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Ove rview

The big news in Scplember was
the announcement made at the
cnd of th¢ month that the
government and Cable &
Wircless had  recached an
agreement on the ending of the
C&W monopoly on _voice
tclcphony within 3 years, and the
opening up of the leccoms
market to [ull competition. The
agreement represented the
achicvement of onc of Minister

Phillip Paulwell’s major
objectives that he had sct on
taking ollice just under 2 ycars
ago. Whilc he initially took a
conlrontational approach to
breaking C&W’s monopoly, the
Minister demonstrated
considcrable malturity in
switching to negotiation instead
to achicve his objective. The
agreement i3 a landmark one,
by both local and international
standards and should lay the
basis for the continued orderly
and rapid development of
Jamaica’s telecoms market.

lor their part, Cable and
Wircless have once  again
demonstrated tremendous faith
in the Jamaican cconomy by
agreeing to increase their
investment in the basic
infrastructure by installing
217,000 new lincs over the next
3 ycars. Even in a thriving
ceonomy, & dominant provider
facing compclition might be
expected to cut back on hasic
infrastructure  investment  and
concentrate on the high-end
services, which arc morc
profitable and will attract the
new compelitors when  the

markct is opened. In a
conlracling cconomy with a
rather skewed income
distributlion, thal tcmptation must
be considerably grealer,
especially when the company’s
major source of revenue,
inlcmational traflic, is under
attack from the FCC ruling on
accounling ratcs. The risks
associated with the position that
they have taken are not
ingignificant and we certainly
hope that both the company and
the country will benefit in both
the short and the long run.

"I'he news on the economic policy
front is not as cncouraging as that
on telecommunications, as the
latest fiscal oultum shows a
larger deficit than planned. In
fact the delicit aller 5 months is
larger than that which was
anticipaied for the ¢nd of the
fiscal ycar. Revenue is 5.9%
below budget, mainly as a result
of a 9.2% shortfall in tax
revenue, while expenditure has
been held o 2.8% below budget,
mainly as a result of a 32.8%
reduction in capital cxpenditure.
‘The revenue shortfall resuited
(rom underperformance in the 3
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main areas of tax revenue.
Income and profits taxes were
5.6% helow budget, production
and consumption taxes were
under budget by 10.5%, and
international trade taxes were off
budget by 11.8%. Despite these
shortfulls, tax rcvenuce for the

government will be facing a
higher wage and salary bill, as
well as interest payments and
retroactive salaries that have
been deferred from the 1999/00
fisoal year. The need to reduce
inlerest rales to case the lisonl
burden will be in sharp vontrast
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1JS$490.76 Mn as at the end of
August 1999.  ‘The nominal
measure of the NIR showed a
1J8$3.78 Mn increase relative to
the outtum of the previous
month. llowever, there has been
a signilicant decline in  the
nominal stlock of the NIR lrom

first 5§ months of the January w August 1999

1999/00 fiscal ycar were (down US$87.24)

9.2% above the revenue Changec In Net International Recaive relative to  the

for the corresponding Jul. 1807 - Jul. 1080 corresponding period in

period of 1998/99. 80D 1998 in which the
800 nominal stock improved

While the fisoal deficit for ||| 40 I | by US$66 Mn.

the first 5 months of 200 I

1999/00 was 23% below _I_I_l In the 12 months to the

that for the corresponding o [ll end of August 1999 the
-200 NIR recorded a

period in 1998/99, the
difference was mainly
accounted for by the
retroactive salary
payments which were

. Total NIR
=1 Monthly Changes
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1US$128.44 Mn decline,
in contrast to the
Us$29.5 Mn
improvement for the 12

made in the first quarter of

month period up to the

1998/99. ‘The inability of

the government (o reduce interest
rates in line with the projections
on which the budgel was bascd,
will increasc domestic debt
scrvicing  considerably. The
failurc by the government (o
raisc intermational funding may
also add o these costs, as more
expensive debt may have to be
raiscd on the local market. It is
therefore very unlikely that the
governmenl will meet its defiont
target of 4.1% of GIDP and the
c¢ventual oulturn may be
considerably larger than that.

‘The situation next year will he
even bleaker if interest rates are
not brought down more
aggressively, The domestic debt
will b¢ much larger by then and

to the pressure from the BOJ to
raise interest rates in the second
quarter of next year, in defence
of the ¢xchange rate. If' the
government is unable o raisc a
significant amount of hard
currcnoy [inancing, both the
reserves and the exchange rate
may come under considerable
pressure in the sceond hall’ of
2000. 1t is by no means clear
how these conllicling pressurcs
will be resolved.

|
Net International

Reserves
|

The total of provisional stock of
Ne¢t International
Reserves(NIR), held at the
Buank of Jamaica stood al

end of August 1998.

‘I'he movement in the NIR at the
cnd of August 1999 rclative to
July 1999 was solcly as a resull
of a US$3.78 Mn improvement
in forcign asscls, as forcign
liabilitics remained unchanged at
US$111.32 Mn throughoul (he
two periods. ‘The NIR at the end
of August 1999 is cstimaied lo
cover 11.48 weeks of the
country’s imports,

The continucd downward trend
in the 1999 NIR levels relative to
the 1998 levels is expected to
continue for the remaining
months of the year. 'This is as a
result of the following:
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the continued effort by
the ocentral bank to
intervene in the foreign
exchange market, as well
as;

1. the inability of the
government to raise
foreign loans as planned
in the budgel.

Foreign Exchange

= ]
Provisional figures for the total
stock ol lorcign curreney

deposits revealed by the 130J at
the ¢nd of July 1999, stood al

1997 1889 (USSMIIllon)

1997

Foreign Currency Acaounts
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12 month or
peint to poinl
movement in the

The

September 1889

Total US$ Spot Purchasss
Monthly Figures iy 1067 - July 1008

stock of foreign
ourrency deposits up
to the end of July
1999 rose by 12.46%
relative to the 9.03%
increasc  over the
corresponding period
up o the end of July
1998.

The movement in the forcign
currcney deposils  for the
remaining months of 1999 will
be dependent on the movement
in the interest rate. If the
intecrest  rates
continue to fall
marginally then the
expectation is for

forcign  ourrency
; 'k : Y o f deposits to
x i f 'l increase all other
2 I | things equal.
: If I l PTERN

US$1,031.15 Mn. This
represenls  an  incrcase  of
US74.33 Mn relative to the
previous month’s out-turn  of
US$956.82 Mn.

lor the first seven (7) months of
1999 the stock of foreign
cwrency deposils  incrcascd by
US$57.85 Mn relative to the
decline of US$37 Mn over the
same period in 1998,

Exchange Rates

‘The pressure in the foreign
cxchange market continucd for
the month of Scptember 1999
as forcign curreney demand out
paccd supply, resulling in a
nominal depreviation of the
Jamaican dollar relative o its
major trading partners. ‘The
Jamaican dollar has slipped by

J$0.15, J$0.47 and J$1.74
against the US dollar, Canadian
dollar and Pound sicrling
respectively, relative o the
performance at 3™ September
1999.

Since the beginning of the year,
the local currency has slipped in
nominal s, by J$2.27 vis-a-
vis its US dollar trading partner.
‘The weighted average selling
rates of the Jamaican dollar vis-a-
vis its major trading partners as
at September 30, 1999 stood as

follows:

o J$39.99 10 1 US$
e J$26.7210 1 CDN$
e J$63.79 lo 1 pound slerling

‘The slow depreciation of the
Jamaican dollar rclative o its US
dollar counterpart is expected to
conlinuc for the remaining
months of 1999, given the slight
downward trend in interest rates
and the remaining expectation of
a reduction in the short-run
supply of US currency given the
inability of the government to
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obtain funding on the

miemational capital market.

e e T
Interest Rates
[z e s s Gedeas ck e e

Interest rates offered by the
central bank on ils bench mark
39 days reverse repurchase
(repo) nstruments inched down
on 13" September 1999 from
18.85% to 18.35%.

The rate paid on reverse
repurchase paper is determined
by fiat, and so provides a critical
gauge as lo where the
government wants interest rates
to go. The repo rates set the
benchmark for investors who bid
for the markel-driven treasury
bills, as well as serving as an
important instrument ol liquidity
management.

initial interest rate of 21.50%
per  annum  f[rom dale ol
allotment to 13" June 2000.
"I'hereafter, interest will be paid
semi-annually on 13" December
and 13" June, up to 13"
December 2003 at a variable
rate of 2.25% percentage points
above the weighled average
yield rate applicable to the six
month
Jamaica

September 1999
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Inflation
_

‘The All Jamaica *All Group’
Consumer Price Index (C.P.I) for
August 1999 stood at 1234.3 or
1.1% above the previous months
out-turn of 1220.9. Sincc the
start of 1999 the CPI increased

Treasury Bill
Tender  held
immedialely

Changes in Inflation
(Al Jamalca) Jul. 1997 - Jul. 1985 (Pero

- A

prior lo the
commeneem
¢nt of cach
half yearly
interest
period.
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issued at the
end of
September
1999, This
leaves the total
nominal
amountl ol
oulstanding
Treasury 13ills
al J$9.9 Bn.

N D

The resull was
that the otfer of

The Government of Jamaica
opencd on 17% Scptember 1999
a variable rate Local Registered
Stock 2003J. It will offer an

J$650 Mn for
183 days was
over subscribed by J$850 Mn
and offered an average yield of
19.21%.

by 3.73% up to August 1999
relative to an increase of 6.12%
for the first 8 months of 1998.

The point to point or 12 month
inflation ratc up to the end of
August 1999 stood at 5.09%.
when compared to an inflation
rate of 9.84% over the
corresponding  period up o the
end of August 1998.

‘The slight upward trend in the
inflation rate since the end of
May 1999 has been influenced
by both the governments tax
package in April 1999, as well as
the continued upward trend in
world oil prices.  ‘The tax
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package in April will produce
only a onc time cfltet on the rate
of inflation, however, the upward
movement in external oil prices
will continuously put pressure on
the ocost push inflation

component.

)
Base Money

R
Provisional figures provided by
the ol revealed the total
nominal stock of hase money at
J$32,493.21Mn as at the end of
August 1999. ‘This reflects a
reduction in the nominal measure

Changss In Baty Mondy
Wiy ond Bnd (opdnd (M) 1907 J 1000)

‘I'he 130J has continued on its
path of restrictive  liuidity
management given the trend in
base money growth throughout
1999, relative to 1998 figures.
‘T'his, however, has positively
affected inflation rates by
reducing the demand pull
componcnt  but

September 1899

relative to the performance at the
cnd of May 1999.

lior the first six (6) months of
1999 the nominal growth rate of
M2 stood at 5.83% relative to a
growth rate of 2.50% for the
corresponding period in 1998.

has negatively
affcoted
increased

Changes in M2

Monthly Changes May 1067 - May 1889
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economy hy not only
increasing productive
capacity under-
utilisation and
tightening labour
market conditions
but threcatens to

of ).7% relative to the out-turn
of the previous month. Since the
start of 1999 base money has
declined by 6.05% relative (o a
1.06% increase over the
corresponding period in 1998,

The point-lo-point or 12 month
measure ol the monclary basc

~ contracted by 7.07% up to the
end of August 1999, relative o
the 5.02% cxpansion over the
corresponding  period up Lo
August 1998.

reduce  the  social
fabric ol the
ceonomy as well.

Money Supply

Provisional figures provided by
the Bol showed a 2.14%
reduction in the growth rate of
money supply (as measure by
M2) at the end of June 1999,

‘The point-to-point or 12 month
movement up to the end of June
1999, saw the nominal growth
rate in M2 at 11.75% in relation
to a growth rate of 8.89% for the
same period up the end of June
1998.

M2 pgrowth has been driven
almost cxclusively by a sustained
and strong growth in credit o the
public sector. ‘Ihe contraction in
privalc scclor credit over this
period has helped to moderate
the overadl growth of M2 and o
keep inflation down.

[lowever, this has led to the
crowding out of private sector
firms and the tight
macroeconomic oonditions, that
now prevail. ‘The consequent
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reduction of private investment
will ncgatively impact growth
prospects for the remaining
months of 1999,

]
Production of Selected

Commodities
]

Energy: Net generation of
power, as supplicd by the
Jamuica Publio Scrviee Company
Limitcd (JPSCo) slood at
269,174,071 kwh for the ¢nd of
August 1999, This represents an
overall increasc 0f2,573,363kwh
relative to the energy demand of
July 1999, Of the total net
generation for August 1999,
72,928,067kwh represcnls
private power purchases of
which the largest component
came from RIPP-JPPC.

Agriculture/Manufacturing:
Cement Production: ‘l'otal
cement production for the month
of August 1999 stood at 38,703
tonnes, a reduction of 164 metric
tonnes when compared to the
output of July 1999,

Total domestic sales at the end of
August 1999 stood at 42,751

tonnes down 9,458 tonnes
relative to the outcome in July

1999.

Bananas: ’l'otal .banana
production lor the ¢nd of July
1999 stood at 3,790 tonmes
comparcd o the previous
month’s performance of 5,240
tonnes., Additionally, there has
been o 6.43% reduclion in

banana production this year
relative to the corresponding
period of 1998.

Sugar: Actual sugar
production as at the end of July
1999 stood at 36,910 metric
tonnes, a reduction of 4,920
melric tonnes relative to the
previous month’s performance.

Mining: ‘lotal Alumina
production for thc month of
Junc 1999 stood at 300,418
melric tonncs, & 324 metric
tonnes reduction relative (o the
previous month’s performance
of 300,742 mctric lonnes., For
the first six (6) months of 1999
total alumina production stood
at 1,751,338 metric tonnes or
3.62% over the output of the
similar period in 1998.

"Total Crude Banxite production
stood at 369,247 metric tonnes
as at the end of June 1999,
reflecting a 44,740 metric
tonnes increase relative to the
output of the previous month.
However, lolal  ycar-to-date
production f[cll by 1.15%
relative o the  production
achicved In 1998 o closc at
2.006.015 mciric tonnes.

Exports of alumina at the cnd of’
June 1999 reached 303,999
metric nnes or 7,159 metric
tonnes above the previous
month’s performance of
296,840 metric tonnes. Since
the start of the year total
alumina exports stood at
1,723,253 metric tonnes, a
reduction of 2.49% relative to

September 1999

the performance of the
corresponding period in 1998,

Crude 13auxite exports at the end
of June 1999 increased by
23,915 metric tonnes relative to
the previous month’s
performance to close at 354,662
metric tonnes. Total ycar-to-date
exports declined by 1.47%
rclative lo the corresponding
period in 1998 to end at
2,008,889 mctric tonnes.

Tourism
]

For th¢ month of August 1999
total visitor arrivals stood at
158,800, rcflecting a 7.83%
decline relative to the previous
months perlormance of 172,289
visitors. ‘l'otal tourist stop-over
arrivals recorded at the end of
August 1999 fell by 10.24% to
113,695 relative to the
performance of the previous
month.

In addilion, cruisc passcnger
arrivals stood at 45,105 or 3.92%
below the previous months out-
tum.

24 calls to porl were made for
the month of August 1999, 11 to
Monlcgo Bay and 13 w Ocho
Rios.

‘l'otal stopover arrivals over the
period January to August 1999
reflected a 3,8% inoreased
performance (887,147 visitors)
relative to the corresponding
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period in 1998. This was led by
a 14.3%, 5.4% and 5.2%
inorease in stopover arrivals from
Unied Kingdom, USA and
Europe respectively.

Ior the first 8 months of 1999
tolal oruisc passcnger arrivals
stood at 499,701 or an 8.1%
incrcase relative to  the
achievement of the same period
in 1998.

‘The industry although still
grappling with bhoth the
macroeconomic and social
problems, is still showing signs
of growth. In the first 7 months
of the year, the increascd arrivals
did not contribute to increased

External Trade

— ]
Exporty: The tolal nominal
valuc of goods cxport (Lo.b.)
for the review period January to
June 1999 stood at 1US$738.29
Mn representing a US$113.80
Mn, reduction relative to the
out-lum of the corrcsponding
period in 1998.

All categories of goods exports
fell, with the exception of
‘Other ‘Traditional lixports’
which increased marginally by
US$1.99 Mn, when comparced
to the out-turn of the same
period in 1998,

Major Tradiional
lixports declined by
US$31.16 Mn over
the review period,

d FRAMI I ASO

B Toaimiiyes [J] Cum. Totaiod
B Tomuiyss B cum Tow o

relative to  the
vorresponding
period ol 1998,
This was
influenced by lower
carnings [lrom
alumina and
bananas as adverse
| price movements
allcecled both
commodities. Non-

|
N

earnings as spending fell slightly,
rclative to 1998..  Rcoently,
lledonism 111 in Runaway Bay
was opencd, giving an indication
as to the iremendous polential of
the industry. *

traditional cxports
contracted by US$45.31 Mn,

aliributable to dcolines in
garments, beverages and
tobacco.

Imports: Over e review
period January to Junc 1999 the
total nominal value of goods
imports (C.I.LF.) [c¢ll by
US$115.78 Mn to US$1,449.55
Mn.

September 1999

Gencral  merchandisc  imports
contracted by US$105.45 Mn
influcnocd by declines  of
US$15.87 Mn, US$75.25 Mn
and US$16.20 Mn in the¢ C.LF.
values of consumer goods, raw
materials and oapital goods,
respectively.  The decline in the
consumer goods category
stemmed f[rom lower
expenditures on food and other
non-durables, as well as
consumer durables. ‘The raw
materials category was
influenced by reductions in the
values of fuel, food imports for
provcssing and other raw
materials. Capital goods
rellceted lower importation of
construction materials, transport
cquipment and other machinery
and equipment.

External Sector US$Mn
Jan Jun Jan Jon
‘98 ‘99

‘lotal Exports 85209 73829
(FO.B)
Major Traditional
Fxports 44355 41238

Bauxite 40.78 40.17
Aluminu 31078 27436
Sugar 7423 8184
Bananas 17.79 16.01
Other Trad.
Txports 27.158 29.18
Non-Trad.
Exports 208.57 160.26
Ke-Exports 2985 21.14
‘Total Importy 156533  1449.55
«.LF)

Consumer Gds. 452.29 436.63
Raw Materialy  762.56 689.63
Capital Gdv. 25123 23437
‘Ivade Ratance 713.24 711.26
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N
Balance of Payments
]

Merchandise Trade: Vor the
review period January to June
1999, the deficit on the goods
balance widened marginally by
US$17.4 Mn, rclative o the
performance of the corresponding
period in 1998. This performance
reflected a sharp decline in the
valuc of imports (down US$113.8
Mn), rclative to cxport carnings
(down US$96.4 Mn).

Services: ‘The services account
showed a surplus ol US$297.7
Mn over the review period, an
improvement of US$31.5 Mn,
relative to the corresponding
period in 1998, This performance
stemmed largely from a reduction
in net puyments for transportation
SCTVICCS.

Income: The delicit of US$131.8 Mn
on the income acoount for the review
paiod numowsd by US$38.1 Mn,
rlative ©0 e podomue of the
comesponding paiod In 1998, This
was largely as a result of a USS42.1
Mn decline in net investment inoome
payment, reflecling  Gontinucd
wntraction in the profitability of the

Net Curremt Transfers: Ncl
receipts from current transfers
improved marginally by US$3.1
Mn. This was largely
altributable to a US$5.9 Mn
increasc in  privale scelor
inflows off-setting a US$2.8
Mn deeline in net  oflicial
tranitrs.

Current Account: ‘The ocurrent
account of the balance of
paymecnls improved by
US$55.3 Mn owver the review
period of 1999, relative to the
performance in 1998 over the
corresponding period.  ‘The
currcnt account delicit at the
end of January to June 1998,
stood at US$64.1 Mn compared
to a deficit of UUS$8.8 Mn over
the same period in 1999. ‘This
performance over the  review
period was influenced by
improvements in all sub-
accounts.

Capital and Financial
Account: A surplus of US$2.3
Mn was recorded on the
financial account, which was
US$56.0 Mn lower than the
surplus in the comresponding
period January to June 1998.
‘The decline was largely
rclleclive of a reversal of
US$118.3 Mn in nct oflicial
mvestment flows to a deficit of
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US$98.8 Mn over the review
period January to June 1999.
However, net privale investment
inflows of US$109.7 Mn, in
combination with a marginal
surplus on the capilal account
compensated for the shortfall in
oflicial investment fows and
covered the deficit on the current
account.  Conscquently, there
was a marginal build up in the
NIR of'the 130J.
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Balance of Paymenis J“'!;g““ J“'};;““ Change
Goods bulance -479.0 -496.4 -17.4
Export 852.1 738.3 -113.8
Imports 1331.1 1234.7 -96.4
Services - Nel 266.2 297.7 31.5
Trunsporiation -128.2 -105.5 22.7
Foreign Travel 501.8 517.5 -15.7
Other Services -107.4 -114.2 6.8
Income -169.9 -131.8 38.1
Compensation

of employees 19.4 15.4 -4.0
Investmenl Income -189.3 -147.2 42.1
Current Transfers (Nel) 318.6 321.7 -3.1
Official 222 19.4 2.8
Privale 296.4 302.3 -5.9
Current Account -64.1 -8.8 55.3
Net Capital

Movements 5.8 6.5 0.7
Official 1.8 2.6 0.8
I’rivate 4.0 3.9 -0
I'inancial Ale 58.3 2.3 56.0
Other Official Investment 195 -98.8 -79.3
Other Private Investment 104.2 109.7 5.5
Changes in Reserves -£5.4 -8.6 56.8
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