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Background

In order to meet its core mandate to maintain monetary and financial stability, Bank of JdB@idheeks
to assessa wide setof data on credit market conditionsIn this regard, theBOQ uarterly Credit

Conditions SurveyQCCShroaders the range of credit statistics used in the analysis of inflation anc
determine the risks to growth in private sector credit. The suigepnducted online on a quarterly bas
among commercial bankguilding societies, near banksredit unionsand development banks It is

designed to elicit qualitative information on changes in the demand and supply of credititus types
of businessess well asndividuals TheQCCSxplores themain factors underpinning thesesported

changesincluding prte and norprice lending terms and other credit market developments.

The results presented in this report are based on the credit conditions indices constructed froesutts
of the surveys Each credit conditions index (credit demand or credit avditabindex)is a single metric
used to assess overall changes in demand for credit from households and businesses or the an
credit made available to households and businesses. The credit conditions indices range from G\ |
index less tharl00 indicates a decline in the particular variable whereas an index greater thar
indicates an increase in the variable in quest{sae Glossary for more informationhe interest rates
presented in this report are based eveightedaverage interestates reported by the respondents of th
survey.

This report presents the results of tidarch 201 7surveywhichwasconductedduring the periodl8 April
and08 May 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 Loarls  wicro Small Businesses pedium-sized -3"9€: Corporat
. . & Commercial
Businesses Businesses .
Businesses
Commercial Banis 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 20Z. Bank of Jamaica
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Overview

Growth in real output inlte Jamaican econony
estimated to have been tepid fahe March 2017
quarter. Notwithstanding other main economic
indicatorsshowedcontinued improvementsn the
context of a strong reform programmand a
favourable external environment Inflation
expectations remaied firmly anchored in single
digits and annual inflation at the end of the
quarter was4.1 per centrelative t0 3.0 per cen
for the corresponding period in 2016.

With respect to monetanpolicy developments,
the Bank of Jamaica maintained its signal inter
rate over the review quarterat 5.0 per centbut

narrowed the interest rate corridoby lowering !

the interest rate on the overnight Standin
Liquidity Facility (SLBY 25 bpsto 7.0percentand
increasngthe rate on the overnight certificate of
deposit (CDpy 100 bpsto 4.0 per cent These
adjustments were aimed astrengtheningthe
signalling effect of monetary policy actiorithe
Bank also reduced thigequency ofits 30-day CD
issueto once per weelduring the quarterfrom
twice per weekin the previous quarter.

There was increased competition the barking
sectorduring the review quarteremanating from
the entry of a new commercial bankThe
increased competitiorhad the effect of lowering
the weighted average lending rate tH4.98 per
cent from 16.21 per centin the December 2016
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In the context of the dregoing, credit conditions
continued to ease during théarch 201 7quarter,
albeit at a more moderate pace than was
anticipated and the outturn observed inthe
previous quarte seeFigure ).

Figurel: Index of Credit Markéonditions

June 2017
Forecast
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Notes: (i)The asterisk (*) represents expectations provided by
respondents for thdune 201 guarter. (ii)The index was the averac
response for changes in eight credit terms reported in the C
Conditions Survey.

This easing inlending conditions continued to
reflect lenderefforts to increase theirmarket
sharewhile maintainingthe quality of theirloan
portfolios in a more competitive market
Notwithstanding, weakr credit demand,
particularly for secured creditresulted inless

quarteras lenders offered more competitive rates relaxed credit terms for the quarter when
in an effort to maintain and possibly increase compared to the previous quarteweak demand

market share!l

1 with the exclusion athe new commercial banikcommercial
bank lending rates would have averaged 16.14 per cent.

© Copyright 20Z. Bank of Jamaica
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quarters whe borrowers tend to exerciseaution  credit but moderated t052.0 per centfrom 55.0
in undertaking additional credit as they await the per centin the previous quater (seeFigure 3.
annual Government of Jamaica GOJ budget
presentation(seeAppendix A: Figures 18nd17). Consistent with the trend since the start of the
survey, large businesses continued to account for
For the June 2017 quarter, continued easing the lion share of credit allocated to businesses,
credit conditions is expected, albeit at a slower albeit moderating relative to the previous quarter.
pace relative to the March 2017 quarter. This moderation in creditallocated to large
businesses largely reflected a-destribution of
Credit Supply credit to the Micro, Small and Medium enterprises
The overall Credit Supply Index (CSI) moderated tdMSME) sector.Qedit to that sector as a
103.8for the March 2017 quarter fron104.6in proportion of the totalstock of loans outstanding
the previous quarter (see Figure 2. This for FY2016/17 increased t40.0 per cent from
moderation wasprimarily due toa slowdown in  35.0 per centfor F2015/16. However, some of
the rate of growth incredit made available to this improvement was attributed to the inclusion
micro businesses, relative to the previous quarter. of a new participant in the survey that lends a
Notwithstanding the moderation iy & ( A i dziisi@ifigat@mount to mediursized businesses.
willingness to provide credit continued to be
primarily diven by improved macroeconomic Figure2 Gomponents of Credit Supply
conditions and a more competitive market. As
such, market share objectives remained a key

110

factor influencing the expansion in credit supply 1gg
during the quarter(seeAppendix A: FigurO0). # LA
106 vy -~ dv © =
_— . I' < M, N

The availability of local currencyedit to both 104 ! \ ‘ L o4
businesses and individualsmained fairly robust ' /
although one institution indicated that tight 102 .
liquidity conditions vere a challenge during the Il I I
guarter. Of note, thepace of expansiom foreign 100 . .

N . - SISO 332933354
currency credit made available was similar to that < _g) &?g % _%, §§ < 5) §§ < “%‘
reported in the previous quatrter. = = = Z 5

=== Credit to businesses === Personal credit

. . . Credit Supply Index (CS#H = = = CS| Expectations
The proportion of credit allocated to businesses PRy (€59 e

continued to increase in the review quarter, 1. *Expectations for the upcoming quarter from the current survey.
continuing a trend in evidence since the December > [216%° greater than 100 indicate an increase while indices less
2015 quarter. Tis share rose t@8.0 per centin

the March 2017 quarter from5.0 per cenin the

previous survey (sedigure 3. Rersonal loans

continued to account for the greater proportiari

© Copyright 20Z. Bank of Jamaica
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Figure3: Distribution of Private Sector Credit expected to be observed among commercial
banks in the provision of unsecured credit via
credit cards with competitive rates to individuals.

CreditDemad
60% Growth in credit demand, as measured by the
Credit Demand Index (CDHas relatively mutén
o § 2l 2l 2l gl 2l el 8] 8] gl 2l =/ < the March 2017 quarter (see Figure 3. This
20% [l (e 0 R | e R marginal expansion in credit demand was
reflected in a significant moderation the index
. »T»‘* F OB NS D8 s s D to 101.5from 107.7in the previous quarter and
F S F wasrelated toreducedpaces of growth indemand
W biies cans i Bersnaliiing for both personal and business loan&ee

Appendix A: Table 6)enders reportedhat this
phenomenonis generallycharacteristicof March
quarters,the period during which th&OJ tables
its estimates of expenditure, and is more
pronounced in the demand for business loans

Figured: Components of Credit Demand
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For the June2017 quarter, lendersplan to o5 | l
augment the amount of credit made available to o,
; ; 9333 I w888 ey 88y
prospective borrowers for both business and D ol e S
personal purposegseeFigure 2 and Appendix A: az"0vao=">003>"°00z3z3

=== Demand by businesses

Table ¢ ¢ KA & 2dzif 221 Aa s Demand by individuals o)
. . . Credit Demand Index (CDI)

plans to maintain or increase markethare, = = =« CDI Expectations

particularly in the context of new entrants in the

. : s - 1. Indices greater than 100 indicate an increase while indices less
banking sectar Much of this competition is than 100 indicate gecline.

2 Figure 3 shows the distribution of credit between disaggregated to show total business loans distributed
households and businesses. Credit to businegsésther firms of various sizes
© Copyright 20%. Bank of Jamaica
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Thetepid growth in thedemandfor local currency
businesdoanswas underpinned by contraction
in demandfor creditfrom the Mining & Quarrying,
Distribution, Manufacturing and Entertainment
sectors In contrast there was strong demand for
foreign currency loandrom the Construction,
Tourism and Distribution sectors Lenders
reported that the stability in the exchange rate
during the review quarter made it feasible for
businesses to borrow in foreign currency

Creditdemand continual to be driven byfactors
such as increased business activities, loan
promotional activities lower interest rates and
developments invarious economic sect® (see
Appendix Figure 183

March 2017Quarter

previous quarterThisreflectedareductionof 233
bpsin rates forbusinesesto 12.8per cent partly
offset by anincreaseof 16 bpsto 17.8per centin
the average rate on personal loanowerrates on
loans tobusinesses werassociated withieported
changes ifnendergYisk appetiteas well as their
economicoutlook for specificsectors.Reference
was also made to the trend improvement in
domestic business confidence which has
prompted endersto offer better credit terms such
as lower interest rates.

Similar to the price movements on new local
currency credit, theindicative average interest
rate on newforeign currencyjoansdeclinedby 79
bpsto 7.7 per cent

For the June 2017 quarter, lenders indicated that It should be noted thithe reported interest rates

they are anticipating amptick in the growthin
credit demand from both individuals and
businessesThe CDis consequentlyprojected to
rise to 106.8 from 101.5 with the expansion
expectedto emanate primarily from amcrease in
the demandfor credit cards byndividualsas well
as for motor vehicle loans.With respect to
businessesincrease&l demand is expected from
large firms for both local andforeign currency
loans It is anticipatedthat this demand will
emanate from Distribution Construction and
Tourismsectors

Price of Credit

Based orthe survey responsesyarageindicative
interest rates on new local currency loangell by
approximatelyl83 basis points (bpsjo 13.8 per
cent during the review quarter, relative to the

3 Developments in one or more economic sectors refers to
the extent of cedit demand associated with technological or

market developments, foreign and/or local investments

© Copyright 20Z. Bank of Jamaica

are partly influenced by the inclusion of a new
participant who offered significantly lower rates
relative to the other participating institutions. The
exclusion of this institution would have yielded
average rates af5.4 percentand8.7 per centon
local currency and foreign currency loans for the
quarter.

For theJune2017 quarter, lenderseported that
they plan to increase¢he price of crediton new
localand foreigncurrency loans tdusinessedy
162 bpsand21 bpsto 14.38 percentand7.94 per
cent respectively However,they indicated that

and/or other business activities in one or more economic
sectors.
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there is a planned reduction a7 bpsin the
interest rate on personal loans .48 per cent

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

© Copyright 20Z. Bank of Jamaica
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Tablel: Overall Weighted Average LendRages on
Local and Foreign Currency Loans

December 2016/ March 2017
Survey Survey
Dec-16 Mar-17* Mar-17  Jun-17*
Local Currency (L
Loans
Business loans 15.10 15.81 12.76 14.38
Personal loans 17.59 17.34 17.75 17.48
Reference rate 14.82 15.46 8.02 7.82
Average LCrates| 15.59 16.12 13.76  15.00
Foreign Currency
(FC) Loans
Business loans 8.52 8.49 7.73 7.94
Reference rate 7.82 8.91 7.81 8.11

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

respondents
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Personal Lending

Credit Conditions

Credit conditions for householdscontinued to
ease for the March 2017 quarter, albaitaslower
pace than the previous quarter(see Figure 5)
There was a moderation inoth the growth in the
demandfor - andthe supply of- personal loans in
the quarter, which wasreflectedin amoderation
in credit terms for both secured and unsecured
loans For unsecuredlending some institutions
reported an increase in the minimum proportion
of balances repaidwhichimplied less favourable
credit terms for the quarter. However, this effect
was largely offset byoan promotional activities
lower interest rates and a perceived moderation
in macroeconomic risks which positively
influenced the demandfor personal crediduring
the review period

The moderation irthe index of credit terms for
personal lending is expected to be shiived as
creditors anticipate credit terms to be more
favourable in the June 2017 quarterThe
projected index of106.3 is underpinned by
f Sy R@aksEtdQlower interest rates andthe
minimum proportion of b&nces repaid on
unsecured loansvhile some institutions plan to
increa® the maximum repayment period

Credit Supply

Credit made availablefor personal reasons
continued to account for the larger portion ttal
credit supplied(52.0 per cenj in spite of its
smaller sharewhen compared to the previous
guarter (see Figure 3. For the March2017
guarter, the CSI df03.8indicatied that additional
creditwasmade availabldor the quarter. Supply

to al categoriesof personal loangose, when
© Copyright 20Z. Bank of Jamaica

compared to the previous quarterwith the
excepton of credit cards (seeFigure §.

Figure5: Credit Conditions for Personal Lending

118.04

June 2017
Forecast

114.04

110.0

90.0-
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O T o O el o & %Q;Q & \§\

== QOverall Credit terms Unsecured credit

= Secured credit

1. Indices above 100 indicate easing of credit market conditions

while indices below 100 indicate tightening of market
conditions

Lenders stated thatchanges incompetition
market share objectiveand changesn their risk
tolerance for this sector continued to be
important factors fuelling the increased
availability of loans.

For theJune2017 quarter, lendersreported that
they plan to increase credit availability
substantiallyfor all loan categoriegseeAppendix
A: Table 6 and Figur8). Much of thisincreaseis
expected in the offer of more creditards and
other unsecured loans asmelenders reported
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that there will be increasedfocus on higher
yielding products

Figure6: Availability of Credit for Personal Lending
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1. CSI less than 100 indicates a decline in cigiply while a CSI
greater than 100 indicates an increase.

2. Anindex less than 100 indicates a reduction in the approval rate
while an index greater than 100 indicates an increase.

3. The asterisks (*) represent forward looking expectations provided
by the repondents.

Credit Demand

Theae wasa noticeable moderation in thgrowth
in demand for personal crediin the review
guarter, relative to the previous quartefThe CDI
fell to 101.6from 111.9recorded in the pevious
guarter, where reduced demandgrowth was
observedacross most loan types, except fdebt
consolidationand loans backed byeal estate
which contracted(seeFigure 7and Appendix A:
Table §. Lower demand alsaeflected the impact

of higher lending rates on personal loans during

the review quarter Lendersalso cited that the
reduction in demand wasassociated with
borrowers being Ay | -andt® $ Snfbde
© Copyright 20Z. Bank of Jamaica
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regarding possible policy changes ticauld have
beenannouncedn GOQ Budget presentation.

Lendershighlightedthat the important drivers of
personal loandemand in the review quarter
included their loan promotional activitiesand
reducedmacroeconomic risk§Vith respect to the
latter, lendersindicatedthat borrowersexpressed
increased confidence in the macroeconomy and
asa consequenceheir ability to service their debt
obligations.

Figure7: Demand for Personal Loans

Credit cards

Other secured loans

Loans backed by real estate

Debt consolidation

Motor vehicle

Other unsecured loans

Mortgages

| 70 80 90 100 110 120 130 140 150
Credit Demand Index (CDI)

o Jun17* H Mar-17 1Dec-16

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.

For the June 2017 quarter, the demand for
personal loas is expected to increase
substantially. This expansion is expectied be
across most loan tyme particularly credit cards,
other noncredit card loans and mortgageas
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lenders expect a favourable respongeplanned  Figure8: Interest Rates on Personal Loans

promotional activities.

Price ofCredit

Average indicative loan rates onnew personal
loans offered by participating institutions,
increased for the review periotb 17.8 per cent 35.0
relative to 17.6 per cent in the previous survey
Thiswas also higherthan the expectedaverage

rate of 17.3 per cent Higher ratesfor the review  2°0
period were evident across most loan categorjes
except for mortgages and other unsecured .,
personal loangsee Figure §. Lenders reported

that liquidity challengesnduced them to place

more focus on credit cards and other unsecured 5.0
loanswhichattracted higher rates.

45.0

Higher rates for personal loans aegpected for

the June 2017 quarteMuch of this increase is
expected tobe reflected inplanned increases in
the interest rates onmotor vehicle loans and

credit cards.

© Copyright 20%. Bank of Jamaica
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Micro Business Lending

Credit Conditions

For the March 2017 quarter, the overall credit
terms faced by micro-businessescontinued to
improve but at a sluggishpace relative to the
previous quarter(seeFigure9). The overall index
of 100.4 represented marginal easing inloan
termsto micro businesse$or unsecured loans
particular, there were significant moderation in
credit terms (interest rates on noncredit card
lending,fees and maximum credit linpelative to
the previous quarter.

CreditSupply

Consistent with theluggisteasingn credit terms,
the supply of credit made available to micro firms
also moderated relative to the previous quarter.
The CSI fell td.00.2from 107.6in the previous
quarter. This tempered expansion in credit supply

wasmainlyevidentin local currencyoans offered

to all economic sectorsSome of the important
factors that informed the amount of credit made
available to micro business firms includgdthnges
in NB & LJ2 y &bpeyfté f01Qrisk, competition
portfolio mix and market share objectives

For the June quarter, slightly less relaxed credit Lenders indicated thathanges in the outlook for
terms are expected. This is associated with a output, employment and inflatiomvere no longer

projected increase in thiees andnterest rateson
loans to micro businesses.

Figure9: Credit Conditions for MiesizedBusinesses

98.0-

==fr= Qverall Credit terms

June 2017
Forecast
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Unsecured credit

Secured credit
1. Indices above 100 indicateasing of credit market

conditions while indices below 100 indicate tightening of
market conditions

© Copyright 20Z. Bank of Jamaica

important factors influencing credit supplyto
micro businesse# the June017quarter.

CreditDemand

Thee was acontraction in the overall credit
demanded by micro businesss over the review
period. In particular, the demand for local
currency loans from most economic sectors
contracted with onlya marginal increasm credit
demanded by micro firmsn the Tourismand
Professional & Other Servigectors. The demand
for foreign currency loans by micro firms remained
largely muted in the quarter.

Despite this significant reduction in demand,
lenders quoted similar factorsnfluencing the
demand for micrebusiness loans for the review
period when compared @ the previous quarter.
These factorscluded loan promotional activities
changes in interest ratedusiness activitiesnd
government policiesas well as developments in
variouseconomic sectors
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For theJune2017 quarter,the overall demand for

credit by micro firms is expected toexpand
marginally relative to the previous quarter.
Increasel demand is expected to emanate from
the Transportatiorand Distributionsectors.

Price of Credit

The averageindicative interest rates on local and
foreign currency loas declined during the
guarter. In particular, the average intereste on
local currency loandeclinedby 477 bpsto 20.7
per cent, which was partly influenced by lower
rates offered by the new participant in the survey.
In particular,it was citedthat the reduction in
interest rates on loans to micro firmsvas due to
expected changes in the macroeconomic outlook
for Jamaica

There wasalsoa reductionof 13 bpsto 10.0 per
cent in the average interest rateon foreign
currency loangor the quarter. This reduction was
also evident acrosall sectors.

For theJune2017 quarter, average interest rage
on localcurrency loans are expected to increase
for all economic sectorsvith the exception of
Distribution and Transportation However,
average rates on faign currency loang micro
businessesire expectedo decreaseparticularly
for Professional & Other Servicaestor.

© Copyright 20Z. Bank of Jamaica

March2017 Quarter
Table2; Interest Rates on Loaaid ForeigiCurrency
Loansto MicraesizedBusinesses

Local Currency

Foreign Currency

December 2016
Survey

March 2017
Survey

December 2016
Survey

March 2017
Survey

Dec-16 Mar-17*

Mar-A7 Jun-17*

Dec-16 Mar-17*

Mar-17  Jun-17*

Agreulture | ooy a654 | 2101 2552 | na 958 | na 9568
Fishing
Construction& |, o 2647 | 1843 2515 | na 958 | na 956
Land Development
Distribution 3033 2642 | 2676 2332 | 884 958 625 958
Electricity Gas& | y165 2642 | 1752 2515 | na 958 | na 058
Water
Entertainment 2406 2654 | 1939 2406 | na 958 na 958
Manufacturing 2450 2654 | 2083 2552 | na 958 na 958
MII‘III‘Ig.& 2812 2642 | 2165 2515 | na 958 na 958
Quarrying
Professional &

| 2304 2642 | 1527 2332 | na 958 | 1575 958
Other Services
Tourism 2321 2654 | 2054 2552 | 1150 958 813 958
Transport, Storage
& Communication | 2957 2592 | 2579 2332 | na 958 na 958
Average Rate 2546 2642 | 2069 2460 | 1047 958 | 1004 958
1. The asterisks (*) represent expectations provided by the

respondents

2. b2GS8S GKFG ayodlé AyRAOIFGSa

businesses within those sectors for the review quarter.

GKFQ

ON
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Small Business Lending

Credit Conditions influenced he availability of credifor the review
Lending conditions for smlal enterprises  quarter were similar to those quoted by lenders
continued to easeluring the March 201quarter ~ for the previous three quarters andhcluded
as creditors diversified their rigkofile. However, OKIl y3Sa Ay f SYRSNAQ
this easing was less than in the December 2016competition and market share objectives

guarter and was evident in both secured and
unsecured loangseeFigurel0). For the June 2017 quarter, the CSI for small

businessess expected toncreaseo 101.7, which
For theJune2017 quarter, credit terms for small ~ would reflectthe impact of more local currency
businesses are expected to bmintained, relative ~ credit being made available to th€ourismand
to the March 2017 quarter Of note, some Professiona& Other Servicesectors.
institutions plan to increase collateral
requirements andhe maximumloan monitoring FigurelQ Credit Conditions for Small Businesses
requirement while reducing the maximum loan to

(0p))
(@]
N

114 -
value ratio 12 g rew
110
, 109.0
108 \.
. 106
Credit Supply 104
With increased focudeingplacedon the MSME 102
. . 100
sector, cedit to small businessess ashare of %8
total credit, increased to 10.8 per centfor the 96
March quarter, relative to 9.5 per centin the 9%
previous quartef g; |

\&\h\\-\&%@%h%.@%.{o'\&'
AR R R RN R A R

= Overall Credit Terms =—Unsecured credit =—Secured cred\t

In this context there was slightimprovement in

the CSlfor the March 2017 quarter t01006

compared t0100.3in the pI’EViOUS quarter This 1. Indices above 100 indicate easing of credit market

was due to more credlieenmade available tthe conditions while indices below 100 indicate tightening of
. L . . market conditions

Agriculture, Distribution, Construction and

Manufacturing sectors. Important factors that

5 The DBJ through the Jamaica Foundations for grants will be offer®& (2 dzLJANI RS | yR & dzLJLJ2 NI
Competitiveness and Growth Project, is mandated to competencies, knowledge and skills within successful supply

facilitate Small Business Development. This has been fundedchains/sectors such as, but not limited to agmmcessing and

with US$4.5 million, and is designed to drive economic services.

development by increasing the impact of businesses on the Sourcehttp://dbankjm.com/jamaicafoundationsfor-

economy. The goal is to increase the productivity within competitivenessand-growth-project/

businesses which cause an increase in exports and, or reduce

imports through import substitution. During 2016 and 2017,

© Copyright 20Z. Bank of Jamaica
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Credit Demand

There was a significameductionin the cemand
for loansby small businesses in the review period.
This contraction was reflected in both local and
foreign currencydenominated loansin particular,
the CDI for local currency loans was.5 from
103.6in the previous quarter whilthat for foreign
currency loansncreasedo 99.6from 98.6.

For local currency loanthe major contraction in
demand emanatedrom most economicsectors.
There was, howeverstrong demand from the
TourismandProfessionak Other rvicessectors.
For foreign currencipans demand was relatively
muted across most sectoyrsvith the excepton of
the Tourism and Distribution sectors which
contracted.

For theJune2017 quarter, the demandfor local
and foreign currency loansy small businessds
expected b improve across all economsectors
except for demandrom the Professional & Other
Servicesectorfor foreign currency loans.

Price of Credit

For the review period, lenders indicated that the
indicative weighted averagelending rate ormew
local currery loans to smabusinessesleclined
to 11.7 per centfrom 13.6per cent This was also
lower than the expectedrate of 149 per cent
reportedin the December2016survey(seeTable
3). The weighted averagenierest rateon foreign
currency denominated loans also fell by
approximately198 basis pointsto 7.25 per cent.
Lower rateson local currencyjoanswas evident
across most economic sectors excefhe
Professional & Othere®ricessector, while for
foreign currencyoans, lower rates were observed
across all sectors.
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It should be noted that overall interest rates on
credit to small businesses were influenced by the
inclusion of a new participant with lower rates.
The exclusion of this institution would have
yielded indicative rates 0f3.1 per centand 9.2
per cent on local and foreign currency credit,
respectively.

For the June 2017 quarter, lenders reported a
planned increase interest rateson newlocaland
foreigncurrency loanso 13.7per centand8.1 per
cent, respectively

Table3: Interest Rates ddewlocal and Foreign
CurrencyLoansto Small Businesses

Local Currency Foreign Currenc
December 2016 March 2017 Surve December 201{ March 2017
Survey Survey Survey

Dec-16| Mar-17] Mar-17 Jun-17| Dec-16 Mar-L7f Mar-17 Jun-17
Agiculure & | 1310 1405 | 1065 1328 | 900 907| 690 811
Fishing
Construction &
Land 1323 1531 | 1148 1125] 900 9.12| 690 7.98
Development
Mng& | 11og 1571 | 1263 1485 | 900 017 690 819
Quarrying
Entertainment| 1720 1618 | 1127 1435| na 917| na 819
Distibuion | 1458 1497 | 1270 1398 | 957 97| 668 8.34
BlecticlyGas| 11 o7 1460 | 946 1398| 900 917 690 815
Water
Manufacturing| 1351 1422 | 1286 1326 | 900 892 | 690 798
Pofessional ) 1, coyys | 11a1 1350 [ 1013 942 | 985 815
Other Services
Tourism 1192 1503 | 1018 1435|1050 9.47| 731 819
Transport,
Storage& | 1361 1400 | 1343 1326 | 788 892| 690 7.98
Communicatio
Averagerate | 1355 1487 1167 1361 923 93] 725 8.2

The asterisks (*) represent expectations provided by the respondents.
b2dS GKFG ayoké AyRAOIFGSa GKI G
within those sectors for the review gter.
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MediumsSized Business Lending

Credit Conditions

Credit conditions for mediumsized business
continued toimprovement materiallyduring the
review quarter albeit reflecting dower gainthan
the previous quarterThis was reflected in &Dlof
108.7relative t0109.7in the prevousquarter(see
Error! Reference source not foundil). Much of
this easing stemmed from a reduction in interest
rates and feeson secured loans by a few
institutions, as most lenders reportethat these
terms remained unchanged relative tohd
previous quarterHoweve, less relaxed terms on
unsecured loans to mediunsized firms, mainly
reflecting the impact of higher rates and fees, led
to a moderation in the overall credit terms
towards mediumsized enterprises in the review
quarter.

For theJune 201 huarter, less favourable credit
terms for mediumsized businesses are
anticipated asmost institutions reported that
there are no planned changes to the fees applied
to unsecured loans.

Credit Supply

For the March 2017 quartecreditmade available
to mediumsizedfirms increased relative to the
previous quarterThe CShcreased tal020 from
100.2in the previous quarter. This expansidm
supply, was reflected in both local and foreign
currency loans.

For local currencyloans there was increase
supply to the Manufacturing Distribution, and
Tourismand Agriculture & Fishingectorswhile
supply to the other sectoreemainedunchanged.

© Copyright 20Z. Bank of Jamaica

Foreign currency loans targeted for the
Agriculture & FishingMining & Quarryingand
Manufacturing sectorsalsoincreased relative to
the previous quarter

Lenders cited market share objectives, changes in
competition as wellas improvements in the
outlook for growth, employment and inflation as
important factors influening the supply & credit

in the quarter.

For theJune2017 quarter, the CSbr medium
sized businesses isexpected to increase
marginally t0102.4 This increase is expected to
emanate from loans available in local currency for
most economic sectors.

Figurell Credit Conditions for Meditsized
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 (*) represeexpectations provided by the
respondents.
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Credit Demand

There was continued strong growth in loan
demand from mediumsized firmsduring the
review quarter reflected in aCDI 0f110.6 for the
quarter, relative to111.5in the previous quarter
Thisreflectedin strong growth idemand forocal
currency loans particularly from  the
Manufacturing, Transport, Construction & Land
Development, Distributiomnd Electricitysectors
the impact of which was partly offset by
reductions in credit demanfilom the Distribution,
Entertainment and Mining sectorseeFigure 12.

Figurel2 CreditDemanded by MediusizedBusinesses

Credit Demand Index

Entertainment ﬁ
Electricity :, S I
Professional w‘%
Distribution irm
Tourism ir.,:ms
Transport %
Construction ﬁim E—
Manufacturing %
Mining _____ i
Agriculture ’;‘

20
i USD; Jun-17*

110 140
M USD: Mar-17 & JMD: Jun-17*  EJMD: Mar-17

1. Anindex less than 100 indicates a reduction in the Credit
availability while an index greater tha©0 indicates an increase.
2. The asterisks (*) represent forward looking expectations
provided by the respondents.

For the June 2017 quarter, the overall CDlis
anticipated to contract emanating from an
anticipatedfall in demandor localcurrencyloans
specifically fronthe Agriculture & Fishingector.

Price of Credit
Consistent with the improvement in credit terms
for mediumsized firms, e indicative weighted

average lending rate onew local currency loans
© Copyright 20Z. Bank of Jamaica
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to mediumsized businessedeclinedby 129 bps

to 9.9 per cent during the review period This
outturn waslower than expectedLower ratedor
localcurrency loansvas evident across akctors
(seeTable 4. Similarly,the averageending rate
on foreign currency loanso mediumsized firms
declinedfor the period. Ratefell by 78 bpsto 6.8
per cent for the review quarterand was also
evident across all sectors.

Lendersindicatedthat the average interest rate
on new local currencycredit is expected to
increaseby 49 bpsto 10.4 per centfor the June
2017 quarter. With the exception of the
Constructiorsector, increasesn interestrateson
loans to all the other economic sectors are
planned However lenders plan to charge lower
rates on foreign currency loans to all sectors,
which should averagé.56 per centrepresenting

a declineof 28 bps relative to the March 2017

quarter.

Tabled: Interest Rates on Loeaid Foreign Currency
Loans to Mediussized Businesses

Local Currency Foreign Currency
December 201 March 2017 Surv December 201y March 2017
Survey Survey Survey
Dec-16 Mar-174 Mar-17 Jun-17* Dec-16 Mar-17f Mar-17 Jun-17
Agricultire & | 11 75 1071| 965 10.23| 7.50 7.76 | 677 6.52
Fishing
Construction &|
Land 12.05 12.14| 11.91 10.87| 825 806 | 6.77 6.52
Development
Distribution 1055 11.57| 9.95 10.79| 7.72 7.66 | 7.16 6.52
Electricity Gas| 1595 11.05| 9.09 10.15| 7.50 7.76 | 6.77 652
Water
Entertainment | 10.72 11.95| 9.34 10.01| 7.50 7.76 | 6.77 6.52
Manufacturing | 11.25 11.75| 9.45 10.26| 7.00 7.76 | 6.77 6.52
Mining & 11.65 12.84| 10.14 10.80| 8.25 8.06 | 6.77 6.52
Quarrying
professional &| 14 76 1171 | 1016 1017 | 7.50 7.76 | 6.77 652
Other Services|
Tourism 1150 10.95| 9.53 10.13| 7.33 7.76 | 7.08 6.90
Transport,
Storage & 10.38 10.95| 947 10.20| 7.56 7.26 | 6.77 6.52
Communicatio!
Average Rate | 11.16] 11.65| 9.87 | 10.36| 7.61 | 7.76 | 6.84 | 6.56

1. The asterisks (*) represent expectations provided by the
respondents.
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Large Corporations and Commercial Lending

Credit Conditions expected to remaimobustwith an anticipatedCSI
There was a tightening in credionditionsfor ~ 0of 111.7.

large enterprisegor the reviewperiod. The index

of credit termsfell to 99.2in the review quarter ~ Figurel2 Credit Conditions for Largeisinesses

from 100.6in the previous quartefseeFigure 13)
The outturn for the review period emanated from ,,, |
stricter lending policies applied to sacured loans 103 |
via the imposition of higher fede non-creditcard o
loans

For theJune2017 quarter, credit conditiors are
expectedto worsenas some institutions plan to
increase interest rates on necredit cardloansas

well asimpose highefees on unsecuretbans. e e
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== Overall Credit terms e===Unsecured credit == Secured credit

Credit Supply 1. Indices above 100 indicate easing of credit market conditions
Despite theobservedtighteningin the price and while indices below 100 indicate tightening of market conditions

non-price credit terms to large businesses, lenders zr;ﬁ‘jezsg”;fr(elgif]:fesrizt forward looking expectations

reported that theyincreased the amount of credlit

in both domestic and foreign currencynade

available to large firms in the quarter. This was Credit Demand

reflected ina CSbf 112.0for the quarter, relative ~ Growth in te demand for credit from large

to 111.4in the previous quarter(seeFigure 14. businesses moderatdd the review quarteasthe

Important factors underpinninghe improvement  CDIfell to 103.5for the quarter from 107.7in the

in credit supply to large businesses included previous quarter This moderation reflected

postive changes in macroeconomic riskssk reduced demand growth for foreign currency

appetite, market share objectivesompetition as  loans in most economicsectors offset by

well as changes in business activitié®nders increased demandof local currencyloansfrom

denied that pessures from capital marketvas an  most  sectors with the excepton of

important factor affecting the credit they make  Manufacturing and Distribution. Demand for

available tdargesized firms. secured and unsecured loans by large businesses
was boosted by changes in business activities,

For theJune2017 quarter, the supply of both local reductiors in interest rates and a reduction in

and foreign currency loans to large enterprises is macroeconomic risks.

© Copyright 20Z. Bank of Jamaica
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For theJune2017 quarter, interest rates for both
local and foreign currency new loans are expected
to increase by bpsand70bpsrespectively.

Figurel4 Availability of Credit to Large Businesses

Credit Supply Index

Entertainment Figurel5 Credit Demanded hwarge Businesses

Electricity

Credit Demand Index
Professional

Entertainment

Distribution
Electricity
Tourism
Professional
¥ USD: Mar-17
Transport Distribution
@ JMD: Jun-17*
Construction Touri
# JMD: Mar-17 ourism
Am——
Manufacturing Transport ]
it i Ceiaiaiimamm—————————————
Minin: L.—_.a 3 Construction
g £ ]
i Manufacturing [ rem— " USD: Jun-17*
Agriculture d T —
. ey HUSD: Mar-17
Mining g
95 105 115 125 135 145 #JMD: Jun-17*
Agriculture — — ®JMD: Mar-17
9% 105 115 125 135

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 While an index greater than 100 indicates an increase.
by the respondents. 2. The asterisks (*) represent forward looking expectations provided

by the respondents.

1. Anindex less than 100 indicates a reduction in the Credit availability

For theJune2017 quarterthe CDIis expected to
increase to 109.7. This largely reflects an
anticipatedincreasein demand by creditorfrom

Table5: InteresRates on Local and Foreign Currency
Loans to Large Businesses

all economicsectors forboth local and foreign Local Curency Foregn Curency
currency loangseeFigure 15. Srong demand is December 2016 Survey | Narch 2017 Survey |December 2016 Survey| March 2017 Survey
eXpeCted from the EIeCtrICIty SeCtor Wlth Dec-16 Mar-A7* Mar-17 JunAT* | Decd6 | MarA7* | Mard7  JundAT?
m.od.eratfaly stronger Qemand anticipatém the :ig:ci:;ms O e
Distribution and Tourism sectors. constusion
L:n"j[']:te“’:pmt 07 0 | 920 98 | 7B T | 67 1%
i i Distril_)ufcion 1024 10.50 314 929 6.83 730 6.62 117
Price of Credit '5}::;‘“"’6“& 08 000 | 8T &% | 700 743 | 680 768
For the review quarteiindicativelending rates on  [fefaiment | 1030 035 | 85 8f5 | 7% 78 6% T8
new local currency loansto large corporations — [#eewme | 00 08 | BT 9% B0 TE 60 T8
. .. Mining & Quarryi 10.00 1033 853 890 750 167 6.60 758
declined by 139 bps to 8.8 per cent Similarly, oo
i A N 10.0 1067 870 840 T 163 6.99 146
foreign currencyrates alsodeclinedby 28 bps to Oter Serices ot o | s ow | &% 113 | 645 6
Transport, Storage
6.8per cent(seeTable §. Thdowerrateson local  |scommumicaion | 0% 9s0 | 80 s | 63 163 | 70 1%
and foreigncurrency loansvere evident across all TR—— wa T o Tom T e e o T 7d

economic secta.

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

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

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

conditions while bars below the line would have contributed to a tightening in credit conditions  conditions for the quarter.

for the quarter. 2. Indices for the September quarter are computed based on forward looking expectations
2. Indices for the September quarter are computed based on forward looking expectations provided byrespondents
provided by respondents.
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