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Background

In order to meet its core mandate to maintain monetary and financial stability, Bank of Jamaica (BOJ) seeks
to assess a wide set of data on credit market conditions. In this regard, the BOJ's Quarterly Credit
Conditions Survey (QCCS) broadens the range of credit statistics used in the analysis of inflation and to
determine the risks to growth in private sector credit. The survey is conducted online on a quarterly basis
among commercial banks, building societies, near banks, credit unions and development banks. It is
designed to elicit qualitative information on changes in the demand and supply of credit to various types
of businesses as well as individuals. The QCCS explores the main factors underpinning these reported
changes, including price and non-price lending terms and other credit market developments.

The results presented in this report are based on the credit conditions indices constructed from the results
of the surveys. Each credit conditions index (credit demand or credit availability index) is a single metric
used to assess overall changes in demand for credit from households and businesses or the amount of
credit made available to households and businesses. The credit conditions indices range from 0 to 200. An
index less than 100 indicates a decline in the particular variable whereas an index greater than 100
indicates an increase in the variable in question (see Glossary for more information). The interest rates
presented in this report are based on weighted average interest rates reported by the respondents of the
survey.

This report presents the results of the June 2017 survey which was conducted during the period 17 July
and 10 August 2017.

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

Surveys Completed by Each Institution

No. of survey Number of Surveys Completed by Each Institution
respondents | Personal Loar|s  jicro Small Businesses pedium-sized J39€: Corporat
. . & Commercial
Businesses Businesses .
Businesses
Commercial Banlfs 6 6 6 6 6 6
Building Societies 3 3 3 3 3 3
Near Banks 2 2 2 2 2 2
Credit Unions 9 9 9 9 9 9
Public Entity 1 1 1 1 1 1
Total 21 21 21 21 21 21

© Copyright 2017. Bank of Jamaica
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Bank of Jamaica Credit Conditions Survey

June 2017 Quarter

Overview

The Jamaican economy contracted by 0.1 per cent
in the June 2017 quarter. The fall was mainly
attributed to a decline of 3.3 per cent in the goods
producing industries, particularly the Agriculture,
Forestry& Fishingand the Mining & Quarrying
industries. Annual inflation was 4.4 per cent at
end-June 2017, relative to 4.1 per cent at end-
March 2017 and 2.5 per the
corresponding period in 2016.

cent for

With respect to monetary policy developments,
Bank of Jamaica relaxed its monetary policy stance
during the June 2017 quarter. The Bank reduced
the rate payable on its overnight and 30-day
Certificates of Deposit (CDs) by 25 basis points to
3.75 per cent and 4.75 per cent, respectively.
Correspondingly, the standard interest rate on the
overnight Standing Liquidity Facility (SLF) was also
lowered by 25 basis points (bps) to 6.75 per cent,
thus maintaining the width of the interest rate
corridor at 3.0 percentage points (pps) between
the overnight lending rate and the overnight
deposit rate. The policy action was informed by
the Bank’s assessment that inflation for
FY2017/18 will be within BOJ’s target range of 4.0
per cent to 6.0 per cent and was consistent with
the Government’s strong commitment to fiscal
consolidation. During the quarter, the Bank also
effected a further increase to the foreign currency
reserve requirement ratio by 1.0 pp to 15.0 per
cent with the aim of reducing the incentive to hold
foreign currency liabilities.

In the context of the foregoing, overall credit

conditions eased marginally during the June 2017
quarter, at a more moderate pace than was

© Copyright 2017. Bank of Jamaica

anticipated and the outturn observed in the
previous quarter (see Figue 1).

Figurel: Index of Credit Market Conditions
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Lenders reported that the easing in credit market
conditions continued to reflect improvements in
lending policies for both secured and unsecured
loans in an effort to increase their market share in
a more competitive market while maintaining the
quality of their loan portfolios. The easing in
secured loan conditions was evident in a reduction
in interest ratesand feesand an increase in credit
linesand repayment period For unsecured loans,
the easing in lending policies was evidenced by
reductions in interest rates for nonccredit card
loans, a decline in the minimum balance repaid
and increases in credit cardlimits. The impact of
this easing was however partially offset by an
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increase in fees(see Appendix A: Figures 16nd
17).

For the September 2017 quarter, continued easing
in credit conditions is expected, albeit at a slower
pace, relative to the June 2017 quarter.

Credit Supply

The overall Credit Supply Index (CSI) moderated to
1022 for the June 2017 quarter from 103.8in the
previous quarter (see Figure 2. This moderation
was primarily due to a slowdown in the growth in
credit supply to business, particularly micro and
small businesses, relative to the previous quarter.
Institutions’ willingness to provide credit during
the quarter continued to be driven by their
economic outlook, market share objectives and
competition (see Appendix A: Figurd ).

For the review quarter, the growth in the
availability of local currency credit to individuals
accelerated relative to the previous quarter, while
there was a sharp reduction in the growth rate of
local currency credit supplied to businesses, in
particular, micro firms. The pace of expansion in
the supply of foreign currency credit was relatively
similar to that reported in the previous quarter.

The proportion of credit allocated to businesses
and individuals remained unchanged during the
June 2017 quarter, relative to the previous
quarter. Credit to individuals accounted for 52 per
cent of the total (see Figure 3. With regard to
businesses, there was a redistribution of credit
made available to large and medium-sized firms
from micro and small firms.

© Copyright 2017. Bank of Jamaica
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Figure2: Components of Credit Supply
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Figure3: Distribution of Private Sector Credit
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For the September 2017 quarter, lenders plan to
increase the amount of credit made available to
prospective borrowers, especially for businesses
(see Figure 2 and Appendix A: Table).6This
outlook is premised on creditors’ plans to maintain
or increase market share in the context of new

! Figure 3 shows the distribution of credit between
households and businesses. Credit to businesses is further
© Copyright 2017. Bank of Jamaica
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entrants in the banking sector. The increased
supply is expected across all business sizes for
most economic sectors.

CreditDemand

Growth in credit demand, as measured by the
Credit Demand Index (CDI), increased at a faster
pace relative to the March 2017 quarter (see
Figure 4. This expansion in credit demand was
reflected in an increase in the CDI to 105.3 from
101.5in the previous quarter and was related to
increased demand for personal loans (see
Appendix A: Table 6 Lenders reported that the
increased demand for these loans was a reflection
of borrowers’ positive economic outlook.

Figured: Components of Credit Demand
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disaggregated to show total business loans distributed to
firms of various sizes.
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There continued to be an overall sluggish
expansion in the demand for local currency
business loans. There was, however, increased
demand related to the Professional
Services, Constructiand Transportatiorsectors.
Notwithstanding, this was partially offset by a
contraction in the demand for credit from the
Agriculture& FishingManufacturing, Tourismand
Entertainmentsectors. The demand for foreign
currency credit remained relatively unchanged
from the previous quarter as strong demand from
the ConstructionTourismand Distributionsectors
was offset by a contraction in demand for loans
from the Mining & Quarryingand Entertainment
reported that
remained sensitive to interest rates and cited that

sectors. Lenders borrowers
the stability in the exchange rate in the month of
June drove foreign currency earners to increase
their demand for foreign currency loans to help

offset their local currency liquidity challenges.

Credit demand continued to be driven by factors

such as increased business activities, loan
promotional activities, lower interest rates and
developments in various economic sectors (see
Appendix Figure B).?

For the September 2017 quarter, lenders
indicated that they are anticipating an uptick in
the demand for credit demand from both
The CDI
consequently projected to rise to 112.7 from

105.3

individuals and businesses. is

2 Developments in one or more economic sectors refers to
the extent of credit demand associated with technological or
market developments, foreign and/or local investments
and/or other business activities in one or more economic
sectors.

© Copyright 2017. Bank of Jamaica
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Price of Credit

Based on the survey responses, average indicative

interest rates on new local currency loans

increasedby approximately 16 basis points (bps)
to 13.92 per cent during the review quarter,

relative to the previous quarter. This reflected

increases of 15 bps and 19 bpsin rates for

businesses and individuals, respectively. The
increase in rates was associated with reported
changes in lenders’ risk appetite as well as their
economic outlook for specific sectors (see Table

1).

In contrast, the indicativeaverage interest rate on
new foreign currency loans declined by 30 bpsto
7.43 per cent

For the September 2017 quarter, lenders reported
that they plan to increase the price of credit on
new local and foreign currency loans to businesses
by 103bpsand 42 bpsto 14.95 per centand 7.86
per cent respectively. However, they indicated
that there is a planned reduction of 9 bpsin the
interest rate on personal loans to 17.85per cent?

3 Note that the projected rates are usually higher than
transaction rates as lenders generally resort to quoting their
posted rates.
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Tablel: Overall Weighted Average Lending Rates on
Local and Foreign Currency Loans

March 2017 June 2017
Survey Survey

Mar-17  Jun-17*| Jun-17 Sep-17*

Local Currency (LC)

Loans

Business loans 12.76 14.38| 12.92 14.23
Personal loans 17.75 17.48| 17.94 17.85
Reference rate 8.02 7.82 | 13.23 13.56

Average LC rates 13.76 15.00| 13.92 14.95

Foreign Currency (F

Loans
Business loans 7.73 7.94 7.43 7.86
Reference rate 7.81 8.11 7.78 7.77

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

© Copyright 2017. Bank of Jamaica
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Personal Lendg

Credit Conditions

Overall lending conditions for personal loans
continued to improve in the June 2017 quarter,
which was evidenced by the index of 102.6 (see
Figure 5) This improvement, which primarily
reflected improvements in the credit conditions for
secured personal loans, stemmed from lower
overall interest ratesfees higher maximum loan to
value ratiosand an increase in the maximum
repayment periods on loang€reditors remained
confident about the overall economy and indicated
that the risks associated with lending to households
had declined.

For the September 2017 quarter, lending
conditions are expected to ease moderately for
both secured and unsecured personal loans. This
moderation reflects plans by some lenders to
impose higher fees and to reduce their loan to
value and debt service ratios.

Credit Supply

The share of credit made available for personal
relative to the
previous quarter and accounted for 52.0 per cent
of the total credit supplied (see Figure3). For the
June 2017 quarter, the supply of all categories of
personal loans expanded, when compared to the

reasons remained unchanged

previous quarter, with the exception of credit
cards.

© Copyright 2017. Bank of Jamaica

Figure5: Credit Conditions for Personal Lending
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Lenders stated that changes in competition, market
share objectives and changes in their risk tolerance
towards individuals, continued to be important
factors fuelling the increased availability of loans.

For the September 2017 quarter, credit supply is
expected to expand at a slower rate compared with
the pace of expansion in the June 2017 quarter (see
Appendix A: Table 6 and Figu6 Lenders plan to
reduce loans made available for motor vehicles and
real estate purposes.
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Figure6: Availability of Credit for Personal Lending
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Credit Demand

There was a noticeable increase in the growth in
demand for personal credit in the review quarter,
relative to the previous quarter. The CDI increased
to 112.5from 101.6in the previous quarter, with
increased demand observed across all loan types,
with the exception of other secured loansnd debt
consolidation(see Figure 7and Appendix A: Table
6).

Creditors highlighted that important drivers of
demand in the review quarter included an increase
in loan promotional activities and a reduction in
interest rates.

For the September 2017 quarter, demand for
personal credit is anticipated to remain robust

mainly through continued easing in lending

© Copyright 2017. Bank of Jamaica
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conditions on other personal unsecured loansnd
credit cards

Figure7: Demand for Personaldns
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Price of Credit

Average indicative loan rates on new personal
loans offered by participating institutions increased
for the review period to 17.94 per centfrom 17.75
percentin the previous survey. This was also higher
than the expected average rate of 17.5 per cent
However, higher rates were only evident for credit
cards and other unsecured personal loans (see
Figure §. This
influenced by one lender who continued to report

outturn was predominantly
that liquidity challenges induced the institution to
place more focus on credit caréd and other
unsecuredoans which attracted higher rates.



Y

/'F_‘
K
."‘5"% \'w
3 438
\\\_/
11
Bank of Jamaica Credit Conditions Survey 8

Interest rates on personal loans are expected to be
higher for the September 2017 quarter. Much of
this increase is expected to be reflected in planned
increases in the interest rates on motor vehicle
loans and credit cards.

© Copyright 2017. Bank of Jamaica

June 2017 Quarter

Figure8: Interest Rates on Personal Loans
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Micro Business Lending

Credit Conditions

For the June 2017 quarter, the overall credit terms
faced by micro-businesses were relatively
unchanged in comparison to the previous quarter
(see Figure 9). The overall index moderated to
100.1from 1004 and primarily reflected a slight
easing in the overall loan terms to micro
businesses. For unsecured loans, the marginal
easing emanated from a reduction in fees by one

institution.
For the September quarter, credit conditions are
expected to remain unchanged relative to the

June 2017 quarter.

Figure9: Credit Conditions for MiecsizedBusinesses
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CreditSupply

Consistent with the sluggish easing in credit terms,
the supply of credit made available to micro firms
contracted during the quarter. The CSI for the
review quarter fell to 94.4 from 100.2 in the
previous quarter. The significant contraction in
supply was evident in local currency loans for most
economic sectors, with exceptions in sectors such
as Professiona& Other Servicgand Construction
and Land Development

For the next quarter, lenders reported that they
expect an increase in credit made available to
micro businesses. The CSl is projected to increase
from 94.4 to 109.5as a major creditor plans to
augment local currency credit made available to
micro businesses.

CreditDemand

Consistent with the contraction in supply, the
overall credit demanded by micro businesses also
contracted for the period. However, sectors such
Castrudion and Land Development,
Professional & Other Servicend Transportation
continued to show strong demand for local

as

currency loans. Foreign currency loans were
muted for the review period.

For the September 2017 quarter, the overall
demand for credit by micro firms is expected to
expand drastically relative to the previous quarter.
Increased demand is expected to emanate from all
economic sectors with the exception of Electricity
Gas & Water

Price of Credit
The average indicative interest rates on local
currency loans to micro businesses increased by
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21 bpsto 20.90 per centduring the quarter (see
Table?2). Despite the overall increase, there were
declines in interest rates on loans to the
Construction Transportation Tourism and

Distributionsectors.

With respect to rates on foreign currency loans to
micro businesses, there was a reduction of 90 bps
to 9.15 per centfor the quarter. This reduction
was largely observed in interest rates on loans to
the Professional & Other Servicesctor, as the
other relevant sectors recorded higher rates for
the quarter.

For the September 2017 quarter, average interest
rates on local currency loans are expected to
increase for all economic sectors with the
exception of Distribution and Transportation
Average rates on foreign currency loans to micro
businesses are expected to increase slightly.

© Copyright 2017. Bank of Jamaica
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Table2; Interest Rates on Loaaid ForeigiCurrency
Loansto MicraesizedBusinesses

Local Currency Foreign Currency
March 2017 |  June 2017 March 2017 June 2017
Survey Survey Survey Survey
Mar-17Jun-17fJun-17 Sep-17fMar-17 Jun-17t Jun-17 Sep-17
Agriculure & | 51 01 2552| 2329 2540| na 958 | na 909
Fishing
construction & | g 15 95 15| 1760 2500| na 958 | na 909
Land Developme|
Distribution 26.76 23.32| 25.82 25.00| 6.25 9.58 | 10.00 9.09
Electricity Gas& | 1755 95.15| 1877 2500 na 958 | na  9.09
Water
Entertainment 19.39 24.06( 20.69 25.40| n.a 958 | na 9.09
Manufacturing | 20.83 25.52| 21.65 25.00f na 958 | na 9.09
Mining & 2165 25.15| 21.65 2500/ na 958 | na  9.09
Quarrying
Professional & 1 15 »7 9335| 1643 2317| 1575 958 | 958  9.09
Other Services
Tourism 2054 2552 1991 25.40| 813 958 | 850 9.09
Transport, Storag
& Communicatior] 25.79 23.32| 23.22 23.17| na 958 | 850 9.09
Average Rate 20.69 24.60| 2090 24.75| 10.04 958 | 9.15 9.09
1. The asterisks (*) represent expectations provided by th
respondents
2. b2GS GKIG ay ol ¢ AYRAOIFGSa GKI G

businesses within those sectors for the review quarter.
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Small Business Lending

Credit Conditions

There was a marginal easing in credit conditions
for small business enterprises for the June 2017
quarter. The index moderated to 100.1from 104.3
in the previous quarter reflecting tighter lending
policies applied to both secured and unsecured
loans (see Figurel0). Lenders reported that these
more restrictive credit terms were in response to
the absence of financial statements for some small
firms, which prevented some lenders from
qguantifying their credit risk exposure to these

businesses.

Credit terms for small businesses are expected to
tighten further in the September 2017 quarter as
some institutions plan to increase interest rates on
this is
expected to be partly offset by an increase in the

loans to these businesses. However,

maximum loan to value ratio.

Credit Supply

Credit to small businesses as a share of total credit
fell to 8.1 per centfor the June quarter, relative to
10.8per centin the previous quarter.

In this context, the CSI for the June 2017 quarter
declined to 99.9 from 1006 in the previous
quarter, indicating that the supply of credit fell for
the quarter. There was an overall moderation in
supply directed to most sectors, most notably in
local to the

and foreign loans

Constructiorsector.

currency

For the September 2017 quarter, the CSI for small
businesses is expected to increase to 101.7, which
reflects an anticipated increase in local currency

© Copyright 2017. Bank of Jamaica

credit to the Tourismand Professional&k Other
Servicesectors.

FigurelQ Credit Conditions for Small Businesses
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Credit Demand

Credit demand by small businesses increased for
the June 2017 quarter relative to the March 2017
quarter. The CDI increased to 101.1from 92.6in
the previous quarter. The demand was mainly
reflected in local currency loans directed to all
Agriculture
Increased demand for foreign loans was reported
for the Agriculturesector.

economic  sectors, excluding
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For the September 2017 quarter, the demand for and foreign currency loans to 13.12 per centand

local and foreign currency loans by small 8.11 per cent respectively.
businesses is expected to remain relatively

unchanged compared to the June 2017 quarter.
Table3: Interest Rates ddewlLocal and Foreign

Price of Credit CurrencyLoansto Small Businesses

For the review period, the indicative weighted Local Currency Foreign Curtency
average lending rate on new local currency loans March 2017 Surve June 2017 Survel MM 20871y 0017 sumw
to small businesses increased to 12.23 per cent Suney

Mar-17 Jun-17* Jun-17 Sep-17* Mar-17 Jun-171 Jun-17 Sep-17

from 1167 per cent This was, however, lower Agriculture &

o 1065 1328 | 1105 1286 | 690 811 | 680 7.85
than the expected rate of 13.61per centreported Fishing

. . Construction &
in the March 2017 survey (see Table 3. Similarly, Land 148 1125| 1191 1353 | 690 798| 755 821
the weighted average interest rate on foreign Development
currency denominated loans increased by g:;n;r]r%/iﬁg 1283 1485 | 1348 1353 | 690 819| 755 835
approximately 19 basis pointsto 7.44 per cent Entertainment| 1127 1435 | 1404 1286 | na 819 | na 828
These increases in the average rates, masked Distibution | 1270 1398 | 1213 1265 | 668 834 | 787 799
lower rates on local currency loans to the Electicity Gas

. o . 946 1398 | 1270 1311| 690 815| 680 813
Transportation Distribution Manufacturing and Water

Professional & Other Servicesctors. With L";?:;if;ﬁg?g 1286 1326 1142 1276 | 690 798| 720 785
1181 1359 | 1146 1348 | 985 815| 843 828

respect to foreign currency loans, lower rates Other Services
were observed for the Electricity Gas & Wateand Tourism 1018 1435 1154 1298 | 731 819\ 737 7.9
. . Transport,
Professional & Other Servicestors. Storage& | 1343 1326 | 1257 1348 | 690 798| 737 813
Communicatio

Averagerate | 1167 1361 1223 1312 | 725 812 744 811
The asterisks (*) represent expectations provided by the respondents.

b23S8S GKIFG ay ol ¢ AdidRdt BridioShaisindsses & ONB RA
within those sectors for the review quarter.

For the September 2017 quarter, lenders reported

a planned increase in interest rates on new local

© Copyright 2017. Bank of Jamaica
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MediursSized Busmess Lending

Credit Conditions

Lending conditions faced by medium-sized
enterprises in the June 2017 quarter improved
appreciably. This improvement was reflected in an
easing in credit terms applied to both secured and
unsecured loans as some creditors reduced
interest rates and fees. In this context, the overall
index of credit conditions to medium-sized
business was 106.7 for the quarter, compared
with 108.7in the previous quarter (see Figurell).

For the September 2017 quarter, improvementsin
credit terms for medium-sized businesses are
anticipated to be more moderate as most
institutions reported a planned increase in rates
applicable to secured loans and stronger loan
monitoring requirements.

Credit Supply

Growth in the availability of credit to medium-
sized firms for the June 2017 quarter moderated
relative to the March 2017 quarter. This was
evidenced by a reduction in the CSl to 100.9from
101.9in the previous quarter. However, lenders
reported an increase in the supply of local
currency credit to the Manufacturing
Transportationand Distributionsectors while, for
foreign currency loans, supply increases were
evident for the Agriculture & FishingMining and
Quarryingand Manufacturingsectors.

Lenders cited that market share objectives,
changes in competition, as well as changes in the
economic outlook, continued to be important
factors influencing the supply of credit in the
quarter.

© Copyright 2017. Bank of Jamaica

For the September 2017 quarter, the CSI for
medium-sized businesses is expected to fall
marginally to 100.5due to an expected increase in
interest rates on foreign currency denominated
loans.

Figurell Credit Conditions for Mediwized
Businesses

115

September

7 2017
110 -

Forecast

105 4

100

95

Credit Conditions Index

90 -

85

A P IR P SIS S SRR
O e o & el o F N o F 5\3‘\ Q,Q

e=fr—= Overall Credit terms
Secured credit

Unsecured credit

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

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

Credit Demand

Demand for loans by medium-sized firms
increased at a slower pace relative to the previous
quarter. The CDI moderated to 100.7from 110.6
in the previous quarter as creditors reported that
demand from most sectors remained relatively
unchanged. Of note, the demand for local
currency loans increased at a slower pace, while
there was a contraction in the demand for foreign
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Price of Credit

Consistent with the improvement in credit terms
for medium-sized firms, the indicative weighted
average lending rate on new local currency loans

currency loans (see Figure 12. Despite the
sluggish expansion, there was relatively strong
demand for local loans from the
Manufacturing Distributionand Professional and
Other Servicesactors.

currency

to medium-sized businesses declined by 10 bpsto
9.77 per cent during the review period. This
outturn was lower than expected and mainly
reflected lower rates on loans for Construction &
LandDevelopments well as Professional & Other
Services(see Table 4. However, the average
lending rate on foreign currency loans to medium-
sized firms increased by 10 bpsto 6.94 per cent
for the review quarter, which was evident across

For the September 2017 quarter, an increase in
the CDI is anticipated for local currency loans
while no noticeable change in demand for foreign
currency loans is expected.

Figurel2 CreditDemanded by MediusizedBusinesses

Credit Demand Index
most sectors.

Entertainment

Lenders indicated that the average interest rate

Hactrichy on new local currency credit is expected to remain

Professional stable for the September 2017 quarter. However,

lenders plan to charge higher rates on foreign

Distribution currency loans to most sectors, which should
Tourism average 7.20 per cent representing an increase of
26 bpsrelative to the June 2017 quarter.
Transport

Construction

Manufacturing
Mining M
[
Agriculture B P
—
90 120
& USD: Sep-17* W USD:Jun-17 & JMD: Sep-17*  [@JMD: Jun-17

1. Anindex less than 100 indicates a reduction in the Credit
availability while an index greater than 100 indicates an increase.
2. The asterisks (*) represent forward looking expectations
provided by the respondents.
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Tabled: Interest Rates on tal and Foreign Currency

Loans to Mediursized Businesses

Local Currency

Foreign Currency

March 2017 Surv

June 2017 Surve

March 2017
Survey

June 2017 Survi

Mar-17 Jun-17¥

Jun-17 Sep-174

Mar-17 Jun-17

Jun-17 Sep-17

Agiculure & | g 6e 1053|950 950 | 677 652| 670 7.25
Fishing

Construction &|

Land 1191 10.87| 1027 1027| 677 652 | 7.00 755
Development

Distibution | 9.95 10.79| 973 973 | 7.16 652 | 727 7.05
Blectricy G251 g09  1015| 950 950 | 677 652| 7.15 7.05
Water

Entertainment | 9.34 10.01| 925 925 | 6.77 652 | 6.70 7.25
Manufacturing| 9.45 10.26 | 1007 10.07| 677 652 | 670 7.05
Mining & 1014 10.80| 10.63 1063| 6.77 652| 7.20 755
Quarrying

Professional & 1 16 1017 970 970 | 677 652| 715 7.5
Other Services,

Tourism 953 1013| 954 954 | 7.08 690| 670 7.3
Transport,

Storage & 947 1020| 956 956 | 677 652| 671 6.85
Communicatio

Average Rate | 9.87 | 10.36] 9.77 | 9.77 | 6.84] 656 | 6.94] 7.20
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Large Corporations and Commercial Lending

Credit Conditions

Lending conditions to large businesses remained
broadly unchanged in the review quarter. The
overall credit terms index increased to 100.0from
99.2(see Figure 13. There was an easing in credit
terms applied to secured loans reflecting a
reduction in interest rates and an increase in
maximum credit lines. The impact of this was,
however, offset by an increase in fees and interest
rates on non-credit card loans.

For the September 2017 quarter, credit conditions
are expected to ease marginally as the index is
anticipated to increase to 100.5 largely owing to
a reduction in interest rates on secured loans.

Credit Supply

In the context of the stability in the price and non-
price credit terms facing large businesses, the
amount of credit made available to large
businesses continued to expand, albeit at a slower
pace than the previous quarter. This was reflected
in a CSI of 109.2for the quarter, relative to 112.1
in the previous quarter (see Figure 14. The
expansion emanated from growth in the supply of
both local and foreign currency loans, largely
concentrated in the Manufacturing Distribution
and Tourismsectors. However, this was partially
offset by a contraction in credit made available to
the Construction & Land Developmeattor. The
expansion continued to reflect positive changes in
lenders’ risk appetite as well as an improvement in
lenders’ economic outlook.

For the September 2017 quarter, lenders plan to
augment credit availability to large businesses but
at a slower pace than what was observed in the

© Copyright 2017. Bank of Jamaica

June 2017 quarter. A CSI of 107.9is expected,
which represents a moderation from 109.2 in the
review quarter. This moderation in the index
reflects an anticipated contraction in the supply of
local currency loans to the Mining & Quarrying
sector.

Figurel3 CreditConditions for Large Businesses
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1. Indices above 100 indicate easing of credit market conditions
while indices below 100 indicate tightening of market conditions
2. The asterisks (*) represent forward looking expectations
provided by the respondents.

Credit Demand

The demand for credit increased in the June 2017
guarter and was reflected in both local and foreign
currency credit. The CDI rose to 109.1from 103.5
in the previous quarter. This outturn mainly
reflected increased demand for credit from the
Construction & Land Development sector. Of note,
demand for credit to finance developments in the
Manufacturing, Transport, Storage &
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Communication and the Professional & Other Price of Credit
Servicesectors continued to decline (see Figure  For the review quarter, indicative lending rates on
15). The demand by large businesses for both new local currency loans to large corporations
secured and unsecured loans continued to be declined by 8 bps to 8.75 per cent Similarly,
influenced by important factors such as changes in foreign currency rates declined by 45 bps to 6.36
business activities, lower interest rates and per cent(see Table 3. The lower rates on local
reductions in macroeconomic risks. and foreign currency loans were evident across
most economic sectors.
Figurel4 Availability of Credibt_arge Businesses
For the September 2017 quarter, interest rates for
Entertainment both local and foreign currency new loans are
Flecticly expected to increase to 9.27 per centind 7.03 per
_ cent, respectively. The anticipated rate increase
Professional .
is expected across most sectors.
Distribution
Tourism Figurel5 Credit Demanded hparge Businesses
Transport
Construction Entertainment
Manufacturing Electricity
Mining Professional HF
Agriculture . Distribution
I T T T T T T 1
Tourism
90 100 110 120 130 140 150 160 5
MIND: Jun-17 MUSD: Jun-17 B IMD: Sep-17¢ & USD: Sep-17€CS Transport ]
Construction
1. An index less than 100 indicates a reduction in the Credit availability Manufacturing
while an index greater than 100 indicates an increase. Minin — -
2. The asterisks (*) represent forward looking expectations provided g —
by the repondents. Agricu|ture
80 90 100 110 120 130 140 150 (L,GB\

For the September 2017 quarter, growth in the
demand for credit by large firms is expected to MJMD: Jun-17 MUSD: Jun-17 E4IMD: Sep-17* & USD: Sep-17*
moderate relative to the June 2017 quarter as the
CDI is expected to fall to 107.9 (see Figure 15.

This moderation is underpinned by the anticipated

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

. . 2. The asterisks (*) represent forward looking expectations provided
softening in local currency demand from the by the respondents.

Tourism, Electricitynd Constructiorsectors.
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Table5: InteestRates on Local and Foreign Currency
Loans to Large Businesses

Local Currency Foreign Currency

March 2017 Survey  June 2017 Survey| March 2017 Survey  June 2017 Survey

Mar-17  Jun-17*| Jun-17 ~ Sep-17*| Mar-17 Jun-17¢[ Jun-17  Sep-17*

Aeutuiel | go8 o0 | 850 915 | 723 745 | 55 103
Fishing

ConsIuctond | g2, 08 | 935 96l | 677 766 | 620 764
Land Developmen

Diwbuion | 94 928 | 92 954 | 68 U7 | 6% 12
BlciclyGest | g1 gog | 850 938 | 660 768 | 75 766
Water

Entertainment 853 915 | 88 938 | 693 783 | 637 128
Manufacturing 877 936 | 871 946 | 660 745 | 591 588

Mning & Quarrying 853 890 | 850 938 | 660 758 | 637 7.3

Possonal& | g3 g4y | B 880 | 699 746 | 640 702
Other Services

Tourism 859 914 | 859 880 | 645 687 | 633 643
Transport, Storage
&Communication| 890 885 | 850 920 | 710 796 | 637 712

mverageRate | 883 | 894 | 875 | 927 [ 68t | 750 | 636 | 703

1. The asterisks (*) represent expectations provided by the
respondents.
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Appendix A: Overall Credit Market Conditions

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

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

60
100.00
Easing .
=0 Easing
40
30 50.00
20
=}
=
= . gup .
pop S5 TN HEE N o == == =
0 —_— S S
— — —
-10
20 Tightening
-50.00 Tightening
30 Jun-15  Sep-15  Dec-15  Jun-16  Sep-16  Dec-16  Mar-17  Jun-17  Sep-17*
Jun-15  Sep-15 Dec-15 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17* B Max. debt service ratio B Max. size of credit lines
B Interest rates B Fees Applicable to Secured Lozns B Max. Rpymt. period on unsecured loans M Loan covenants
B Maximum Loan-to-Value ratio B Maximum Debt Service ratio i Fees Appl. to Unsecured Loans B Int. rates on non-C/Card Loans
B Maximum repayment period on loans B Collateral Requirements B Loan monitoring requirements B Min. prop. of Bal. Repaid
B Maximum size of credit lines M Loan covenants
M Loan monitoring requirements 1. Bars above the zero line represent factors that would have contributed to an easing in credit

conditions vhile bars below the line would have contributed to a tightening in credit
1. Bars above the zero line represent factors that would have contributed to an easing in credit conditions for the quarter.
conditions while bars below the line would have contributed to a tightening in credit condition®2. Indices for the September quarter are computed based on forward looking expectations
for the quarter. provided by respondents
2. Indices for the September quarter are qarred based on forward looking expectations
provided by respondents.
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Table6: Componets of Credit Demand and Supply Indices Figurel8 Drivers of th&upply of Credit
June 2016 Survey | March 2017 Survey | June 2017 Survey Factors Affecting Loan Supply

Credit Supply Indices Jun-16  Sep-16* | Mar-17  Jun-17* | Jun-17 Sep-17* 100%

Credit Supply Index (CSI) 103.8 102.8 103.8 105.0 102.2 103.8 80%

Credit to Businesses 103.5 102.2 103.7 104.0 101.1 104.5 I

Credit to Individuals 1044 1041 | 1038  107.0 | 1045  102.4 0%

Local Currency Credit 104.4 98.5 104.2 104.2 102.3 106.8 0%

Foreign Currency Credit 105.2 109.6 102.8 103.8 102.1 109.0
20%

Credit Demand Indices Jun-16  Sep-16* | Mar-17  Jun-17* | Jun-17  Sep-17*

Credit Demand Index (CDI)| 111.9 109.3 101.5 106.8 105.3 112.7 0% . . ] . [ ] [ ] = ] [ | u—)

Demand by Businesses 105.0 102.6 101.4 102.5 101.8 106.8 -20% — —

Demand by Individuals 125.6 122.7 101.6 115.4 112.5 124.4

Local Currency Credit 109.5 107.7 101.7 102.2 106.6 111.8 ~40%

Foreign Currency Credit 103.0 102.2 101.0 102.8 102.7 101.9 -60% ___

1. *Expectations for the upcoming quarter from the current survey.
2. Indices greater than 100 indicate an increase while indices less than 100 indicate -80%
decline. Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17*

m Changing cost/availability of funds ® Changing Economic Outlook
® Changes in economic sector-specific risks m Changesin appetite for risk
B Changes in competition H Changesin loan portfolio mix
m Market Share Objectives m Risks associated with lending to Hshlds & Indivs.

m Market pressures from capital markets
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Figurel9 Drivers of the Demand of Credit

Factors Affecting Demand for Unsecured Loans

. 100%
» Factors Affecting Demand for Secured Loans i
' 80%
60% 60%
40% 0%
20% 20%
10,
LR RN
-20%
-20%
-40%
-A0%
-60%
60% Jun15  Sep15  Dec-15 Mar16  Jun16  Sep16  Dec-16  Marl7  Jund7  Sep-17*
15 Sep15  Decd5  Mard6  Jund6 Sepl6 Dec:le Marl7 Jund7 o Sepd7F i Changels) in business activity B Change(s) in government policy
W Change(s| in business aciity  Changels) in govemment polcy B Change(s) in interest rates B Change(s) in macroeconomic risks
B Change(s) in interest rates B Change(s) in macroeconamic risks ) ) . -
, , o 1 Developments in one or more economic sectors 1 Loan Promotion Activities
1 Developments in one or more economic sectors 1 Loan Promotion Activities
B Other factors i Change(s) in personal income B Other factors W Change(s) in personal income

B Collateral Value
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Appendix BGlossaryand Definitions
Diffusion Index (DB- This is used to compute the various indices used in the report and is a method of
summarizing the common tendency of a group of statistical series. The DI value is calculated as:

00 (i ™ aizi0 ™ a0 2pmm

Where

ss = percentage of respondents selecting “substantially stronger” or “substantially tightened”
ms = percentage of respondents selecting “moderately stronger” or “moderately tightened”
sw = percentage of respondents selecting “substantially weaker” or “substantially eased”
mw = percentage of respondents selecting “moderately weaker” or “moderately eased

By construction, lenders who report that credit conditions have “changed substantially” are assigned
twice the score as those who report that the index has “changed moderately ”. The use of the fixed weight
(0.5) relating to the proportion of respondents selecting either moderately stronger or moderately weaker
distinguishes between the level of conviction in the respondents’ answers. The scores are then weighted
by the market share of the respondents. The diffusion index (Dl) is therefore the net percentage balance
of opinion, computed as the difference between the weighted balance of lenders reporting an increase in
the index and those reporting a decline.

The metric always ranges between -100 and +100. A negative DI indicates that the majority of the
respondents view the variable in question as declining/ easing, while a positive DI indicates that the
majority of the respondents view the variable in question as increasing/ tightening. An index of 100
indicates no change in the variable.

Credit Demand Index (CBihe average net balance of opinion of credit demand across firm sizes and
economic sectors.

600

VM IQ Q¢ & & dOdihE © "QQIi QA Q

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

© Copyright 2017. Bank of Jamaica
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Firms can either be classified by their loan size at origination or their annual turnover:

Classification Loan Size (at origination) Annual Sales/Turnover

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

Small Businesses USS$10,000 < Loan Size < US$100,000.00 < Sales < USS5.0
SUS100,000 million

Medium-sized Businesses | US$100,000 < Loan Size < US$1.0 USS5.0 million < Sales < US$25.0
million million

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

Commercial Businesses

The following are definitions of some of the credit terms discussed in the report:

1.

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

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

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

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

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