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Preface

Bank of Jamaica (BOJ) has institutional respon-
sibility for the oversight of financial system stabil-
ity and the conduct of macroprudential interven-
tions (Bank of Jamaica (Amendment) Act, 2015).
This responsibility entails identifying, monitoring
and taking action to mitigate or reduce potential
systemic risks to ensure the proper and efficient
functioning of the financial system and, conse-
quently, promote macroeconomic stability and
growth. The financial system has three com-
ponents: financial institutions, markets and in-
frastructure.! Therefore, BOJ ensures that the
overall financial system is resilient to shocks, by
strengthening the loss absorbency capacity of
the system. Ultimately, when the financial sys-
tem is functioning properly this contributes to the
achievement of BOJ’s primary objective of en-
suring price stability.

This Financial Stability Report (FSR) articulates
the Financial Policy Committee’s (FPC) assess-

ment of the outlook for financial stability in Ja-

" For the purpose of this report, financial institutions in-
clude deposit-taking financial institutions, securities deal-
ers and insurance companies. Financial markets include
foreign exchange, money and capital markets. Financial
market infrastructure refers to payment and securities set-
tlement systems.

maica.? It presents the Committee’s evalua-
tion of the resilience of the domestic financial
system, highlights the key risks that could af-
fect stability, and describes the policy measures
being implemented to mitigate or reduce those
risks. The contents of the FSR are consistent
with the Bank’s commitment to keep Jamaicans
informed about its policies, activities and oper-
ations. This transparency allows for more in-
formed discussions and activities around finan-

cial stability issues in Jamaica.

The Financial Stability Report is published an-
nually, with a legislative requirement to be pub-
lished by March 315t of each year.

The FSR is available on BOJ’s website at
https://boj.org.jm/boj-publications/

annual-publications.

Comments and suggestions from readers are
welcomed. Please email your feedback on this
report to contact@boj.org. jm.

2 The Financial Policy Committee of the Bank of Jamaica
was established under the Bank of Jamaica (Amendment)
Act, 2020 and became operational on 16 April 2021. The
Committee, comprising ex-officio and appointed mem-
bers, is responsible for decisions relating to financial pol-
icy, including prudential supervision, macroprudential pol-
icy, payments and settlements, and other financial sta-
bility matters. To effectively discharge its functions, the
Committee, meets at regular scheduled intervals.

iii Resilience by Design

BANK OF JAMAICA


https://boj.org.jm/boj-publications/annual-publications
https://boj.org.jm/boj-publications/annual-publications
mailto:contact@boj.org.jm

Bank of Jamaica

Financial Policy
Committee

Richard
Byles

Chairman

Natalie
Haynes

Deputy Governor

Banking, Currency
Operations & Financial
Markets Infrastructure -
BOJ

ol v

Wayne

Robmson

Senior Deputy
Governor - BOJ

Jide
Lewis

Deputy Governor

Financial Institutions
Supervisory Division - BOJ

Myrtle
Halsall, OD

Appointed Member

David
Tennant
Appointed Member




Bank of Jamaica

Financial System

Stability Committee

~N
Richard Wayne
Byles Robinson
Chairman Senior
Deputy
Governor - BOJ
J J
N N
Jide Darlene
Lewis Morrison
Deputy Ccb
Governor Financial
Financial Secretary
Institutions Ministry of
Supervisory Finance
Division - BOJ and Public
' Service
) J
N N
Kerron Antoinette
Burrell McKain
Executive CEO
Director Jamaica
Financial Deposit
Services Insurance
Commission Corporation
J J
N N
David Dr. Laverne
Marston McFarlane
Appointed Appointed
Member Member
J J




FINANCIAL STABILITY REPORT 2025

Contents

Abbreviations and Acronyms

Preface

Foreword from the Governor

Executive Summary

1 Macrofinancial Environment: Foundations of Systemic Resilience

1.1 Global Macrofinancial Conditions

1.2 Domestic Macrofinancial Conditions

1.2.1
1.2.2
1.2.3
1.2.4
1.2.5
1.2.6

1.2.7

The Macrofinancial Environment
Macrofinancial Composites
Deposit-taking Institutions Sector
Securities Dealers Sector
Insurance Sector

Credit Unions Sector

Microcredit Sector

2 Financial Sector Risks and Resilience: Buffers, Vulnerabilities and Structural Shift

2.1 Risks and Vulnerabilities

211
21.2
213
214

2.1.5

Credit Growth, Loan Quality and Provisioning Trends

Trends in Lending to the Household Sector

Trends in Lending to the Non-Financial Corporate (NFC) Sector
Asset Valuation Pressures: Real Estate and Equity Markets

Systemically Important Financial Institutions and Consolidated Supervision

2.2 System-wide Vulnerability Assessment

2.21
2.2.2

DTI Sector Vulnerabilities

Securities Dealers Sector Vulnerabilities

xiii

Xiv

10
13
16
17
24
25

26
27
27
28
30
33
35
38
38
43

Vi

Resilience by Design BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

2.2.3

Insurance Sector Vulnerabilities

2.3 Payment System Developments

2.4 Stress Testing Resilience and Regulatory Actions in 2025

241
24.2
2.4.3
244
245

246

Assessment of Systemic Resilience Through Stress Testing

Key Results

Evolution of Vulnerabilities

Reverse Stress Testing

Second Round Impact Simulation

Regulatory Initiatives Implemented Across the Financial Sector in 2025

Box 2.1 - A Residential Real Estate Price Index (RREPI) for Jamaica: Method-

ology and Market Developments

Box 2.2 - Update on Trend in Bank Fraud in Jamaica

3 Climate Risks as a Financial Stability Shock: Stress, Adaptation and Policy Response

3.1 Climate Risk and Financial Stability: Transmission Channels

3.1.1
3.1.2
3.1.3
3.1.4
3.1.5

Physical Risk as a Systemic Shock

Operational and Payment System Disruptions
Insurance Sector Transmission and Risk Repricing
From Shock to Systemic Risk

Policy and Supervisory Initiatives to Strengthen Climate Resilience

3.2 Hurricane Melissa

3.2.1
3.2.2
3.2.3

Balance-Sheet Effects for Deposit-Taking Institutions and Securities Dealers
Operational Disruptions and Business Continuity

Insurance Sector Resilience

Looking Towards 2026

4.1 Emerging Risk for 2026

4.1.1

Geopolitical Tensions

46
51
54
54
55
56
57
58

60
65

68
69
70
70
72
72
72
75
75
77
78

80

81
81

Vii

Resilience by Design BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

4.2 Policy Reforms 82
4.2.1 Enhancing Financial System Resilience Through Basel Ill and Supporting Re-
forms 82
422 Basel Il (Pillar I) Implementation 83
4.2.3 Basel IlI (Pillar 1) Implementation 85
424 Additional Policy Initiatives 85
4.3 MaFiA Baseline and Climate Scenario Assessment 87
Box 4.1 - Introduction to the Macro-Financial Assessment (MaFiA) Model 89
Box 4.2 - Enhancing Banking System Competition Programme - An Update 89
Box 4.3 - Communicating to Strengthen Public Trust & Financial System Sta-
bility Through Strategic & Targeted Messaging 91
Glossary 93
Appendices 93
Figures
1.1 Global economic activity remained stable in 2025, while disinflation strengthened amid
easing supply-side pressures. 3
1.2 OQil prices declined in 2025 as supply conditions normalized, while major central banks
continued policy rate reductions amid lower inflation. 3
1.3 Financial market stress remained subdued in 2025 amid improving risk sentiment. 5
1.4 Falling bond yields at end-2025 alongside continued growth in major stock market indices 5
1.5 The Macrofinancial Index deteriorated at end 2025. 7
1.6 Domestic inflation remained broadly within target in 2025, while monetary conditions
eased modestly. 7
1.7 Uptick in annual depreciation of the J$:US$ exchange rate in 2025, while one-year rolling
FX volatility declined at end-2025. 9

viii

Resilience by Design BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

1.8

1.9

1.20

2.1

2.2

23

Longer-term GOJ Eurobond yields declined at end-2025 amid improved external condi-
tions and sovereign risk ratings, while declines in domestic stock market indices reflected

weaker market performance and reduced depth.

Banking Stability Index improved in 2025 but remained below its long-term average.
Aggregate Financial Stability Index remained broadly stable in 2025.

The Micro-Prudential Index showed improvement, remaining below the crisis threshold.

DTI balance-sheet expansion in 2025 was driven by stronger loan growth alongside in-
creased allocations to investments and liquid assets.

DTIs’ capital adequacy strengthened in 2025, remaining well above regulatory require-
ments, while profitability improved amid higher operating income and lower interest ex-

penses.
Growth in receivables and investments underpinned SDs’ asset expansion in 2025.
Repo funding remained the dominant source of financing for SDs in 2025.

Elevated capital buffers supported sector resilience, with the CAR rising to 20.7 per cent
at end-2025, alongside a strong rebound in profitability.

Life insurers’ assets expanded in 2025 driven by investment growth, while general insur-
ers’ asset growth reflected higher cash holdings amid reduced investments.

Investment strategies diverged across sub-sectors, with life insurers increasing holdings
and general insurers shifting toward cash for liquidity.

Robust capital-to-assets ratios supported industry resilience, while insurance sector prof-
itability improved in 2025, driven by stronger underwriting performance, particularly in life

insurance.

Life insurers maintained LICAT ratios well above prudential minimums, while general
insurers’ MCT and solvency ratios also remained above benchmarks, demonstrating

sector resilience.

Credit-to-GDP gap indicators remained negative in 2025, reflecting tight credit conditions

despite a slight uptick driven by slower nominal GDP growth.

Household loans remained the largest share of DTIs’ portfolios in 2025, while growth

slowed remained positive.

The share of HH mortgage and consumer loans converged to an equal split in 2025

11
11
13

15

16

18
18

19

19

22

22

23

28

29
31

Resilience by Design BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

24

2.5

2.6

2.7

2.8

2.9

2.10

2.1

212

213
2.14

2.15

2.16

217

2.18

2.19

Household consumer NPL ratios increased while mortgage NPL ratios declined in 2025,

alongside reductions in both consumer and mortgage PDL ratios.

NFC loans remained a significant share of total lending as credit to the sector expanded

in 2025, although growth across the top five sectors was mixed.
NFC NPL ratios remained broadly unchanged, while PDL ratios worsened in 2025
DTls maintained an NPL coverage ratio above 100 percent despite rising NPLs in 2025

Residential property price growth continued to outpace rental price growth, while moder-
ation in annualized volatility coincided with weaker returns in the JSE Main Market Index.
36

Network of gross funding exposures among SIFls and non-SIFls (including foreign insti-

tutions)

DTI sector vulnerabilities remained moderate in 2025, with credit and interest
rate risks as the primary sources of exposure.

DTIs’ large exposures by top five economic sectors at end-2025, showed moder-
ate increases, with financial institutions remaining the largest sectoral exposure.
41

DTIs’ unrealized fair value losses declined in 2025, reflecting lower bond yields
and improved market conditions.

DTls’ JMD and USD Liquidity Coverage Ratios remained adequate in 2025

Securities Dealers sector vulnerabilities remained moderate in 2025, with FX and
concentration risks as the primary sources of exposure.

SDs’ unrealized fair value losses declined in 2025, supported by stable macrofi-
nancial conditions and portfolio rebalancing.

General insurers’ vulnerabilities remained moderate in 2025, driven mainly by
counterparty and reserving risks.

Life insurers’ vulnerabilities remained moderate in 2025, driven mainly by reserv-
ing and liquidity risks.

ABM Activities and POS Transactions increased however POS-to-ABM ratio moderated
for December 2025

ABM and POS terminals increased for 2025

31

32
33
34

37

39

42
42

44

45

47

47

52
53

Resilience by Design BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

2.20 Concentration Risk moderated for December 2025

2.21 Post Shock CAR for DTls, Securities Dealers and Insurance Companies demonstrated
resilience to the assessed shocks

2.22 DTls post-shock CAR performance improved over the period December 2024 to Decem-
ber 2025 driven by recapitalization and waning of credit risk exposures

2.23 Securities dealers post-shock CAR performance was more resilient over the period De-
cember 2024 to December 2025 driven primarily by significant capital injections by the
largest entity

2.24 10C of DTls, Securities Dealers and Insurance Companies from credit and funding sim-
ulation

3.1 Climate-Related Risk Transmission Channels and Financial Stability Implications

4.1 Trend in Capital Adequacy Ratio: Basel | vs Basel Il (%)

4.2 Distribution of Basel Il Capital Adequacy Ratio

4.3 Trend in LCR by Currency (%)

4.4 Distribution of Liquidity Coverage Ratios

List of Tables
3.1 Physical Climate Risks and Transmission Channels
3.2 ABM Recovery Progress following Hurricane Melissa was slowest in parishes in the di-

rect line of impact

54

55

56

57

59
73
84
84
86
86

71

77

Xi

Resilience by Design BANK OF JAMAICA



Foreword




Foreword
from

Governor
Richard Byles

Jamaica’s financial system remained stable
and resilient, during 2025, despite the
significant social and economic disruption
caused by Hurricane Melissa in the fourth
quarter. Deposit taking institutions (DTls),
securities dealers (SDs) and insurance
companies maintained strong capital and
liquidity positions, supported by prudent
balance sheet management.

While the hurricane temporarily affected
economic activity and contributed to some
softening in asset quality indicators, the
system continued to demonstrate its ability
to absorb shocks. Stress testing conducted
during the year confirmed that financial
institutions remained resilient even under
severe macrofinancial scenarios, supported
by existing capital and liquidity buffers.

Identification and delineation of emerging
risks remained central to the Bank'’s financial
stability assessment. In particular,
climate-related financial risks, operational
vulnerabilities  highlighted by physical
disruptions, cybersecurity threats and
external geopolitical uncertainties were
closely monitored. The experience of
Hurricane Melissa reinforced the systemic
nature of climate-related shocks for small
island developing states (SIDS) and
underscored the importance of integrating
climate considerations into financial stability
surveillance and supervisory frameworks.

During the review year, there was continued
progress in strengthening the financial system'’s
structural resilience. Collaborative supervision
advanced ahead of the full implementation of the
Twin Peaks framework, while work progressed on
key reforms including Basel Ill standards, the
Systemic Risk Buffer (SyRB) and the Special
Resolution Regime (SRR). In addition, there was
advancement in initiatives aimed at enhancing
bank competition such as the development of the
electronic Know-Your-Customer (eKYC) Utility and
Account Portability.

The Bank remains committed to deploying robust
supervisory and macroprudential tools to
safeguard financial stability. Accordingly, we will
continue to monitor evolving risks and pursue
policy actions that enhance the resilience of
Jamaica’s financial system in an increasingly
uncertain global and climate-affected
environment.

Richard Byles

Governor, Bank of Jamaica
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Executive Summary

The year 2025 reflected mixed macrofinancial
developments that shaped the performance of
the domestic financial system. Globally, inflation
continued to moderate, supporting further mon-
etary policy easing across major central banks
and contributing to improved financial market
sentiment. Bond yields declined, emerging mar-
ket spreads narrowed, and major equity indices
recorded strong gains, signalling improved in-
vestor risk appetite and favourable external fi-

nancing conditions.

Domestically, macroeconomic conditions were
significantly influenced by the impact of Hurri-
cane Melissa in the last quarter of 2025, which
disrupted economic activity across several key
sectors. Gross domestic product (GDP) in real
terms is estimated to have declined between 0.5
and 1.5 per cent for the year. Notwithstanding
the economic shock, inflation remained firmly
within the Bank’s target range, declining to 4.5
per cent at end-2025 relative to 5.0 per cent
at end-2024. This outcome was supported by
broad exchange rate stability and the Bank’s de-
cision to hold the policy rate in seven out of eight

policy meetings for the year.

In the context of a mixed global and domes-
tic economic environment, Bank of Jamaica re-
duced the policy rate to 5.75 per cent from
6.00 per cent at end-2024.3 Deposit rates fell
consistent with the easing policy stance, while
lending rates remained relatively unchanged, re-
flecting structural rigidities in credit pricing and
limited pass-through to borrowers. Credit-to-
GDP gap remained negative, reflecting growth
in credit-to-GDP remaining below its long-run
trend. However, credit conditions were favor-
able with loan quality and lending rates remain-
ing stable. These dynamics indicate muted fi-
nancial cycle pressures and limited evidence of
systemic risk accumulation from credit expan-

sion during the review period.

Financial market conditions remained generally
orderly throughout 2025. The foreign exchange
market exhibited reduced volatility despite mod-
est depreciation pressures following the hurri-
cane shock. This performance was supported
by the Bank’s proactive strategies to maintain
market stability. Consistent with global develop-

ments, yields on Government of Jamaica Global

3 The policy rate was reduced to 5.75 per cent on 20 May
2025
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Bonds (GOJGB) declined, reflecting improved
external financing conditions and strengthening
investor confidence in Jamaica’s sovereign risk
profile. In contrast, domestic equity market in-
dices weakened during the year, reflecting port-
folio rebalancing amid softer domestic economic

conditions, particularly in the December quarter.

Against this macrofinancial backdrop, the do-
mestic financial system remained stable and re-
silient. Deposit-taking institutions maintained
strong liquidity and capital buffers, supported
by sustained profitability and prudent balance-
sheet management. Total assets expanded
during the year, driven primarily by growth in
loans, investments and liquid funds alongside
strong deposit inflows as funding conditions re-
mained strong. Liquidity indicators remained
well above regulatory thresholds, and capital
adequacy strengthened. Although there was
a slight uptick in non-performing loans follow-
ing the hurricane shock, asset quality remained
broadly stable, supported in part by temporary

borrower relief measures.

The securities dealers sector also maintained
strong balance-sheet positions during 2025. As-
set growth was modest, reflecting increases in
accounts receivable and investments. Capital
adequacy improved for the sector, with all enti-

ties maintaining capital adequacy ratios (CAR)

above regulatory minimums. Profitability re-
bounded largely driven by higher non-interest
income, particularly trading gains, and lower in-
terest expenses associated with repo liabilities.
Repo funding remained the dominant source
of financing, although growth moderated as in-
stitutions diversified funding structures and im-

proved operational efficiency.

The insurance sector also remained resilient dur-
ing 2025, supported by continued balance sheet
expansion and strong capital buffers. Growth in
industry assets was driven primarily by the life in-
surance segment through increased investment
holdings. In the second half of the year, general
insurers strengthened liquidity positions, reflect-
ing precautionary adjustments ahead of antici-
pated claims associated with hurricane-related
risks. Capitalisation across the sector remained
sound, with prudential ratios for both life and
general insurers continuing to exceed regulatory
requirements. Profitability was broadly main-
tained, as improved insurance service perfor-
mance supported earnings despite some mod-
eration in investment income. Overall, the sec-
tor continued to play an important risk-absorbing
role within the financial system, underpinned by
prudent risk management and adequate capital

positions.
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Aggregate financial stability indicators remained
favourable. The Banking Stability Index (BSI)
improved modestly but remained below its
long-term historical average, indicating gradual
strengthening in banking sector resilience. The
Aggregate Financial Stability Index (AFSI) re-
mained broadly stable, reflecting improvements
in financial soundness and global economic con-
ditions offset by weaker financial development
indicators. The Micro-prudential Index (MiPi)
also improved and remained well below its crisis
threshold, reinforcing the assessment that the

banking sector continues to operate from a posi-

tion of strength.

Interconnectedness continued to be a defin-
ing feature of the domestic financial system,
with systemically important financial institutions
(SIFIs) remaining central within the network
structure. The payment system remained ro-
bust, supported by continued expansion in elec-
tronic transactions and improvements in op-
erational efficiency. Nonetheless, Hurricane
Melissa highlighted vulnerabilities related to op-
erational continuity, particularly regarding ac-
cess to cash through physical infrastructures
such as automated banking machines (ABMs)
as well as digital payment channels. These
vulnerabilities were evident with the disruptions
to electricity and telecommunications infrastruc-

ture. The disruption in ABM services caused

by these developments, underscores the impor-
tance of operational resilience and contingency
planning within the financial system infrastruc-

ture.

Stress testing exercises conducted for deposit-
taking institutions, securities dealers and in-
surance companies indicated that the financial
system remained resilient even under severe
macrofinancial shock scenarios. Existing capi-
tal and liquidity buffers provide significant loss-
absorption capacity, supporting system stability

despite emerging risks.

The experience of Hurricane Melissa demon-
strated how climate events can transmit simulta-
neously through credit, liquidity and operational
channels, affecting borrower repayment capac-
ity, collateral values, and payment system func-
tionality. While the financial system remained
resilient, the hurricane reinforced the systemic
nature of physical climate risks for small island
developing states and the importance of integrat-
ing climate considerations into financial stability

surveillance and stress testing frameworks.

Within the context of climate risk management,
the insurance sector played an important shock-
absorbing role within the financial system, sup-
ported by reinsurance arrangements and the
Government of Jamaica’s (GOJ’s) layered dis-

aster risk financing strategy, which included

XVi Resilience by Design
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parametric insurance and catastrophe risk trans-
fer instruments. These mechanisms provided
rapid liquidity support following the devastation
caused by Hurricane Melissa and helped to mit-
igate fiscal pressures and reduce spillovers to

the domestic financial system.

During 2025, the Bank continued its efforts to
strengthen public confidence in the financial
system through coordinated initiatives among
members of the Financial System Safety Net
(FSSN).* In keeping with its mandate, the Ja-
maica Deposit Insurance Corporation (JDIC) en-
gaged in public education campaigns and com-
munication strategies aimed at improving aware-
ness of deposit insurance protections which con-
tributed to depositor confidence and supported

financial system stability.

The Bank also continued to advance broader
regulatory and supervisory reforms, including
implementation of Basel lll standards, develop-
ment of the Systemic Risk Buffer (SyRB) frame-
work, and progressed toward operationalizing
the Special Resolution Regime. Work towards
the implementation of the Twin Peaks supervi-

sory framework in collaboration with the Finan-

4 The Financial System Safety Net (FSSN) is a collabora-
tive framework involving key financial institutions and reg-
ulators aimed at enhancing financial stability. The mem-
bers include Bank of Jamaica (BOJ), the Financial Ser-
vices Commission (FSC), and the Jamaica Deposit Insur-
ance Corporation (JDIC).

cial Services Commission (FSC) also continued.
In addition, the Bank is advancing its climate risk
programme, including the refinement of climate
stress testing methodologies, improvements in
data and disclosure frameworks, as well as in-
tegration of climate considerations into supervi-

sory practices.

The outlook for financial stability remains posi-
tive, albeit with notable evolving downside risks.
External risks include geopolitical tensions and
potential supply-chain disruptions which may
have implications for commodity prices and the
path of global monetary policy. Domestically,
climate-related shocks remain a key vulnerabil-
ity, alongside cybersecurity threats and poten-
tial regional spillover risks. Furthermore, with
residential real estate prices being elevated, rel-
ative to fundamentals in 2025, this raises con-
cerns about potential overvaluation and the risk
of a correction, which could have implications
for financial stability through credit and collateral
channels. Despite this, the financial system is
expected to continue to demonstrate resilience,
bolstered by proactive policy initiatives, strong
institutional frameworks, and coordinated efforts
among members of the Financial System Safety
Net to mitigate risks and enhance systemic re-

silience.
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In response to these risks, the BOJ will con-
tinue to advance key policy initiatives aimed at
strengthening systemic resilience and improv-
ing monetary policy transmission. Consistent
with advancing key policy initiatives, was the
progress made in the Enhancing Banking Sys-
tem Competition Programme during 2025, with
advances in the development of the Electronic
Know-Your-Customer Utility and the Account
Portability initiative. These are among the pol-
icy initiatives intended to reduce structural fric-
tions in the banking system, enhance competi-
tion, lower switching costs for customers, and
improve the effectiveness of monetary policy
transmission. Furthermore, initiatives such as
the proposed microinsurance framework and
the continued adoption of the central bank digi-
tal currency (CBDC) are expected to enhance fi-
nancial inclusion and provide additional support

to the financial system’s operational resilience.

Against this background, the Bank will continue
to monitor macrofinancial developments closely
and pursue policies aimed at mitigating systemic
risks and strengthening the resilience of the fi-

nancial system as risks evolve.
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Global financial conditions improved in 2025 as moderating inflation and easing monetary

policy supported stronger investor sentiment and lower financial market stress. Domes-

tically, macro-financial conditions were mixed, reflecting the economic disruption caused

by Hurricane Melissa alongside moderating inflation, stable foreign exchange markets and

gradual monetary easing. Despite these developments, macrofinancial indicators pointed

to broadly resilient financial sector, reflecting sound financial sector fundamentals.

1.1 Global Macrofinancial Condi-
tions

Global economic growth is estimated to have
remained stable, in 2025, as the impact of in-
creased investment in technology partly off-
set the dampening effects of shifting trade
policies. Estimates show that the global econ-
omy expanded by 3.3 per cent, in 2025, broadly
unchanged from the pace recorded in 2024 (see
Figure 1.1).> Growth is estimated to have
accelerated in emerging markets and develop-
ing economies, in contrast to a deceleration
among advanced economies. This divergence
in growth estimates reflects pressures associ-
ated from shifting trade policies, the impact of
which is partly offset by robust investment in
technology and artificial intelligence, particularly

in North America and Asia.

5See IMF World Economic Outlook Update, January
2026.

Globally, inflationary pressures continued to
ease, in 2025, reinforcing the broad-based
disinflation that began in 2023. Current esti-
mates indicate that average global inflation de-
clined to 4.1 per cent in 2025, from 5.8 per
cent in 2024, driven primarily by weaker de-
mand conditions, improvements in global sup-
ply chains, as well as a general moderation in
oil and other commodity prices.® This trend is
also evident in year-over-year (y-o-y) global in-
flation estimates (see Figure 1.1). International
crude oil prices fell notably, during 2025, due
to expanding supply from non-OPEC producers
and weaker global industrial activity (see Fig-
ure 1.2).” These dynamics supported a more
accommodative monetary policy stance across
major central banks, enabling continued policy-
rate reductions during 2025 (see Figure 1.2).
The easing in global inflation and policy interest

rates contributed to an improvement in global fi-

6 See footnote 5.
" West Texas Intermediate.
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Figure 1.1

Global economic activity remained stable in 2025, while disinflation strengthened amid easing supply-
side pressures.
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Figure 1.2

Oil prices declined in 2025 as supply conditions normalized, while major central banks continued
policy rate reductions amid lower inflation.
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nancial conditions which impacted investor sen-

timent positively.

Measures of global financial market senti-
ment also improved, during 2025, as shown
in key measures of financial market risk. The
Chicago Board Options Exchange Volatility In-
dex (VIX) trended downward over the year, in-
dicating reduced uncertainty in equity markets
(see Figure 1.3).28 In addition, the Bank of
America-Merrill Lynch Global Financial Stress
Index (BAML-GFSI) remained in negative terri-
tory, signalling broadly accommodative global fi-
nancial conditions.® Collectively, these indica-
tors pointed to a favourable global financial risk

environment in 2025, which complemented the

ongoing easing in global monetary policy.

Consistent with stable global growth and
moderating global inflation, bond yields and
emerging market credit spreads fell, while
major stock market indices registered strong
gains, particularly in the second half of 2025.
Specifically, US Treasury yields declined by 35

basis points (bps), while the emerging market

8The VIX reflects a market estimate of future volatility,
based on the weighted average of the implied volatilities
for a wide range of strikes. An increase in the VIX index
indicates increased volatility.

® The BAML-GFSI is a calculated, cross market measure
of risk, hedging demand and investor flows in the global
financial system. Values greater than 0 indicate more fi-
nancial market stress than normal, while values less than
0 indicate less financial stress than normal.

bond index (EMBI+) spread narrowed by 143
bps at end-2025, relative to end-2024 (see Fig-
ure 1.4). At the same time, major stock mar-
ket indices continued to record positive growth
(y-0-y) at end-2025. In particular, the Standard
and Poor’s (S&P) 500 and Financial Time Stock
Exchange (FTSE) indices expanded by 16.4
per cent and 21.5 per cent (y-o-y), respectively
(see Figure 1.4). These outturns signalled in-
creased investor risk appetite, particularly within

advanced equity markets.

The Macrofinancial Index (MaFi) improved
during the first three quarters of 2025, but
deteriorated for the last quarter of the year.
Specifically, the index eased to 7.0 points in
September 2025, in comparison to 12.0 points in
September 2024. This outcome was supported
by favourable credit growth, low inflation volatil-
ity, declining public debt levels and improved
domestic equity market performance. However,
the index rose sharply to 16.0 points in the De-
cember 2025 quarter, compared to 9.0 points
recorded in the December 2024 quarter. The
outturn in the December 2025 quarter was as
a result of the passage of Hurricane Melissa,
which had adverse impacts on GDP growth, in-
flation volatility and domestic equity market in-
dicators. These developments signalled a tight-
ening of macro-financial conditions toward the

end of the review year. Notably, although there
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Figure 1.3
Financial market stress remained subdued in 2025 amid improving risk sentiment.
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Figure 1.4

Falling bond yields at end-2025 alongside continued growth in major stock market indices
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was a significant increase, the index remained
below the global crisis threshold of 38.0 points
(See Figure 1.5).

1.2 Domestic Macrofinancial

Conditions

1.2.1 The Macrofinancial Envi-

ronment

Domestic real Gross Domestic Product is es-
timated to have contracted in 2025, reflect-
ing the significant economic disruption from
Hurricane Melissa. This estimated contrac-
tion, contributed to a mixed macrofinancial
environment for the year.' The estimate of
real GDP, for 2025, indicated a decline within
the range of 0.5 to 1.5 per cent, largely due to
the adverse effects of Hurricane Melissa on eco-
nomic activity. The main industries that were
impacted include Agriculture, Forestry & Fish-
ing, Accommodation & Food Service Activities,
Mining & Quarrying, Wholesale & Retail Trade;
Repair of Motor Vehicle Installation of Machin-
ery & Equipment and Electricity, Water Sup-
ply & Waste Management. BOJ’s projection at
February 2026 suggested that the economy will

contract over the near-term as key economic

9 Hurricane Melissa made landfall in October 2025, caus-
ing widespread devastation across all sectors. The esti-
mated damage exceeds 40.0 per cent of GDP.

sectors continue to recover from the weather-

related shock.

During 2025, domestic inflation moderated,
remaining broadly within the Bank’s target
range throughout the year. Annual inflation
declined to 4.5 per cent (y-o0-y) at end-2025,
compared with 5.0 per cent at end-2024 (see
Figure 1.6). This moderation was supported
by the Bank’s monetary policy stance and rel-
ative stability in the exchange rate. Through-
out the year, inflation generally remained within
the Bank’s 4.0 per cent to 6.0 per cent target
range. However, BOJ’s projection in February
2026 suggested that domestic inflation will tem-
porarily breach the upper bound of the target in
2026, reflecting short-term supply and cost pres-

sures, including second-round effects from re-

construction activities.

Monetary conditions eased modestly during
2025 following the Bank’s decision to begin
lowering the policy rate in late 2024. The
Bank reduced the policy rate to 5.75 per cent
in May 2025 from 6.00 per cent at end-2024.
This rate adjustment reflected the Bank’s as-
sessment that inflation risks had moderated and
that monetary conditions could be re-calibrated
without jeopardizing inflation expectations (see
Figure 1.6). The weighted average deposit rate

for commercial banks fell from 2.7 per cent to
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Figure 1.5

The Macrofinancial Index deteriorated at end 2025.
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2.1 per cent over the review period. In contrast,
the weighted average lending rate increased
marginally to 11.9 per cent from 11.8 per cent
at end-2024. This limited pass-through largely
reflected structural rigidities in domestic credit

pricing. "

The foreign exchange market remained
broadly stable, during 2025, with contin-
ued moderation in exchange rate volatility
The J$:US$ ex-
change rate depreciated by 2.4 per cent (y-o0-y)

across rolling windows.

at end-2025, compared with a 0.6 per cent (y-
0-y) depreciation at end-2024 (see Figure 1.7).
Despite the uptick in depreciation, one-year an-
nualized rolling window volatility declined to 1.2
per cent at end-2025, relative to 2.3 per cent
at end-2024 (see Figure 1.7).'? Following Hur-
ricane Melissa, the Bank implemented special

pre-emptive measures to support relative stabil-

" Limited pass-through largely reflects structural features
of Jamaica’s credit market, specifically the prevalence
of fixed-rate loans and the slow repricing of variable-
rate credit, which dampen the responsiveness of lending
rates to policy rate adjustments.

2 The log returns of the monthly J$:US$ exchange rate
were calculated. The rolling standard deviations of the
log returns were then calculated for the six-month, one-
year and two-year windows. The rolling standard devi-
ations were annualized by scaling with the square root
of the number of months in a year. This measure re-
flects the evolution of exchange rate uncertainty, sup-
porting the assessment of external risks to financial sys-
tem stability. These horizons are standard in foreign
exchange-volatility analysis and allow for the tracking
of short-term dynamics, annual cycles, and longer-term
structural shifts in exchange rate behaviour.

ity in the foreign exchange market, which helped
to contain volatility and maintain orderly market

conditions. 3

Consistent with the decline in US Treasury
yields, the yield on the Government of Ja-
maica Global Bonds Composite also de-
clined at end-2025, reflecting its sensitiv-
ity to movements in global risk-free bench-
marks and the associated portfolio rebalanc-
ing toward higher-yielding emerging-market
assets. The weighted average yield on GOJ
Eurobonds declined by 33.0 bps at end-2025
relative to end-2024, supported by improved
external financing conditions and strengthen-
ing investor appetite for Jamaica’s sovereign
risk. A disaggregation of the yields showed that
the longer-term GOJGBs (6.75% 2028, 8.00%
2039, and 7.875% 2045) declined by 35.7 bps,
52.8 bps and 42.9 bps, respectively, relative to
end-2024 (see Figure 1.8).'* 15 These adjust-
ments underscored a broad-based softening in
Jamaica’s sovereign risk premium, consistent

with improved sovereign risk ratings in 2025.

'3 See Bank of Jamaica holds the policy rate and acts
to ensure adequate foreign currency availability and
inflation control amidst impact of Hurricane Melissa.

* The GOJGBs Yields reflect bid prices.

15 Given the 2025 bonds' maturity dates in July 2025 and
October 2025, the weighted average GOJ Eurobonds'
yield is calculated as a composite of the longer-term GO-
JGBs 6.75% 2028, 8.00% 2039 and 7.875% 2045 bond
yields.
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Figure 1.7

Uptick in annual depreciation of the J$:US$ exchange rate in 2025, while one-year rolling FX volatility
declined at end-2025.
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Domestic equity prices declined at end-2025,
driven by trading patterns consistent with
investor portfolio rebalancing and profit-
taking. Specifically, the Jamaica Stock Ex-
change (JSE) Main Index declined by 5.3 per
cent (y-o-y) at end-2025, in contrast to an in-
crease of 3.1 per cent at end-2024 (see Figure
1.8). Similarly, the JSE Financial Index (FI) de-
clined by 5.8 per cent (y-o-y) at end-2025, follow-
ing a decline of 3.2 per cent at end-2024. The
JSE Manufacturing & Distribution Index (M&D)
also declined by 4.0 per cent (y-o-y) at end-2025,
in contrast to an increase of 7.3 per cent at end-
2025.'® The decline in the JSE Main Index oc-
curred in the context of lower volume and value,
but a higher number of transactions, implying a
reduction in average trade size.' The down-
turn in stock market performance was indicative
of year-end portfolio rebalancing by investors,

alongside profit-taking activities.

These developments were reflective of the
mixed domestic macrofinancial conditions in
2025. More specifically, while moderating infla-

tion, gradually easing monetary conditions, and

18 The JSE FI measures the performance of only the finan-
cial companies listed on the Main Market and Junior Mar-
ket. The JSE M&D Index measures the performance of
only the manufacturing and distribution companies listed
on the Main Market and Junior Market.

7 \lolume refers to the total number of shares traded dur-
ing the period, value represents the dollar value of those
trades, and number of transactions captures the count
of individual trades executed.

orderly foreign exchange market dynamics pro-
vided a generally supportive backdrop, overall
performance was tempered by the economic dis-
ruption caused by Hurricane Melissa and de-
clines in domestic equity market indices, result-
ing in uneven outcomes across key financial

markets.

1.2.2 Macrofinancial Compos-

ites

The composite indicators pointed to gen-
erally resilient financial conditions in 2025.
The Banking Stability Index improved, re-
flecting gains in the Foreign Exchange Risk
and Soundness partial indicators, the im-
pact of which was offset by the Interest Rate,
Liquidity, and Asset Quality partial indica-
tors. At end-2025, the BSI increased to -0.24
StDev from -0.64 StDev at end-2024 (see Fig-
ure 1.9)."8: 19 This improvement reflected gains

across most partial indicators, particularly For-

'8 The BSI is an aggregate financial stability indicator,
which combines partial indicators: Soundness, Asset
Quality, Profitability, Liquidity, Interest Rate Risk and
Foreign Exchange Risk. Each partial indicator is as-
sessed in terms of standard deviations from its historical
ten-year average. The relevant partial indicators were
transformed such that all outturns above their ten-year
averages are interpreted as an improvement in banking
sector stability and vice versa.

'° Liquid assets, a component of the Liquidity partial indica-
tor, was last updated in November 2025 given the move
to the Liquidity Coverage Ratio framework. Accordingly,
the November 2025 liquid assets value was used in the
December 2025 calculation of the BSI.
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Figure 1.9
Banking Stability Index improved in 2025 but remained below its long-term average.
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Figure 1.10
Aggregate Financial Stability Index remained broadly stable in 2025.
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eign Exchange Risk, and incremental improve-
ments in Soundness and Profitability. Despite
this overall improvement, the Interest Rate and
Liquidity partial indicators remained below their
ten-year averages. The Asset Quality partial in-
dicator also softened during the year. Overall,
while the BSI indicated gradual improvement in
banking sector resilience, the index continued to
signal residual vulnerabilities given its historical
average view. The BSI is projected to remain
below its historical ten-year average through-
out 2026, ranging approximately between -0.40
StDev and -0.24 StDev.?°

The Aggregate Financial Stability Index re-
mained broadly stable, as the impact of im-
provements in the Financial Soundness In-
dex (FSI), World Economic Climate Index
(WECI), and Financial Vulnerability Index
(FVI) were offset by a deterioration in the Fi-
nancial Development Index (FDI). The AFSI
averaged 0.50 for 2025, marginally higher than

2 The forecast was generated using auto regressive mod-
els with year-quarter dummy variables to account for spe-
cific time effects that are not explained by the auto re-
gressive structure. The model for the Foreign Exchange
Risk partial indicator included a structural break. The
forecast was generated from the March 2018 through
December 2025 outturns.

the 0.49 for 2024 (see Figure 1.10).2" The
marginal improvement in the FSI, during 2025
was supported by lower solvency risk and im-
proved liquidity positions across the deposit tak-
ing institutions. With regard to the uptick in
the WECI, this reflected more favourable global
macrofinancial conditions, including moderating
global inflation and improvements in world eco-
nomic sentiment. For the FVI, the improve-
ment was driven by lower domestic inflation and
generally larger budget surpluses. Key drivers
of the deterioration in the FDI included market
capitalization-to-GDP, as well as the spread be-
tween deposit and lending rates. The outturn
in the AFSI indicated that domestic financial
stability remained broadly resilient, supported

by sound financial sector fundamentals and im-

proved global economic conditions.

The Bank’s MiPl, which tracks the health
of the Jamaican banking sector, improved
at December 2025 despite mixed domestic
macrofinancial conditions during the year.

In particular, the MiPI fell to 27.0 points at

21 The AFSI summarizes the impact of changes in microe-
conomic, macroeconomic and international factors to
form a single measure of financial stability. A higher
value indicates increased financial stability while a lower
value indicates a deterioration in financial sector stability.
The AFSI is a weighted average of normalized balance
sheet and macroeconomic indicators which collectively
capture (i) financial development (FDI), (ii) financial vul-
nerability (FVI), and (iii) financil soundness (FSI) as well
as world economic climate (WECI).
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Figure 1.11

The Micro-Prudential Index showed improvement, remaining below the crisis threshold.
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end-December 2025 from 28.0 points at end-
December 2024, remaining well below the 50.0
points crisis threshold. This outturn was driven
by improvements in the net income to assets
ratio and the 12-month growth in deposits, the
impact of which was partially offset by a dete-
rioration in the non-performing loans to assets
ratio. Notwithstanding emerging credit quality
pressures in the aftermath of Hurricane Melissa,
the sector’s balance sheet indicators remained
broadly stable over the review period, reinforc-
ing the overall resilience of the banking system

(see Figure 1.11).

1.2.3 Deposit-taking Institutions

Sector

Deposit-taking
their

Institutions strengthened

balance-sheet positions in 2025,

despite adverse weather-related shocks
towards the latter part of the year. This
strengthening occurred amid mixed domestic
macrofinancial conditions and was supported
by enhanced regulatory oversight.??  Total
assets increased by 9.1 per cent (y-o-y) to
$3 060.0 billion at end- 2025 when compared
to $2,806.5 bilion at end-2024.23Loans and
Advances continued to be the main component
of total assets. Over the review period Loans
and Advances grew by 6.7 per cent (y-0-y),
Investments and Liquid Funds also experienced

substantial increases of 14.2 per cent (y-o0-y)

2 During the year, DTI performance unfolded against gen-
erally favorable pre-hurricane domestic macroeconomic
conditions, characterized by record-low unemployment,
low and stable inflation, as well as a positive growth out-
look.

B This reflected an acceleration in asset growth at end-
2025, relative to the 5.0 per cent growth recorded for
2024
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Financial Sector Size in 2025

Financial Sector Size in 2025

DTls remain the dominant financial intermediary

$3,060B

$946B

$614B

DTis SDs Insurance

and 12.1 per cent (y-o0-y) respectively (see Fig-
ure 1.12).242% On the liabilities side, there was
an uptick of 9.8 per cent (y-o-y), which reflected
a 12.7 per cent (y-o-y) increase in deposits.2%
These developments pointed to generally stable
funding conditions and continued confidence in
the regulated entities, notwithstanding isolated

incidents of reputational-risk.

Liquidity, capital, and asset quality indica-

tors remained sound, as a result of pre-

2 DTI loans stood at $1 568.9 billion at end-December
2025. Loan growth accelerated over the review period
compared to the 5.6 per cent (y-o0-y) growth recorded at
end-2024.

% The increase in investments reflected the redeployment
of excess liquidity from loan repayments, maturities and
deposit inflows into safer asset classes such asforeign
government securities, BOJ securities and GOJ securi-
ties. This behaviour was consistent with conservative
balance-sheet positioning.

% Deposits increased to $2 247.1 billion at end-2025 and
continued to account for the majority of DTIs' liabilities
(83.2 per cent). The growth rate of deposit funding rose
by 5.1 percentage points to 12.7 per cent, compared to
growth over the previous review year

Credit Intermediation in 2025

Credit Intermediation

DTIs dominate domestic credit provision

~7x larger than credit unions
~34x larger than microcredit

$1,568.9B

$215.6B

DTIs Credit
Unions

The DTI sector remains the primary source of domestic
lending, reinforcing its systemic importance.

existing buffers built through sustained prof-

itability, conservative balance sheet man-
agement, and supervisory guidance. For
2025, liquidity for the sector remained substan-
tial, with the liquidity coverage ratio (LCR) at
194.1 per cent, which nearly doubled the pru-

dential minimum.??

Furthermore, capital ade-
quacy strengthened and remained above the
statutory minimum, for the review year, with
the sector-wide capital adequacy ratio rising to
14.8 per cent, reflecting robust retained earn-
ings and contained risk exposures (see Figure
1.13).22  Notwithstanding a modest uptick in
non-performing loans (NPLs) and upside risks
from localized payment pressures following Hur-

ricane Melissa, asset quality remained broadly

27 The regulatory minimum liquidity coverage ratio is 100.0
per cent

28 The regulatory minimum requirement for the CAR is 10.0
per cent
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Figure 1.12

DTI balance-sheet expansion in 2025 was driven by stronger loan growth alongside increased alloca-
tions to investments and liquid assets.

DTI Assets Ce ition and Growth

3 DTI Loans C ition and Growth
Liquid Funds mm Accounts Receivable  WEE Fixed Assets Public Sector m Overseas Residents  WEm Individuals
Investments B Other Assets —— Growth in Total Assets (%) (RHS) Financial Institutions MMM Local Businesses ~ —— Growth in Total Loans (%) (RHS)
W Loan & Advances 30 200 20
300

G
3

J$ Billions
- o
5 3
8 S
n
]
I
L
| ]
— ]
]
. n
o n
) & A = o
5 & 3
Per Cent (%)
J$ Billions
o 5
g 8
| T é
& Y o
5 o
Per Cent (%)

20

20
20

25
25
20
20
20

NNNNNNNNNNNNNNNNNN

Jun-
Sep
Dec
Ma
Jun.
Sep
Dec
Mar-
Jun.
Sep
Dec
Mar-
Jun-
Sep
Dec
Mar-
Jun.
Sep
Dec
Ma
Jun:
Sep
Dec
Jun-
Sep
Dec
Ma
Jun.
Sep
Dec
Mar-
Jun.
Sep
Dec
Mar-
Jun-
Sep
Dec
Mar-
Jun.
Sep
Dec
Ma
Jun:
Sep
Dec

1 DTl C ition and Growth 20
GO) securities Emm Corporate bonds WM Other Public Sector Secs.
125 m BOJ securities N Reverse repos Other investments 25
B Foreign Gov't Secs.  WEM Shares —— Growth in Investments (%) (RHS)

15 Billions

Per Cent (%)

Jun-20
Sep-20
Dec-20
Mar-21
Jun-21
Sep-21
Dec-21
Mar-22
Jun-22
Sep-22
Dec-22
Mar-23
Jun-23
Sep-23
Dec-23
Mar-24
Jun-24
Sep-24
Dec-24
Mar-25
Jun-25
Sep-25
Dec-25

Source: BOJ
stable, with non-performing and past-due loan 14.4 per cent, respectively at end-2025 (see Fig-
(PDL) ratios at 2.8 per cent and 3.2 per cent, ure 1.13).3" Overall, these developments indi-

respectively at end-2025.2%:30 Additionally, prof-  cated that DTls maintained robust buffers, which
itability improved, with return on assets (ROA) supported resilience amid emerging shocks.

and return on equity (ROE) at 1.7 per cent and

2 The PDL ratio increased marginally by 0.3 percentage
point, while the NPL ratio remained relatively unchanged
compared to the previous review year

3! The sharp increase in profits was primarily driven by a
7.6 per centrise in operating income,which outpaced the

%0 Localised arrears pressures were partly mitigated by 2.5 per cent growth in operating expenses. On the in-
temporary loan repayment moratoria offered by some come side, both interest income (5.2 per cent) and non-
financial institutions to clients affected by Hurricane interest income (11.9 per cent) increased. On the ex-
Melissa, including short-term repayment deferrals of up penses side, a 7.2 per cent decline in interest expense
to three months with possible extensions subject to as- partially offset the 5.0 per cent increase in non-interest
sessment. expenses
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Figure 1.13

DTIs’ capital adequacy strengthened in 2025, remaining well above regulatory requirements, while
profitability improved amid higher operating income and lower interest expenses.
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1.2.4 Securities Dealers Sector

The securities dealers sector maintained
sound balance-sheet positions during 2025,
supported by prudent risk management and
generally favourable macrofinancial condi-
tions. Specifically, SDs’ total assets grew by 1.1
per cent (y-0-y) to $946.1 billion at end-2025, al-
beit, slower than the growth of 6.0 per cent in
2024.32 Asset expansion was primarily driven
by growth in Accounts Receivable and Invest-
ments, the impact of which was partially offset by
a contraction in Liquid Funds (see Figure 1.14).

In particular, Accounts receivable rose by 8.6

32 The SDs sector consists of 33 listed securities dealers,
of which 26 are primary dealers or core securities deal-
ers. The analysis presented in this section is based on
a representative sample of the top ten securities dealers
that comprise approximately 95.0 per cent of the sector,
based on data available up to end-2025.

DTI Profitability
—— ROA (%)

w
o

I Pre-Tax Profits ROE (%)

N N
o v

J$ Billions
=
w

Per Cent (%)

10

per cent (y-o0-y) to $87.5 billion, outpacing mod-
est growth in Investments of 0.7 per cent (y-o0-y)
to $752.6 billion.33 Nevertheless, Investments
remained the largest component of securities
dealers’ asset base. Notably, securities dealers
continued to rebalance their investment portfo-
lios toward safer, lower-risk assets throughout
2025, amid generally stable macrofinancial con-
ditions and ongoing domestic and global uncer-
tainties. SDs’ holdings of Public sector domes-
tic securities rose by 23.9 per cent (y-o-y), the
impact of which was partly offset by declines

in Domestic securities purchased with a view

33 While the increase in receivables was slower than the
sharp 28.4 per cent growth seen in 2024, it continued to
reflect some sectoral challenges, as repayment difficul-
ties persisted despite a more accommodative monetary
policy stance in the last three quarters of the year. This
moderation however suggests that the sector is gradu-
ally stabilizing.
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to resale (-33.4 per cent), Foreign Government
Securities (-18.6 per cent), and Investments in
Shares (-10.9 per cent), reflecting lower GOJ
bond yields and continued underperformance of

the domestic equity market.

On the liabilities side, funding levels remained
broadly stable, with total liabilities remaining rel-
atively unchanged at $809.8 billion. This stabil-
ity largely reflected SDs’ continued reliance on
repo-based funding, which remained the largest
component of the sector’s total financing (see
Figure 1.15). Notwithstanding, the pace of repo
growth continued to slow as SDs diversified their
funding and shifted activity off-balance sheet
to reduce costs and enhance operational effi-
ciency. More specifically, repo liabilities rose
modestly by 0.1 per cent to $660.8 billion at end-
2025, compared with 6.8 per cent growth at end-
2024 .34

SD’s capital adequacy ratio increased by 1.7
percentage points to 20.7 per cent at end-2025,
with all entities maintaining capital ratios above
their respective prudential minimums.3® These
buffers strengthened the sector’s ability to ab-

sorb external shocks, particularly during the lat-

% Increases in repo liabilities were mainly driven by Non-
financial corporate clients and Other SDs/FSC licensees,
which grew by 1.1 per centand 1.8 per cent, respectively.

35 The prudential minimum benchmark as prescribed by
the FSC for the capital to total assets ratio and the CAR
of SDs is 6.0 per cent and 14.0 per cent, respectively.

ter part of the year following Hurricane Melissa.
Profitability also improved markedly, with the
sector’s annualized ROE and ROA rising to 7.8
per cent and 1.8 per cent, respectively, from
2.9 per cent and 0.4 per cent for 2024. These
outcomes primarily reflected a strong rebound
in net profits, which increased to $11.6 billion
for the year ended 2025, representing a 198.7
per cent increase relative to the previous year.
This strong performance primarily reflected a
54 .4 per cent increase in non-interest income,
largely driven by Trading profits on Debt Securi-
ties, which surged by 650.7 per cent ($8.4 bil-
lion). Furthermore, there was a reduction in
SDs’ total expenses by 6.2 per cent ($4.4 billion),
which was mainly attributable to a 41.3 per cent
($5.1 billion) fall in interest costs on Repo liabili-
ties with retail clients. This outturn reflected the
favourable interest rate environment, combined
with SDs’ efforts to diversify funding and reduce
balance sheet activity, which thereby lowered
funding costs and strengthened their bottom line
during 2025.

1.2.5 Insurance Sector

Amid generally stable macrofinancial condi-
tions, the insurance industry recorded con-

tinued balance sheet expansion over the
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Figure 1.14
Growth in receivables and investments underpinned SDs’ asset expansion in 2025.
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Figure 1.16

Elevated capital buffers supported sector resilience, with the CAR rising to 20.7 per cent at end-2025,
alongside a strong rebound in profitability.
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Figure 1.17

Life insurers’ assets expanded in 2025 driven by investment growth, while general insurers’ asset
growth reflected higher cash holdings amid reduced investments.
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twelve months ended-September 2025.3¢ To-
tal assets for the industry reached $614.4 billion
at end-September 2025, a 9.4 per cent increase
over the return at end-September 2024.37 This
growth was primarily driven by the life insurance
sub-sector, which grew by 9.3 per cent (y-o0-y) to
$499.4 billion at end-September 2025, primarily
reflecting growth of 8.6 per cent in Investments
(see Figure 1.17).3% General insurers’ asset
base also expanded, albeit through higher hold-
ings of 59.3 per cent in Cash and Cash Equiv-
alents, as their investment portfolios contracted
by 9.9 per cent over the same period (see Fig-

ure 1.17).39

A decomposition of life insurers’ investment port-
folios indicated that the expansion in invest-
ments was driven primarily by an 8.7 per cent
($31.3 billion) increase in Government Securi-
ties and Bonds relative to end-September 2024.
This increase reflected life insurers’ efforts to

leverage investment growth to support profitabil-

% The insurance industry comprises 6 registered life insur-
ance companies and 11 general insurance companies,
with the two largest firms in each sub-sector holding ap-
proximately 82.0 per cent of life insurance assets and
35.0 per cent of general insurance assets, respectively.

37 Insurance industry data reflect reporting under IFRS 17,
which replaced IFRS 4 for insurance contracts with effect
from 01 January 2023.

38 Notably, life insurance continued to be the most domi-
nant sub-sector representing 81.3 per cent of the total
industry’s asset base at end-September 2025.

39 The general insurance sub-sector’s total assets grew by
9.8 per cent (y-0-y) to $115.0 billion at end-September
2025.

ity. In contrast, the contraction in general in-
surers’ investment portfolios at end-September
2025, was largely due to reductions across most
components (see Figure 1.18).*° These out-
comes highlighted the sub-sectors’ distinct ap-
proaches to the evolving macrofinancial land-
scape, with life insurers expanding investment
holdings to enhance returns, while general insur-
ers focused on maintaining more liquid positions
as a buffer strategy in the event of increased
claims. Overall, investment trends across the in-
dustry demonstrated active balance sheet man-
agement, as insurers continued to adjust their
portfolios to mitigate risks, preserve capital and

maintain profitability.

On the liabilities side, total industry liabili-
ties increased by 9.7 per cent (y-o-y) at end-
September 2025, driven primarily by growth in
Insurance Contract Liabilities across both the
life and general insurance sub-sectors. This
increase was broadly consistent with improved
underwriting performance accross both sub-
sectors, as reflected in the growth in Insur-
ance Service Results during the review period.

Specifically, Insurance Contract Liabilities rose

40 Notably, Term Deposits and Repos (one year or less),
Term Deposits and Repos (more than one year) and Gov-
ernment Securities and Bonds declined by 22.1 per cent
(%4.9 billion), 26.7 per cent ($1.3 billion) and 19.5 per
cent ($3.8 billion), respectively. The impact of these de-
clines was partly offset by a 24.0 per cent ($1.4 billion)
increase in Corporate Debts.
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by 8.3 per cent (y-o0-y) to $292.4 billion for life in-
surers and by 9.2 per cent (y-o0-y) to $62.8 billion

for general insurers.

Capital positions across the insurance in-
dustry remained robust and well positioned
to absorb shocks over the year ended-
September 2025. The industry’s capital-to-
assets ratio was relatively unchanged at 26.6
per cent at end-September 2025, relative to end-
September 2024 (see Figure 1.19). For the
life insurance sub-sector, both solvency and Life
Insurance Capital Adequacy Test (LICAT) ra-
tios remained well above their respective pru-
dential minimums of 10.0 per cent and 100.0
per cent.*142 Specifically, the LICAT ratio rose
to 211.6 per cent, from 206.9 per cent at end-
September 2024 (see Figure 1.20). Meanwhile,
the MCT and solvency ratios for the general in-
surance sector fell to 188.5 per cent and 46.5
per cent, respectively, but remained well above
their respective prudential benchmarks of 150.0

per cent and 25.0 per cent, indicating continued

41 Solvency ratio examines a firm’s ability to meet its long-
term debts and obligations. It is the summation of capital
and surplus, reserves and investments divided by total
liabilities.

42 The LICAT ratio is the regulatory capital standard for life
insurers under IFRS 17, effective January 2023. It re-
placed MCCSR and uses risk-based ratios to assess
capital adequacy. The FSC has set the minimum LICAT
benchmark at 100.0 per cent.

resilience in the sector (see Figure 1.20).43 Al-
though capital levels remained sufficient to ab-
sorb shocks, the FSC continues to closely mon-
itor the sector in light of heightened catastrophe
risk and the potential for increased Hurricane

Melissa-related claims.

Profitability performance remained positive
for the insurance industry, supported primar-
ily by improved underwriting margins amid
generally stable macrofinancial conditions.
The industry’s annualized ROE and ROA rose
marginally by 1.9 percentage points and 0.5 per-
centage point, respectively, to 15.5 per cent
and 4.1 per cent for the year ended-September
2025, relative to end-September 2024 (see Fig-
ure 1.19). These results were underpinned by
a 23.2 per cent (y-0-y) increase in annualized
after-tax profits to $25.4 billion, which was driven

mainly by the life insurance sector.

The life insurance sector accounted for 86.6
per cent of total industry profits, with after-tax
earnings of $22.0 billion for the year ended-
September 2025. This performance was sup-
ported by robust growth in the Insurance Service

Result, the impact of which was partly offset by

“*The MCT Prescribed Capital Required (“PCR") as-
sesses the riskiness of assets and policy liabilities and
compares capital available to capital required. The
MCT’s benchmark was initially at 250.0 per centin 2019,
adjusted to 175.0 per cent effective December 2022, and
was further adjusted to 150.0 per cent in 2023.
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Figure 1.18

Investment strategies diverged across sub-sectors, with life insurers increasing holdings and general
insurers shifting toward cash for liquidity.
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Figure 1.19

Robust capital-to-assets ratios supported industry resilience, while insurance sector profitability im-
proved in 2025, driven by stronger underwriting performance, particularly in life insurance.
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Figure 1.20

Life insurers maintained LICAT ratios well above prudential minimums, while general insurers’ MCT
and solvency ratios also remained above benchmarks, demonstrating sector resilience.
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weaker net investment income.** More specifi-
cally, the sub-sector’s Insurance Service Result
increased by 53.4 per cent ($7.2 billion) for the
year ended-September 2025, reflecting stronger
growth of 14.2 per cent in Total Insurance Rev-
enue relative to the 6.1 per cent rise in Insur-
ance Service Expenses, signaling improved un-
derwriting performance. However, overall prof-
itability was tempered by a 14.0 per cent decline

in the Net Investment Result, driven by a 45.2

per cent ($6.7 billion) increase in Net finance ex-

44 Insurance service result represents the profit or loss from
providing insurance services during the reporting period
under IFRS 17 Insurance Contracts. It includes insur-
ance revenue earned, less insurance service expenses
(such as claims and acquisition costs), and reflects the
release of the contractual service margin as services are
provided.

General Insurance MCT Ratio

/ —— MCT Ratio  ---' Prudential Minimum
275

FSC
penses from insurance contracts. *°

Profitability in the general insurance sub-sector
also improved during the review period, with
after-tax profits increasing to $3.4 billion from
$2.4 billion at end-September 2024. This out-
turn was driven mainly by stronger underwriting
performance, reflected in a 21.4 per cent ($4.9
billion) increase in the Insurance Service Result.
The improvement in the Insurance Service Re-
sult reflected stronger declines of 37.7 per cent
($14.6 billion) in Insurance Service Expenses
and 21.8 per cent ($9.4 billion) in Net Expenses

from Reinsurance Contracts Held, which more

45 Net finance income (expenses) from insurance contracts
refers to the interest and other financial effects arising
from discounting insurance liabilities and changes in fi-
nancial assumptions, and it is included in the net in-
vestment result because it captures the impact of move-
ments in interest rates and the time value of money on
insurers’ financial performance.
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than offset the 8.1 per cent increase in Total
Insurance Revenue. Notwithstanding, general
insurers’ overall profitability performance was
partly offset by a 5.6 per cent decline in the
Net Investment Result, largely due to a 27.8 per
cent ($0.7 billion) reduction in Net Investment In-

come.

1.2.6 Credit Unions Sector

The performance of the credit union sec-
tor moderated in 2025, reflecting adaptive
balance-sheet positioning amid ongoing sec-
tor consolidation, evolving interest rate dy-
namics and lower credit demand.*6-4” These
institutions continued to adopt a more cautious,
prudential approach to balance-sheet manage-
ment in anticipation of enhanced supervisory
standards. The sector’s total assets increased
by 8.6 per cent to $215.6 billion at end-2025,
a deceleration from the 10.0 per cent growth
recorded in the previous year. The outturn, for

the review year, was primarily driven by slower

46 Consolidation in the CU sector continued, during 2025,
driven by mergers among smaller credit unions aimed at
achieving scale efficiencies, strengthening governance
and risk-management capacity, as well as improving
capital and liquidity positions. This process contributed
to greater balance-sheet resilience at the sector level.

47 Adaptive balance-sheet positioning refers to adjust-
ments by credit unions in the composition and growth
of assets and liabilities in response to evolving eco-
nomic and financial conditions. In practice, this includes
strengthening liquidity buffers, and reallocating invest-
ments to maintain prudent risk, liquidity, and capital po-
sitions.

expansion in loans and advances, which nev-
ertheless remained the largest component of
the asset base.*8:49At the same time, total in-
vestments increased by 8.7 per cent (y-o0-y) at
end-2025. Furthermore, credit unions increased
holdings of liquid funds by 8.5 per cent (y-o-
y) at end-2025. On the liabilities side, savings
growth moderated but remained positive, sup-
ported by a stable, member-based domestic-

currency funding structure.>°

During 2025, the sector remained resilient,
however, emerging asset quality pressures
prompted stronger provisioning which
weighed on profitability. NPLs increased by
15.9 per cent to $4.5 billion at end-2025, slightly
lifting the NPL ratio to 3.1 per cent from 2.9 per
cent a year earlier.> The increase in NPLs
prompted further strengthening of provisioning

buffers, with loan loss provisions rising by 19.0

48 | oan growth decelerated to 7.2 per cent(y-o-y), from the
12.5 per cent (y-0-y) growth for 2024. Notwithstanding,
loans accounted for 68.2 per cent of the asset base

4 The moderation in loan growth reflected elevated borrow-
ing costs. However, demand is expected to rebound due
to recovery efforts and reconstruction following damage
caused by Hurricane Melissa.

%0The credit union sector's funding base remained
largely domestic and retail in nature, reducing ex-
posure to wholesale funding volatility and supporting
stable liquidity conditions despite moderating savings
growth.Notably,Credit Unions held deposits equivalent
to 7.1 per cent of those held in DTls

5! The increase in NPLs was largely driven by member mi-
gration within a small number of credit unions and did not
reflect a broad-based weakening in credit performance
across the sector.
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per cent to $4.1 billion, which in turn raised NPL
coverage to 90.1 per cent at end-2025, from
87.8 per cent at end-2024.52 This shift in provi-
sioning buffers reinforced the sector’s capacity
to absorb potential losses. Against this back-
drop, profitability weakened in 2025, as ROE
and ROA declined to 6.5 per cent and 1.1 per
cent, respectively, reflecting expense growth
that outpaced revenue expansion.’® Despite
these pressures, earnings remained positive
and the net interest margin was maintained at
9.0 per cent, which helped to preserve the capi-
tal buffers and funding stability in the sector.5
Overall, these developments demonstrated that

the sector absorbed emerging credit pressures

while maintaining adequate risk coverage.

1.2.7 Microcredit Sector

The Bank continued to oversee the devel-
opment of the microcredit sector in 2025
through the issuance of licences and tar-
geted supervisory initiatives. At end-2025,

184 applications for licensing under the Micro-

%2 The strengthening of provisions reflected a precaution-
ary approach to credit risk management amid expecta-
tions of near-term pressures on asset quality associated
with economic and social dislocation following Hurricane
Melissa.

%3 The contraction in surplus was driven by higher loan loss
provisioning, increased administrative expenses, and el-
evated interest costs, which also contributed to a deteri-
oration in operating efficiency.

%4 The stability of the net interest margin reflected broadly
aligned growth in interest income and earning assets.

credit Act had been received. These applica-
tions reflected an aggregated loan amount of
$46.1 billion, equivalent to approximately 1.3
per cent of GDP. Of these applications, 47 li-
cences were issued, bringing the total number
of licensees to 112, which collectively accounted
for roughly 99.0 per cent of the sector’s assets.?®
As the microcredit sector continued to evolve,
there was progress in advancing key initiatives
including the completion of activities support-
ing risk-based supervision and the country’s Na-
tional Risk Assessment, sensitization sessions,
the completion of targeted risk-based examina-
tions, as well as continued engagement with the
industry through the Microcredit Association’s

Joint Advocacy Committee.

%The names of licensed microcredit institutions
are available on the Bank's website: https:
//boj.org.jm/core-functions/financial-system/
microcredit-regulation/.
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Jamaica’s financial sector remained resilient in 2025, supported by strong capital, liquid-

ity buffers and sustained profitability across deposit-taking institutions, securities dealers

and insurance companies. While vulnerabilities emerged from localized credit pressures

and evolving market conditions, financial institutions maintained sound balance sheets and

adequate loss-absorbing capacity. These developments highlight the sector’s ability to with-

stand shocks while structural adjustments continue to reshape risk exposures.

2.1 Risks and Vulnerabilities

2.1.1 Credit Growth, Loan

Quality and Provisioning
Trends

The credit-to-GDP gap indicators remained
negative, reflecting that credit growth re-
mained below its long-run trend even as
nominal credit growth accelerated and nomi-
nal GDP growth slowed.?® At-end 2025, the to-
tal credit-to-GDP gap narrowed to —0.9 per cent,
from —2.3 per cent at end-2024, remaining well

below the early-warning threshold (see Figure

% The credit-to-GDP gap indicator measures the deviation
of credit-to-GDP from its long-term trend. Itis a systemic
risk indicator associated with financial cycles which sig-
nals the extent of credit risk accumulation. A positive out-
turn indicates credit is growing faster than its long-term
trend and may signal excessive credit expansion. Neg-
ative values indicate credit is below its long-term trend
and may indicate tight credit conditions or deleverage in
the economy.

2.1).57. 58,59 Although the gap remained nega-
tive throughout the year, the narrowing from the
2023-2024 troughs suggest a gradual normali-
sation of credit conditions as balance sheet ca-

pacity improved.

The outturn for the credit-to-GDP gap indicators

was due to an estimated slowdown in nominal

GDP and an acceleration in nominal credit (see

57 Similarly, the DTI private sector credit-to-GDP gap mea-
sured —1.2 per cent, an increase relative to -2.6 per cent
at end-2024.

%8 Total credit used to calculate the credit-to-GDP gap is
comprised of private sector credit (loans and advances),
credit issued to the public sector (loans and advances)
and corporate securities (bonds) held by DTls. Nomi-
nal GDP is annualized by calculating a 4-quarter mov-
ing sum. The trend in credit/GDP is estimated using the
Hodrick Prescott (HP) filter data smoothing econometric
technique.

% The Bank’s internal lower threshold is 2.5 per cent and
the Bank for International Settlement (BIS) early-warning
benchmark is 10.0 per cent, which is used to indicate
signs of excessive credit expansion or systemic leverage
buildup.
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Figure 2.1

Credit-to-GDP gap indicators remained negative in 2025, reflecting tight credit conditions despite a

slight uptick driven by slower nominal GDP growth.
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Figure 2.1).89 The upward movement in the gap
occurred in a context of weak domestic demand
and the disruptions to economic activity associ-

ated with Hurricane Melissa.

Despite the improvement, the persistently neg-
ative gap indicates that credit continued to un-
derperform relative to its long-run trend. The
projected path for the credit-to-GDP gap indica-
tors point to a continuation of below trend perfor-
mance throughout 2026. That is, remaining neg-

ative and signalling muted cyclical credit pres-

% Nominal GDP is estimated to have grown by 2.0 per
cent (y-o-y) at end-2025, slower than the increase of 4.3
per cent (y-0-y) at end-2024.The credit-to-GDP gap’s to-
tal credit measure grew by 6.6 per cent (y-o-y) at end-
2025, compared to 5.7 per cent (y-o0-y) at end-2024. The
growth in the total credit measure used in the calculation
of the credit-to-GDP gap indicators was largely driven
by loans and advances to Households (Personal Credit),
which accounted for 59.2 per cent of total credit at end-
2025 compared to 58.3 per cent at end-2024.

30 Credit-to-GDP Gap Components

—— Total Credit (incl. Corporate Securites held by DTIs)
25 DTI Private Sector Credit

—— NGDP YOY
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-10

Per Cent (%)

= 2 8 & & X I 1
BOJ
sures. The total credit-to-GDP gap indicates

that growth in total credit (including corporate
bond held by DTls) did not contribute materially
to systemic risk in 2025.

21.2 Trends in Lending to the
Household Sector

Households (HHs) continued to be the
largest component of DTIs’ loan portfolios
during 2025, accounting for 53.1 per cent
of total loans (see Figure 2.2). This outturn
represented a slight increase in HH debt as a
share of total loans, relative to 2024. The sec-
tor remained particularly vulnerable, during the
review period, as the macroeconomic environ-
ment was affected by negative growth, mod-
erating inflation, and the impact of Hurricane

Melissa. These developments placed additional
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Household and Non-Financial

Corporate Sector Lending Trends in 2025

Households continue to be the largest
component of DTIs' loan portfolios in 2025 Sector

Shares
2024 2025

Households: 52.3% | 53.1%
Manufacturing: 3.3% 3.0%
Construction: 3.8% 3.5%
Distribution: 8.8% 8.7%

Tourism: 47% 47%

Professional &
Other Services: 9.3% 9.6%

® Other Sectors: 17.8% | 17.4%

Household Credit to
Loan the NFC
Growth Sector
Slowed Expanded

DTis’
Provisioning

Coverage
remains 0
2024 2025 2024 above 0)

Figure 2.2

Household loans remained the largest share of DTIs’ portfolios in 2025, while growth slowed remained
positive.
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pressure on household debt-servicing capacity.

Furthermore, real HH loan growth remained pos-
itive although it decelerated to 2.6 per cent in
2025, compared to 4.2 per cent in 2024 (see
Figure 2.2). This deceleration mainly reflected
weaker demand as well as a slowdown in both
consumer and mortgage lending following Hur-
ricane Melissa. Notably, mortgages accounted
for approximately 40.0 per cent of HH loans prior
to the COVID-19 period, when DTls largely pri-
oritised consumer lending at about 60.0 per cent.
The structural composition of HH loans subse-
quently reached an equal split, 50.0 per cent
consumer loans and 50.0 per cent mortgages,
by end-2025 (see Figure 2.3). More specifically,
consumer lending continued to fall, though the
pace of decline moderated slightly to -0.6 per
cent from -0.9 per cent in 2024. At the same
time, the post-pandemic trend of DTls shifting
their HH portfolios toward mortgage lending con-
tinued in 2025. Lending for mortgages grew by
6.1 per cent, however, below the 10.4 per cent
mortgage lending expansion recorded in 2024

(see Figure 2.3).

Loan quality in the HH sector remained broadly
stable over the review period. The HH NPL
ratio was broadly unchanged at 3.6 per cent,
while the HH PDL ratio fell slightly by 0.5 per-
centage point to 3.2 per cent at end-2025. Of

note, HH consumer loan NPL ratio remained el-
evated, relative to prepandemic levels. In con-
trast, HH mortgage NPL ratio remained below
prepandemic norms (see Figure 2.4). Early-
stage delinquency indicators improved, as the
mortgage PDL ratio declined by 1.0 percentage
point and the consumer PDL ratio fell by 0.2 per-
centage point (see Figure 2.4). These outturns
were partly due to the temporary loan moratoria
implemented after Hurricane Melissa, as well as

the relatively strong economic performance dur-

ing the September 2025 quarter.

21.3 Trends in Lending to the
Non-Financial

(NFC) Sector

Corporate

Lending to the NFC sector remained a signif-
icant share of DTIs’ loan portfolios, in 2025,
accounting for 35.1 per cent of total loans.
Credit to the sector expanded by 1.1 per cent,
in comparison to the contraction of 1.5 per cent
in 2024. The growth, in 2025, was due to gen-
erally stable macroeconomic conditions through-
out the year (see Figure 2.5). The composition
of NFC lending remained generally unchanged.
More specifically, the Distribution and Profes-
sional & Other Services sectors continued to ac-
count for the largest shares of business lend-

ing. Although growth in lending to both sec-
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Figure 2.3
The share of HH mortgage and consumer loans converged to an equal split in 2025
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Figure 2.4

Household consumer NPL ratios increased while mortgage NPL ratios declined in 2025, alongside
reductions in both consumer and mortgage PDL ratios.
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Figure 2.5

NFC loans remained a significant share of total lending as credit to the sector expanded in 2025,
although growth across the top five sectors was mixed.
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tors remained positive, it decelerated relative to
2024 (see Figure 2.5). Furthermore, growth
in lending to the Construction and Manufactur-
ing sectors contracted, reflecting delayed invest-
ment activity and elevated credit risk following
the extensive economic and infrastructural dam-
age caused by Hurricane Melissa.' Notably,
however, the pace of decline in these sectors de-
celerated relative to the outturns in 2024. Con-
trastingly, there was a sharp increase in lending
to the Tourism sector in 2025, relative to the con-

traction in 2024.

The combined NPL ratio for the top five NFC in-
dustries remained at 1.0 per cent in 2025. In

particular, sector-specific NPL ratios ranged be-

81 Significant damage to infrastructure, agriculture, and
tourism assets, contributed to these outcomes (Planning
Institute of Jamaica, 2025).

tween 0.2 per cent and 1.5 per cent, which
was broadly inline with the outturn for the pre-
vious year (see Figure 2.6). However, PDL ra-
tios worsened at end-2025, relative to end-2024,
due to temporary cash flow pressures following

the passage of Hurricane Melissa.

Of note, provisioning in the DTI sector in-
creased as institutions responded to evolv-
ing credit risks and shifts in loan quality

across key portfolios.62:63.64 Between end-

%2 The NPL coverage ratio measures a bank’s ability to ab-
sorb potential losses from its non-performing loans. It is
calculated as IFRS impairment provisions plus pruden-
tial provisions as a ratio to NPLs.

% The prudential benchmark for the NPL coverage ratio is
50.0 per cent.

% DTIs’ provisioning levels reflected two main components,
accounting for loan loss provisions, which cover ex-
pected credit losses, and prudential loss provisioning
reserves, which provide additional supervisory buffers
to strengthen forward-looking risk coverage. Together,
these components indicate the sector’s overall credit
loss-absorbing capacity.
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Figure 2.6

NFC NPL ratios remained broadly unchanged, while PDL ratios worsened in 2025
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2024 and end-2025, total provisioning increased
by 14.2 per cent (y-o-y), driven by a 12.9 per
centrise in loan provisioning and a 17.6 per cent
expansion in prudential provisioning. Despite
this expansion, the NPL coverage ratio declined
to 106.8 per cent from 110.9 per cent, because
NPLS rose by 18.7 per cent (see Figure 2.7).6°
This outcome occurred even as the loan loss pro-
vision rate increased to 3.0 per cent. As a re-
sult, while DTIs strengthened their provisioning
buffers, during 2025, the rise in NPLs reduced
coverage levels, underscoring the need for con-
tinued prudential discipline. Notwithstanding the
outturn for 2025, the coverage ratio remained

above 100 per cent indicating that existing NPLs

% During the height of the COVID-19 pandemic, the cov-
erage ratio ranged from a peak of 127.4 per cent in
September 2020 to a low of 100.0 per cent in Septem-
ber 2021. Over the period, the average coverage ratio
was 112.0 per cent.

are fully covered.

2.1.4 Asset Valuation Pressures:
Real Estate and Equity Mar-
kets

During 2025, asset pricing demonstrated
mixed results, as residential real estate
prices remained elevated relative to funda-
mentals, while equity market valuations mod-
erated. There was a y-0-y increase in the Res-
idential Real Estate Price Index (RREPI) to 9.4
per cent in September 2025, relative to the ex-
pansion of 7.1 per cent at September 2024. The
increase in 2025 remained below both the five-
year and ten-year historical averages of 11.7 per
centand 9.5 per cent, respectively. Price-to-rent
ratio increased to 2.1 in September 2025 from

2.0in 2024, recording a new historical peak (see
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Figure 2.7
DTlIs maintained an NPL coverage ratio above 100 percent despite rising NPLs in 2025
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Figure 2.8).56.67 Notably, the price-to-rent ratio
has been trending upward steeply since 2018,
indicating that residential property prices have
increased at a faster pace than rental prices.
Growth in mortgage lending remained positive,
albeit, decelerating, which suggested that re-
cent price increases were not primarily driven
by excessive leverage expansion (see Chapter

2.1).68

Domestic equity markets moderated over the
review period, reflecting stable market condi-
tions. Annualized volatility of the JSE Main Mar-
ket Index declined to 6.0 per cent in December
2025 from 7.3 per cent in 2024, remaining within
historical norms (see Figure 2.8).9%:70 This mod-
eration in volatility coincided with weaker annual
point-to-point performance across all domestic
stock market indices, which suggested a cool-
ing in investor sentiment and reduced risk ap-

petite (see Chapter 1.2). Overall, equity mar-

% Price-to-rent ratio is calculated as fraction of the residen-
tial real estate price index and the rental housing index.
The price-to-rent ratio captures the pace at which house
prices grow relative to rental prices.

5 The rental housing index represents the “rental for
housing” component of the Consumer Price Index
(CPI), sourced from the Statistical Institute of Jamaica
(STATIN).

% Mortgage loans to individuals continued to grow at a
lower rate of 12.3 per cent in September 2025 (y-o-y),
compared to 14.3 per cent in the previous period.

8 Annualized volatility is computed as the rolling 12-month
standard deviation of monthly returns, scaled by v/12.

70 Current annualized volatility is less than 1 standard devi-
ation below five year historical average.

ket conditions remained orderly, with no signs

of stretched pricing dynamics.

Although residential property prices increased
at a faster pace than rental prices, the trans-
mission of valuation pressures to the financial
system continued to be supported by stable
mortgage NPL ratios and adequately capital-
ized deposit-taking institutions, with capital lev-
els well above regulatory requirements. Ad-
ditionally, the planned introduction of loan-to-
value (LTV) ratio will further reinforce prudent
lending standards. Furthermore, the decline in
domestic equity prices, during the year, sup-
ported balanced conditions in the equities mar-

kets.

2.1.5 Systemically Important

Financial Institutions and

Consolidated Supervision

The domestic financial system continued
to be characterized by a high degree of
interconnectedness, a feature amplified by
the dominance of a small number of large

systemically important financial institutions
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Figure 2.8

Residential property price growth continued to outpace rental price growth, while moderation in annu-
alized volatility coincided with weaker returns in the JSE Main Market Index.
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(see Figure 2.9).”" This concentrated structure
implied that disruptions within any SIFI had the
potential to transmit stress across the broader fi-
nancial system through balance sheet linkages
During 2025, SIFls

continued to account for a substantial share

and confidence effects.

of financial intermediation in Jamaica, holding
a significant proportion of total assets within
the deposit-taking and securities dealer sectors.
SIFls therefore remained central to the provi-
sion of credit and financial services to house-

holds and businesses. At end-2025, these in-

" Network chart of domestic gross funding exposures re-
flect eigen vector centrality which is a global measure
of centrality (vertex properties) that captures the relative
importance of vertices (network members) due to other
adjacent vertices. The vertices (nodes) represent finan-
cial institutions, in particular, domestic DTls and securi-
ties dealers, as well as foreign financial institutions. The
edges (lines) represent the funding exposures between
vertices.

stitutions accounted for over 42.4 per cent of to-
tal assets across these segments of the finan-
cial system, unchanged from the share recorded
at end-2024. Against this background, stress
affecting any SIFI could transmit more broadly
through financial markets and confidence chan-
nels, with potential implications for overall fi-
nancial stability. As such, during 2025, super-
visory efforts remained focused on strengthen-
ing the resilience of these institutions through
enhanced monitoring and the ongoing develop-
ment of macro-prudential tools, including the
Systemic Risk Buffer, aimed at bolstering loss-
absorbing capacity and mitigating spillovers as-

sociated with systemic stress.

As Jamaica’s financial sector becomes in-
creasingly organized around financial hold-

ing company (FHC) structures, the need

36 Resilience by Design

BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

Figure 2.9

Network of gross funding exposures among SIFls and non-SlIFis (including foreign institutions)
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for robust consolidated supervision has be-
come even more critical to safeguarding fi-
nancial stability. FHCs introduce additional
layers of complexity by integrating banking, se-
curities, insurance and other financial activi-
ties under a common group structure, thereby
increasing the potential for risk transmission
across entities. These developments, including
the expansion of FHCs and deepening cross
sector linkages underscore the importance of
a group wide supervisory approach. This ap-
proach will be able to capture risks arising
from intra group exposures, common funding
channels, and interconnected balance sheets
that may be overlooked under entity level over-
sight. Strengthening consolidated supervision,
supported by enhanced data sharing arrange-
ments and improved coordination among do-

mestic regulatory authorities, is therefore es-

sential for the early identification of emerging
vulnerabilities and for ensuring a more holis-
tic assessment of systemic risk. These super-
visory enhancements remain an important pil-
lar of the broader macroprudential framework,
helping to ensure that oversight evolves along-
side the changing structure of Jamaica’s finan-
cial system. At end-2025, Bank of Jamaica had
licensed eight financial holding companies un-
der the Banking Services Act (Financial Holding
Companies) (Licensing Application Form) Rules,
2019, compared to seven at end-2024, support-
ing the Bank’s consolidated regulation and su-

pervision of financial groups.
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2.2 System-wide Vulnerability

Assessment

In 2025, the Jamaican financial system re-
mained broadly resilient, with vulnerabilities
across the main sectors assessed as mod-
erate. In particular, domestic banks, securities
dealers, and insurance companies experienced
shifts in specific risk categories, reflecting both
evolving macrofinancial conditions and sector-
specific exposures. The easing of the policy rate
and lower interest rate volatility contributed to
reductions in interest rate risks, while broadly
stable credit conditions helped to contain credit

risks.

Meanwhile climate-related shocks, such as Hur-
ricane Melissa, and structural exposures in
credit, liquidity, and reserving presented ar-
eas of sensitivity.”? Overall, strong prudential
oversight, conservative balance sheet manage-
ment, as well as adequate buffers across capi-
tal, liquidity, and reinsurance arrangements un-
derpinned system-wide resilience. Neverthe-
less, credit and interest rate risks remained the

main vulnerabilities for DTls. For securities deal-

ers, foreign exchange and concentration risks

2 Reserving risk is the risk that insurance liabilities are
underestimated, i.e., claims reserves are insufficient to
cover future claim payments. Lower reserving risk re-
flects prudent reserving practices and the use of reinsur-
ance to mitigate potential underestimation of liabilities.

emerged as the primary areas of vulnerability at
end-2025. Meanwhile, for insurers, liquidity and

reserving risks warranted continued monitoring.

2.2.1 DTI Sector Vulnerabilities

DTI sector vulnerabilities in 2025 remained
moderate, despite rising exposures to credit
and interest rate risks. These vulnerabili-
ties partly reflected the early effects of climate-
related shocks from Hurricane Melissa in the De-
cember 2025 quarter. Although these vulner-
abilities were evident during the previous year,
they remained largely contained, due to robust
prudential oversight, sound management prac-
tices as well as strong pre-existing liquidity and
capital buffers. These factors underpinned the
sector’s continued resilience, enabling DTls to
withstand adverse shocks without posing mate-
rial risks to overall financial system stability. A

consolidated view of the sector’s risk profile is

provided in Figure 2.10.

Credit and Concentration Risks

Credit risk exposures rose moderately, in 2025,
as DTIs remained exposed to vulnerabilities
linked to their sizeable household lending port-
folios. In particular, consumer and mortgage
loans continued to account for significant shares
of household credit within the loan portfolios of

DTls. Notably, household loans accounted for
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Figure 2.10

DTI sector vulnerabilities remained moderate in 2025, with credit and interest rate risks as

the primary sources of exposure.
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approximately 53.6 per cent of DTIs’ total credit,
which was slightly above the 5-year historical av-
erage of 51.8 per cent, indicating a modest in-
crease in household credit concentration at end-
2025. Within the household loan portfolio, credit
was evenly distributed between consumer and
mortgage loans, each accounting for 50.0 per

cent.”*

In 2025, asset quality deteriorated
marginally, particularly in the household
and non-financial corporate (NFC) sectors.
In particular, household and non-financial

corporate sector NPL ratios increased to 2.8

74 See Section 2.1.2 for further details on recent develop-
ments in credit growth and loan quality in the composi-
tion of household loan portfolios.

per cent and 2.4 per cent, respectively, at
end-2025, from 2.5 per cent and 1.4 per cent
at end-2024. These deteriorations were mainly
attributed to higher debt servicing costs and
hurricane-related income disruptions towards
the latter part of the year. Although both ratios
were slightly above their respective 5-year
historical averages of 2.6 per cent and 1.8 per
cent, they remained well below the prudential
threshold of 10.0 per cent, indicating that credit
risks remained largely contained. In addition,
DTls continued to maintain adequate provision-

ing levels and implemented several credit risk

mitigation strategies as well as enhanced loan
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monitoring practices.”®

Furthermore, DTls remained exposed to con-
centration risk through large loan exposures,
but generally remained within prudential lim-
its.”®77 Large exposures to the top five eco-
nomic sectors remained broadly stable over the
review period, with lending to Financial Institu-
tions (their largest exposure) increasing to 34.6
per cent at end-2025, from 31.3 per cent at end-
2024 (see Figure 2.11). Moderate increases
were also recorded across all other sectors, with
the exception of Tourism, which remained rela-
tively unchanged at 12.0 per cent. In light of
climate-related shocks from Hurricane Melissa,
there was heightened risk that large exposures

to Tourism could deteriorate if borrower perfor-

mance weakened. Additionally, elevated large

75 Credit risk mitigation strategies adopted by DTIs in-
cluded, but were not limited to, the provision of tempo-
rary loan repayment moratoria to clients affected by Hur-
ricane Melissa, comprising short-term repayment defer-
rals of up to three months, with extensions granted on
a case-by-case basis following individual credit assess-
ments.

8 Large exposures refer to loans or credit facilities to a
single counterparty or a group of connected counterpar-
ties that represent a significant share of a financial insti-
tution’s capital or total loan portfolio. Such exposures
increase vulnerability to borrower-specific shocks, as fi-
nancial distress or default by a large borrower could have
a disproportionate impact on asset quality and capital
adequacy. For DTIs, large exposures include the sum
of exposures from placements, loans and advances, in-
vestments, other on-balance-sheet exposures, and off-
balance-sheet exposures, aggregated by economic sec-
tor.

" The prescribed large exposure limits by the type of coun-
terparty are as follows: i. Counterparty limit = 40%, ii.
Body corporates limit = 20%, iii. Individuals limit = 10%.

exposures to a few central borrowers also in-
creased the sensitivity to idiosyncratic shocks.
However, these risks continue to be mitigated
through collateralization, diversification efforts,
conservative underwriting standards, and capi-

tal buffers above regulatory requirements.

Interest Rate & Fair Value Risks

Interest rate risk was slightly elevated in 2025,
with a risk rank of 8, driven by maturity mis-
matches, heightened duration sensitivity, and
uncertainty around the near-term interest rate
outlook, amid generally lower domestic yields.
In particular, there were modest increases of
3.1 and 2.8 percentage points in the absolute
value of cumulative maturity gaps of up to 30
days to 47.39 per cent, and up to 90 days
to 48.72 per cent, respectively. This occurred
despite slight declines of 0.2 and 0.8 percent-
age point in GOJ global bond yields to 5.75
per cent and T-bill rates to 5.37 per cent, re-
spectively, which collectively influenced portfo-
lio sensitivity to short-term interest rate fluctua-
tions. Given lower market volatility and a more
favourable interest rate environment, DTls ac-
tively rebalanced their investment portfolios to-
wards lower-risk securities.”® This rebalancing

contributed to a moderation in fair value losses

78 For further details on investment portfolio adjustments
by DTls, see Section 1.2: DTI Sector Analysis.
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Figure 2.11

DTIs’ large exposures by top five economic sectors at end-2025, showed moderate increases,
with financial institutions remaining the largest sectoral exposure.
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on their balance sheets over the year. The ad-
justments were supported by stable funding con-
ditions and the strategic redeployment of excess
liquidity into high-quality, lower-risk assets, re-
flecting prudent balance sheet management in

a dynamic macrofinancial environment.

During 2025, DTIs’ fair value losses improved,
due to declining bond yields, stable policy rates,
and continued macroeconomic stability for most
of the year.”® Exposures to GOJ securities, both
domestic and global bonds, were actively man-
aged to mitigate valuation impacts, contributing
to a moderation in losses relative to 2024. As

a result, unrealized fair value losses declined by

™ Unrealized fair value losses for financial institutions oc-
cur when the current market value of their assets falls
below its original purchase prices, but the asset has not
yet been sold.

32.9 per cent to $5.7 billion, leading to an im-
provement in the ratio of losses to capital by 1.1
percentage points to 2.0 per cent (see Figure
2.12).

Foreign Exchange Risk Exposures

Foreign exchange risk remained moderate at
end-2025, despite a slight uptick relative to
end-2024 with a risk rank of 5. This uptick re-
flected the impact of wider net open positions
and increased lending to non-FX earners. The
DTI sector recorded a net open short foreign ex-
hange (FX) position of 3.5 per cent of capital at
end-2025, relative to a short position of 13.5 per
cent at end-2024, indicating a marked narrowing

of net short exposures.
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Figure 2.12

DTIs’ unrealized fair value losses declined in 2025, reflecting lower bond yields and improved
market conditions.
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Figure 2.13
DTlIs’ JMD and USD Liquidity Coverage Ratios remained adequate in 2025
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This shift reflected continued efforts to actively
manage FX exposures by the DTIs.8% Histori-
cally, the sector has maintained net short posi-
tions amid generally stable but depreciating do-
mestic currency. Since end-2024, net open FX
positions have trended upward, culminating in
the first net long position in August 2025, the first
since pre-COVID-19. This shift has been sup-
ported by lower FX market volatility, a relatively
stable domestic currency, and tighter system lig-
uidity, reflecting improved conditions for FX risk
management.8! Notwithstanding the increase in
FX risk, exposures remained largely contained

and comfortably within prudential limits.82
Liquidity Risk

Liquidity risk improved over the year, under-
pinned by higher liquid asset holdings relative to
total assets and short-term liabilities. The Liquid-
ity Coverage Ratio showed that DTls remained
resilient to short-term funding shocks, with all

institutions maintaining ratios above the 100.0

8 The net open (FX) position across the selected foreign
currencies for each institution is the sum of foreign cur-
rency spot position, net forward position and the foreign
currency guarantees that are certain to be called and
likely irrevocable. The spot position is calculated as for-
eign currency assets less foreign currency liabilities and
capital items.

81 see Bank of Jamaica Signals Tightening in Monetary
Policy

82 These positions were within the prescribed range of +15
per cent/-25 per cent established by the Bank.

per cent regulatory benchmark at end-2025.83
At end-2025, total Jamaica dollar LCRs ranged
from 151 to 327 per cent for most DTls, com-
pared with 141 to 281 per cent at end-2024, re-
flecting increases in both high-quality liquid as-
sets (HQLAs) and net cash outflows. This range
excluded three DTIs with unusually high LCRs
due to differences in business models and mar-

ket positioning (see Figure 2.13).84

2.2.2 Securities Dealers Sector
Vulnerabilities

Securities dealers sector vulnerabilities re-
mained moderate in 2025, underpinned by
notable improvements in interest rate and
counterparty risks. Interest rate risk declined
sharply, falling to a rank of 4 at end-2025, from

9 at end-2024, reflecting a more cautious matu-

8 | CR s a requirement under Basel Ill whereby banks are
required to hold an amount of high-quality liquid assets
that's enough to fund cash outflows for 30 days.

84 These outlier institutions reported LCRs of 495 per cent,
766 per cent, and 822 per cent, respectively. They pri-
marily comprise banks whose business models focus ex-
clusively on corporate banking or are otherwise smaller
institutions. Corporate banking focused institutions typ-
ically experience lower and more predictable cash out-
flows, enabling them to maintain high LCRs with rela-
tively lower liquidity risk. Meanwhile, smaller institutions,
often with limited competitive lending capacity, tend to
hold a larger portion of their liquid funds in HQLAs, result-
ing in elevated LCRs. While these high ratios indicate
strong liquidity buffers, they also suggest underutilized
lending capacity within the sector.
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Figure 2.14

Securities Dealers sector vulnerabilities remained moderate in 2025, with FX and concentra-

tion risks as the primary sources of exposure.
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Source: BOJ
Risk exposure indicators: [1] Liquidity Risk - Liquid assets/total assets, liquid assets/short-term liabilities, repo
liabilities/total liabilities, borrowings/total liabilities. [2] Foreign Exchange Risk - NOP/capital, FX liabilities/total liabilities.
[3] Interest Rate Risk - Cumulative maturity gap < 30 days, < 90 days, < 365 days/Assets, DVBP/Capital. [4]
Concentration Risk - Equity investments/total investments, government securities/total investments, investments/total
assets. [5] ounterparty Risk - (Loans + receivables + non-government securities)/total assets.

rity profile. This reflected SDs shifting towards
shorter-term investments to limit duration expo-
sure and hedge against uncertainty surround-
ing the future path of interest rates, while main-
taining flexibility to reprice portfolios and benefit
from relatively favourable short-term yields on
a risk-adjusted basis (see Figure 2.14).85This
rebalancing reduced the sensitivity of balance

sheets to changes in yields on longer-duration

8 The shortening of SDs’ investment maturities was driven
by a reallocation toward short-term instruments. Hold-
ings in the 1-30 day bucket increased by 85.0 per cent
to $205.5 billion at end-2025, relative to end-2024, while
on-call placements declined modestly by 6.0 per cent
to $77.1 billion. In contrast, exposures at longer tenors
contracted sharply, with investments in the 31-90 day
bucket falling by 43.0 per cent to $62.1 billion, the 91—
180 day bucket by 53.0 per cent to $35.3 billion, and the
181-365 day bucket by 40.0 per cent to $56.2 billion.

government securities.

SDs’ fair value losses also improved in 2025,
supported by generally stable macrofinancial
conditions and a strategic shift toward safer,
lower-risk investment positions, which damp-
ened valuation pressures relative to the previous
year. Specifically, fair value losses declined by
24.3 per cent to $8.3 billion, resulting in an im-
provement of 2.1 percentage points in the ratio
of losses to capital to 6.0 per cent at end-2025,

compared to end-2024 (See Figure 2.15).

Counterparty risk also fell significantly, to a rank
of 1 at end-2025 from 8 at end-2024, as expo-

sures to private-sector counterparties and non-
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Figure 2.15

SDs’ unrealized fair value losses declined in 2025, supported by stable macrofinancial con-

ditions and portfolio rebalancing.
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government securities declined relative to total
assets. In particular, the ratio of loans, receiv-
ables, and non-government securities to total as-
sets fell by 2.9 percentage points to 60.2 per
cent at end-2025, relative to end-2024. Notwith-
standing this improvement, these exposures
represented a significant portion of SDs’ assets
and therefore remained a key area of vulnera-
bility, should any of these exposures go into de-
fault. This vulnerability underscores the need for
continuous monitoring and prudent credit man-

agement.

Over the review period, there were modest in-
creases in foreign exchange, concentration and
liquidity risks. In particular, FX risk rose to a
rank of 3 from 1, despite a narrowing of the
sector’s net open long FX position to 21.9 per

cent of capital at end-2025, from 25.5 per cent

at end-2024. The increase in the FX risk rank
was driven by SDs’ substantial gross foreign-
currency exposures.?¢ Despite a modest de-
cline in FX liabilities relative to total liabilities, bal-
ance sheets were more sensitive to exchange
rate movements and valuation changes, which
contributed to the higher FX risk rank. Con-
centration risk also increased slightly as GOJ
securities and other market instruments contin-
ued to account for a significant share of balance

sheets. Meanwhile, liquidity risk rose slightly to

a rank of 2 at end-2025, from 1 at end-2024, re-

86 At end-2025, FX liabilities stood at 356.4 billion, down
from $363.5 billion at end-2024, while total liabilities
were $809.8 billion, slightly lower than $810.6 billion at
end-2024. As a result, the ratio of FX liabilities to to-
tal liabilities declined slightly to 44.0 per cent from 44.8
per cent, indicating that, despite a modest decline in rel-
ative size, gross foreign-currency exposures remained
substantial and contributed to balance sheet sensitivity
to exchange rate movements.
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flecting continued reliance on short-term funding
and repo markets.8” Notwithstanding, the sec-
tor’s liquidity buffers remained sufficient, with un-
encumbered assets totalling $52.4 billion as at
26 December 2025, demonstrating adequate ca-
pacity to meet obligations and maintain access

to BOJ liquidity support.

Nonetheless, vulnerabilities persisted due to
SD’s sizable investment portfolios and signifi-
cant holdings in GOJ securities, leaving the sec-
tor exposed to market risks.88 While the sec-
tor continued to benefit from a moderation in
yields at end-2025, a reversal could increase
market volatility, leading to renewed fair value
losses and triggering heightened collateral calls,
as was observed in 2022 and in a few minor
episodes thereafter.2? These exposures under-
scored the need for ongoing risk monitoring, as
the sector’s balance sheets remained sensitive

to interest rate movements, price fluctuations

87 Repo liabilities accounted for 81.6 per cent of total liabil-
ities at end-2025, up from 81.4 per cent at end-2024.

8 At end-2025, public sector domestic securities (GOJ in-
struments) accounted for approximately 24.3 per cent
of the sector’s total investment portfolio, highlighting the
concentration of holdings in GOJ instruments and the as-
sociated market risk exposure.

89 0n 17 June 2022, collateral calls issued by the Jamaica
Central Securities Depository (JCSD) reached a peak
value of $6.3 billion, compared to a 3-year average of
approximately $0.5 billion at end-2023, reflecting height-
ened market volatility. Around this period, GOJ global
bond yields spiked, while bond prices declined, with aver-
age bid/ask prices falling by 6.3 per cent, highlighting the
sensitivity of SDs’ investment portfolios to market fluctu-
ations, particularly GOJ global bond prices.

and market-driven collateral requirements.

Overall, pressures from the impact of modest in-
creases in FX, concentration, and liquidity risks
were more than offset by reductions in interest
rate and counterparty risks. Furthermore, the
sector remained well positioned to withstand ad-
verse market shocks, with strong statutory capi-

tal, robust liquidity and active risk management.

2.2.3 Insurance Sector Vulnera-

bilities

In 2025, the insurance sector vulnerabili-
ties remained moderate across life and gen-
eral insurance segments, with notable differ-
ences in risk drivers and sensitivity profiles
based on their business models. While the im-
pact of Hurricane Melissa, which made landfall
in Jamaica in October 2025, is not captured in
end-September 2025 financials, preliminary indi-
cators suggest that vulnerabilities are likely to re-
main largely contained. This assessment is sup-
ported by the existence of proactive risk man-
agement, adequate reinsurance arrangements,
and a generally stable macrofinancial environ-
ment, despite expected increases in claims, par-

ticularly for general insurers.
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Figure 2.16
General insurers’ vulnerabilities remained moderate in 2025, driven mainly by counterparty
and reserving risks.
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Source: BOJ Risk exposure indicators:[1] Liquidity Risk - Insurance contract liabilities/cash & short-term assets. [2]
Counterparty Risk - Reinsurance Assets/total assets. [3] Interest Rate Risk - Investment assets/insurance liabilities [4]
Underwriting Risk - Insurance service expenses/insurance revenue. [5] Reserving Risk - Insurance contract liabilities/total
assets.

Figure 2.17
Life insurers’ vulnerabilities remained moderate in 2025, driven mainly by reserving and lig-
uidity risks.
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Risk - Insurance service expenses/insurance revenue. [5] Reserving Risk - Contractual service margin (CSM)/insurance
liabilities.
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At end-September 2025, general insurers ex-

hibited a mixed risk profile. Liquidity risk im-

proved markedly, with the risk rank falling to 1,
from 7 at end-September 2024, reflecting higher
cash and short-term asset positions (see Figure
2.16). This outturn was supported by a decline
in the insurance liabilities to cash and short-term
assets ratio to 3.29 from 4.79 at end-September
2024.%0 |n addition, interest rate risk declined
further, with the risk rank easing to 1 from 3
at end-September 2024. This lower risk rank
was supported by a reduction in the investment
assets to insurance contract liabilities ratio to
0.80 from 0.97, as general insurers benefited
from portfolio adjustments and policy rate easing

in early 2025, which moderated yields on GOJ

% The decline in the ratio of insurance liabilities to cash
and short-term assets was mainly due to stronger growth
in Cash and Cash Equivalents, which increased by 59.3
per cent ($7.1 billion) at end-September 2025, compared
with a 9.2 per cent ($5.3 billion) rise in insurance contract
liabilities.

securities.®!9? These developments supported
stable investment returns and helped maintain
controlled expense ratios.®® Reserving risk also
improved, with the risk rank declining to 7 at end-
September 2025 from 9 in the previous year, re-
flecting conservative claims reserving practices
relative to total assets. In particular, the ratio
of insurance contract liabilities to total assets
remained broadly stable, decreasing slightly to
54.6 per cent at end-September 2025, from 54.9

per cent at end-September 2024, signalling a re-

9 Investment assets contracted by 9.9 per cent at end-
September 2025, while insurance contract liabilities in-
creased by 9.2 per cent, contributing to the decline in
the investment assets to liabilities ratio.

92 During the year, the sector reallocated its portfolio to-
ward longer-term GOJ securities, term deposits, and
repos, while reducing holdings of short-term GOJ se-
curities (<1 year). This strategy reflected the gener-
ally favourable interest rate environment and policy rate
easing in early 2025, which encouraged modest port-
folio shifts to preserve profitability. Notably, the sub-
sector’s portfolio remained concentrated in term de-
posits and repos—particularly with other domestic finan-
cial institutions—which accounted for just over 45.0 per
cent of total investments at end-September 2025. These
adjustments helped generate modest gains in Net Invest-
ment Results, particularly in the first half of the year, and
contributed to reduced unrealized fair value losses on
previously acquired positions.

9 General insurance profitability was supported by a 21.4
per cent ($4.9 billion) increase in the Insurance Service
Result for the year ended September 2025, reflecting
stronger declines in Insurance Service Expenses (37.7
per cent or $14.6 billion) and net expenses from reinsur-
ance contracts held (21.8 per cent or $9.4 billion), rel-
ative to an 8.1 per cent rise in total insurance revenue.
This drove a significant improvement in the sector’s ex-
pense ratio, which fell to 62.3 per cent at end-September
2025 from 95.3 per cent at end-September 2024, while
the Net Investment Result declined modestly by 5.6 per
cent ($0.7 billion), contributing to stable overall invest-
ment returns.
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duction in the risk of underestimating liabilities.%

Notwithstanding, the impact of these improve-
ments was offset by increases in counterparty
and underwriting risks for general insurers. In
particular, the counterparty risk rank rose to 7
from 4 at end-September 2024, driven by con-
tinued reliance on reinsurers. This was evi-
denced by reinsurance contract held assets ac-
counting for 17.3 per cent of total assets at end-
September 2025, up from 15.0 per cent for the
corresponding period of the prior year.®> The
increase in reinsurance holdings reflected con-
tinued reliance on external risk transfer to man-
age underwriting exposures, particularly in prop-
erty and motor vehicle lines. While the increase
in reinsurance holdings supported risk mitiga-
tion, it also heightened counterparty concentra-
tion. This is in a context where any delays or
shortfalls in recoveries could have material impli-
cations for liquidity and capital adequacy in ad-

verse events. Underwriting risk also increased

% Insurance contract liabilities grew by 9.2 per cent year-
on-year to $62.8 billion, while total assets increased
by 9.8 per cent to $115.0 billion. The stability of the
liabilities-to-assets ratio reflected conservative reserving
practices and careful management of reinsurance recov-
erables, which mitigated the risk of underestimating lia-
bilities. Maintaining an appropriately sized reserve rel-
ative to total assets reduces the likelihood that claims
obligations could exceed available resources, helping to
protect solvency and ensure that the insurer can meet
future policyholder obligations as they fall due.

% Reinsurance contract held assets grew 26.8 per cent
year-on-year to $19.9 billion, outpacing total asset
growth of 9.8 per cent to $115.0 billion.

moderately, with the risk rank rising to 4, from
2 at end-September 2024, amid modest pres-
sures in property and motor vehicle lines, driven
by higher-than-expected claims. However, pru-
dent expense management helped contain the
impact on profitability.% Specifically, the ratio
of insurance service expenses to total insurance
revenue improved slightly, falling to 0.39 at end-

September 2025 from 0.43 a year earlier.%’

Notably, life insurers displayed a contrast-
ing risk profile. Counterparty risk declined
significantly for life insurers, with the risk rank
falling sharply to 1 from 6 at end-September
2024, reflecting reduced reliance on reinsurers
(see Figure 2.17). Reinsurance contract held
assets accounted for less than 0.1 per cent
of total assets at end-September 2025, down
by approximately 48.0 per cent from the prior
year.® |Interest rate and underwriting risks re-

mained low, with both risk ranks at 1, sup-

ported by effective asset—liability management

% Underwriting risk measures the potential for losses aris-
ing from insurance policies underwritten by the insurer.
Higher underwriting risk indicates greater exposure to
unexpected claims or deviations from pricing and risk se-
lection assumptions.

% Insurance service expenses declined by 2.4 per cent
year-on-year to $9.51 billion, while total insurance rev-
enue increased by 7.9 per cent to $24.22 billion.

%8 Reinsurance contract held assets declined by 48.4 per
cent year-on-year to $0.2 billion, while total assets grew
9.3 per cent to $499.4 billion. The movement largely re-
flects the already minimal share of reinsurance contract
held assets relative to the industry balance sheet and
stronger growth in total assets.
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and stable expense ratios. More specifically,
the ratio of investment assets to insurance con-
tract liabilities remained relatively unchanged at
1.34 at end-September 2025, relative to end-
September 2024, reflecting a well-aligned asset
base to cover policy liabilities.®® Similarly, the
ratio of insurance service expenses to total in-
surance revenue improved slightly to 0.73, from
0.77 at end-September 2024, indicating contin-
ued prudent expense management that helped

contain underwriting pressures.'%

By contrast, liquidity risk increased slightly, with
the risk rank rising to 6 at end-September 2025,
from 5 at end-September 2024, driven by faster
growth in insurance contract liabilities relative to
short-term assets. In particular, the ratio of insur-
ance contract liabilities to cash and short-term
assets rose to 8.02 at end-September 2025,
from 7.73 at end-September 2024, reflecting a
modest tightening of liquidity.'®! Reserving risk
also increased, with the risk rank rising to 9, from
8 at end-September 2024, due to conservative

assumptions embedded in the Contractual Ser-

% Investment assets grew 8.6 per cent year-on-year to
$392.9 billion, while insurance contract liabilities in-
creased by 8.3 per cent to $292.4 billion.

1% 1nsurance service expenses increased by 2.7 per cent
to $15.9 billion, while total insurance revenue rose by
8.0 per cent to $21.6 billion, resulting in a slight improve-
ment in the expenses-to-revenue ratio to 0.73.

9 Insurance contract liabilities grew 8.3 per cent year-on-
year to $292.4 billion, while cash and cash equivalents
increased by 4.3 per cent to $36.5 billion.

vice Margin (CSM).'%2 The CSM to insurance
contract liabilities ratio declined to 0.14 at end-
September 2025 from 0.24 at end-September
2024, which was driven by a sharp decline in
the CSM concurrent with growth in policy liabili-
ties.'%% This outturn reflected a reduced margin

to absorb potential future claims.

Overall, at end-September 2025, while some
risk indicators shifted modestly across both sub-
sectors, insurance sector vulnerabilities remain
manageable. General insurers continued to
show relative stability in underwriting and in-
terest rate exposures, although high reliance
on reinsurance presented a potential source of
counterparty as well as liquidity risks. Life in-
surers exhibited heightened sensitivities in lig-
uidity and reserving risks, but their overall risk
profile remained contained. The resilience of
both sub-sectors was underpinned by prudential

oversight, insurers’ conservative balance sheet

management, and reinsurance arrangements.

92 The Contractual Service Margin represents unearned
profit that a life insurer expects to earn from its insur-
ance contracts over time under IFRS 17 accounting.
Conservative assumptions embedded in the CSM, such
as higher future claims or lower expected investment
returns, increase reserving risk because they reflect a
cautious approach to ensuring sufficient liabilities are
held to meet future obligations. A higher reserving risk
indicates sensitivity to potential underestimation of in-
surance liabilities.

19 The CSM decreased by 35.6 per cent year-on-year to
$42.3 billion, while insurance contract liabilities grew 8.3
per cent to $292.4 billion.
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2.3 Payment System Develop-
ments

During 2025, the payment system remained
broadly resilient, though specific events
highlighted vulnerabilities. The payment sys-
tem underpins the efficient transfer of funds
across the economy. lIts increased reliance on
digital and real-time platforms has enhanced ef-
ficiency and interoperability across payment ser-
vices, supporting a more interconnected and in-
tegrated payments ecosystem. Disruptions to
the payment system, whether operational, tech-
nological, or weather-related, can affect con-
sumer confidence and amplify vulnerabilities

throughout the system.

Retail payment channels remained efficient
and stable throughout the review year. Au-
tomated Banking Machines (ABMs) and Point-
of-Sale (POS) networks are critical for maintain-
ing access to funds and supporting daily trans-
actions. The value of ABM activities increased
to $110.2 billion as at December 2025, up from
$76.7 billion in December 2024.1%4 Similarly, the
value of POS transactions rose to $101.2 bil-
lion as at December 2025 relative to $89.8 bil-

lion as at December 2024. However, the POS-

194 ABM and POS activities consist of both debit and credit
transactions.

to-ABM ratio moderated to 1.46 in December
2025 from 1.68 in December 2024. These in-
creases suggest sustained consumer spending
activity and continued confidence in electronic
and cash-access payment infrastructure, reflect-
ing the resilience and reliability of the retail pay-

ments ecosystem (see Figure 2.18).

Retail payment infrastructure remained

broadly stable during the review year,
though Hurricane Melissa temporarily dis-
rupted physical access points. The ABM
network recorded only a marginal net increase,
rising to 784 terminals in December 2025
from 782 in December 2024. However, the
decommissioning of 16 terminals in Octo-
ber 2025 due to hurricane-related damage
temporarily reduced cash-access points. 10°
This event underscored that infrastructure
shocks can prompt increased reliance on cash,
heightening liquidity-management challenges
for both customers and financial institutions.
Notwithstanding this decline, the installation of
12 replacement terminals by November 2025
partially mitigated the associated downtime.
POS terminals also expanded, increasing to
34,151 in December 2025 from 31,836 in De-

cember 2024, indicating continued deepening

195 Decommissioning refers to ABMs being deactivated or
offline.
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Payment System Developments

December 2024 — December 2025
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Figure 2.18

ABM Activities and POS Transactions increased however POS-to-ABM ratio moderated for December

2025
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Figure 2.19
ABM and POS terminals increased for 2025
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of electronic payment penetration (see Figure
2.19).

Payment systems are central to liquidity
management within the financial system,
particularly through the settlement of high-
value interbank transactions. The average
monthly and overall value of the BOJ intra-day
liquidity facility, which supports Real Time Gross
Settlement (RTGS), decreased to $168.0 billion
and $2.0 trillion, respectively, for 2025 relative to
$405.8 billion and $4.8 trillion for 2024. Addition-
ally, the monthly transaction volumes decreased
for the review year. In particular, the number
of intra-day liquidity transactions decreased to
2 837 for 2025 from 3 006 for 2024, reflecting

strong Jamaica Dollar liquidity conditions and im-

proved liquidity management by institutions. %6

Concentration risk within the RTGS system,
as measured by the Large System Concen-
tration Risk Index (LSCRI), moderated during
2025. 197 Notably, the two most active partici-
pants continue to dominate payment activity, ac-
counting for an average monthly share of 20.7
per cent of payment activity, compared to 25.6
per cent in 2024. The monthly average share of
activity for smaller participants improved to 3.8

per cent at end-2025, relative to 2.5 per cent at

% The BOJ intraday liquidity facility provides funds to fi-
nancial system participants to minimize liquidity expo-
sure arising from timing mismatches between incoming
and outgoing payment activities.

97 The LSCRI records the share of payment activity be-
tween: a) the two most active participants in relation
to all other participants; and b) all other participants in
relation to the two most active participants. The calcu-
lation excludes the activities of the Accountant General
Department, BOJ and Clearing Houses who are also
participants in the RTGS system.

53 Resilience by Design

BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

Figure 2.20

Concentration Risk moderated for December 2025
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end-2024. This shift suggests a modest broad-
ening of participation within the RTGS network,
reducing system concentration risk and enhanc-
ing overall payment system resilience by limit-
ing reliance on a small number of dominant in-
stitutions.'® Notwithstanding the impact of Hur-
ricane Melissa, the payment infrastructure re-
mained broadly operational and efficient in 2025
(See Figure 2.20).

24 Stress Testing Resilience
and Regulatory Actions in

2025

1% High concentration can exacerbate maturity mismatch.
Banks may rely heavily on short-term funding sources
(e.g., interbank borrowing) to finance long-term assets
(e.g., mortgages). If confidence wanes or liquidity tight-
ens, these banks could face funding difficulties, poten-
tially triggering a crisis.
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241 Assessment of Systemic
Resilience Through Stress

Testing

During 2025, Bank of Jamaica conducted
routine stress tests to assess the capacity of
the domestic financial sector to absorb mar-
ket, liquidity and credit risk shocks. The re-
sults indicated broad-based resilience to a
range of macro financial shocks, reflecting
strong capitalization and ongoing enhance-
ments in prudential oversight. In particu-
lar, six single-factor stress tests, an aggregated
stress test as well as a second-round impact
assessment were undertaken. In line with the
assessed vulnerabilities of the domestic finan-
cial system, the analysis targeted market and
liquidity risks for securities dealers and insur-

ance companies, while credit risks were also
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Figure 2.21

Post Shock CAR for DTls, Securities Dealers and Insurance Companies demonstrated resilience to

the assessed shocks
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assessed for DTls. The simulations evaluated
the vulnerabilities of financial institutions to in-
creases in bond yields, higher funding costs, de-
clines in equity prices, foreign exchange rate
depreciation, deposit and repo withdrawals, ris-
ing non-performing loans and interbank conta-
gion effects. The stress testing shocks were
applied to the balance sheets of DTls and se-
curities dealers at December 2025 while the
shocks were applied to balance sheets of insur-
ance companies at September 2025.1%9 Further-
more, the evolution of these vulnerabilities for
DTls and securities dealers over the period De-

cember 2024 to December 2025 were demon-

199 The stress testing shocks were derived from historical
time series data using 95th percentile values to capture
tail risks—low probability, high impact events. These
shocks were further refined through expert judgment
to reflect current and anticipated domestic and global
macroeconomic conditions.

strated and a reverse stress testing exercise
undertaken to identify the breakpoints at which
institutions would breach prudential and early

warning benchmarks.

24.2 Key Results

The consolidated risk assessment indicated
that the DTI, securities dealers and insur-
ance sub-sectors maintained sufficient cap-
ital to absorb the contemplated macrofinan-
cial shocks at their respective reporting peri-
ods. Specifically, DTIs recorded a post shock
CAR of 13.6 per cent, down 1.2 percentage
points, while the CAR for securities dealers de-
clined by 5.5 percentage points to 16.2 per cent,

remaining in compliance with prudential and
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Figure 2.22

DTls post-shock CAR performance improved over the period December 2024 to December 2025
driven by recapitalization and waning of credit risk exposures
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early warning benchmarks.(see Figure 2.21).110
DTls were primarily affected by credit related
losses, whereas the hypothetical pass-through
to capital from equity risk was the least mate-
rial. In contrast, securities dealers were most
susceptible to interest rate risk and liquidity pres-
sures.

Within the insurance sector, the results at end-
September 2025 showed that the CAR for life
insurers declined by 14.2 percentage points but
remained comfortably above the prudential min-
imum."" This outcome is broadly unchanged
relative to the corresponding period in 2024.

However, while capital levels across these

"0 The prudential benchmark for DTIs and securities deal-
ers is 10.0 per cent, while the early warning minimums
are 11.0 per cent and 14.0 per cent, respectively.

™ The life insurance sector uses the LICAT ratio to mea-
sure capital adequacy. The prudential minimum for this
indicator is 100.0 per cent.

sub-sectors remained broadly adequate, spe-
cific vulnerabilities existed within select financial
groups that may require additional capital sup-
port and strengthened risk management prac-

tices to ensure ongoing stability.

2.4.3 Evolution of Vulnerabilities

The evolution of vulnerabilities for DTIs and
securities dealers fell over the period Decem-
ber 2024 to December 2025, due to recapital-
ization by large entities and waning of key
risk exposures amid portfolio adjustments.
For DTls, the sector’s post-shock CAR improved
by 0.4 percentage points over the period, re-
flecting a combination of capital injections by
large entities and a reduction in credit risk ex-
posures (see Figure 2.22). For securities deal-

ers, the post-shock CAR increased by 1.7 per-
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Figure 2.23

Securities dealers post-shock CAR performance was more resilient over the period December 2024
to December 2025 driven primarily by significant capital injections by the largest entity
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centage points, primarily driven by a significant
increase in capital by the largest entity in the mid-
dle of the year, as well as portfolio rebalancing
and improved liquidity management practices
by the industry as a whole (see Figure 2.23).
These measures which were undertaken to re-
duce vulnerabilities underscored the usefulness
of stress testing in identifying and managing sys-
temic risks as well as encouraging proactive risk

management practices.

2.4.4 Reverse Stress Testing

Reverse stress testing is a powerful tool that
identifies the specific conditions under which fi-
nancial institutions would fail to meet regulatory
capital requirements. By simulating extreme but
plausible scenarios, reverse stress testing helps

to uncover vulnerabilities that may not be evi-

dent under normal stress testing conditions. As
at end-December 2025, breakpoint analysis in-
dicated that DTIs and securities dealers exhib-
ited fairly strong resilience to the assessed risks.
Specifically, the results indicate that all DTls
would remain above the early warning threshold
of 11.0 per cent for shocks not exceeding an in-
crease in bond yields of 145 bps, an increase in
liability outflows of 20.0 per cent, an increase in
non-performing loans of 133.0 per cent or a de-
crease in equity prices of 269.0 per cent. Mean-
while, all securities dealers would remain pru-
dentially solvent for shocks not exceeding an in-
crease in bond yields of 185 bps, an increase
in liability outflows of 37.0 per cent or a de-
crease in equity prices of 77.0 per cent. Notably,
these breakpoints were significantly higher than

the outturns observed for these indicators since

57 Resilience by Design

BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

2010, indicating more than adequate resilience
across the financial system for plausible scenar-

ios.

2.4.5 Second Round Impact Sim-
ulation

Simulations were also conducted to evalu-
ate the implications of the impact of the ag-
gregated shocks on the financial system net-
work. More specifically, a contagion stress test
examined the potential fallout for other institu-
tions, stemming from the default of a financial
institution within the financial system. The aver-
age Index of Contagion (loC) for the system sig-
nalled that a defaulting institution would, on av-
erage, cause a 0.7 per cent loss in capital for its
counterparties.''?: 13 The individual loC ranged
between 0.0 per cent and 2.7 per cent (see Fig-
ure 2.24). Notably, the largest 10C scores be-
longed to the two SIFls. The average loC for
these SIFls was 2.4 per cent, emphasizing the
outsized role that these institutions play with re-

gard to the system’s contagion risk.

"2 The lower average 10C relative to previous quarters is
due to a revision to the network templates as well as the
inclusion of the ICs in the stress testing framework.

"3 An average loss of 2.4 per cent was recorded at end-
2024.

2.4.6 Regulatory Initiatives Im-
plemented Across the Fi-

nancial Sector in 2025

Overall, the financial system remained broadly
stable in 2025, reflecting the continued macroe-
conomic stability observed particularly during
the first three quarters of the year. Despite
the impact of Hurricane Melissa in the Decem-
ber 2025 quarter, financial soundness indicators
and stress testing results continued to signal re-
silience across the system. This performance
was supported by a combination of policy mea-
sures, enhanced supervisory oversight, as well

as strengthened collaboration between financial

institutions and financial sector regulators.

In 2025, Jamaica’s financial regulators imple-
mented several measures that strengthened the
resilience of deposit-taking institutions, securi-
ties dealers, and insurers before and after Hurri-
cane Melissa. Key initiatives included the BOJ’s
issuance of updated corporate governance stan-
dards for DTls and financial holding companies
to reinforce risk oversight and board account-
ability. In addition, the Financial Services Com-
mission introduced cyber risk management guid-
ance across the insurance, securities, and pen-
sions sectors to bolster operational resilience.
The FSC also implemented a revised fee frame-

work for securities dealers to enhance supervi-
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Figure 2.24

loC of DTls, Securities Dealers and Insurance Companies from credit and funding simulation
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sory capacity.

Following the hurricane, the BOJ supported
sector stability through targeted monetary and
financial stability actions, including holding the
policy rate to contain inflationary pressures, pro-
viding emergency liquidity support to stabilize
the value of the domestic currency, waiving
penalties and RTGS fees as well as conduct-
ing system wide stress tests which confirmed
strong capital and liquidity buffers across DTIs,
SDs and insurers. An important regulatory mea-
sure facilitated by the Bank of Jamaica was loan
moratorium arrangements by DTls for affected
customers. In addition, the Bank undertook tar-
geted interventions which were aimed at main-
taining credit quality and supporting liquidity.

Collectively, these measures contributed mean-

ingfully to maintaining financial stability through-

out the year.
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Box 2.1: A Residential Real Estate Price Index (RREPI) for Jamaica: Methodology

and Market Developments

The RREPI measures the change in residential property prices over time. It also supports the
Bank’s macroprudential surveillance toolkit by highlighting potential valuation pressures that may
affect household balance sheets and financial sector resilience. Following methodological en-
hancements and expansion of the data framework, the RREPI was reintroduced to support routine
monitoring of housing market conditions. Recent movements in the RREPI suggested that residen-

tial property price growth remained elevated but uneven across different regions in Jamaica.

Data Coverage

The RREPI was constructed using quarterly transaction-level data obtained from the National Housing Trust
(NHT) and the Realtors Association of Jamaica (RAJ) covering the period September 2010 to September
2025. Both datasets contained transactions spanning a range of price points. However, the NHT data were
more heavily weighted toward lower- to mid-priced housing, reflecting the institution’s focus on facilitating
housing solutions for lower income contributors through concessional financing and scheme development.
The RAJ data captured a broader distribution of market-based transactions, particularly at the upper end
of the market. The combined dataset contained information on sale prices, geographic location, as well as
key structural characteristics of properties including dwelling type, size and the number of bedrooms and
bathrooms. Together, both sources provided broad coverage of Jamaica’s residential property market and

supported the development of quality-adjusted price measures.

RREPI Framework

Given the heterogeneous nature of housing markets, the RREPI was compiled using a hedonic time-dummy
regression framework to estimate quality-adjusted price movements while controlling for differences in prop-
erty characteristics.? To limit excessive revisions of the index, as new data become available, the model
was estimated using a four-quarter rolling window, with successive estimates chain-linked to previously cal-
culated index levels.? Separate models were estimated for Kingston & St. Andrew, St. Catherine and the
Rest of Jamaica. These models were then aggregated into an All-Jamaica RREPI using transaction-value

weights that were periodically updated to reflect changes in market activity.®

Recent Developments in the RREPIs

The RREPI recorded continued growth in residential property prices during 2025. More specifically, the All-

Jamaica index increased by 9.4 per cent, year-on-year, following a 7.1 per cent increase in the September

2024 quarter.? This acceleration was largely driven by a stronger price increase in the Rest of Jamaica,
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which rose by 13.6 per cent, while price increases in Kingston & St. Andrew and St. Catherine were
more moderate, at 3.6 per cent and 2.9 per cent, respectively (see Figure 1.0).° While growth in prices in
Kingston & St. Andrew had historically outpaced other regions, recent developments suggested a broader
distribution of price pressures across regions, which may have reflected a gradual re-balancing of buyer
activity.

Since around 2017, residential property prices have exhibited a sustained upward trend, although the
pace of appreciation varied across regions in line with evolving demand conditions and housing market
dynamics. Notwithstanding these regional differences, residential property prices generally rose faster than
the Consumer Price Index (CPI), an indication of persistent asset price appreciation relative to broader price
developments.

Figure 1.0: Residential Real Estate Price Indices’
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Monetary Policy, Credit Conditions and Housing Prices

Housing market developments continued to evolve alongside changes in the monetary policy environment.
Changes in the policy rate influenced borrowing costs, credit conditions and housing demand. However, his-
torical trends indicated that the relationship with residential property prices were not immediate or uniform.
During the period of policy easing, between 2015 Q1 and 2019 Q3, the RREPI strengthened gradually, con-
sistent with delayed pass-through to mortgage pricing and household purchasing decisions. More recently,
following the tightening cycle that began around 2021 Q3, growth in the RREPI moderated only gradually
rather than reversing sharply, pointing to a degree of stickiness in housing prices and the persistence of

market adjustments even amid higher interest rates (see Figure 2.0).

Figure 2.0: Residential Property Prices, CPIl, and BOJ Policy Rate
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Growth in mortgage credit provided additional context for interpreting price developments, particularly given
the sizeable exposure of deposit-taking institutions to residential mortgages within household lending port-
folios (see Section 2.1.2). Periods of strong mortgage expansion were often associated with upward pres-
sure on house prices, which reflected increased purchasing capacity, while slower credit growth tended
to coincide with a moderation in price momentum. Mortgage growth, however, was typically more volatile
than RREPI growth, with changes in credit conditions only gradually reflected in housing prices. While
mortgage credit and residential property prices broadly exhibited co-movement over the cycle, periods of
continued price growth, despite credit fluctuations, highlighted the role of non-mortgage transactions and
other market drivers. Consequently, differences between mortgage credit growth and RREPI growth may
emerge when non-credit-financed demand, supply constraints, or broader macrofinancial factors become
more prominent. DTIs’ exposure to residential mortgages implied that sustained price growth followed by
sharp market corrections could affect borrower balance sheets and collateral values, underscoring the im-
portance of monitoring both credit conditions and broader market drivers when assessing housing market

developments.

Housing Supply and Market Activity

Developments in transaction volumes provided additional insight into shifts in supply-demand dynamics.
Activity weakened significantly following the onset of the COVID-19 pandemic, before rebounding as eco-
nomic conditions normalized (see Figure 3.0). From late-2022, however, transaction volumes declined
coinciding with tighter domestic financial conditions. Periods of declining activity alongside elevated prices
may have signalled supply constraints, while simultaneous moderation in both volume and price growth

may have reflected cooling demand. More recent data suggested that transaction activity remained sub-
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dued into 2024 and early-2025, indicating that the housing market continued to adjust to macroeconomic
conditions. The moderation in transaction volumes alongside continued mortgage growth suggested that
expansion in credit may have reflected larger average loan sizes, consistent with higher property prices,

rather than an increase in transaction activity.

Figure 3.0: Trends in Transaction Volumes
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Implications for Financial Stability and Policy

Recent developments in the RREPI, characterised by sustained national price growth alongside uneven
regional performance and moderating transaction activity carry important implications for financial stability.
Continued price increases, in an environment of subdued market activity, could signal tightening supply
conditions and reduced market liquidity, which would sustain elevated property prices even as borrowing
conditions tighten. While rising prices support household net worth and strengthen the value of collateral
held by financial institutions, persistent valuation pressures could also increase the sensitivity of highly

leveraged borrowers to future shifts in interest rates, income conditions, or credit availability.

At the same time, weaker transaction volumes alongside positive price growth suggest that housing market
adjustments could be occurring gradually rather than through sharp price corrections. This dynamic would
moderate near-term risks to financial institutions’ balance sheets and should warrant close monitoring, as
prolonged mismatches between price trends and underlying market activity could contribute to the build-
up of vulnerabilities over the medium-term. In this context, the RREPI is an important analytical tool for
assessing valuation dynamics, mortgage-related risks and evolving household leverage within the broader
macrofinancial environment. Routine reporting of the RREPI will enhance the Bank’s capacity to moni-

tor collateral values, credit risk conditions and emerging housing market imbalances in a timely manner.
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These insights would support the calibration of borrower-based macroprudential policy tools, while ongoing
improvements in data coverage and methodology would further strengthen the role of the RREPI within the

Bank’s financial stability framework.9

@ The hedonic model is estimated using the cleaned combined NHT and RAJ dataset, which is subject to standardised
validation, harmonisation, and quality-control procedures prior to estimation

bSee Constructing Residential Real Estate Price Indices for Jamaica (2016) for an earlier implementation of the
hedonic methodology on which the current RREPI framework builds.

¢ Geographic stratification allows price dynamics to be captured within relatively homogeneous market segments, im-
proving the accuracy and interpretability of the resulting indices.

9 The analysis presented in this section is based on data available up to the September 2025 quarter.

° Property prices in Kingston & St. Andrew, St. Catherine and Rest of Jamaica increased by 8.7 per cent, 15.3 per
cent and 10.6 per cent, respectively, in September 2024.

fThe RPPI series is smoothed using the Holt-Winters double exponential method to reduce short-term volatility arising
from fluctuations in transaction volumes. The smoothing is intended to limit statistical noise and improve the interpre-
tation of underlying price trends.

9 Borrower-based macroprudential policy tools are used to reduce the exposure of financial institutions to asset price
and income shocks experienced by their debtors. Examples of these tools include loan-to-value, debt-service-to-
income or loan-to-income ratios.
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Box 2.2: Update on Trend in Bank Fraud in Jamaica

As DTls, regulators and law enforcement agencies made gains in combating bank fraud amidst pos-
itive results in effected fraud controls, there was a general decline in annual bank fraud exposures
during 2025. This outcome is consistent with a multi-year strengthening cycle across institutions
and supervisors. In 2025, the establishment of a sector-wide cyber intelligence sharing hub further
institutionalized real-time threat exchange, strengthening early warning capabilities across institu-

tions.

For the 12 months ended December 2025, total fraud amounts reported by DTls contracted by 18.0 per
cent ($0.5 billion) to total $2.4 billion (see Figure 1.0), reversing the prior year’s increase of 18.4 per cent
(%0.5 billion). Similarly, the number of fraud occurrences declined by 58.9 per cent (63,499 events) to total
44,316 events, relative to growth of 75.5 per cent (46,383 events) during 2024. The reduction in reported

fraud amounts was the first observed decline in aggregate banking fraud in over 4 years.

Figure 1.0: Stock Composition of Annual Fraud Amounts Reported ($’ millions) Figure 2.0: Total Annual Number of Fraud Occurrences in the DTl Sector
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The general contraction in fraud amounts for 2025 was driven by a decline in loan fraud (down 87.0 per
cent or $0.5 billion), internet banking (down 78.4 per cent or $0.3 billion) and cheque fraud (down 23.4 per
cent or $0.1 billion), partially offset by increased levels of credit card fraud (up 29.4 per cent or $0.2 billion)

and debit card fraud (up 16.8 per cent or $0.1 billion).

The reduction in loans, internet banking and cheque fraud was driven by upgrades made by DTIs to online
platforms and mobile banking applications, industry level fact-finding and information sharing exercises,
greater stakeholder dialogue and strengthened regulatory rules and guidance that enhance the identifica-
tion, assessment, prioritization, monitoring and mitigation of risks. Consistent with global trends, tightening

controls in high-frequency fraud channels have been accompanied by a migration toward fewer but higher-

value digital attacks, particularly card-not-present transactions. This adaptive behaviour underscores that
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fraud risk has not disappeared, but has become more bounded and less scalable, thereby reducing its

systemic implications.

Despite the contraction in overall fraud amounts during 2025, credit card and debit card fraud remained
the most significant form of fraud among DTls (see Figure 2.0). While total volumes in both categories
of card fraud declined during the year (debit card fraud volumes contracted by 61.0 per cent, while credit
card fraud occurrences declined by 48.2 per cent), fraud amounts increased significantly as fraudsters
were able to execute higher-value fraud attacks on these typologies, despite the attempts by DTls and
regulators to reduce the number of incidences. Consequently, credit card fraud amounts increased by 29.4
per cent ($0.2 billion) compared with 5.7 per cent ($0.04 billion) in 2024. Similarly, debit card fraud amounts
expanded by 16.8 per cent ($0.1 billion) during 2025, slower than the growth of 69.7 per cent ($0.3 billion)
in 2024. Notably, the majority of card fraud were reported as “card not present” (approximately 87.3 per

cent), reflective of the increased use of phishing, smishing and other digital forms of fraud by mal-actors.

Against the backdrop of generally lower fraud amounts across the sector, potential impairment to institu-
tional profits for the December 2025 review period represented a weighted annual average share of 6.2
per cent of institutional profits (see Figure 3.0).

Figure 3.0: Distribution of Bank Fraud Amounts to Average Pre-Tax Profits Figure 4.0: Distribution of Bank Fraud Amounts to Regulatory Capital
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As a proportion of regulatory capital, average fraud amounts for 2025 remained consistently below 0.5 per
cent of system regulatory capital. At the institutional level, bank fraud amounts ranged between 0.8 per

cent and 2.0 per cent of regulatory capital (see Figure 4.0).

Given the relatively low ratio of total bank fraud amounts to institutional capital, fraud losses are not ex-

pected to pose a significant threat to regulatory capital in the near-term.
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Jurisdictional comparisons indicate that while Jamaica’s fraud ratios relative to GDP and banking assets
remain higher than some large, advanced economies, they compare favourably with several peer jurisdic-
tions and reflect measurable progress over the review period. Collectively, these developments suggest
that fraud and cyber-enabled risks, while persistent, have diminished in their capacity to generate systemic

stress.

Conclusion

The deposit-taking sector has demonstrated progressive strengthening against bank fraud, driven by adap-
tation, institutional learning, and iterative risk management improvements. Although fraud and cyber-
related threats persisted, their capacity to disrupt banking soundness or threaten overall financial stability
declined over time. During 2025, Jamaica’s banking sector was operating with enhanced resilience, more
integrated supervisory oversight, and stronger stakeholder collaboration, enabling swifter and effective re-

sponses to evolving criminal tactics and emerging technological risks.
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Climate-related events increasingly represent systemic risks for small island developing

states, transmitting shocks through credit, liquidity, operational and insurance channels.

The experience of Hurricane Melissa demonstrated how physical climate shocks can dis-

rupt economic activity, affect borrower repayment capacity and strain financial infrastruc-

ture. Strengthening climate risk monitoring, supervisory frameworks and stress-testing ap-

proaches is therefore critical to enhancing financial system resilience.

3.1 Climate Risk and Finan-
cial Stability: Transmission
Channels

Climate-related shocks are increasingly recog-
nised as significant macroeconomic risks with
systemic implications for small island develop-
ing states. For Jamaica, physical risks and asso-
ciated infrastructure damage constitute the pri-
mary transmission channel to financial instabil-
ity.14 While transition risks remain relevant over
the medium-to-long term, the Jamaican context
underscores the immediacy of acute weather
events and their capacity to disrupt financial

intermediation, payment systems and broader

"4 Physical risk refers to the financial risks arising from
the direct impacts of climate-related events, including
acute events such as hurricanes, flooding and storms,
as well as chronic changes such as rising sea levels and
increasing temperatures.

macrofinancial conditions.!®

Jamaica’s structural characteristics heighten
these transmission risks. Specifically, economic
activity is concentrated along coastal zones,
with tourism being a significant driver of output
and foreign exchange earnings, as well as criti-
cal infrastructure being highly exposed to storm
surge and flooding. These features increase
the likelihood that climate shocks generate cor-
related losses across sectors, reducing diversi-
fication benefits within financial institutions’ loan
portfolios and investment books. Climate events
may also interact with prevailing macrofinancial
vulnerabilities, such as: high household indebt-
edness, sectoral concentration or adverse ex-
ternal conditions, thereby increasing the risk of

more severe outcomes during periods of stress.

"% Transition risk refers to the financial risks associated
with the process of adjusting to a lower-carbon and
more climate-resilient economy, including changes in
policy, regulation, technology, market preferences and
investor behaviour.
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3.1.1 Physical Risk as a Sys-

temic Shock

Physical risks arise from both acute events and

chronic climatic shifts (see Figure 3.1).

In Jamaica’s case, acute hurricane shocks rep-
resent the dominant risk factor, capable of simul-
taneously affecting households, firms, infrastruc-
ture and public services. The passage of Hurri-
cane Melissa in October 2025 provided an illus-
tration of these dynamics. While the financial
system remained resilient, the episode demon-
strated how climate events can transmit across

multiple financial stability dimensions.

At the borrower level, direct damage to residen-
tial and commercial property can reduce collat-
eral values and weaken repayment capacity as
income streams are disrupted. Tourism-related
enterprises, agricultural producers and micro,
small and medium-sized enterprises (MSMEs)
are particularly vulnerable to revenue interrup-
tions. 1® Rising credit risk premia under such
conditions may tighten financial conditions more
broadly. Where losses are widespread within
specific parishes or sectors, correlated credit im-
pairments may emerge, increasing provisioning

requirements and exerting pressure on capital

"8 see GOJ Updated Climate Change Policy Frame-
work

buffers under severe stress scenarios.

Climate shocks may also trigger precautionary
behaviour among households and firms, lead-
ing to elevated short-term liquidity demand even
when underlying solvency conditions remain
sound. Ahead of, or immediately following, a
storm event, cash withdrawals typically increase
and deposit patterns may temporarily shift. No-
tably, in October 2025, with the impact of Hurri-
cane Melissa, liquidity buffers within the DTI sec-
tor remained above regulatory thresholds. This
experience underscored the importance of con-
tingency liquidity planning and timely communi-
cation to mitigate confidence effects. In small,
open economies with concentrated economic
structures, such liquidity dynamics can be am-

plified by limited geographic diversification.

3.1.2 Operational and Payment

System Disruptions

Beyond credit and liquidity channels, climate
events pose material risks to financial market in-
frastructure (FMI) and payment networks. Hur-
ricane Melissa highlighted vulnerabilities in the
operational continuity of ABMs, POS terminals,
mobile and internet banking platforms, and el-
ements of interbank payment and settlement
systems. Physical damage to power infrastruc-

ture and telecommunications networks, together
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Table 3.1
Physical Climate Risks and Transmission Channels

Physical Risks Transmission Channels

- Direct damage to real estate and insurance losses
- Reduction in asset values

Hurricanes
& Flooding

- Business and supply chain disruptions

- Reduction in desirability of tourism assets
- Increased costs to insure and adapt coastal properties

Coastal Erosion &

Sea Level Rise
- Biodiversity loss and destruction of ecosystem service

- Decreased crop yields and increased insurance claims
- Potential hazards from landslides
- Greater costs from reliance on irrigation

Changing
Rainfall Patterns

- Rising healthcare and insurance costs
Extreme - Increased energy costs and burden on energy systems
Heat - Reduced worker productivity
- Reduced agricultural and animal yield

- Increased water costs

Water - Curtailment of economic activities dependent on water
Scarcity - Potential health consequences
- Reduced agricultural and animal yield
- Increase in health burden from infectious diseases
Spread of

Disease Vectors - Reduced agricultural yields due to pests

- Increased insurance health and life claims

Source: Cambium Global Solutions (CGS) and BOJ

with road access constraints, temporarily im-

paired ABM functionality.

These operational constraints illustrate a criti-
cal transmission dynamic: when access to pay-
ment systems is impaired, a localized physical
shock can evolve into a broader liquidity and
confidence event. Climate risk therefore ex-

tends beyond credit and insurance exposures

to encompass financial infrastructure resilience.
The geographic concentration of key operational
facilities including data centres, and branch
networks can heighten operational risk during
climate-events. As such, resilience of payment
systems, telecommunications redundancy and
cyber-physical risk integration are integral com-

ponents of financial stability policy.
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3.1.3 Insurance Sector Trans-

mission and Risk Repric-

ing
The insurance sector serves as a key shock
absorber within Jamaica’s financial system.
Where reinsurance coverage and catastrophe
risk transfer instruments are effective, systemic
spillovers are mitigated and losses are par-
tially externalised. However, global repricing of
catastrophe risk could increase domestic pre-
mium costs over time, potentially reducing in-
surance penetration and increasing uninsured
losses borne by households and firms. Ja-
maica’s layered disaster risk financing strategy
includes parametric insurance coverage and
catastrophe bond arrangements which provides
rapid liquidity following qualifying events, help-
ing to mitigate short-term fiscal pressures and

limit spillovers to the domestic financial system.

3.1.4 From Shock to Systemic
Risk

The transmission of climate risk to financial sta-
bility can be conceptualised as a multi-layered
process in which physical damage and income
disruption lead to credit impairment, heightened
liquidity demand and operational strain. These

channels may operate simultaneously, reinforc-

ing macrofinancial feedback loops.

While Hurricane Melissa did not result in sys-
temic instability, it demonstrated that climate
shocks possess the characteristics of system-
wide stress events capable of affecting solvency,

liquidity and operational resilience concurrently.

3.1.5 Policy and Supervisory Ini-
tiatives to Strengthen Cli-
mate Resilience

International supervisory standards clarify that
climate-related risks do not constitute a new cat-
egory of financial risk. Rather, physical and tran-
sition risk drivers influence traditional pruden-
tial risk types already embedded in supervisory
frameworks. In April 2024, the Basel Commit-
tee on Banking Supervision (BCBS) revised the
Basel Core Principles to explicitly incorporate
climate-related financial risks (CRFRs) across
relevant principles, reinforcing their treatment as
cross-cutting risk drivers within governance, risk
management, and supervisory assessment pro-
cesses. This approach promotes supervisory
consistency while ensuring that climate-related
vulnerabilities are assessed using established

prudential concepts.”

"7 Core principles for effective banking supervision
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Figure 3.1

Climate-Related Risk Transmission Channels and Financial Stability Implications

()
Climate
Risks

Impacts on
Economic Sectors
& Macroeconomy

c
Feedback
Loop that

may adversely
affect economic
& financial
stability

Impacts on
Financial
Institutions
& Markets

Source: Taken from FSOC (2021)

Against this backdrop, the transmission chan-
nels outlined above underscore the impor-
tance of integrating climate risk into macropru-
dential surveillance and prudential supervision.
Strengthening resilience therefore requires iden-
tifying, assessing and transparently communi-
cating these risk drivers within existing pruden-

tial and market-discipline frameworks.

In line with this approach, BOJ has adopted
a structured, phased approach to embed cli-
mate considerations into its supervisory frame-
work. Phase 1 of the Climate Risk Project, im-
plemented with technical assistance from the

Agence Francgaise de Développement (AfD), es-

Transmission

Risks

e Technological Changes

¢ Policy Shifts

® Changes in consumer preferences

Physical

Risks

e Chronic (e.g. sea level rise)
Acute (e.g. hurricanes)

Damages to Property
Business Interruption
Effects on household and business income

Feedback across economy through
Product and labor markets

Credit and market risks
Liquidity risks
Operational risks

Ampilification through interconnections
and correleated exposures

tablished the analytical and supervisory founda-
tion for climate risk integration. This phase de-
livered a preliminary climate risk assessment,
mapped relevant physical and transition risks,
developed a survey instrument to assess insti-
tutional preparedness, and initiated a data man-
agement framework to address significant cli-

mate data gaps.'18-119

Building on this foundation, Phase Il supported
by AFD and the European Union Latin Amer-

ica and Caribbean Investment Facility will fo-

"8 Climate Stress Testing Data Management Frame-
work
"® Climate-related Financial Risks in Jamaica
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cus on refining climate stress testing models,
enhancing data integration and strengthening
disclosure practices. The Bank is advancing
stress testing methodologies that incorporate
hurricane scenarios, rising sea levels and rele-
vant transition dynamics. Enhancements to data
collection and the development of a climate risk
dashboard are intended to support consistent

analysis and cross-institutional comparison.

In parallel, BOJ and FSC have committed to pro-
ducing their own Task Force on Climate-related
Financial Disclosures (TCFD) reports, setting
a benchmark for transparency and governance
in climate risk management. Complementary
frameworks, including the International Sustain-
ability Standards Board’s IFRS S1 and IFRS S2
standards, support structured disclosure of gov-
ernance arrangements, strategy, risk manage-
ment processes, and relevant metrics.'? High-
quality public disclosures play an important role
in supporting financial stability. In addition, con-
sistent and comparable data enable supervisors
and other stakeholders to assess institutions’
risk profiles, governance arrangements, and re-
silience strategies. In the context of CRFRs, dis-
closures help to address information gaps and

support sound risk pricing. This transparency

20|FRS - Introduction to the ISSB and IFRS Sustain-
ability Disclosure Standards

reduces the risk of abrupt market reactions fol-

lowing climate-related shocks.

Operational resilience is further supported by fi-
nancial innovation. Jamaica’s central bank dig-
ital currency, Jam-Dex, has the potential to mit-
igate hurricane-related disruptions by facilitat-
ing peer-to-peer transactions and government-
to-person transfers even when physical cash dis-
tribution channels are constrained. By reduc-
ing reliance on branch networks and physical
cash logistics, broader adoption of digital pay-
ment rails may enhance transactional continu-
ity during severe weather events, provided that
telecommunications infrastructure remains func-

tional.

Furthermore, with low insurance penetration
and a sizable informal sector, Jamaica faces
challenges in risk transfer and loss absorption.
In this regard, microinsurance products can help
to mitigate the financial impact of climate shocks
on vulnerable groups.’?' By providing afford-
able coverage for climate-related losses, mi-
croinsurance can enhance financial resilience
among households and small businesses that

may otherwise be excluded from traditional in-

121 The International Association of Insurance Supervisors
(IAIS) defines microinsurance as “insurance that is ac-
cessed by the low-income population, provided by a va-
riety of different entities, but run in accordance with gen-
erally accepted insurance practices.”
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surance markets. Additionally, through the use
of parametric products, which pay out based on
pre-defined event triggers rather than lengthy
loss assessments, payouts are notably quicker
which is vital for rapid recovery. Moreover, mi-
croinsurance also helps to improve the culture of
saving and risk management among vulnerable
populations, contributing to broader financial in-
clusion objectives. Towards this end, legislation
to formalize the operation of microinsurance in
Jamaica, is expected to be tabled and enacted

by FY 2026/2027.

Collectively, strengthened stress testing frame-
works, enhanced data and disclosure practices,
digital financial innovation as well as diversified
risk transfer mechanisms, will position the Ja-
maican financial system to better withstand the
evolving challenges posed by climate change.
In this regard, continued analytical refinement
and inter-agency coordination will remain cen-
tral to safeguarding financial stability in an era

of heightened climate volatility.

3.2 Hurricane Melissa

3.2.1 Balance-Sheet Effects
for Deposit-Taking Insti-
tutions and Securities
Dealers

Hurricane Melissa, which hit Jamaica in Oc-
tober 2025, was one of the most severe
natural disasters to affect the island in re-
cent decades, inflicting extensive damage
to physical infrastructure, housing, and pro-
ductive capacity. The event introduced sig-
nificant near-term challenges for the real
economy and the financial system. The dam-
age from the hurricane has been estimated
at approximately US$12.2 billion, representing
55.7 per cent of Jamaica’'s GDP at end-2025,
with the most affected sectors being agriculture,

tourism, and construction.

In the aftermath of the hurricane, domestic fi-
nancial markets experienced heightened volatil-
ity, with bond yields rising and equity prices de-
clining. Specifically, GOJ global bond compos-
ite yields rose from 5.6 per cent, the week pre-
ceding the hurricane, to 5.8 per cent at end-
November 2025, following consecutive months
of trend declines. At the same time the main
market index of the Jamaica Stock Exchange
(JSE) declined from 323 843 points immediately

before the passage of Hurricane Melissa to a
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low of 309 355 in the weeks following the hurri-
cane, before recovering to 318 658 points at end-
November 2025, reflecting investor concerns
about the economic impact of the hurricane and

its implications for corporate earnings.

As a result, the balance sheets of financial in-
stitutions were negatively impacted through a
combination of market, credit, and operational
channels. Notably, the increased market volatil-
ity led to reductions in the market value of do-
mestic financial assets, particularly for corpo-
rate bonds and equities. The effect was more
pronounced for securities dealers, as their busi-
ness models are more sensitive to market fluctu-
ations. Specifically, the value of securities deal-
ers’ holdings of corporate bonds and equities
both declined by an estimated 6.4 per cent be-
tween the September and December quarters
of 2025. The corresponding decline for DTIs
was approximately 1.4 per cent, reflecting DTIs’
more diversified asset portfolios and lower expo-

sure to market-sensitive instruments.

For the banking sector, there was a notable in-
crease in PDLS between the September and
December quarters of 2025 as some borrowers,
particularly in the affected regions, struggled to
meet their debt obligations. The PDL ratio rose
from 2.6 per cent at end-September 2025 to 3.2

per cent at end-December 2025. The increase

in the overall PDL ratio primarily reflected dete-
rioration in the PDL ratios of the agriculture and
tourism sectors, which were among the hardest
hit by the hurricane. In particular, the PDL ra-
tio for the agriculture sector rose from 0.3 per
cent at end-September 2025 to 2.2 per cent at
end-December 2025, while the tourism sector’s
PDL ratio increased from 0.3 per cent to 3.9 per
cent over the same period. However, the over-
all impact on the banking sector was mitigated
by strong pre-existing capitalization and prudent
risk management practices. (see Chapter 1 -

Deposit-Taking Institutions for further details).

The effects of Hurricane Melissa also con-
tributed to a decline in profitability for both DTls
and securities dealers in the December quar-
ter of 2025. More specifically, DTI pre-tax prof-
its fell by 28.3 per cent between the Septem-
ber and December quarters of 2025. Concur-
rently, securities dealers experienced a more
pronounced decline of 52.9 per cent, largely due
to their higher exposure to market-sensitive as-
sets and trading activities. Despite these chal-
lenges, both sub-sectors maintained positive
profitability, supported by their diversified rev-
enue streams and effective cost management

strategies.

Despite the significant challenges posed by Hur-

ricane Melissa, the financial system’s overall re-
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Table 3.2
ABM Recovery Progress following Hurricane Melissa was slowest in parishes in the direct line of
impact

POST-STORM (MULTILINK NETWORK)
30-Sep 29-Oct 30-Oct 31-Oct

Parish  EEZE
Clarendon 38 12 31.6 14 36.8 18 47.4
Hanover 16 n n n
Kingston 89 52 58 61
Manchester 46 20 435 22 47.8 27
Portland 19 7 36.8 9 47.4 9 47.4
St. Andrew 236 175 212 217 919
St. Ann 75 36 48.0 37 493 44
St. Catherine 141 65 46.1 82 102
St. Elizabeth 38 5 13.2 5 13.2 5 13.2
St. James 109 39 358 47 431 49 45.0
St. Mary 26 n 423 n 423 12 46.2
St. Thomas 16 9 10 14
Trelawny 21 4 19.0 4 19.0 4 19.0
Westmoreland 37 8 216 8 216 8 216
Total Country 907 454 50.1 530 58.4 581 64.1

silience was evident, with institutions demon-

3.2.2 Operational Disruptions

strating the capacity to absorb shocks and main-

tain critical functions. However, the event un- and Business ContanIty

derscored the importance of continued vigilance In the immediate aftermath of Hurricane Melissa,

and proactive risk management which includes  45erational disruptions were widespread across

strong contingency planning and operational re- ¢ financial system, particularly in the most af-

silience in the context of increasing climate- fected regions. The hurricane caused signifi-

related risks and the possibility of more frequent cant damage to physical infrastructure, includ-

and severe natural disasters in the future. ing bank branches and ABMs, leading to tempo-
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rary closures. Although core banking systems
remained operational, last-mile connectivity lim-
itations restricted customer access to cash and
digital payment channels (see Table 3.2).

3.2.3

Insurance Sector Re-

silience

While the impact of Hurricane Melissa on the
real economy was significant enough to lead to
notable indirect effects on the financial system,
the insurance sector was the most directly af-
fected, given its role in providing risk transfer
and financial protection for individuals and busi-
nesses against discontinuous shocks such as
natural disasters. As such, the FSC conducted a
preliminary assessment of Hurricane Melissa’s
impact on the insurance industry.

The results of the assessment show that life
insurers remained resilient, with minimal capital
impacts, strong liquidity positions. In addition,
most entities quickly restored operations and ex-
ecuted business continuity plans (BCPs). Fur-
thermore, withdrawal and surrender risks were

generally low."?2 While direct claims for life in-

122 For Life insurers, withdrawal/surrender risks are gener-
ally expected to remain low, with the exception of one in-
surer, anticipating a potential increase of 10.0 - 30.0 per
cent. Notwithstanding, all insurers continued to main-
tain strong and stable liquidity positions and, as a result,
remained well positioned to meet near-term obligations.

surers were limited, indirect pressures emerged
from elevated lapse rates and premium arrears,
likely reflecting temporary income challenges
among some customers.

In contrast, general insurers faced more pro-
nounced effects as hurricane-related claims
placed pressure on near-term profitability and
capital adequacy. However, reinsurance played
a critical role in mitigating industry losses and
net exposures, helping to preserve liquidity and
absorb the majority of gross claims.'23

Hurricane Melissa represented a significant
gross loss event, particularly for the general in-
surance sub-sector. However, the industry’s net
retained exposure is generally expected to re-
main small relative to industry-wide capital and
surplus in the medium term, even as underwrit-

ing and climate-related risks remain elevated.

2 For general insurers, total expected insurable
losses are estimated at approximately $115.7 bil-
lion (US$732.2 million), representing 6.0 per cent of the
PIOJ's estimated US$12.2 billion in physical damage to
Jamaica. Expected recoveries from reinsurers amount
to J$111.2 billion, or 96.1 per cent of gross losses,
effectively transferring the majority of the catastrophe
risk to international reinsurance markets and limiting
domestic insurers' net retained exposure. Of note,
these expected losses were concentrated among
the top four general insurers, which accounted for
approximately 76.8 per cent of the sub-sector's total
expected insurable losses. Claims settlement were at
an early stage, with actual payments at end-December
2025 of $8.8 billion, representing approximately 7.6 per
cent of total expected losses, and 23.7 per cent of total
actual reinsurance inflows ($37.2 billion). This reflected
the scale and complexity of this major catastrophic
event. Overall, reinsurance recoverability across the
sub-sector is estimated at 80-90 per cent, offsetting the
majority of net losses.
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It is important to note that while the expo-
sure of the industry was significant, it was un-
derstated due to the low insurance penetration
rate in Jamaica, which stood at approximately
4.9 per cent at September 2025.12* This pen-
etration gap highlights broader systemic vulner-
abilities, as limited coverage reduces risk pool-
ing and the sector’s ability to absorb shocks from
catastrophic events.

These findings underscore the importance of
robust risk management practices, including ef-
fective reinsurance strategies, as well as the
need for continued vigilance in monitoring and
managing emerging risks, particularly in the con-
text of increasing climate-related risks and the
possibility of the occurrence of more frequent
and severe natural disasters in the future. The
FSC in concert with the Bank of Jamaica - as
joint financial system supervisors - will continue
to closely monitor the insurance sector’s re-
silience in the aftermath of Hurricane Melissa,
and will work with industry stakeholders to en-
sure that appropriate measures are in place to

support the sector’s continued stability.

124 Insurance penetration is a commonly used indicator of
the depth of insurance markets and is typically mea-
sured as the ratio of total insurance premiums to GDP.
In this report, the insurance penetration ratio is proxied
as the ratio of annualized total insurance revenue to an-
nual nominal GDP, reflecting data availability and en-
suring consistency with national accounts aggregates.
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The outlook for financial stability remains positive but subject to evolving risks from global

uncertainty, climate-related shocks and domestic asset market developments. Model-based

assessments suggest that, despite contraction in economic activity following Hurricane

Melissa and potential weather-related shocks, the banking system is expected to remain

resilient, supported by strong capital buffers, stable liquidity conditions, and manageable

credit risks. Policy reforms, including Basel Ill implementation, the development of the Sys-

temic Risk Buffer and progress toward the Twin Peaks supervisory framework, are expected

to strengthen institutional resilience.

4.1 Emerging Risk for 2026

411 Geopolitical Tensions

Global uncertainty in 2026 is expected to
be driven primarily by escalating geopoliti-
cal tensions and elevated policy uncertainty,
both of which are likely to increase finan-
cial market volatility. Assessments from ma-
jor international institutions, including the Inter-
national Monetary Fund, point to a global land-
scape increasingly defined by geopolitical con-
flict and the expanding use of trade restrictions.
Countries are relying more heavily on sanctions
and tariffs as tools of economic leverage, often

in place of traditional diplomatic channels.

Geopolitical tensions are expected to increas-
ingly transmit through global and domestic fixed-
income markets in 2026, with implications for

sovereign bond valuations and financial system

stability. In this context, heightened uncertainty
is likely to prompt a reassessment of global risk
premia, as investors demand higher compen-
sation for perceived risks. This environment is
expected to contribute to upward pressure on
yields across advanced and emerging market
instruments, including Jamaica’s sovereign se-
curities, reflecting tighter global financial condi-

tions and a moderation in investor risk appetite.

While financing conditions improved in 2025, the
evolving geopolitical landscape could reverse
some of these gains in 2026. Particularly, a sus-
tained period of uncertainty, especially if accom-
panied by higher energy prices and renewed
inflationary pressures, may lead to further in-
creases in yields, resulting in valuation losses
on fixed-income portfolios. Given the exposure
of domestic financial institutions across sectors
to these assets, such developments could trans-

late into mark-to-market losses and place down-
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ward pressure on capital positions. As such,
bond market repricing represents a key chan-
nel through which geopolitical risks could mate-
rialize, warranting closer monitoring within the

macroprudential surveillance framework.

Furthermore, as Jamaica is characterized as be-
ing an economy highly dependent on imported
goods, these global dynamics heighten exter-
nal vulnerability. Disruptions to international
shipping routes or broader global supply chains
can lead to greater inflation volatility and un-
predictable financial market conditions. Col-
lectively, these risks pose tangible challenges
to maintaining both price stability and financial

stability, underscoring the need for heightened

monitoring and policy agility.

4.2 Policy Reforms

4.2.1 Enhancing Financial Sys-

tem Resilience Through
Basel Ill and Supporting
Reforms

The continued resilience of Jamaica’s finan-
cial system remains central to preserving finan-
cial stability. A robust and well-regulated fi-
nancial sector is better positioned to absorb
shocks arising from economic volatility, natural

disasters and global financial market disruptions.

Strong capital buffers, robust liquidity positions,
sound governance and effective risk manage-
ment frameworks are therefore key to maintain-
ing the safety and soundness of deposit-taking
institutions and support continued confidence in

the financial system.

In this regard, Bank of Jamaica will continue to
strengthen the prudential framework through the
ongoing implementation of Basel lll-compliant
standards. These standards include enhance-
ments to minimum capital requirements and cap-
ital buffers, guidelines for conducting the In-
ternal Capital Adequacy Assessment Process
(ICAAP), Supervisory Review and Evaluation
Process (“SREP”) as well as Market Discipline
and Enhanced Risk Disclosure. Complement-
ing these reforms are several non-Basel initia-
tives, such as the introduction of a prudential
framework for the consolidated supervision of fi-
nancial holding companies (FHCs), the strength-
ening of liquidity risk management standards
and enhancements to recovery planning require-
ments. Collectively, these measures will en-
hance loss-absorbing capacity, improve super-
visory transparency, and strengthen crisis pre-
paredness, thus further aligning Jamaica’s su-
pervisory regime with international best practice

and reinforcing financial system stability.
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Current Roadmap of Regulatory Reforms

Basel Il
Phase Il

2024 - 2026

Basel Il

Phase |
2018 - Present

1. SREP 2.ICAAP

1. Revised 2.CCB
Minimum
Capital

< 4.LCR
Requirements (2018 - 2019)

3.SyRB

(2018 - 2022)

PROGRESS PROGRESS

Final stages before To be implemented
full implementation by date

4.2.2 Basellll (Pillar I) Implemen-

tation

The phased implementation of Bank of Ja-
maica’s Basel lll-compliant framework has ma-
terially strengthened capital adequacy and loss-
absorbing capacity within the local banking sec-
tor. Under Pillar | (Phase 1), DTls are re-
quired to maintain minimum risk-based capital
ratios, including Common Equity Tier 1 (CET1),
Tier 1, and Total Capital Adequacy Require-
ments (TCAR), thereby building a robust base of
high-quality capital to absorb unexpected losses.
Consistent with these reforms, DTIs’ capital ad-
equacy ratios remained comfortably above the
10.0 per cent regulatory minimum, with Basel Il|

ratios trending higher than under Basel |, even

Basel 1l
Phase Il

2026 - 2027

1. Public 2. Additional
Disclosure Capital &
Requirements Liquidity
Measures

1. Industry-funded
ex-ante
Resolution Fund

3.NSFR

PROGRESS PROGRESS

To be implemented To be implemented
by date by date

reaching levels above 16.0 per cent since end-
2023 Figure 4.1 and 4.2.

Complementing the strengthening of capital ad-
equacy standards, BOJ has advanced liquid-
ity reforms to reinforce the short-term resilience
of deposit-taking institutions. By implementing
the Liquidity Coverage Ratio (LCR) framework,
DTls are required to maintain an adequate stock
of high-quality liquid assets (HQLA) sufficient to
withstand 30 days of severe liquidity stress. This
requirement will ensure that DTls hold readily
available, unencumbered liquid assets to meet
short-term cash outflows, thereby reducing the
risk of funding disruptions, preserving depositor
confidence and supporting overall financial sta-
bility during periods of stress. In this context, the

LCRs of DTls remained well above the 100.0 per
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Figure 4.1
Trend in Capital Adequacy Ratio: Basel | vs Basel Il (%)
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Figure 4.2
Distribution of Basel Ill Capital Adequacy Ratio
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cent minimum requirement, with DTls maintain-
ing substantially HQLA buffers Figure 4.3 and
4.4. The system-wide position remained strong,
demonstrating improved capacity to withstand
short-term liquidity stress, thus reinforcing over-

all financial sector resilience.

4.2.3 Basel Il (Pillar 1) Imple-

mentation

In the short-to-medium term, the Bank will prior-
itize the development of the ICAAP and SREP
Frameworks. The ICAAP, a core component of
Basel Il Pillar I, requires DTls to assess their
capital adequacy relative to their full risk profile
and under stressed conditions. By embedding
forward-looking risk assessment, stress testing,
and stronger Board oversight, the ICAAP will
promote robust capital planning and the mainte-
nance of capital buffers to absorb shocks. The
SREP, which will form part of the Bank’s Basel IlI
Pillar 1l Framework, will complement ICAAP by
enabling the Bank to assess each DTI’s overall
risk profile, governance as well as capital and lig-
uidity adequacy on a forward-looking basis. This
framework is expected to allow BOJ to identify
emerging vulnerabilities at an early stage and
require corrective measures, such as strength-
ening capital buffers, improving risk manage-

ment practices, or addressing governance weak-

nesses, before risks threaten financial stability.

4.2.4 Additional Policy Initia-

tives

FHC Consolidated Framework - The proposed
prudential framework for consolidated supervi-
sion of non-operating FHCs will strengthen re-
silience by enabling the Bank of Jamaica to as-
sess capital adequacy and risks across the en-
tire financial group, rather than solely at the
level of individual institutions. This consolidated
approach is aimed at capturing intra-group ex-
posures, leverage and risks arising from un-
regulated or cross-sector subsidiaries, which
may otherwise obscure vulnerabilities and cre-

ate channels for contagion.

By requiring FHCs to maintain sufficient high-
quality capital on both a stand-alone and a con-
solidated basis as well as by addressing con-
cerns related to double leveraging, intra-group
holdings and non-transferable capital, the frame-
work will strengthen the financial sector’s capac-
ity to withstand adverse shocks, thereby enhanc-

ing system-wide resilience.

Liquidity Risk Management Framework - The
Bank is well advanced in developing an updated
Standard of Sound Practice on Liquidity Risk

Management. The revised framework will align
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Figure 4.3
Trend in LCR by Currency (%)
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Figure 4.4
Distribution of Liquidity Coverage Ratios
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with international best practice while addressing

domestic vulnerabilities.

Special Resolution Regime - The establishment
of a Special Resolution Regime will materially
strengthen resilience within Jamaica’s financial
system by providing clear legal and operational
mechanisms for the orderly resolution of non-
viable financial institutions. In 2023, the Bank
of Jamaica issued a consultation paper on the
proposed framework, incorporated stakeholder
feedback and subsequently prepared drafting in-
structions for the Financial Institutions (Resolu-
tion and Winding Up) Act (“the Act”). The draft
legislation was submitted to the Ministry of Fi-
nance and the Public Service and is currently

under consideration.

Recovery Planning — BOJ will be placing special
emphasis on developing the Recovery Planning
Guidelines in the near- to-medium term. This
will strengthen Jamaica’s financial system by re-
quiring DTIs and FHCs to develop credible, ac-
tionable plans to restore financial viability dur-
ing periods of severe stress. A forward-looking
approach will be adopted to ensure institutional
preparedness to respond promptly and effec-
tively to emerging risks. At the system level, re-
covery planning will support financial stability by
protecting critical financial functions, preserving

depositor confidence and reducing the likelihood

of disorderly institutional failure or systemic con-

tagion.

By continuing to implement the Basel lll frame-
work, aligning recovery planning with ICAAP
and the broader crisis management architecture
as well as enhancing surveillance across finan-
cial groups, the Bank’s policy framework will re-
inforce Jamaica’s holistic approach to financial

stability.

4.3 MaFiA Baseline and Climate

Scenario Assessment

The Bank's Macro-Financial Assessment
(MaFiA) model is designed to describe the
interactions between the macroeconomy and
the financial sector over a five-year horizon (see
Box 4.1). This forward looking tool was used
to assess a baseline economic trajectory for
Jamaica and the potential impact of a climate
related shock occurring in the Summer of
2026. The projections are based on the Bank’s
macroeconomic projections which envision
inflation returning to the target range by end
FY26/27 and growth averaging 1.0 — 2.0 per
cent over the medium term. The results indicate
that overall, the Jamaican financial system is
projected to remain prudentially sound despite
the adverse economic shock that resulted

from Hurricane Melissa, with key indicators

87 Resilience by Design

BANK OF JAMAICA



FINANCIAL STABILITY REPORT 2025

suggesting resilience in the financial system

and the capacity to absorb disruptions.

Under the baseline scenario—and in the ab-
sence of additional shocks—the banking sys-
tem’s capital position is expected to remain
strong and stable, with the average CAR main-
tained within the current range of 14.0 — 16.0
per cent over the near term and remains well
above prudential benchmarks throughout the
near and long term. The credit-to-GDP gap is
projected to fluctuate within a —3.0 to 2.0 per
cent range, below the overheating benchmark
for the credit market.'?®> Furthermore, credit
quality is expected to remain stable and well
below the 10.0 per cent benchmark, despite a
transitory increase linked to near term macroe-

conomic conditions due to Hurricane Melissa’s

impact.

To assess the financial system’s broader climate
vulnerability, the model also simulates a severe
weather shock occurring in the third quarter of
2026. The results indicate that even without

credit moratoria or supervisory forbearance, the

25 The credit-to-GDP gap indicator measures the devia-
tion of credit-to-GDP from its long-term trend. It is a
systemic risk indicator associated with financial cycles
which signals the extent of credit risk accumulation. A
positive outturn indicates credit is growing faster than its
long-term trend and may signal excessive credit expan-
sion. Negative values indicate credit is below its long-
term trend, indicating underperformance in the credit
market based on the sustainable level of credit in the
economy.

banking system would maintain capital buffers
above regulatory minimums. Notably, CAR
would remain consistent with baseline ranging
from 14.0 — 16.0 per cent after the weather-
shock is applied and into 2027. Furthermore,
in the long-run it remains in line with the base-
line path. Signifying the financial sector would
react similarly as it did to Hurricane Melissa or
perhaps even better. Credit quality similarly de-
teriorates only temporarily, with NPLs remaining
below the benchmark after the weather shock
is applied. Credit-to-GDP rises modestly as
households and firms access financing to man-
age damages but stabilizes within four quarters.
Liquidity pressures remain limited, partly due to

moderate increases in provisioning.

Overall, the financial system demonstrated
strong resilience to both macroeconomic head-

winds and climate driven shocks.
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Box 4.1: Introduction to the Macro-Financial Assessment (MaFiA) Model

The Macro-Financial Assessment (MaFiA) Model is a forward looking semi-structural model developed
which describes the dynamic interactions and feedback loops between the macroeconomy and the financial
sector of Jamaica. Figure 1.0 gives an overview of the five modules that make up the most basic version

of the model:

i. the macroeconomy,
ii. the aggregate bank balance sheets (including mainly asset performance and bank capital),
and three “connecting” modules for:
iii. credit creation,
iv. credit risk and

v. lending and funding rates.

Figure 1.0: Modules in the basic version of MaFiA

Credit creati ~
re reation | .

A

\ / \

Macro = Credit risk e
™ :
rd Y /

\ I Bank capital

= Interest rates |

Asset
performance

Figure 1: Modules in the basic version of MaF1A

Source: BOJ

The model complements the existing macroprudential policy toolkit of the Bank and integrates with its
current real economy model for monetary policy decision-making. Therefore, the MAFiIA enhances the
Bank’s ability to conduct scenario analyses with explicit assumptions over a five-year horizon and supports

the provision of sound macroprudential policy advice.
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Box 4.2: Enhancing Banking System Competition Programme - An Update

The Enhancing Banking System Competition Programme continued to advance in 2025 as a key pillar of
the Bank’s Monetary Policy Transmission Programme. This initiative is focused on reducing structural fric-
tions within the banking system to support more effective monetary policy transmission, while safeguarding

financial system stability.

During the year, progress was made on two core initiatives under the Programme: the Electronic Know-
Your-Customer (eKYC) Utility and the Account Portability project. The eKYC Ultility is intended to establish
a centralised, secure framework to facilitate customer identity verification and customer due-diligence infor-
mation sharing among participating financial institutions. By reducing duplication, onboarding costs, and
barriers to entry, the Utility is expected to enhance competition within the banking sector, support financial

sector innovation as well as improve regulatory effectiveness.

In 2025, the Bank prepared a Consultation Paper on the proposed eKYC operational framework and un-
dertook extensive engagement with industry stakeholders. Building on the feedback received, the Bank
advanced the conceptual and technical design of the Utility and subsequently published a Request for Pro-
posals (RFP) to procure the eKYC solution. This milestone marked the transition from policy design to

implementation. The initiative remains on track for a targeted launch in 2027.

Progress also continued on the Account Portability initiative, which is designed to reduce customer switch-
ing costs and enhance transparency in banking fees, charges, and interest rates. During the year, work
advanced on measures to strengthen customer awareness and comparability, including approval to develop
a comparative banking web platform, supported by planned focus group testing and public engagement

ahead of its anticipated launch.

Collectively, these initiatives are expected to strengthen competition within the banking system, improve
customer choice, and enhance the efficiency of monetary policy transmission. Work will continue in the
near-term to advance the legislative, governance, and operational arrangements required to support imple-

mentation, in close collaboration with industry stakeholders and public-sector partners.
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Box 4.3: Communicating to Strengthen Public Trust & Financial System Stability

Through Strategic & Targeted Messaging

Deposit insurance plays a critical role in protecting depositors and promoting financial stability. To fully
achieve this purpose, depositors must understand why institutions such as the Jamaica Deposit Insurance
Corporation (JDIC) exist and the protection it provides for depositors. Established in 1998, the JDIC man-
ages the Deposit Insurance Fund, providing coverage of up to $1.2 million per depositor, per institution, for
deposit taking institutions regulated by the Bank of Jamaica. This coverage aligns with international best
practice and currently protects approximately 96.5 per cent of deposit account holders within the banking

system.?

Lessons from the Global Financial Crisis of 2007-2009, particularly in the United Kingdom, highlighted
the importance of ensuring that depositors understand how deposit insurance protects them when banks
encounter difficulties. The International Association of Deposit Insurers (IADI) likewise emphasizes that
strong public awareness is essential to building depositor confidence.? More recent events, including re-
gional bank failures, particularly in the United States in 2023, reinforced how gaps in public understanding
can heighten uncertainty. In response to that failure, the Federal Deposit Insurance Corporation (FDIC)
launched its “Know Your Risk. Protect Your Money.” campaign targeting groups with low confidence in

the banking system.

When depositors are well informed, they are less likely to panic or withdraw funds unnecessarily during
periods of real or perceived uncertainty. In this context, the authorities are better able to manage troubled
institutions more effectively and maintain confidence in the financial system.® Notably, since the JDIC’s
establishment, no bank has failed, underscoring the value of robust regulation and proactive, audience

centred communication.

Recognizing the importance of having informed depositors, the JDIC and other members of the Financial
System Safety Net (FSSN) continue to prioritize coordinated public education and joint outreach initiatives.?
These initiatives include public forums, expositions and co-sponsored broadcasts designed to strengthen

public understanding of how the financial system operates and how depositors are protected.®

Additionally, in recent years, the JDIC has enhanced its communication efforts by adopting data-driven
strategies that translate the complexities of deposit insurance into accessible and easy-to-understand con-
tent. Key improvements included a redesigned, interactive website that serves as an information hub;

multi-channel campaigns across print, electronic, billboard, and digital media as well as short-form video

content, such as the JDIC Explained series.
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o

Complementing these efforts were youth-focused engagements including essay and logo redesign competi-
tions for secondary and tertiary students, as well as the publication of a financial education book for primary
level students. These initiatives has helped to reduce awareness gaps identified by national surveys and
allowed the Corporation to reach audiences where they were most active and engaged. Overall, together
with its FSSN partners, the JDIC’s strategic and targeted communication will ensure that depositors clearly
understand the protection available to them. This will serve to reinforce public trust and support confidence

in the stability of the financial system.

References:

Federal Deposit Insurance Corporation (FDIC), 2023, FDIC Launches Public Campaign to Raise
Awareness About Deposit Insurance, https://wuw.fdic.gov/news/press-releases/2023/pr23083.
html(Accessed February 9, 2026)

International Association of Deposit Insurers (IADI), 2025, “IADI Core Principles for Effective Deposit In-
surance Systems”, https://www.iadi.org/uploads/Core-Principles-September-2025.pdf (Accessed
February 19, 2026.)

@This level of protection is consistent with the International Association of Deposit Insurers' (IADI) best practice stan-
dard, which recommends that deposit insurers should aim to cover upwards of 90-95 per cent of the deposit accounts
in the financial system.

bIn its September 2025 publication of IADI Core Principles for Deposit Insurance Systems, specifically, Core Principle
10 (Public Awareness) states that, “in order to protect depositors and contribute to financial stability, the public is
informed about the benefits and limitations of deposit insurance on an ongoing basis and in the event of a failure of
an insured deposit-taking institution.”

¢ Since the introduction of deposit insurance schemes, this has proved to be effective in allowing the orderly manage-
ment and resolution of financial institutions in distress; thereby ensuring the maintenance of stability in the financial
system.

9 Members of the FSSN are, the Ministry of Finance and the Public Service, the Bank of Jamaica, the Financial Services
Commission and the Jamaica Deposit Insurance Corporation.

°To further support this objective, FSSN members have developed a communication strategy and framework that
outlines the principles for effective public engagement, ensuring message alignment and consistency to bolster public
trust in the broader financial system.
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