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The recent election victory by Donald Trump on the 

US resulted initially in uncertainty, which has 

caused leaders worldwide to think about the possible 

global consequences of his policies based on the 

rhetoric in the campaign. 

This has brought into sharp focus the still fragile 

situation of Jamaicaôs economy. This is especially 

relevant now, as Jamaicaôs progress in the next two 

to three years will, in my view be even more 

difficult than over the past three years.  

One may question this as over the past three years 

we have had to endure fiscal cuts, and many other 

restrictions, that has placed a strain on consumers 

and businesses. And so now that we are seeing 

improved economic conditions and increased 

confidence then why would I say that the most 

difficult time still is ahead. 

This is because (all business persons are aware) it is 

much easier to consolidate than grow. When one 

consolidates all you need to do is put policies and 

actions in place to reduce expenditure mainly, but to 

expand a company or economy it requires a different 

skill set, as one needs vision, planning, and well 

timed execution. It also needs leaders who can think 

what the environment will look like in the future and 

not be blinded by the current view. 

And so for Jamaica, we are in a situation where I do 

not believe that we can contract any further. We 

have done enough to lay a foundation for growth, 

and any further contraction means increased 

hardship for all. 

5GD $&0½4 3DL@QJR 

Now that we have set a stage, where we see increased 

confidence, profitability, and spending; we must 

remember that much of this is based on the credibility 

built up over the past three years and much of th 

spending is because of confidence rather than any cash 

on hand, as shown by the increased back loans. 

So the task of policy makers is going to be crucial over 

the next few months, and will require some ingredients 

such as increased consultation, transparency, improved 

corporate governance, and risk mitigation strategies. 

This requires a very different way of thinking for our 

bureaucracy. It will mean looking at fiscal and 

monetary policy not just as a mathematical exercise, as 

we have always done, but carefully analysing the 

alternatives, and their risks and rewards, and having the 

confidence to implement the needed policy.  

For example, we must continue with the oil hedge, and 

not be too sensitive to political debates while ñRome 

burnsò, and oil prices rise. We must ensure that proper 

corporate governance and board selection is at the level 

of public sector bodies. We must take the necessary 

steps to reform our security forces and focus on safety 

and opportunities for all citizens. We must ensure that 

there is discipline and order maintained throughout the 

country. Because it is only when we so these things that 

we can start to see real development. 

So the next two to three years are going to be crucial 

for our development, and the policy actions taken today 

will determine what our future holds. It is going to 

require bold and decisive leadership that will not 

pander to political before national objectives. 
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Economic Highlights October 2016  

 

¶ At the end of October 2016, the monthly average 

value of the Jamaica Dollar depreciated against 

the US dollar. However, the value of the dollar 

appreciated against the Canadian dollar and the 

Great Britain Pound. The Dollar depreciated 

against the US$ by J$0.98 or 0.7664% to end at 

J$128.85=US$1.00. The value of the Canadian 

dollar appreciated by J$1.61 or 1.645% to end at 

CAD$1.00=J$96.24. The value of the Great 

Britain pound appreciated by J$10.57 or 6.256% 

to end at GPB1.00=J$158.37. 

¶ Inflation, measured by the All Jamaica ñAll 

Divisionsò Consumer Price Index (CPI) 

increased by 0.2% for the period October 2016 

over September 2016.  The increase in the rate 

for October brought inflation for the calendar 

year to date to 1.1%. The increase in the rate for 

October 2016 over September 2016 brought 

inflation for the  fiscal year to October to 2.4%. 

The 12-month point to point rate at the end of 

October 2016 was 1.8%.   

¶ Data for the month ending October 2016 

revealed that the stock of Net International 

Reserves (NIR) at the Bank of Jamaica was 

J$280.14 billion (US$ 2,443.23 million). This 

reflected a decrease of J$2.27 billion (US$19.78 

million) relative to September 2016. 

¶ The monetary base decreased by J$0.348 billion to 

J$124.76 billion for October 2016 relative to 

September 2016.   

¶ On the last trading day in October 2016, for the 

period October 04, 2016 to October 31, 2016, the 

main JSE index advanced by 2,277.02 points or 

1.38% to close at 166,759.27 points. The JSE 

Combined Index advanced by 2,589.31 points or 

1.46% to close at 179,679.75 points. The JSE 

Junior advanced by 46.50 points or 1.95% to close 

at 2,436.40 points. In contrast, once again, the JSE 

Cross Listed Index remained firmed and closed the 

month at 499.06 points. 

¶ For the month of September 2016 relative to the 

previous month, yields on the Government of 

Jamaica 30-day and 182-day treasury bills 

decreased by 11bps and 6bps. Yields on the 90-

day treasury bill, however, increased by 13bps for 

the same period. 

¶ The overall weighted average lending rate on 

domestic currency loans decreased for September 

relative to August this year. The weighted average 

lending rate on domestic currency loans decreased 
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by 11bps to end the month at 16.22% relative to 

16.33% from the previous month. The weighted 

average domestic interest rates on deposits for 

the month ending decreased by 7bps for the 

period September relative to August. In this 

regard, weighted average domestic interest rates 

on deposits moved from 1.45% in August to 

1.39% in September this year. Foreign currency 

loans rate increased relative to August 2016.  

The foreign currency loan rate decreased by 

5bps. In this regard the rate moved from 7.15% 

in August, to 7.10% in September. Interest rates 

on foreign currency deposits decreased by 

12bps moving from 1.84% in August to 1.72% 

in September.   

¶ Stopover tourist arrivals for August 2016 were 

169,023. For the January to August period, 

arrivals increased by 2.4%, with 1,532,272 

stopovers compared to 1,496,899 in 2015. A 

total of 99,677 cruise passengers visited 

Jamaica in August, 2016. This represented a 

11,662 or 13.25% overall increase compared to 

the 88,015 recorded in the previous month. The 

January to August 2016 period saw 1,137,575 

cruise passenger arrivals. 

¶ At the end of June 2016 gross remittance inflows 

were US$195.0 million. This represented an 

increase of 0.257% or US$0.5 million relative to 

the US$194.5 million recorded May. %. For June 

2016, net remittances were US$174.5 million 

reflecting a decrease of US$3.2 million or 1.80% 

relative to May this year. Total net remittances for 

January to June were US$1 011.8 million.  

¶ There were prices reductions observed in 47.61% 

(10) of the commodities monitored for October 

2016. Both the price of Brent and the WTI 

increased for the period October relative to 

September. The Brent moved up by 7.66% and the 

WTI increased by 10.45%. Natural gas price 

decreased by 0.67% for the period October over 

September. The IMFôs Fuel Energy index increased 

by 10.07%, and the Food and Beverage Index 

increased by 0.7112%. The all commodity price 

index decreased by 5.717%. 
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Devaluation of the Jamaican Dollar 

 

Listed among the recommendations given to Jamaica 

by the International Monetary Fund was allowing the 

Jamaican dollar to devaluate relative to foreign 

currencies. This was to allow for the maintenance of 

competitiveness in the face of a large inflation 

differential with trading which is essential to help 

support growth. To present, the Jamaican dollar 

continues to depreciate against the US Dollar. For the 

period September 2016 to August 2016 the monthly 

average value of the Jamaican dollar depreciated by 

$0.84 or 0.6613% relative to the US dollar. As a 

result, the exchange rate progressed to settle at 

US$1.00=J$127.87. The monthly average value was 

also compared with the figure for the corresponding 

period last year and it was revealed that there is a 

depreciation in the currency ratio of J$9.20, resulting 

in an overall increase in the value of the $US by 

7.753%.  On October 20, 2016 the value of the US 

Dollar reached the $129 mark for the first time.  

To identify any possible causes trend analysis was 

done between the US dollar exchange rate and several 

other economic indicators. Economic theory teaches 

that the exchange rate is influenced by several other 

economic indicators. The monthly average value of 

the exchange rate was set side by side with six other 

indicators, namely, the inflation rate, interest rate, 

debt, net international reserves, the total goods import 

and the money supply.   

All information was taken from the Bank of Jamaica 

and Statistical Institute of Jamaica and the data runs 

monthly from 2014 ï 2016. 

Interest Rate vs Interest Rate 

 

 

 

 

 

 

Graph 1a 
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Inflation rate vs Exchange Rate 

Graph 1b 
 

Balancing exchange rate and inflation rate is not easy. 

Inflation and interest rate policies are often important 

indicators of exchange rate trends. Investors are 

normally attracted to countries with low interest rate 

on loans and high interest on returns, however high 

interest rates may lead to increase inflation. In Graph 

1a interest rates (on Domestic Currency Loans) has 

slightly declined over the years while the exchange 

rate gradually depreciates. The rate at which the 

exchange rate is depreciating is above the rate at 

which interest rates are decreasing. While Graph 1b 

reflects that inflation, done on a month over month 

basis, has been relatively unstable, however, the 

monthly change for the last three months has been 

approximately the same as at the start of 2014.  

There does not seem to be any link in the monthly 

changes in the inflation rate with the changes in the 

exchange rate. The decline in the above interest rates 

on domestic weighted loans (graph 1b) should have 

led to the appreciation of the dollar or a decrease in 

the rate of depreciation.  
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Debt vs Exchange Rate 

 

 

 

 

 

 

 

 

 

 

Graph 2 

Graph 2 shows the movement of the Exchange rate to 

the movements in total internal debt. Per economic 

theory, all things being equal, a reduction in debt 

should improve the value of a countryôs currency. As 

seen in the graph the country experienced a sharp 

decrease in debt moving from June 2015 to July 

2015, however, this did not affect the exchange rate 

as depreciation was seen in the move from June ï 

July and was even larger than the move from May 

2015 ïJune 2015.  

Net International Reserves Balance vs Exchange Rate 

Graph 3 
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Graph 3 shows the movements in the Net International Reserves verses the movements in the exchange rate. 

Between January 2014 and September 2016 Jamaicaôs Net International Reserves have improved. 

Total Goods Import vs Exchange Rate 

 

 

 

 

 

 

 

 

Graph 4 

Graph 4 shows the movements in the total goods import verses the exchange rate. There has been a reduction 

in total goods import between January 2014 ï March 2016. 

Money Supply vs Exchange Rate 

 

 

 

 

 

 

 

 

 

 

Graph 5 
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Graph 5 shows the movement in money supply and 

inflation. 

Jamaicaôs money supply has increased over the years. 

Increase money supply followed by low interest rates 

is normally viewed as an expansionary money supply 

policy. An expansionary monetary policy typically 

will involve lower interest rates, which make it 

cheaper to borrow and encourage both consumption 

and investment accompanied by increased money 

supply. In many circumstances an increase in the 

money supply could lead to depreciation in the 

exchange rate which would be as a result of an 

increase in inflation. 

An increase in the money supply does not necessarily 

lead to depreciation. However, in Jamaicaôs case 

historical records show that while money supply is 

increasing, the interest rate is decreasing and value of 

the dollar is depreciating. 

From the brief analysis, there is an indication that one 

of the causes of the devaluation of the dollar may be 

as a result of monetary policy used by the 

government. Although expansionary monetary policy 

is expected to lead to depreciation of the dollar, the 

magnitude and length of the effect cannot be 

determined. The interaction of different economic 

components will determine the effect of the 

expansion as it relates to time, length and any other 

aspect. The other components, debt, NIR and total 

goods import have improved over the years.  
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Crude Oil Prices 

For the month ending October 2016, the average 

price of both the Dated Brent and the West Texas 

Intermediate (WTI) increased. The Brent ended the 

month of October at US$49.73 per bbl. This 

represented a US$3.54 or 7.66% increase from the 

US$46.19 per bbl recorded for the previous 

month. The West Texas Intermediate (WTI) ended 

the month at US$49.89. This represented a US$4.72 

or 10.45% increase relative to last month. A one-

year comparison of prices revealed that this yearôs 

price for the Brent is 3.346% or US$1.61 per bbl 

higher. When compared to last yearôs price, this 

yearôs WTI price is 7.987% or US$3.69 higher. 

When compared to the price level two years ago 

both the Brent and WTI are 43.02% and 40.89% 

respectively below. The 5-year average of prices 

ranging from October 2011 to September 2016 for 

the Dated Brent and the West Texas Intermediate 

are US$86.20 per bbl and US$77.68 per bbl 

respectively. This monthôs price was 42% below 

the 5-year average of prices for the Brent and 

35.77% for the WTI.   

The US Energy Information Administration (EIA) 

released its third quarter Short-Term Energy 

Outlook in November. According to the outlook 

Brent crude oil prices are expected to average close 

to $48/ barrel (b) in the fourth quarter of 2016 and 

in the first quarter of 2017. EIA forecasted Brent 

prices to average $43/b in 2016 and $51/b in 2017. 

In addition to this, West Texas Intermediate (WTI) 

crude oil prices are expected to average about $1/b 

less than Brent prices in 2017. 

International Commodity Prices  
October 2016 Issue  

 

 

Natural Gas 

For the month ending October 2016, natural gas price 

increased. The price for natural gas ended at US$2.95 

per million metric which represented a US$0.02 or 

0.67%. In October 2015, natural gas per million metric 

was valued at US$2.32 signifying that this yearôs price 

is US$0.63 or 27.16% lower. A two-year comparison 

revealed that natural gas prices have decreased by 

US$0.82 or 21.75% per million metric. The five-year 

average monthly price for natural gas ranging from 

October 2011 to September 2016 is US$3.21 per 

million metric, hence, this yearôs October price was 

US$0.2567 or 8.004% below. 

The US Energy Information Administration (EIA) 

forecasted that total natural gas consumption in the US 

will average $2.50/million British thermal units 

(MMBtu) in 2016 and $3.12/MMBtu in 2017. 

According to the EIA  third quarter Short-Term Energy 

Outlook growing US natural gas consumption, along 

with higher pipeline exports to Mexico and liquefied 
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