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Overview

The éovcmmcnt's difliculty m

raigsing funds overseas has
already had an impact on the
economy and resulted in a
substantinl draw down of the

‘NIR as the government used

procceds from it to pay down a
US dollar bond which maturcd in
July. As a nesult of this, the
reserves (el by US$103.6mn in

“July, though they recovered by
about US$40mn in August as

‘resumption  in  the

part of the pmds of Iht.

Carib Cement US dollar bond
issuc were sold to the BOJL
There are no other mujor privale
inflows of hard ¢urrency on the

immediale horizon and  the-

government still has substantial
foreign debt servioe obligations,
which must be honoured hefore
the end of the fiseal year. The
13()J] has also continued its
interventions in the foreign
exchange market. It therefore
seems quite likely that the
reserves will decline further in

- the coming months. .

Aflter holding steady at just over

" 20% sincc May 1999, the 82-

day ‘lTreasury bill rates fell to
aboul- 18.6% al the tender on
8/9/99. It’s too early to tell if
this is the beginning of a
gradual
decline i inferest raies that
began carlier in the year, but the
government has a gread deal o
gain from a lowering of T-bill
rates to 16% before the end of
Scplember. At the cnd of that
month, the interest rates on most
of ils Local Registered Stock
will be reset at a premium
above the last T-bill fender in

Scplcmbcr, Mdm the lower
the T-bill raic that prevails at that
time, the lower will be the
interest rates on the government’s
large stock of LRS. This year's
budget for domestic debl
servicing was predicated on T-
bill mes f[alling o 16% by
September. We should not
therefore be surprised iff rades
move down further at the next I-
bill auction. 1lowever, it will be
a challenge for the poverment to
keep rates moving down without
some fe-allgnment in mone%ary

policy.

Sustained intervention in the
forcign cxchange market has kept
the exchange rate hovering at just
under J$40:USST [or the past
month. ‘There is every likelihood
that this will continuc, though the
volume of sales into the market
may have to increase i’ the slow
slippage in the exchange rale is
to be halted altogether,

While 12-month inflation to July
1999 has rcmained al the same
level of 5% recorded in June, the
monthly rate of 1.2% remains
outside the target range for the

~ current valendar and fiscal ycars.
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Another worrying factor
is the growth in money
supply (M2), which had
risen to 14% per annum
in May 1999. A major
factor hehind the growth
of M2 has been the
dramatic increas¢ in
domcstic oredit o the
public scotlor, which has
grown by about 100%
since the start of 1998
and by 5% in the finst §
months of 1999.. Given
the shortfull in forcign
borrowing, government’s.
need for domestic oredit

is unlikely to fall in the coming
‘months. - ‘These “inflationary
pressures are therefore likely to
continue. If the situation does not
deteriorate- much further, it
appears that calendar year
inflation may comec out in the
range of 6-8% and fiscal year
inflation in the rangg of 8-10%.
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Net International .- -
Reserves

L}
stook of Net ™

The total
International Reserves (NIR) at
the 13ank of Jamaica (130J) stood
at US$486.98Mn as at the end of
July 1999,  This_ reflects a
ssgnxfioant “réduolion® of

US$103.59Mn rclalive to the

oul-lum of the previous month. .

The impact of the July oul-turn
also resulicd in an US$91.02Mn
reduction in the NIR since the
| start of 1999, ’

Changes In Net intemnational Reseive

Jul. 1087 - Jul. 1089

August 1899

government to find
external sources of
funding,

I the government’s
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The pointto-point or twelve
(12) month NIR at the end of.

huly 1999 fell sharply by
US$124.92Mn compared to the

US$42.5Mn " inorease over the

similar period up to July 1998.

‘The sharp movement in the NIR
al the end of July 1999 was

mainly- a8 a result of an

US$103.59Mn reduction  in

gross l.orugn assels relative to -,

the provious month as gross
forcign hubnlmcs rcmamz.d

debt servicing
obligations, as
well as

th¢ continucd
volatility in the
forcign cxchange

Ll
. murket,

Foreign Exchange
L]
The provisional figurcs for the

total stock of foreign currency- |
deposits as provided by the BoJ, .| .

as at the end of May 1999, stood
at US$965.84Mn. This
represcnls a4 reduction  of

US$13.42Mn" rélative 6 - thé™ |-

previous month’s performance; @
trend reflective of lhc movement.

'in total forcign cum:lwy dcpomls
mnce the mﬂ of 1999, which

The point-to-poim or twelve (12)
The downward- Cat : fen e e
tread in the NIR
levels of the first Forelgn Currency Accounts
seven months of 1667 16066 (LASMENon)
1999 relative to
1998 is cxpostod to ¥ ddanal
continue for the
remaining months 'FEEELRERRRR
of 1999, given; - - “EFLEEYFRERERBRE
L. t h e
- oontinued T3 P MAMUJIJIASOND
inability of PY 1997 BB 1958 M 1900
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months movement in the stock
of forcign currenoy deposils
up to May 1999 increased by
| US$41.5Mn compared with
‘the sharp improvement of
USS119.4Mn  over the
corresponding period up to
the end of May 1998.

Total US$ Spof Purchases

August 1999

The fesults were as
follows: '

o the offer of JS350Mn

¢ igsued on the  25%
Augnst 1999 for a
maturity of 77 days
was oversubscribed
by J$383.9Mn and
yielded on average
20.39%.

Exchange Rates
.|

The volatility in the foreign
exchange market continued in the
month of August 1999 and by
" September 3, 1999 the Jamaican
dollar shpped by J$0.14, J50.64
and J$0.75 against the US dollar,
Canadian dollar and the pound
sterling respectively relative to

1999

Since the start of the year, the

vis its US dollar trading partncr.

"“rales of the Jamaican dollar vis-
a-vis ils major trading partocrs as
al Scpicmber 3, 1999 stood as
follows:;

o J$39.8410 1 US$
1$26.25t0 } CDNS
e J$62.05 to 1 pound sterling,

The depreciation of the Jamaican
dollar relative to the US dollar is
expected to continue for the
" remaining months of 1999 ‘The
extent of the fluotuations is

dependent on the supply of

——— . PP YA AT AR e WS P . v

the performance at July 29, = -

_ domestic currcncy bas slipped, in -
“nominal terms, by J$2.12 vis-a-

- The . weighted average sclling - -

“Treasury Bills

forcign cumcnoy given the
ourrcal inability of the
government lo obtain funding:
on the intcroational capilal

market; the level of the NIR and -

proceeds from the sale of
govermnmasseuamtdﬁan

increasing demand for forcign

Interest Rates -
L]

There were no further

adjustments in the reverse
repurchase-rate as atthecnd of
August 1999.

» the oflir of J$650Mn
- issucd on the 25%
- August 1999 for 182
days was
oversubsoribed by
J$215.3Mn and
_yiclded a rate of
20.63% on average,

up from 20.04%
from the previous
issue dated 30® July

The Ciovernment ‘of Jamaica
nvestment debenture 2000/2001
series ‘I1° opened on 30™ August
1999 and will close on. 3™
September 1999." "It offers an
initial fixed rat of 21.75% per
J$100.0 of stock for the period

AR ) o
e TR ey

'l‘here were two -

6 - monsh T-Bill Yicld (%) 1997 - 1999 .

(2) short-icrm
Treasury il
wsucs at the
end of August
1999." This
lcave the tolal
nominal |
amount of
ouistanding

at J$10.213n.

. S-F M AMUJJAS ONDI
B wer W e B 10 :
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from ths date of allotment to
May 31, 2000. The scoond and
final interest payment will cover
the period May 31, 2000 to

"February 28, 2001 and will he

made on lebruary 28, 2001 at
the fixed rate of 21.75% per
anmum.

inflation

]
The All Jamaicn ‘All Group’
Consumer Prive Index (C.RD) for
Junc 1999 stood at 1221.0 or
0.2% ahove the outcome
achicved at the end of June 1999,
‘This represents an increase of
3.04% since the start of the year,
as well as a 5.09% inflation rate
bedween July 1998 and July
1999,

international market.  ‘The
impact of thiy latter Lwtor will
continue to be felt throughout
the remainder of the year.

Base Money

]
Provisional figurcs provided by
the 13oJ revealed the total
nominal stock of basc moncy
at J$32,721.94Mn as at the
¢nd of July 1999,
representing a 1.73%
increase relative to the
previous month’s outcome.
Sinoce the beginning of 1999,
however, the monetary hase
has contracted by 5.39% in
nominal terms compared (o a
3.07% expansion over the
vorrcsponding  period  in
1998.

Bbaal8Aall
[

August 1899

The tight base money
management in an  alrcady
recessionary economio climate
favours further reduction in
demand by consumption and
investment agents alike. ‘This

results in a widening of the
already negative impact on
exisling and future privake scelor
investments while simultancousty
driving dowa th¢ dcmand pull
inflationary pressures in the
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The point-to-

Changes in Inflation

(Al Jamaica) Jul. 1697 - id. 1889 (Perm

point or
twelve  (12)
mond(h

ﬂ”ﬂﬂﬂ”ﬂlﬂljmu fm

R Fointto Point

T 11T 1T vy 1Ty riT1rrrrrrirtrery "
JOTE N J M MJISBE N J M miof] to the cnd of
B Monthy Infiation Rates

July 1999
relative to a
7.08 %

The price increases in-July-seem:
“to he influenced by the tax
package enacted in April, as well

as hy highér oil prices on' the

expansion
over the
corresponding period up to the
cnd of July 1998.

P & 5 GBI AN PR AN I\ NG SN IR G AP S L TR OA N, cemam & e m 4 @ S &

economy.

_
Money Supply

Provisional figurcs from the BOJ
revealed at the end of May 1999,
a total nominal moncy stock (as
measured by M2) of
J$110,292.10Mn.  This rcflevts
an inorease of 3.93 % relative to
the previous month’s out-turn.
For the first five (5) months of
1999 the nominal growth rate of
M2 stood at 8.15% compared to
a growth rate of 2.57% over the

cotresponding period in 1998,
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lixports of alumina at the end of

Junc 1999 rcached 303,999
metric tonnes or 7,159 metric
tonnes ahove the previous
" month’s performance of 296,840
metric tonnes. Sinoe the start of
the year total alumina exports
stood at 1,723,253 metric tonnes,
a reduction of 2.49% rclative to
the performance of the

corrcsponding period in 1998.
Crudc Bauxitc cxports at the cnd

of Junc 1999 incroascd by -

23,915 mectric lonnes relative to
the¢ previous. month's

performance to closc at 354,662

metrio tonnes. Total ycar-to-datc
exports -declined by.- 1.47%
relalive W Wk  corresponding
period in 1998 to.
2,008,889 meiric tonnes.” -

AL .
a0 T T .

Tourism
L]

end at

each to Montego llay and ()cho
Rios.

"Total stopover arrivals over the | =™

period January to July 1999

increased by 3.8% to 773,452 .
relative to the performance of

the corresponding period in

1998. This was altributablc toa -

53% and 5.8% increase in
vnsllorsﬁomUSAandEuropc

respectively.

Tolal cruisc passcnger arrivals
over the first scven (7) months
of 1999 stood at 454,596,
rcprescoling 2 8.9% increuse
relative 0 the out-lum of the

- corresponding period in 1998.

espite the current negative
impaot’ ol' crime on the
development of the industry

along with infrastructural and .

restructurmg '

financial
difficulties, the industry is still

growing. - Recently, hoteliers

Of the

August 1899

to compete in the global
markelplace, ’

e

]
External Trade

Kxparts: ‘The total nominal value

of mcrchandisc cxports (fo.b) |-

for the review period January to
May 1999 stood at

" US$606.0Mn, " representing a

US$96.4Mn dedline relative to
the performance achicved m the
corresponding period of 1998,

All oatcgorics’ of goods cxports
fcll, with the excoplion of “Other
‘Traditional - EKxports®. which
inorcascd by US$2.1Mn when
compared to the out-tum of the

corresponding pcnod in 1998."

“Major, Trmhhonal,

lixports” ocategory Alumina |-
recorded the greatest decline |
(down US$32.0Mn) stemming
- from the overall effect

For the month of July 1999
lotal visilor arrivals stood at
172,289, representing . an
8.72% invrense relative to the
previous month’s periormance
of 158,466. Total stopover
arrivals during the month of
July 1999 stood ‘at 125,343,
an increase of 13.5% relative
to the previous month’s out-
tum. In addmm, cruise
passenger arrivals at the end
of July 1999 stood at 46,946

Tasiviyos B Cum Tesite.

M AMIJIASOND
| BT T KNS
M

volume and price. The
fall off in Alumina
cxports during the
revicw  period,

oflsct by a US$8.8Mn: ;
inoreage in sugar
f‘oxporls,aunbutabkloa
marked expansion in

or 2.28% helow the previous
month. 26 Calls were made
for the month of July 1999, 13

- A
T RIS W R XTI NI R AP e Py see e P eama mane ot B e 4 ny

have bold’ly dcctded 16' oﬁer
further dtmnted rates in order

Y
Nadal
. Ch e

T '. -.}.kNo‘n-tar-édmmal ' ekpoﬂs
fell by US$35.8Mn
over the review period relative to

the achievement for the

of a reduction in |

bowcver, was parinlly |

volume, given the low |
mternatrcmal market" I
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vorresponding  period in 1998,
This decline in “non-traditional
reflected the further contraction
in garment ¢xports.

Imports: Over the review period
January to May 1999 total goods
imports (¢.il) .amounted (o
USS$1,197.3Mn  in nominal
terms, This rcprescnts a
US$64.1Mn decline relative to

the outcome of the omrespondmg
period in 1998. -

All categories of goods imports .
foll, Cousumer Coods (down

US$10.1Mn), Raw Mailcrials
(down UJS$37.9Mn), (.apttal
Goods (down US$5.6Mn) und

l-ree7one 1mports (do_wn N
USsl11. 4Mn).
Externsl Sector USSMn |
Jan-Muy | Jua-May
98 99
Total Exports 70240  646.00
FOoR)
Mo} X Eli I et -
Fxports 371.60  346.00
Bauxite, . 3370 3310
Abontrea = 25790 22590 - .
Sugar 6540 7420
Bananas 1460 1280
OtberTragS - - <f faes
Faports ' 12170 - 2380
Non-Trad,
Fxporis ;. 16870  13290:-] - -
ReExports = 2860 1930
&-{umpw 126140 119730
Cmﬁ?:%ﬂw ) 357,30
} NmwMaterials 60790  570.00
‘Tesde Relance  S59.00 H1L30
P o I
o e ?
ca Rl RS £LLw

%, income" _puyment, |
~ continued:. contraction in. the ' _ .-
profitsbility of mining companic.

Balance of Payments

August 1999

Net&cml'mmfm th
reecipls from currenl  rans(irs

sssssssssssssmamnm improved by US$6.2Mn  to

Merchandise Trade: Thc
merchandise trade defioit
widened by US$45.1Mn over
the roview period January to

‘May 1999 to olose at

US$413.6Mn.  ‘Total exports

(Lo.b.) which were valued al.

USS606.0Mn for the review
period, declined hy US$96.4Mn

¢ rclative 1o the oulcome of the .

corresponding period of 1998.
In addition, total imports (f.0.b.)

- declined by US$51.73Mn over -

the review period relative to the
performance of tbc
vomresponding  period last year

which closed at USS]OI‘) 6Mn

“ Services: The scrviees acoount -

showed a surplus of

US$245.9Mn over the review.
rt.prc.sc.nung a

period,’
1JS$23.6Mn tncrease relative to

- the out-tum of the sume period
“in 1998, Thxsstcmmcxlﬁuma

USS16.2Mn reduction in net

;- paymenls - for . transportation

sarviccs and o US$13.7Mn
increage in net receipts from

jkavcl. Howcvu', et ‘reccipls
from “other  serviecs [ell by

USS16.3Mn  relative to  the
outvome: over:the - périod -
January to May 1998. The nct
position on the travel account, ..

- was refledtive of lower travel

oulflows assoviated with Icss
travel by Jamaican residents.

Income: For the moview

i, damuary to May 1999 the deficit on
i mwome acvount mamowed by
| US$44.7Mn o USS83.6Mn.  This

refleoting

L.

US$266.7Mn over the roview

period, as net inflows from the

privalc scotor incrcased by
US$9.4Mn, offsetting a

US$3.2Mn deoline in net official |-

transfers.

account of the halance of

revorded a wrplus of

paymenis
US$15.4Mn  for the review

period January o May 1999,
relative to .the deficit of
US$14.0Mn revorded for the

_corresponding penod in 1998.

“The performance in 1999 was

influcnoed by improvements in

the services, income and ourrent
- transfers ‘account * which more |

than offket the deficit on the
muhandm.hdcawounl. .

Capital and Financial Acammt:
The cupital account surplus
inoreased marginally by
US$1.7Mn over the peri

Junuary to May 1999, whilc thc
deficit on the financial acoount

relleoted a  reduction of |

‘US$31.1Mn ‘Felative to thé

surplus of US510.4Mn over the

. corrcsponding: ‘period  of’ 1998,
Reductions of both US$39.5Mn

and US$39.1Mn in both official
and pnvalc investment. were
responsiblc "for the performance
on the financial acoount

6%
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P

Jan-Muy
‘S8

Jun-Muy
‘99

Goods bulunce

: ® E Im
Imporis

-368.50
702.40
1070.90

-413.60
606.00
| 1019.60

-45.10
96.40
-51.30

Services - Net

Trunsporintion
Forelga Travel
Other Services

222.30
-101-50

" '411.60
v, 8780

- 245,90
-85.30

¥ 42830

-94.10

”Im
1620

13.70.

-6.30

income

Compensuatioa

| ,of employees
Iavestment Income

-128.30

-

ek r-’

1144.80

L% -y

16.50 {

o200
27 -

Curvent ‘Iransfors (th)

260.50
19.20
24130

" 35070

6.20

-~ ‘1‘-” )|

.. 15.40

2940

3’“
1.10
2.50

- 280
2.80

1.70

140 )

030

{2 1040 | .

-20.70

- -31.10

¢::} FinunclalAfe - . - d:
Other Official lavoﬂmcut 418071 " w130 -39.50
(ther Private investment 108.20 69.10 -39.10
Changes tn Reserves -56.00.. S50
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8 Confidential Eacnomic Bulletin - August 1999 |
' L MACRO-ECONOMIC INDICATORS
DL -5 (Tuly 1997 - July 1999) o :
momm | BASE ~ FOREX | INFLATION | TOURIST | coances N
‘ MONEY NIR ACCTR, B ARRIVALS M2
wint
sly1 fos . laoas; | sva L R R 'Y ezt | neos | awm . |20 | 237
Aug. 002 |15 | g52.1 14 |93 wawn | fuee |06 | 2216
Scp. |04 | 1998 | sess u72 14 |96 102095 | 71577-- }30s18 |o6. |2216
oa. 035 | 1601 | 5202 939%8 {09 |1005 |uizmer | 78730 457 |25 1998
Nov n 1697 563.22 M6 0.6 10.22 12913 | -H95us 62625 -.28 204
ec. 7223 | U3 | smos woes {01 J92 foowos o umasz | siee |34 1343
Jun. 49"{'1 A6 15982 .- 950.9% - - 07 {928 166931 98517 68117 -15 16.7
¥eb, 09 _Jw21 | sasa 7.8 o1, |83 166003 | yo2m0 &3 |06 N9
Mar. -15,—,:_ 94~ | 351 93943 08 |84 Jusoat | uum | user. {07 -§72 -1
Ape. ol 95. . | 5899 94554 04 |38 175543 | 109941 |ese2 |07 |86
Muy 0375 [ 2] 5968 | oMy 08 |86 Jumwan. Jorwas. Jamer Ji12.. |os .
Juno 0.2 62 60587 72073 18 ] s [y |a2m fez  {ae
Julyss | LS (Jeuee o Jesmd fua-.fie2 Jimen |14 |sues o2 . 69 -
Aug. -1.96 302 619.21 97389 . 1 .1 1193 o927 A7 21 93
Sep. |o27ic | a7 .| ewsm 12 |mus 01 | sa2 msse | 7sam- | avo2s. fa - | r0e
Oct o4 |56 60561 9882 . |03 714 |usss |3nwu M |oas ]sas
Nov 4338 {06 |s627 - 191252 - fol 66, | Med62 |o44d . | 51993~ {135 |7
Dec. 7.06 8 58196 . 20507 . 1.08 THE: . ;. 2M2% 118098 83158 M 73
s A6 10m |, . 04--175 - |iwamy |  [sem0 |-068 | 8-
Fed. S18 |61 |sms 929.03 -1l |63 479193 | 102545 [ 76648 09 | 985
Mar. 386 i 2857|813, ¢ | 96031 ‘05; |54 |05 |usos |esm2 |12 1196
Apr o8 |3 557141 97926 4.1 549 4 125389 106611 . | 68778 20 no
May 427 {781 [.590.50 . :{.96584 09:. ] 561 19367 | 100066~ | 39301 ) 3e3 fus2n |-
June H06 .1 -83 590.87 wa 1.2 EX ) 158466 . - f 11425 A8 wa ha
{suyoe | 173% fam “famsm . o 0 f12 jaw izl asm3 | aeme | wa:
nft - Nul Availsbic - i

Source: Conptled o National Siniteties as Suppited by Aank of dminaica, Plaming Mestitute of Jawaica and Jawmaicn Tosrint Roard.

NOTFE:

The contents of this bulletin are only for use by the addrexsee. The mjamalxan s pmvxdcd ana

strri'éﬂy conﬂdentlal basis to subscribers. C.opyright reserved,
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