moreso in the context of the current salary restraint and 
the relative attractiveness of Bank of Jamaica trained 

10.3. Training & Development

the Bank hosted several training and staff development 

exposed members of staff to areas such as international 

conducted in 2004 was the continuation of in-country 

10. Administration
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collaboration with international organizations with 

collaborative efforts provided staff and participants 
from local and overseas institutions with information 
on current trends and practices in their respective 

participation in courses on economic policy and 

professional development programmes also received 

10.4. Plant and Physical Infrastructure

maintaining the physical infrastructure of the main 

in effecting rehabilitation work following the adverse 

remains to be done to upgrade the Bank’s infrastructure 
to withstand more powerful weather systems (category 

Administration



Salary Range of Executive Management  

Allowances of Executive Management

Notes

Executive Management includes the Governor and three 

11.         Compensation of Executive 
Management
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day open market instruments were 

12. Calendar of Monetary Policy 
Developments

of Finance determined that all debt 
securities or instruments issued by 

denominated in Jamaican dollars or 
in a foreign currency and irrespective 

within nine months of their maturity 
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(Footnotes)

Calendar of Monetary Policy Developments
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2004 2003

Foreign assets

Local assets
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December 31, 2004

2004 2003

Liabilities

Capital and reserves

 Governor

Final Accounts for Year ended 31 December 2004 iii
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Year ended December 31, 2004

2004 2003

Total

Expenditure on behalf of Government

Transferred to pension equalisation reserve 22(c) (     688,800) (       73,900)
Transferred to general reserve fund (

Final Accounts for Year ended 31 December 2004iv
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  capital fund account reserves Total

Change in fair value of available-

        -  (             -               - (

Change in fair value of available-

       -               -                 -

  

Final Accounts for Year ended 31 December 2004 v
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Year ended December 31, 2004

    2004 2003

Cash resources at beginning of year
Cash resources at end of year

Local notes and coins
   

Final Accounts for Year ended 31 December 2004vi
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December 31, 2004

1

the external value of the currency; to foster the development of money and capital markets in Jamaica; and to act as 

  Foreign currency balances at the balance sheet date are translated at the rates of exchange prevailing at that 

Final Accounts for Year ended 31 December 2004 vii
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December 31, 2004

any instrument that does not have a quoted market price in an active market and whose fair value cannot 

The difference between the sale and repurchase considerations is recognised on an accrual basis 

Final Accounts for Year ended 31 December 2004viii
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December 31, 2004

inter alia

best estimates and the discount rate is a market related rate at the balance sheet date for an instrument 

Gains and losses arising from a change in the fair value of available-for-sale assets are recognised directly 

Final Accounts for Year ended 31 December 2004 ix
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December 31, 2004

expected cost of vacation leave that accumulates is recognised when the employee becomes entitled to the 

are a percentage of the members’ salaries; the percentage is determined by the scheme’s actuaries using the 
aggregate actuarial cost

discount rate is determined by reference to the yield at the balance sheet date on long-term government bonds 

the projected unit credit method

employees is recognised as an expense in the statement of income and expenses on a straight-line basis over 

To the extent that any cumulative unrecognised actuarial gain or loss exceeds ten percent of the greater of the 

the statement of income and expenses over the expected average remaining working lives of the employees 

Final Accounts for Year ended 31 December 2004 xi
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December 31, 2004

unrecognised actuarial losses and past service costs and the present value of any future refunds from the plan 
or reductions in future contributions

  The carrying amounts of the Bank’s assets are reviewed at each balance sheet date to determine whether there is 

The recoverable amount of loans receivable is determined as indicated in accounting policy note 

The recoverable amount of the Bank’s investment in originated securities and other assets is calculated as 

Final Accounts for Year ended 31 December 2004xii
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December 31, 2004

Cash resources
    2004 2003

Current accounts with local banks
    

Foreign currency denominated investments
  2004 2003

Barbados Government bond

    

Local currency denominated investments
  2004 2003

   

  

   
   

Final Accounts for Year ended 31 December 2004 xiii
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December 31, 2004

  2004 2003

          -

  2004 2003

            -
Balance at end of year

was determined having regard to recent market transactions for similar properties in the same location as the Bank’s 

    2004 2003 holding statements (

        - 10
   

for the purpose of promoting the development of a money market or securities market in Jamaica or of improving the 

Final Accounts for Year ended 31 December 2004xiv
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   Movements during the year

      2003   Losses to expenses   2004

Expenditure on behalf

  Payment of exchange
    losses and interest on
      foreign liabilities

  due from Consolidated Fund (                -           - (

   (

and

Final Accounts for Year ended 31 December 2004 xv
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December 31, 2004

  land and Leasehold plant and Motor Work-in-
  buildings property equipment vehicles progress Total

               -          -              - (             - (

        -              -              -           - 
  

  Eliminated on
     disposals              -        -            - (          - (

841 -

   424

2004 2003 2004 2003

Present value of unfunded pension

Unrecognised assets due to limitation              -              - 

Final Accounts for Year ended 31 December 2004xvi
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December 31, 2004

2004 2003 2004 2003

statement of income and expenses (

2004 2003 2004 2003

Past service costs       -     -
Total included in staff costs (

  

2004 2003

valuation disclosed that for the scheme to take over these supplemental payments currently being paid by 

Final Accounts for Year ended 31 December 2004 xvii
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18

December 31, 2004

    2004 2003

    

    2004 2003

Coins   
    

inter alia

  2004 2003

Jamaica dollar deposits

Final Accounts for Year ended 31 December 2004xviii
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December 31, 2004

  2004 2003

  2004 2003
   

  

  2004 2003
   

   

Final Accounts for Year ended 31 December 2004 xix
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December 31, 2004

  2004 2003

          -

Foreign liabilities
  2004 2003

Unsettled balances on bilateral accounts for Caricom trade
    

  2004 2003

   

  2004 2003

  Provisions used during the year (
Balance at end of year

Final Accounts for Year ended 31 December 2004xx
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December 31, 2004

charged;

  2004 2003

  

Foreign exchange gain
  2004 2003

  assets and liabilities and realised gain on settlement 

Exchange loss on purchases and sales of foreign currency (
  

Final Accounts for Year ended 31 December 2004 xxi
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December 31, 2004

Employee numbers and costs 

  2004 2003

   

  2004 2003

Payments for redundancies 62

Capital commitments

  2004 2003

  

Contingent liabilities

Final Accounts for Year ended 31 December 2004xxii
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December 31, 2004

2 Financial instruments

The fair value of foreign and local currencies denominated investments is assumed to be equal to the estimated 

2004 2003

Foreign currency liabilities (

2004 2003

Final Accounts for Year ended 31 December 2004 xxiii
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Financial instruments (cont’d

2004

3 months 12 months 12 months after notice sensitive Total average

Foreign currency denominated

Local currency denominated

                -               -                   -
Total assets

Liabilities

Jamaica dollar equivalent of

Capital and reserves            -            -      -       -     -
Total liabilities

Cumulative gap (          -           -    -

Final Accounts for Year ended 31 December 2004xxiv
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December 31, 2004

Financial instruments (cont’d

2003

3 months 12 months 12 months after notice sensitive Total average

Foreign currency denominated

Local currency denominated

                -               -                -
Total assets

Liabilities

Jamaica dollar equivalent of

Capital and reserves                 -                 -               -                 -         -
Total liabilities

Cumulative gap (                   -                   -          -

Credit risk in the foreign currency investment portfolio is managed by restricting the holdings of investments 

Final Accounts for Year ended 31 December 2004 xxv
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December 31, 2004

2 Financial instruments 

2004 2003

  Current credit exposure is the amount of loss that the Bank would suffer if every counterparty to which 
the Bank was exposed were to default at once; this is represented substantially by the carrying amount of 

Final Accounts for Year ended 31 December 2004xxvi
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December 31, 2004

Financial instruments 

Market risk on the Bank’s local asset portfolio of investments is minimised by restricting investments to 

the availability of funding through an adequate amount of committed standby credit facilities to meet 

the availability of liquid foreign resources to sell to the Government of Jamaica and its agencies to repay 

Maintaining a portion of its foreign assets in cash or near cash as precautionary funds to meet 

Final Accounts for Year ended 31 December 2004 xxvii


