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Background

In order to meet its core mandate to maintain monetary and financial stability, the Bank of JafBaida
seeks to appraise wide range of data on credit market conditions. In this regard,BER Quarterly Credit
Conditions SurveyQCCSyas designed to broaden the range of credit statistics used in the analys
inflation and to determine the risks to growth in private sector credit. The sus/egnducted online on a
guarterly basis among commercial bankaiilding societies, near Inks, credit unionsand development
banks It was designed to elicit primarily qualitative information on changes in the demand and sup)
credit to businesses and individuals as well as the main factors underpinning these ¢liacigdsg various
price and nonprice terms of lending and other credit market developments.

The results presented in this report are based on the credit conditions indices constructed froestiits of
the surveys Each credit conditions index (credit demand or credit abdity index)is a single metric used tc
assess overall changes in demand for credit from households and businesses or the amount of cred
available to households and businesses. The credit conditions indices range from 0 to 200. An index |
100 indicates a decline in the particular variable whereas an index greater than 100 indicates an incr
the variable in question. The interest rates presented in this report are based on the average interes
reported by the respondents of th&urvey.

This report presents the results of tiiecember2014 survewhich was conducted betweelb January2015
and 16 February 2015.

Other available sirvey reports: December 2013 QuarteMarch 2014Quarter, June 2014Quarter and
September 201Quarter.

Surveys Completed by Each Institution

Number of Surveys Completed by Each Institution
No. of survey Micro Medium-sized -3"9% Corporat
respondents | Personal Loar . Small Businessg . & Commercial
Businesses Businesses .
Businesses

Commercial Banis 6 6 4 5 4 6
Building Socities 3 3 0 0 0 0
Near Banks 3 3 2 2 3 3
Credit Unions 6 6 5 4 4 4
Total 18 18 11 11 11 13

© Copyright 2013. Bank of Jamaica
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Ovemnview

Theresults ofthe . h VWQC&Sor the December
2014 quarter indicated that credit conditions
tightenedrelative to theSeptember2014 quarter
(seeFigurel and Tablel1). This tightening was
due tomore restrictivelendingpolicies applied to
unsecuredand securedoans More specifically,
lenders increased the interest ratesand loan
monitoring requirements fothese loantypes as

well as enforced loan covenant compliancefor

secured loans For the March 2015 quarter,

lendersgenerallyanticipate further tightening in
credit market conditions which would largely
reflect more stringent pdkties forsecured loans
(seeAppendix A:Figure20 and Figure21).

Figurel: Index of Credit Market Conditions
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Notes: (i)The asterisk (*) represents forward looking expectati
provided by the respondents for tidarch 2015quarter. (ii) The
index is the average response for changes in eight credit t¢
reported in the Credit Conditions Survey. (iii) An index greater
100 indicates an easing of credit market conditions while an ir
below 100 indicates a tightening of market conditions.

© Copyright 2013. Bank of Jamaica

Tablel: Credit Demand and Supply Indices

March 2014 | June 2014 | September 2014 December 201
Survey Survey Survey Survey
Mar-14 Jun-141Jun-14 Sep-14f Sep-14 Dec-147 Dec-14 Mar-15
Overall credit conditions Index
CreditConditons| 40,1 g9 | 993 987 | 1019 1000| 993 99.0
Index (CCI)
Credit Supply Indices
CreditSUupply | 156 1021|1046 1067| 1044 1053 | 1037 1056
Index (CSI)
Creditto businessed04.6 102.1| 1041 107.4| 1022 1053 | 1025 1057
Personal credit | 1088 112.3| 1057 105.4| 1086 103.2| 106.1 102.6
g;ﬁl‘::'“ama'ca 1089 1034|1057 111.7| 1025 107.2| 1032 106.1
Creditin U.S Dolldr 100.3 100.7| 1025 103.0| 1019 1034 | 101.9 1053
Credit Demand Indices
CreditDemand | ga7 1035|1062 1076| 978 1162 995 1108
Index (CDI)
Demand by 979 989|998 1019 920 1116| 959 1119
businesses
Demand by 1001 1127|119.02 119.1| 1094 1253 1067 1086
individuals
gzli':'”“]ama'ca 1070 104 | 1044 1042| 851 122.8| 945 1259
Creditin USdollaf 88.9 939 | 952 995 | 99.0 1004| 974 979
1. *-Expectations for the upcoming quarter from the current
survey.
2. n.a suggests that no data was collected for the variable in
guestion.

3. Indices greater than 100 indicat increase while indices less
than 100indicate adecline.

Credit Supply

For the December 2014quarter, the supply of
credit remaired robust as reflected in the Credit
Supply Index (CSl) af03.7 However, the
increase in the CSI was below th#05.3
anticipated in the previous surveyhe outturn
for the quarter reflected increases for both local
and foreign currency lending facilities, which
were made accessible to both businesses and
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households (seeTable 1). Personal loans
continued to account fothe greaterproportion
of the credit sipplied, continuing the trend
observed since the March 2014 survdgee
Figure2). Of the credit allocated to businesses,
there was a redistribution of creditmainly from
smallbusinesseso largefirms. Concurrentlythe
allocation of credit to micro firm&vasunchangd
at 3.0%relative to the September2014 survey,
when the first increase was recorded.enders
reported that they have continued to explore
initiatives toimprove lendingto micro- business
markets.

Figure2: Distribution oPrivate Sector CreHlit
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Despite the expansion in credit supply for the
review quarter, some lenders highlighted that

! Figure 1 shows the distribution of credit between

December2014 Quarter

continued Jamaica Dollar liquidity constrairttse
slow pace of economic recovenand the
movement in the exchange rawfected interest
rates charged for loans as well as their ability to
respond to credit requestsFurthermore, in the
recent IMF mission meeting on financial sector
developments a few creditorsndicatedthat they
are more cautious in responding to credli
requests as a result of the uncertainty
surrounding the impact of theetail repo phase
out on the financial system.

Forthe March 2015quarter, lenders anticipata
stronger increase in overall crediavailability,
reflecting expansionsin all loan categories(see
Tablel). This expansion should be underpinned
by changesin marketshare objectivesand
sectorspecific risks. Of note, somecreditors
indicated that given the importance of small
businesses to the economy, they will utilize
alternative sources of funding and design specific
products in order to expand credit to ith
business segment.

CreditDemand

Theoverall demand for creditemained tightin
the December2014 quarteras reflected inthe
Credit Demand Index (Cuf) 99.5 (seeTablel).
This outtun primarily reflectedtightnessin the
demand for business loansgn both local and
foreign currency. With respect to foreign
currency business loangenders indicated that
the faster pace of adjustment in the exchange
rates during the review quarter was the primary
factor behind the decline in this facility.
Consequently, demand for foreign currency

households and businesses. Credit to businesses was furthePusiness loansfell in all sectors, with the

disaggregated to show to total business loans distributed exceptim

firms of various sizes.

© Copyright 2013. Bank of Jamaica

of Entertainment and Tourism.
Notwithstandingthe continued wealdemand for
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business loansthere was strong interest in local
currency personal loans irmost categories

particularly @edit cards Motor vehicle loansnd Table2: Weighted Average Lending Rates on Local and

Foreign Currency Loans

Unsecuredoans
December| March2014 | June 2014 | September |December 20
2013 Surve]  Survey Survey | 2014 Survey|  Survey
Forthe March 2015 quarter, demand for credit is Dec-13 | Mar-14 Jun-141Jun-14Sep-14Sep-14Dec-14Dec-14Mar-15

anticipated to increaseas reflected in theCDlof Local Curenc
110.8 (see Table 1). This sronger demandis Loans
anticipated from  both K2 dzi § K 2 f R 2 Bishessans | 1320 | 1530 1713|1652 16661493 1520/ 1478 1458
GdzA Ay §345530 T2 NITlhe getant (Personal loans | 2060 |2069 20.78)19.25 18.86]20.01 1991|1959 19.67
for local currency business loafsexpected to
emande from all sectors For personal loans,  Foreign Curenc
creditors anticipate an increase in all loan Loans
categories covered by the survey. particular, Businessloans | 850 | 794 957|902 974|582 887|853 9.29

. . Prime Rate 770 1906 916(942 9451936 1028] 934 913
strongdemand is expected faCredit cards

Prime rate 1860 | 1690 1693(17.03 17.2218.15 18.29| 1320 1367

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

Price of Credit

Interest rates on local currency loans declined for Averagerates on localcurrency personaloans
the December 2014 quarter relative to the fellby0.42percentage points (ppsfo 19.5%%for
September 2014 quarter (sékable2). The lower the De@mber 2014 quarter. Rates on local
interest rates is consistent withthe overall ~currencybusinesdoans declined fromi4.93%to
weakness in demand for local currency business14.78% for the review quarter. Notwithstanding
loans. Further, the lower interest ratescould the declinein demand for foreign currenclpans,
have been influenced bymore buoyant Jamaica lenders reported asignificantincreaseof 2.71
Dollar liquidity conditions during the review Pps in the interest rates on foreign currency
i dzl NI SNJ I a | Nddtinjeétién o2 T bugines§ loans. v | Q&

$10.5 billion in the December 2014 quarter

relative to the net injection o$3.3 billionin the o e

previous quarter. LSY RS NA Qa derietalSitziease irmnterest
rates in the March 2015 quarter.  More
specifically, interest rates on local currency
personal loans are expected to increase, while
rates on business loans are expected to decline
marginally (se€Table 2). Lenders indicated that
they expect interest rates to increase for Jamaica
Dollar facilities as JamaicaDollar liquidity
challenges persistDespitethe anticipatedfall in
demand for foreign currency loans, interest rates

With respect to interest rates on foreign currency
loans, the survey results indicate an overall
increase, despite the decline in demand for these
loans. The higher interest rates coutkeflect the
impact of theacceleration indepreciationof the
exchang rateon the cost ofthesefunds.

© Copyright 2013. Bank of Jamaica
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on these loansare broadly expected to increase

December2014 Quarter

in the March 2015quarter.

Personal Lending

Credit Conditions

Credit conditions for personal loamased in the
December 2014 quarter elative to the
September2014 quarter (seeFigure 3). This
improvement wasdue mainly to a reduction in
interest rates and fees applicable to secured
loans as well as highdnanto-value (LTV ratios
for these loans. Households also benefitted from
lower interest rates on nowredit card lending
for unsecured loans.

Lending conditions are expected to tighten in the
March 2015 quarter due to anticipadl tightening

of credit policy forsecured loans. Specifically,
lenders anticipate an increase in interest rates
and fees applicable to secured loans.

Figure3: Credit Conditions for Personal Lending
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1. Indices above 100 indicate easing of credit market conditions
while indices below 100 indicate tightening of market
conditions

© Copyright 2013. Bank of Jamaica

CreditSupply

The availability otredit to individuals increased
in the De@mber 2014 quarter relative to the
September 2014 quarter (see Table 1). This
increasewas reflected in all categories covered
by the survey exceptMortgages & Real Estate
(seeFigure4). In particular,lenders reported a
strong increase in the pool of funds made
available forSecuredoans collateralizedn Real
Estate and Motor Vehicle loans

The increased supply of personal loans was
supported by higher approval rates on loan
applications forcredit cardsunsecuredoansand
debt consolidation (see Figure 4). Of note,
despitethe increase in credit supplied fanotor
vehicle loanslenders indicateda decline inthe
approval rate for these loans in the review
quarter.

Lenders cited changes market share objectives

and loan portfolio diversification as the most
significant drivers behind the expansion in the
quantity of funds supplied to households.
Another relevant factor that contributed to the
expansion in credit supply for the December 20

quarter was a change in competition. In
particular, some creditors cited that they had



“BA

e,
e

N4

oy~

Bank of Jamaica Credit Conditions Survey

December2014 Quarter

improved their personal loan packages due to the CreditDemand

increasing level of competition.

Figured: Availability of Credit for Personal Lending
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CSl less thah00 indicates decline in credit supply while
a CSil greater than 100 indicatesinorease.

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

The asterisks (*) represefarward looking expectations
provided by the respondents.

For theMarch 2015quarter, lenders anticipate a
further increase in the supply of personal loans
(SeeTable 1). Similar to theDeember 2014
guarter, the expansioshouldbe in all categories
of loans covered by the survey (sé&ggure 4).
The expectation for theMarch quarter is
supported by theanticipated increase in the
approval ates on all categories of loansn line
with the surveyresultsfor the Dee@mberquarter,
lenders anticipatd that, for the March quarter,
changing market share objectivescreased loan
portfolio mix and changes in competitionvill be
the most significantdrivers ofexpansion in the
guantity of funds supplied to households.

© Copyright 2013. Bank of Jamaica

Thee was an increase in the demand for
personal loans irthe Deember 2014 quarter,
continuing the trendover the last threequarters.

Specificallythe CDIfor personal loans wa$06.7

for the Deember quarter following thel09.4
recorded for the September2014 quarter (see
Tablel). However, the increase in the Dember
quarter fell below lenderlexpectations for the
quarter.

The performancef credit demandor the review
quarter mainly reflected strong increase in
demand for some loan categories; particularly,
credit cardsmotor vehiclesand unsecured loans
However, lenders reportedthat there was a
declinein credit demand foloans cdlateralized
by real estate and other secured loangor the
Decanber quarter(seeFigureb).

Lenders highlightedncreased loan promotion
activities, changes in interest ratesid personal
income as the most significant drivers of demand
for secured personal loans during the r@wi
guarter. Meanwhile, demand for unsecured
credit was most affectethy changesn personal
income

For the March 2015 quarter, a stronger increase
in credit demand is anticipated as the CDI is
expected to increase t6408.6(seeTablel). This
anticipated rise is reflected in all loan categories
(see Figure 5). In particular, lenders are
anticipating strong demand forredit cardsand
debt consolidation. Similar to the December
2014 quarter, lenders expect promotional
activities to be the main driver behind the
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demand for secured loans while changes in as the reported rate 020.01%for the September
personal income is expected to be the main 2014 quarter The lower averagerate for the
factor that will determine the demand for review quarterwasreflected inall categories of
unsecured loans. loans covered by the survegxceptother secured
personal loangseeTable3). Notably, the lover
lending rates oncredit cargd and unsecured

Figure5: Demand for Personal Loans personal loansmay have contributed to the
increase in demand for these loans in the
150 guarter. For the March 2015quarter, average

140

rates on personal loans are expectadincrease

§ marginallyto 19.67%.

130
120

é 110
T 9
E w0 I Table3: InterestRates on Personal Loans
% 70 Sep-14 EDec-14 s Mar-15*
S w0 March 2014 | June 2014 | September 2014  December 2014
&Qg? \&" é&c}“ b@& zé(&“ \0.:,«\" :ﬁ‘g’ Survey Survey Survey Survey
& & & & 2 & 3y
¥ & ¥ & Q) ‘,,é»* o Mar-14 Jun-147 Jun-14 Sep-14t Sep-14 Dec-14 Dec14 Mar-15+
N\ Q@O c}’& Oi(&
&
0.39" Credit cards 4133 4733|3059 40.79] 47.10 46.10 | 4630 46.30
N

Other unsecured

1. An index less that0O0 indicatesa reduction in the approval personal loans 2048 2069] 2333 19.77] 1950 1960 | 1894 1937
rate while anindex greatethan 100 indicates aimcrease.

2. The asterisks (*) represent forward looking expectations

provided by the respondents. Motor Vehicle | 11.97 11.90| 1130 11.86] 11.42 1152 | 1121 1119
Mortgages 1167 1159] 1052 1055| 10.77 1061 | 1016 10.16
Other secured

personal loans | 1200 12.37| 1149 1032 1127 10172| 1033 1133
Price of Credit

Averagerates | 20.69 20.78] 19.25 18.86| 20.01 19.91] 19.59 19.67

The lending rates on personal loans averaged

19.59% for the December2014 quarter which 1. The asterisks (*) represefarward looking expectations
’ provided by the respondents.

was lower than the expected average rate of

19.91% indicated in the previous survegs well

MicrofBusinessdeending

Credit Conditions guarter relative to theSeptember2014 quarter
(seeFigure6). There was a tightening of credit

Lending conditions for mickbusinesseswere policies applied to secured credit reflecting

largely unchangedfor the Deember 2014
© Copyright 2013. Bank of Jamaica
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increased loan monitoring requirements for
secured loans to micro businesses given
perceived increasedrisk associated withthis
sector. For the March 2015 quarter, credit
conditions are expected to ease slightly due to
reductions in interest rates fdooth secured and
unsecured loans.

The expansion in credit supplied to micro
businesses was supported by higher approval
rates on some loan categoriegarticularly on
credit applications forinventory & working
capital, and commercial motor vehicle loans
Partially tempering the increase in credit supply
were declines in the approval rates on loans for
real estate and acquiring or repairingplant &
equipment (see Figure 8). The expansion in
credit availability for theDe@mber 2014 quarter

Figure6: Credit Conditions for Micro Businesses

105

was reported to be driven by several factors;
141 March 2015 particularly, K  y3S&8 Ay t SYyRSNRQ I LJ
103 foree and the diversiication of loan portfolios. In
£ 102 - addition, changes in the risks associated with
Y market share objectives as well as capital market
8 100.61 .
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°© 99,60 100.04 1 influenced credit availability wting the review
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1. Indices above 100 indicate easing of credit market Figure7: Availability of Credit to Micro Businesses
conditions while indices below 100 indicate tightening of
market conditions 148
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CreditSupply

128

123

Credit Supply Index

Lenders indicatecn increase in the quantity of
credit made available for lending to micro
enterprises for the De@mber 2014 quarter
relative to the September2014 quarter. This
increaseis reflected in aCSlof 1032. The
increase reflected a greater supply of local
currency loans,as the amountavailable for
foreign currency crediremained unchangedat

118

13

100.0since the March 2014 surveme increase 1. Anindex less thahOO indicatesa reduction in the Credit
. . availability while anindex greaterthan 100 indicates an
in the supply of local currency credit was increase.

reflected in all sectors  particularly, 2. The asterisks (fepresent forward looking expectations

Manufacturing and  Transport,  Storage provided by the respondents.

Communicatior{seeFigure?).

© Copyright 2013. Bank of Jamaica



RS,
- v:>N‘!‘/§)

“BAN

BAN,

N4

11

Bank of Jamaica Credit Conditions Survey § December2014 Quarter

For the March 2015 quarter, lenders anticipate currency loans was reflected ia reduction in
an increase in the amount of foreign currency demand from firms within all economic sectors

loans to be made available to micro businesses,despite the increase in credit availabilignd

particularly in theEntertainmentsector, while no

generallylower interest ratesacrossthe sectors.

change is expected for Jamaica Dollar credit (seeNotwithstanding theoveralldeclinein the CDI for

Figure 7). As a result, lenders expecd an
increase in approval rates for all cate@ges of

micro businesses for theeview quarter, lenders
reported there was anincrease in demand for

loans covered by the survey, excluding loans formost loan categories In particular, there was

acquiring or repairing plant & equipmer(see
Figure8). Furthermore, lenders expect thabe

expansion in credit availability will mainly result
f SYRSNEQ |

FNRY OKIy3aSa
capital market pressures.

%

Figure8: Approval Rates on Loan Applications
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1. An index less thad00 indicatesa reduction in the approval
rates while arindex greatethan 100 indicates amcrease.

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

CreditDemand

The CDfor local currency loan® micro business
declinedfor the December2014 quarter relative
to the September2014 quarter while there was
no change irdemand for foreign currency loans
except for the increase in the entertainment
sector (see Figure 9). The lower CDI for local

© Copyright 2013. Bank of Jamaica

strong demand for loans fdnventory &working
capital refinancingas well aplant & equipment

LIISGAGS F2NJ NRalarT

Both secured and unsecured loans demanded by
micro businesses over the review quarter were
significantly affected bghanges within the micro
business sectorand interest costs (sed-igure
10).

For theMarch 2015quarter, lenders anticipate a
significant increasein the CDI for micro
enterprises, particularly for local currency loans.
This demand is expected to emanate from all
sectors in particular, demand is expected to
surge from theDistribution, Manufacturingand
Agriculture & Fishingectors, whileno growth in
demand for foreign currency loans is expected
relative to the September 2014 quarter (see
Figure9). The projected increase in the CDI for
the March 2015quarter reflects the expected
impact of changes in business activities, greater
loan promotional activitiesand positive secter
specific developments.

The impact of these changes is expected to be
partially offset by changes iGovernment policy
as well adirm-specific factors. Moreover, given
the expected implementation otighter credit
policies, particularly for secured loans, in the
March 2015 quarter, the negative impact of these
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changes could be more significant than

anticipated. ) )
Price of Credit

For the December 2014 quartetending rates on
Figure9: Credit Demanded by Micro Businesses local currency loans to micro businessedl to
the lowest level since the inception of the survey.
In particular, interest ratesveragedl19.28% for
the review quarter,2.93 prs lower than the
lending rae reported for the December 2013
quarter? Amongst the sectorsAgriculture &
| 2 Fishing Distribution and Tourism attracted the
¥ “errLe lowest interest rats, whereas interest rate
w ‘ ‘ ‘ ‘ ‘ | ‘ ‘ ‘ adjustments for Mining & Quarrying and
Professional & Other Servicesctors appearto

be sticky(seeTable4).
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For the March 2015 quarter, local currency
lending rates are expected to declindurther by
1. Anindex less thah0O0 indicatesa reduction in the Credit 2.35 pps to 16.926. Thisdeclinewill main|y be
demand while anindex greaterthan 100 indicates an . .
increase. reflected inlower interest rates on loans to the
Mining & Quarrying Entertainment, and

Electricity, Gas & Watesectors

FigurelQ Drivers of Demand Credit

110%
= === Unsecured: Mar-15*

- = Nointerest ratesfor foreign currency loant the

Unsecured: Dec-14

- L . Tewser micro business sectowas indicated for the
=\ review quarter. Thismay be due 12 f SYRSNAQ

50%

30%

B _ B B \ decisions to restrict foreign currency loans to
LG A / = — B . .
iy i R business sectors that earn foreign currency and
\B= / \E= . . .
o \'E f = also to the decline in demand for foreign
e g / = currency loans for micro businesses (3edle4).
-70% - =2 E
-90%
}s\e &Qé@ «;"}é @@" p & @'i**\@ ‘ &
é,\&-:' e“@&‘ & &oeo"‘“‘ °«°§ e o
A2 ‘go‘“ g“é €

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

2 SeeBank of Jamaica Quarterly Credit Conditions Survey
Report: Septetmer 2014 Quartefor a more detailed view of
local currency interest rates.

© Copyright 2013. Bank of Jamaica
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For the March 2015 quarter, only one institution
provided an interest ratefor firms across all
sectors that access foreign currency loans.

Tabled: Interest Rates on Locaihd ForeigiCurrency
Loans

Local Currency Foreign Currency
September 201 December 201| September 201{ December 20
Survey Survey Survey Survey
Sep-14 Dec-14fDec-14 Mar-15¢ Sep-14 Dﬁi Dec-14Mar-1¢
Agriculture &
Fishing 2750 23.78| 12.67 13.68 na  10.00 na 975
Construction &
Land 2325 20.23| 20.05 17.17 na 975
Development na 10.00
Distribution 3433 3280| 2594 2526f na 1000 na 9.75
Electicity Gas & ¢ 00 2007| 2600 2113 ha 975
Water na 10.00
Entertainment | 26.00 15.05| 18.63 1325 na 1000/ na 9.75
Manufacturing | 14.18 1555| 12.78 13.75| na 1000/ na 9.75
Mining &
Quarnying 2650 20.07| 2650 17.92 na 1000 "2 9.75
Professional &
Other Services 15.72 16.43| 16.05 14.69 na 10,00 na 975
Tourism 2600 19.90( 18.00 1750 na 10.00 na 9.75
Transport,
Storage & 17.27 16.68| 16.14 14.88 na 975
Communication na 10.00
Average Rate  23.67 20.05| 19.28 16.92| n.a 10.00] na 9.75

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

December2014 Quarter

SmallFBusinessckending

Credit Conditions

Lending conditions for small businesseshtened
in the December2014 quarter relative to the
September2014 quarter (sedrigure 11). This
wasprimarily attributed to a risein interest rates
on non-credit card lending and loan monitoring

© Copyright 2013. Bank of Jamaica

requirements f@ unsecured loansHowever,the
tightening oflending conditionsvastempered by

a loosening in loan covenant compliance for
secured loans. For theMarch 2015 credit
conditions are expected tamprove as lenders
anticipate adecline in interest rates onnon-
credit card lending for unsecured loans.
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Figurell Credit Conditions for Small Businesses
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1. Indices above 100 indicate easing of credit market
conditions while indices below 100 indicate tightening of
market conditions

Credit Sipply

There was an increase inedit made available to
small businesses for theecember 2014uarter
relative to theSeptember2014 quarter reflected
in a CSI ofl05.4 The increasewas generally
influenced bya greatersupply of local currency
loans aghere was only a slight increase énedit
availability forforeign currencyloansrelative to
the September2014 quarter Theincreasein the
supply of local currency credit was reflected in all
sectors particularly inthe Entertainmentindustry
(seeFigurel?).

September2014 Quarter

With regard to the factors influencing credit
availability to small businesses, lenders cited an
expansion in their market share objectives and
improvements in their economic outlook as two
significant factors that contributed to the
increase in the CSlrfdhe review quarter. Also,
credit risks from the small business sectoay
have lessened givetreditorsincreased efforts to
create credit packages suitable for this market.

Figurel2 Availability of Credit to Small Businesses
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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 March 2015quarter, the CSI for small

Lenders reported that the increase in the CSI forbusinesses is anticipated to increase duethe

the review quarter wassupported by a higher
rate of approval for some small business loans
applications Specifically, higher approval rates
were noted forinventory & working capital and
motor vehiclegoans

© Copyright 2013. Bank of Jamaica

greater availability of bothlocal and foreign
currency loans with foreign currency loans
reflecting the sharper increas€SeeFigure 12).
The expected increase in the CSI foreign
currency loans shoulgredominantlybe reflected
in the Professional& Other servicessector.
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Lenders indicate an intention tancrease the

September2014 Quarter

Manufacturingand Distribution. This é&mand is

share of credit supplied to small businesses andexpected to be propelled by increased

cited expectedmprovements infuture economic

conditionsas the most significant contributors to

the anticipated increase in the Ci8r the March
2015quarter.

CreditDemand

The CDI for bdt local and foreign currency loans

for small businessescreasedfor the December
2014 quarter relative to theSeptember2014

guarter. Theincreasefor local currency loans was

mainly reflected inhe demand fromDistribution
and Professional & Otherservices while for

foreign currency loansdemandemanated from
Entertainmentand Distributionas demand from
the other economics sectors declingéseeFigure
13).

The increase in the overall CDI for small

businesses for thddecember2014 quarter was

reflected inthe majority of the loan categories

covered by the survey In particular there was
strong demand forinventory & other working

capital financing and commercial motor vehicle

loans. Competitive interest rates and increased
loan promotion activities would have facilitated
the increase ifoan demand by small businesses

over thereviewquarter

For the March 2015 quarter the CDI for loda

currency loans is expected to increase

significantly while demand for foreigrcurrency

loansis anticipated to decline slightly relative to

the December 2014 quarter.Respondentsare

anticipating robust demand for local currency

loans from all economicectors, notably from
© Copyright 2013. Bank of Jamaica

promotional and businessactivities as lenders
seek to expnd their market reach to small
businesses

Figurel3 Credit Demanded by Small Businesses
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1. An index less thari00 indicatesa reduction in the Credit
demand whileanindex greatethan 100 indicates an increase.

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

Price ofCredit

For the review period, the weighted average
lending rate on local currency loans to small
businesses averagetl2.85% which waslower
than the rate of 14.8%% anticipated in the
previous survey and thaveragerate of 12.9%
for the September2014 quarter (seeTable 5).
Small businesses firms Tourism Agriculture &
Fishing and Manufacturing were offered the
lowest lending rates while théhighestrate was
offered to firms in the Entertainment and
Electricity, Gas & Wateindustries For the
March 2015 quarter interest rates on local
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currency loans are expected tincrease to
average 13.91% for the quarter This increase
should reflect higer rates on loans to all sectors
with the exception of Distribution, Transport,
Storage& Communicatiorand Entertainment

Unlike micro businesses, there was provision of
foreign currency credit to small businessas
loans were extended to firms in the
Entertainment  and Tourism sectors.
Consequentlylending rates for foreign curregc

loans average®.81%for the review quarterThe
Table5: Interest Rates on Local Currency Loans

lenders anticipate @a average rate 00.32% for
the March 2015quarter.

Local Currency Foreign Currency
September 201 December 201 September | December 201
Survey Survey 2014 Surve Survey
Dec-

Sep-14 Dec-14f1 Dec-14Mar-15[Sep-14 1a% Dec-14Mar-15

Agriculture &
Fishing
Construction &
Land 15.06 15.97| 13.19 16.89| na 9.67| na 9.30
Development

Distribution 16.01 15.41| 1648 1484 na 9.67| na 895

13.67 13.20| 10.00 11.69| na 9.67| na 8.70

Electricity Gas
Water

Entertainment| 0.00 16.07| 15.18 15.11] n.a 9.67| 12.00 9.55

13.00 16.07| 15.95 17.26| na 9.67| na 955

Manufacturing| 14.32 14.39( 10.89 12.12 na 9.67| 9.75 10.88
Mining &
Quarrying
Professional &
Other Services

11.63 16.07| 10.00 1294 na 9.67| na 870

1437 13.41| 11.80 1243| na 9.67| 6.00 955

Tourism 14.88 13.20| 1000 11.84| na 10.00 11.50 8.70
Transport,
Storage & 16.96 14.68| 14.99 1397| na 1013 na 9.30

Communicatio

Average Rate | 12.99 14.85| 1285 1391] na 9.75| 9.81 9.32

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

MediunSized-Business:kending

Credit Conditions monitoring requrement.  For the March 2015
quarter, credit conditions are expected tighten

Lending conditions for mediwsized businesses f,rther as lenders anticipate an increase in

tightened for the Deember 2014 quarter, jnterest rates andoan monitoring requirements

relative to the September2014 quarter (see {or secured loans.

Figure14). The outcome for the review quarter

was underpinned primarilpy a notable increase

in interest rates on secured loans as well as

increased loan covenant compliance and loan

© Copyright 2013. Bank of Jamaica
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Figurel4 Credit Conditions for Meditgized
Businesses

September2014 Quarter

Figurel5 Availability of Credit to Medisimed
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 expectation
provided by the respondents.

Credit Supply

There was amarginal increasen the CSI for
mediumsized businesses for tH2ecember2014
guarter relative to theSeptember2014 quarter
as reflected in an index ofL00.3. Overall, the
change in the QSeflected marginal growth in
the suppl of localcurrency loanss there was no
growth in foreign currency loangor the review
quarter. Growth in the supply of local currency
credit waslargelyreflected inthe Construction &
land developmentand Professional & Other
servicessectors (see Figure 15). The CSI for
mediumsized businesses in tHeecember2014
quarter was also influenced lgrediz NBR Q Y I
share motive as they seek tincrease the supply
of credit to these businesses.

The increased supply of loans to medisimed

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

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

For the March 2015quarter, the CSI for local
currency and foreign currency loans to medium
sized businesses is anticipated to increase
marginally. Of note, the increase in the CSI for
the March quarteris expeced to be influenced
mainly byt SYRSNAEQ RSaANB (2
of the medium sizebusiness market.

Credit Demand

The CDI for local currency loans for medisized
businessesincreased for the December 2014

Y rt%r,l.jrelative to theSeptember2014 quarter.

In contrast, the CDI for foreign currency loans
decreased The increasein the CDI for local
currency loans was reflected in all economic
sectors, with the exception oManufacturing,
Distributionand Entertainment With respect to
foreigncurrency loans, the decline in the CDI was

businesses was supported by higher approval efiected inall economic sectoreeFigurel6).

rates for all loan applications, excepDther
securedoans.

© Copyright 2013. Bank of Jamaica
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