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OVERVIEW

New Income Tax Threshold: On July
1, 2008 the government increased the
income tax threshold from $194, 10 to
$200,30+ While income earners who
fall within this classification will not be
required to pay income tax, it should
be clear that they are still required to
pay other statutory deductions. For
those who qualify, the 2008 portion
being exempted will be prorated to
include only income earned for the 6-
month period of June to December.

Business Confidence: In July 2008 the
Jamaica Chamber of Commerce (JCC) -
Conference Board - in its ¢nd-Quarter
review of business and consumer confi-
dence in Jamaica, reported businesses
as being less optimistic due to uncer-
tainties about the local economic and
investment climate, Businesses are
concerned about future trends in infla-
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tion, tourism, stability of the financial
market and how the economy will be
impacted by trends in the global
economy. Businesses are also con-
cerned about the perceived “slow”
pace of government policies and how
effective such policies will be at im-
proving economic conditions.

The report highlights that businesses
will tend to be more cautious having
the potential to slow the pace of eco-
nomic growth in periods to come.

In this report: In the month of June
2008 the local currency depreciated
by 36 cents Jamaican (or 0.50%)
against the US dollar.

Inflation for May 2008 was 2.10%.
This was largely attributed to the
7.08% higher prices for ‘breads and
cereals’, and a general upward trend
in prices for all items within the
‘Food &  Non-Alcoholic  Beverages'
division of the consumer basket.

The other significant contributor to
inflation was the average 6.8% rise in
the price associated with "Electricity
Gas and other fuels’. The third and
fourth largest contributors to intla-
tion during May 2008 were
"Alcoholic Beverages & Tobacco’ and
“Transportation costs’.

In April 2008, total tourist arrivals
declined by 0.1% when compared to
April of 2007, This reflected a 1.0%
increase in stopover arrivals that was
wholly offset by a 2.4% decline in
cruise passenger arrivals when com-
paring April in 2008 and 2007,

In the first quarter of 2008, the Cur-
rent Account deficit (within the Bal-
ance of Payment Account), deterio-
rated by US$239.+ million or 80%
when compared to the corresponding
period in 2007, The Merchandise
account alone accounted for a dete-
rioration in the nations’ terms-of-

trade in excess of this amount. This

was largely attributed to the rising
levels of imports emanating from
mineral fuels. These negative trends
were, however, partially offset by
the greater surplus shown on the
Current Transfers account due to
higher inflows from private remit-
tances.

In the first two months of the fiscal
year 2008/09 (April-May) the defi-
c¢it amounted to J$9.26 billion and
was $364.5 million (or 3.9%) lower
than the budgeted level for that
period. The improved budget situa-
tion was attributed to the increased
levels of revenues generated during
the period complimented by the
reduced reduction in Capital expen-
diture. Both were sufficient to mar-
ginally offset the rising expenditure
costs largely associated with higher
external Interest Payments and
Programmes Expenditure.

On June 26th the Central bank in-
creased rates on all tenors of Certifi-
cate of Deposits by 50 basis points.
Average lending rates declined by
93 basis points (bps) during May
2008. Average savings rate was also
adjusted  down by 9-bps (see table
+). The six month Treasury Bill
yield increased by 15 bps during
June to close the month at 1k F3%.

Net International

‘_Res_,erves (NIR)

During the month of June, Net In-
ternational  Reserves (NIR) de-
creased by US$30.4¢ million.  The
deterioration of the balance during:
the month largely reflects the ex-
pansion of toreign liability balances
that was partially ofiset by an ex-
pansion in foreign asset balances.

At June end, the NIR balance was
US$2.2¢8.8  million  representing
approximately 17.9 weeks of goods
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import. Reserves in June of last year
represented 19.5 weeks of goods im-
port (see Table 1).

Foreign Currency

During the month of May 2008 total
foreign currency deposits amounted
< to US$2, 162,11 million, an increase of
US510.95 million (or 0.65%) over the
balance in the previous month (see
Table 2). This was attributed to in-
creased levels of foreign currency
holdings by Merchant Banks
(USs11.8M) and  Building Societies
(US$5.4M) which was partially offset
by a US$7.5M reduction in Commer-
cial Bank balances during the month.

Commercial Banks accounted for 60%
of the total addition to foreign cur-
rency holding over the twelve (12)
months leading up to May 2008.
Building Society was the next main
contributor accounting for approxi-
mately 21% of the amount, while
Merchant Banks accounted for the
remaining 16% addition over the 19-
month period (see Table 2).

Foreign Exchange
s

US DOLLAR: The local currency
depreciated by 36 cents Jamaican
(0.50%) against the US dollar coun-
terpart during the month of June
2008, On the last trading day of the
month the Jamaican dollar sold for an
average rate of J$71.89 per US§1 (see
table 3). Since the start of 2005 the
local currency depreciated by $1.27
Jamaican (or 1.8%) against the US-
dollar. This compares favourably to
the J$1.43 (or 2.1%) depreciation over
the corresponding  six months  of
2007.

POUND: The domestic currency
depreciated by $1.82 Jamaican against
the pound sterling in June (see table
3). Since the start of 2008, the local
tender lost approximately J$
1.6%) to the British pound sterling.

CANADIAN: In June 2008 the Ja-
maican dollar appreciated by 13 cents
Jamaican (or 0.59%) against the Cana-
dian dollar (see Table 3). Over the
first G-months of 2008 the local ten-
der depreciated by 10 cents Jamaican
(or 0.1%) against the Canadian dollar.

June 2008

Table 1: Changes in the NIR

USsM Change US$M Imports

NIR Mthly 12 Mth 'rD (Weeks)
Jun-0s 2,998.8 =30.1 -10.1 351.1 17.9
Jun-07 2,288.9 -14.3 128.9 -T8.7 23.7

Sowrce: Compiled fiom the BOJ (Preliminary)

Table 2: Foreign Currency Deposits
US$000

May '08

Commercial Banks 1,750,647

Building Societies. FO1, T4
Merchant Banks 219,721

Total Deposits 2,462,112

Change (US$000) %
mthly 12 mth 12 mth
(5.76G:4) 147,269 0.18%

5,381 59,507 18.77%

11,336 309 22.22%
10,953 246,720 1L TE

Source: Comprled from the BOJ (Preliminary)

Table 3: Foreign Exchange Trends (Jun-2008)
YTD Currency Rate Change (Jan—Jun 2008) *

I% / USs % I3/ UR£L 0 J% / Cans k0
2008 1.27 1.8 2,498 1.6 0.10 0.1
2007 143 2.1 .07 3.9 748 197
2006 Lbh 2 9.79 8.9 LG5 8.3
Jun 2008
Actual Rate 7189 0.50 142,55 1.29 7L -0.59
Mth Change 0.36 0.50 1.82 1.29 -0.43 -0.59

*minus = appreciation; Source: BOJ database & PSO. Economic Research

Figure 1;: Daily Exchange Rate Movements (J§ / US$)
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Source: Bank of Jamaica Database (BOJ)

Table 4: Interest Rate Movements

Change (%age pts)

May-08 Monthly 12-Mth YTD
Avg Savings Deposit £59% 0.09% -0.5 Fh -0.29%
Avg Loan Rate 21.46% -0.93% -1.58% O.61%
6 Month T-Bill (Jun-08) 1EE8% 0.15% 2.30% 1.09%
12 Month T-Bill n/a n/a n/a n/a

Source: Bank of Jamaica (BOJ Preliminary)

Interest Rates

As at June 30, 2008 the six-month
T-bill cleared the market at an aver-
age yield of 1 13%. This is 15 basis

o

points above the May end 1128%
(see table + & Figure 2).

On June 26, 2008 the Central Bank of
Jamaica announced a 50 basis point
ner on all Certificates of Depaosits
(See Table 5).

The policy change was intended to
counter the effects that higher inter-
national food and petroleum prices
are having on domestic inflation. The
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Bank revealed that, due to the current
conditions, demand side pressures are
building up and are putting pressure
on interest rates and wages to rise.

Additionally, it was noted that if

these conditions prevail then such
expectations could become  strong
factors in determining future inflation
trends, even if international condi-
tions become more favorable. In order
to mitigate this risk, the Central Bank
believes it necessary to make such a
change at the time it did.

Insight - With higher Inferest rates, sav-
mgs will inerease while redueing  the
appetite for consumption and borrowimg.
This will pull crrenlating cash ont of the
system, hence, reductmy the mflationary
pressure thal results from more money
t'jfﬂji”g ;"l()t‘f'gl’)f){!.\' (I"tj .\'t‘?'ﬂ;"('l‘.‘.\

In May 2008, the Average Lending
Rate declined by 93-bps to close the
month at 21:k6%. The Average Sav-
ings Rate adjusted upward by 9 bps
to close the month at +.59%.

Base Money &
Money Supply

The base money of the Central Bank
increased by 0.77% during the month
of June 2005, For the month of April
2008, all monetary aggregates in-
creased.

M2 increased by 2.81% while Quasi
Money increased by 2% alongside a
6% increase in M1 money supply.
All money supply aggregates grew in
excess of 18% over the 12-month
period to June'0s (see table 6).

Inflation

Inflation for the month of May 2008
was 2 0% representing a significant
jump from the 1.29% level experi-
enced in May of last year (see Table 7
and figure 3). For the five (5) months
of 2008, inflation accumulated to a
significant 9.12%  coming in close
range of breaching the single digit
level, targeted within medium term

June 2008

‘Table 5——Interest Rate Adjustments

Tenor

Previous Rates Current Rates

30 Day
60 Day
90 Day
120 Day
150 Day
365 Day

13.50 1100
13.70 1120
13.90 1k O
1 LOO 1 k50
120 170
15.00 15.50

Source : BOJ Econvniie Statistics

Figure 2: Interest Rate Movements
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Svuree: Bank of Jamaica Database (BOJ preliminary)

Table 6: Base Money and Money Supply

JsM Percentage Change (%)

Apr-08 Mthly 12 Mth

Mi 92,127.89 GO 13.63
Quasi Money 200,109.12 2.00 13.86
My 292,837.01 13.79

Jun-0x

Base Money

57,642.97

12 Mth

8.79

Source: BOJ Econome Statistics

Table 7: Inflation Trends

% Percent Changes

May 12-Mth YTD Fiscal
2008 240 2251 S92 3.99
2007 1.29 827 E31 1.7

Source: STATIN & BOWJ Statistical Digest - Fiscal : represents fiscal year to date

parameters.

Inflation for the 12 months ending
May 2008 has reached 22.51% ex-

ceeding the 8.27% rate recorded in
the cul'l'c.\"mndillg |wr‘imi before l)_v

a factor of 2.7 times.
Approximately 0% of the month's

)
Y

C&WJ Broadband Telephone System for Business:

Ty

g-—_z___: Need efficient and economical telephony system across ) :
:_';';___:—._:.'- multiple locations? C&WI Broadband Telephone sys- ;

=" tem for Business 1s the perfect Solution.
CABLE & WIRELESS

Includes traditional PBX system capabilities with call transfer, call
forwarding, voicemail, extension-to-extension dialing, central com-
puter storage for email, voice, fax messages and more.

Call: 1-888-225-5295

gondh and service to

NCB Receivables Financing: Give your
business an unsecured line of credit that
makes available up to 75% of invoiced goods
and services up to a maximum of $10m

Provide immediate cash to fill cash flow gaps and access to much
needed working capital. Both NCB customers and those supplying

approved customers are ehigible to apply.

Call: 1-888-NCB-FIRST for details.
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Figure 3: Monthly Inflation Changes
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Sowrce: STANTIN and PNSOJ compilation

increase in the CPI was attributed to
the “Food & Non-Alcoholic Bever-
ages” division. The main factor con-
tributing to this change was the re-

sulting 7.98% hike in the price of

Breads and Cereals during the month.
All other items within the foods and
non-alcoholic  beverages basket re-
flected an upward trend in prices
during the month (see INFLATION
chart in Appendix, p.10).

Electricity Gas and Other Fuels ac-
counted for another 20% of the
months” inflation. This is attributed
to the continued upward trend in the
price of these items on the interna-
tional commodities markets. During
May, the average price increase
within the electricity, gas and other
fuels category was 6.8%.

The third and fourth largest con-
tributors to inflation for the month
were ‘Alcoholic Beverages & Tobaceo’
and; ‘Transport costs” respectively
(See Inflation Chart in Appendix,
p.10).

Tourism

Stapovers: Stopover arrivals in April
2008 was 1,638 (1.1%) higher than
April last year. For the period Janu-
ary to April 2008, when compared to
the corresponding period before Stop-

Figure 5A: Stopover Arrivals to Jamaica

‘Table 8: Tourist Arr

2007 2008 % Change
YTD (Jan-Apr) YOY Apr (08/07)
Stopover 577813 636158 10.1% 1.1%
Foreign Natls 351458 305468 8.0 -0.8%
Non-Resident Natls 26360 40690 LRy 35.0%
Cruise 525146 528259 0.6% -2.4%
Total Arrivals 1102959 1164417 5.6% -0.4%

Sowrce: Jamaica Tourist Board (preliminary) & BOJ BOP Statistical Update

Figure 4: Estimated Tourism Expenditure
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Source: Jamaica Tonrist Board (preliminary data) & BOJ Statistical Update (Revised values)
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During the first four (+) months of
2008 approximately 63.5% of all stop-
over arrivals emanated from the
United States region.

over arrivals increased by 58,315 (or
10.1%) more (see Table 8 & Figure
5A). This was attributed to both a
FROTS (5.0%) increase in Foreign
Nationals” and a 11330 (51.1%) in-
crease  in Non-Resident  Jamaicans
visiting the country.

Canada’s contribution to  stopover
arrivals for the four months to April

e

5,000

Figure 5B: Cruise Arrivals to Jamaica
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2008 was 17.8%. In April, stopover
arrivals from Canada increased by
11.9%. Jamaica relied on the UK for
9.5% ol stopover arrivals during the
review period.

The remainder of stopover arrivals
visiting Jamaiea came from Europe
1.8%, Caribbean 3.1% and Other
tervitories (1.5%).

June 2008

~ Advertise Your Company Here

Conlact Us — 927-6238

Miss Marcia Ormsby

Cruise Passengers: Cruise passenger -Mar ‘07 Jan-Mar‘08 Change % Change
arrivals for April 2008 declined by TOTAL EXPORTS (fob) BT e {53 2.9%
2,686 visitors (Ul‘ L'J"*%) when com- Major Traditional Exports 3R7.26 JRH.RT 1.61 0.4%
pared to the corresponding month é R
of! 72007, v For “the first ﬁ)ll‘t‘ (’) ‘ Agriculture 7.09 02,57 1.58 19.8%
m"fnh"" .U{ BOOH, howeuer, ('m,:,'“.' Mining & Quarrying 320.56 337.27 16.71 5.2%
arrivals increased by 3,113 (or 0.6%) Mar i facticioe e e v g
more visitors (see Table 8 & Fg.aB). Manulacturing o st ksl il
by Industry:-
Total Visitors to the island for April B:unu-te sl S =t (_"(_):X’
2008 was LOES (or 0-40%) less than Alumina 291.00 307.60 16.60 5.7%
that of the corresponding month in Sugar ekt 3448 -10.49 -23.4%
2007. For the t-month period, how- Rum 10.91 T.2¢ =8.70 -83.9%
ever, total visitors increased by Bananas 2.87 0.00 -2.R7 -100.0%
5.6%. See table s for year to date Coffee 3.10 806 196 160.2%
(YTD) trends in tourist arrivals. Other 5.19 2.30 -89 -55.6%
Non-Traditional Exports 171.23 186.18 1094 8.7%
External Trade Re-exports 18.17 19,14 -0.03 -0.2%
There was a trade deficit for the TOTAL IMPORTS 1,497.02 1,809.63 312.61 20.9%
first quarter of 2008 amounting to Foad 182.17 20570 23.5% 12.9%
US$1.2 billion. In 2007 the deficit Beverages & Tobacco 2188 28.95 2.78 12.9%
was US$0.925 billion.  This repre- Crude Materials (excl. Fuels) 16.58 20.55 3.97 24.0%
sents a 32% or US$296 million Mineral Fuels, etcetera HOT.08 GEEST 297,13 58.8%
worsening  of the trade balance Animal & Vegetable Oils & Fats 7.93 12.22 120 341%
when compared to the correspond- Chemicals 18158 21H07 29,19 16.0%
ing first quarter of 2007. Exports Manufactured Goods 171.76 210.65 38.89 22.6%
1:):“,"“.. g munt-h pet I gy h"' Machinery and Transport Equip. 326.08 306.91 =101 5.9%
2.9% when compared to the compa-
rable period before. Total Imports, Misc. Manufactured Articles 159.77 14748 -12.30 -7.7%
however, grew by a whopping Other 10.86 98.57 8.71 18.7%
20.9%. TRADE BALANCE (925.36) (1,221.44) -296.08 32.0%
Source: STATIN Jamatea and Bank of Jamaica (BOJ Monthly Statistical Update)
Traditional Exports largely repre-
sents activities within the Mining & tent citrus and pimento exports. These The remainder of the decline was

Quarrying sector which contributed
in excess of 82% of its value within
the review period. Mining and quar-
rving grew by a notable 5.2% to
reflect mostly expansions observed
within the Alumina export industry
(see table 9).

Agriculture approxi-
mately 2.5% of total traditional
exports during the quarter. It also
grew by 19.8%, contributing an
additional US$1.5% million to total
traditional exports when compared

represented

to the corresponding first quarter of

2007, The growth in agriculture
exports attributed  almost
wholly to the 160% increase in cof-
fee exports and to a very small ex-

was

improvements were however, signili-
cantly offset by the 100% reduction in
banana exports and the 81% reduction
in Cocoa export during the first quar-
ter of 2008 when compared to the cor-
responding period of last year.

Exports related to manufactured items
declined significantly to offset close to
100% of the additional exports emanat-
ing from the mining and quarrying
sector (particularly alumina). Manutac-
turing exports declined by a substantial
28.4% or US$16.7M. This was due
largely to the US$10.5M cut back in

sugar exports in the first quarter of

2008 when compared to the corre-
sponding period of 2007,

largely explained by the US$3.7M
cutback in rum exports and; US$2.5M
cutback in the export of coftee prod-
ucts. The majority of Manufacturing
is composed of sugar exports which
represented approximately 2% of the
sectors’ export value during the first
quarter of 2008,

Within the same period Non-
traditional exports increased by a
noticeable 8.7% or US$19M when
compared to the corresponding first
quarter of last year.

Exports of Mineral Fuels and related
items was the single largest contribu-
tor to increased export value during
the first quarter of 2008 when com-




pared to the corresponding quarter
last year. Mineral fuel exports grew
by a whopping 70% representing a
USS18.58M increase over the corre-
sponding period of last year. This
expanded level of exports however,
was partially offset by an observed
USs27.3 million reduction in the
export of "Waste and Scrap Materi-
als” and; a US$18.9 million reduc-
tion in the export of ethanol when
compared to the corresponding 3
months of 2007.

Imports during  the quarter (Q1)
increased by a significant US$312.6
million or 20.9% when compared to
the corresponding  period of  last
year. This reflected increases in all
categories except for ‘Machinery &
Transport Equipment’ and;
‘Miscellaneous Manufactured  Arti-
cles’ that declined by US$19.1M (-
3.9%) and; USs12.3 million (-7.7%)
respectively (see Total Imports sec-
tion of Table 9).

The largest growth categories by
import-value during the review pe-
riod (Q1) when compared to the
corresponding  period of last year
are: Mineral fuels and similar prod-
ucts (up US$287M or 58%), Manu-
factured Goods (up US$38.9M or
24%), Chemicals (up US$29.5 or
16%) and, Food (up US$23.5M or
13%) (see table 9).

At the end of June 2008, the West
Texas Intermediate (WTI) Crude
Qil Price was US$110.00 per 12
gallon barrel. During the month, the
price varied from USS122.00 up to a
max of $US110.20/barrel (See Fig-
ure 6).

Balance of Payments

Jamaica's current account deficit in
the first quarter of 2008  was
US$585.6 million. This balance de-
teriorated by 80% (approximately
US$210 million) when compared to
the corresponding three months of
2007 (see table 10).

The observed Current Account defi-
cit can be Wh()]l)’ attributed to the
significant  net-outflow  from  the
Merchandise account. The services
account also recorded a significant
reduction despite its surplus balance
for the review quarter. On the posi-
tive side, current transfers recorded
growth in its surplus balance due to

Page 6

Table 10: Balance Of Payments (US$M)

June 2008

Jan-Mar Jan-Mar $ %
2007 2008 Change  Change
Current Account -299.2 -538.6 -239.4 -80%
Goods Balance -729.8 -983.7 -253.9 -35%
Exports 606.9 G42.2 85.3 6%
Imports 1336.6 1625.9 2503 29%
Services Balance 184.8 181.6 -3.2 -2%
Transportation -116.1 -152.0 -15.9 =119
Travel 6.2 159.1 12.9 3%
Other Services -145.8 -1E5 b -0.1 0%
Income -207.4 -230.6 -23.2 -11%
Compensation of emplys 2.1 5.1 3.0 113%
Investment Income -209.5 -235.6 -26.1 -12%
Current Transfers +53.2 94,0 +0.8 9%
Official 35.1 36.8 1.7 2%
Private FIR.1 k57.2 39.1 0%
Capital & Financial Account 299.2 538.6 239.4 80%
Capital Account -1.8 27.6 29.4 1633%
Capital Transfers -1.8 27.6 204 1643%
Official 0.2 29.5 29.9 1 H50%
Private -1.9 -1.9 0.0 0%
Acq/disp. 0.0 0.0 0.0 -
“inancial Account 300.9 511.0 210.1 70%
Other Official Invst 17418 -26.7 -201.5 -115%
Other Private Invst 147.9 T3 605.4 E39%
Reserves -11.8 -205.7

Source: BOJ & Statistical Update:

Figure 6:
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expanded levels of private remittances
during the period.

During the quarter, the deficit on the
Goods Account expanded by approxi-
mately US$254 million (or 33%) when
compared to the corresponding period
of 2007. This was largely attributed to
expanded levels of imports in areas
such as mineral fuels, manufactured
goods, chemicals and, food items. For
the 12-month period ending March
2008, oil prices climbed by approxi-

Source: PSOJ Compilation from Unson Pacific (hitpe’ /sorceaprecom/customers/ surcharge/stishtmi)

mately 5% resulting in the higher
cost of mmported fuel products. Ex-
ports increased, but was able to offset
12.2% of the deterioration
caused by rising import cost.

only

The surplus on the Services account
in the January to March period of
2008 was reduced by US$3.2 million
or 2% when compared to the corre-
sponding period of 2007. This cut-
back was attributed to the US$15.9
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Table 11: Fiscal Accounts

June 2008

May (Fiscal—2008/09) Apr-May (YOY)
J$ million Deviation 07/08 - 08/09
Provisional Budget JsM (%) JsM (%)

Revenue & Grants 40,966.5 39,435.6 1,530.9 3.88 5,578.8 15.8
Tax Revenue 36,6828 35,2674 14153 LO1 5,175.9 164
Non-Tax Revenue 3,108.1 2,182.9 9252 +2.88 1,240k G6.5
Bauxite Levy S14.1 LLES.O =330 -29.09 19,2 2.k
Capital Revenue 161.0 301.7 -14H0.7 6.6k -882.5 =506
Grants 200.5 585.5 -335.0 -62.56 208 14,1
Expenditure 50,048.1 48,881.7 1,166.4 2.39 9,330.4 22.9
Recurrent Expenditnre 1G,205.0 +3,938.8 2.2606.7 5.16 9,119.0 26
Programmes 11,020.1 10,196.6 523.5 +99 1,931.1 13.5
Wages & Salaries 15,7403 15,831.6 -87.3 -0.55 1,776.6 12.7
Interest 19, +HLG 17,610.1 1,830.6 10,40 G011k RS
Domestic 14,073.1 13,828.0 2i45.1 197 3,228.6 29.8
External 5467.5 3.782.1 1.585.k FLO2 2,782.8 107.7
Capital Expenditure 3,843.1 19434 -1,100.3 -22.26 2114 5.8
Capital Programmes 3,81 HORSE -1,100.3 -22.26 211k 5.8

IMF #1 Account 0.0 0.0 0.0 0.00 0.0 -
Fiscal Balance (Surplus [+Jve) -9,081.6 =9,446.0 364.5 386 -3,751.6 =70.4
Loan Receipts 14,676.9 16,898.5 -2,216.6 -13.12 =11,266.5 =434
Domestic 13,621.3 15,700.0 -2,078.7 -13.24 -11,558.F -15.9
External 1,055.6 1,198.5 -138.0 -11.56 299.0 38.2

Divestment Proceeds 0.0 0.0 0.0 0.00 0.0 -
Amortization 1:4,856.2 12,856.9 1,999.9 15.56 38,1842 27.3
Domestic 10,9519 10,060.1 8918 .89 1,808.8 19.7
External 3,901.2 2,796.2 1,105.1 39.52 1,980.5 ks
Overall Balance (Surplus [+]ve) -9,260.8 -5,408.8 -3,852.1 -71.22 -18,202.2 -2038.6
Primary Balance (Surplus [+]ve) 10,359.1 8,164.0 2,195.0 26.89 2,259.8 27.9

Sonrce: Ministry of Finance and Planning

million increase in net outtlow from
the Transportation sub-account. This
was substantially offset by the
USs12.9 million expansion on the
Travel sub-Account. The deteriora-
tion of the Transportation sub-
account was due to increase in trans-
action costs associated with higher
levels of imports. The travel sub-
account, on the contrary, benefited
from the increase in flows due to
growing stopover and cruise arrivals
to the country.

There was a deficit on the Income
Account of US$230 million. This is
24% higher than the level attained in
the corresponding quarter of last year
due to greater levels of Investment
Income” outflows. This deterioration
is attributed to the higher interest
payments made out by the govern-
ment of Jamaica (GOJ).

The surplus on the "Current Trans-
fers account in the quarter exceeded

that of the corresponding quarter of

2007 by US$10.8 million (or 9%).
This was attributed largely to the
higher levels of private remittance
inflows observed during the period
(see table 10).

Currency flows to the Financial ac-
count during the first quarter of
2008 was US$205.7 million more
than the amount needed to tund the
Current and Capital account deficits.
This resulted in an improvement of
the NIR account by the same amount.

Fiscal Accounts

For the first two (2) months of the
fiscal year 2008/09 (Apr-May) the
Government OF JTamaica (GOJ) accu-
mulated a fiscal deficit of $9.08 bil-
lion. This was $36+5 million (or
3.9%) less than the budgeted deficit
for the period.

REVENUE: Total Revenues ex-

ceeded budget by $1.58 billion (or
3.9%) in the April to May period
under review. Tax revenue and
Non-Tax revenue were the only
segments  with  surpluses.  The
higher than planned revenue was
largely attributed to the increased
level of inflows from Non-Tax
revenue, Tax on Interest, PAYE,
Local GCT, Custom Duty and,
GCT on Imports  (see table 12 for
break-down).

Tar Revenue — Within the Tax
revenue category the largest five (5)
tax income generating components
for the first two months of the fiscal
year were PAYE, Local GCT, GCT
on Imports, Tax on Interest and,
Custom  Duty (see Fucal Aecount
chart in Appendia, pg.11). When com-
bined, these items represented ap-
proximately $27.6 billion or 75% of
all tax revenue generated.

Revenue items that were less than




budget for the period includes “Special
Consumption Tax (SCT) on Imports’,
‘Grants’, Bauxite Levy, ‘Local Stamp
Duty’, and revenue from ‘Other Indi-
viduals’ (see table 12 for break-down).

EXPENDITURE: During  the
months April-May 2008 fiscal expen-
diture exceeded budget by approxi-
mately $1.17 billion (or 2.4%). This
was largely influenced by external
interest  payments  that  exceeded
budget by $1.83 billion (or +1%) and
was further compounded by an in-
crease in both Programmes expendi-
ture (up $523.5 million) and domestic
interest payments (up $2135.1 million).
The greater than planned expenditure
in these areas were partially offset by
the $1.1 billion (22.3%) cut-back in
Capital expenditures during the period
(see table 11).

During the review period Official
Loan Receipts failed to meet budgeted
requirements by 13.2%. This was
mainly attributed to the $2.08 billion
(13.2%) portion of domestic loans that
was not taken up by the government
during the period (see table 11).

Debt Amortization exceeded budgeted
amounts by approximately $2 billion
during the first two months of the
fiscal year. Approximately 55% of this
amount went to repaying external
debt.

While the Primary Surplus was ap-
proximately $10.1 billion  (or 27%)
more than planned for the two month
period, the overall balance after taking
account of interest payments, reported
a deficit of $9.3 billion (or 71%) more
than budgeted.

PUBLIC DEBT: Total public debt as
at April 2008 stood at $1.0 trillion.
This represents an additional 53.38
billion in debt since April of 2007
Domestic debt accounts for approxi-
mately 56% of total debt stock as at
April end 2008. The increase in debt
stock during the month of April was
almost \\‘hu”y attributed to the $2.62
billion increase in domestic debt. Ex-
ternal debt stock declined by $550.2
million.

Stock Market

The Main Jamaica Stock Market In-
dex declined by 2,373.88 points or
2.12% during June 2008 to close the
month at 109,75£01 points on its last
trading day (see figure 8). In the first

Page 8

35.00 -
3 Actual 05709

ual 07/08

30.00 A

Js-Billions

Budget 08/09

5.00

20.00 1
15.00 { |4
10.00

D00 -

19.18
17.50

Figure 7: Tax Revenue Collections (J$-Billions)

June 2008

0.00 T

Apr - May Jun  Jul Aug  Sep

Oct Nov Dec  Jan Feb  Mar

Sowrce: Mintstry Of Finance and Planning (Jamaiea)

J$-Millions

Table 12: Major Deviations in Fiscal Revenue and Expenditure

Apr-May 07/08

Revenue (Revenue Surpluses)

Non-Tax Revenue

925.20

Tax on interest TOH50
PAYE 587.30
GCT (Local) 13,90
Custom Duty 48160
GCT (Imports) 20190
Revenue (Revenue Shortfalls)
SCT (Imports) —k35.H0)
Girants -345.00
Bauxite Levy -351.00
Stamp Duty (Local) -189.20
Other individuals -177.50

Expenditure (Changes)

Capital Programmes
Wages & Salaries ( Below Budget)
Domestic - Interest
Programmes ( Above Budget)

External - Interest

( Below Budget)
( Above Budget)

( Above Budget)

-1,100.30
-87.30

24510

Source: Ministry Of Finance and Planning (Jamaica)

halt” of 2008, the main JSE index
o

grew by 1,785.95 points (or 1.65%).

Market capitalization  declined by
$95.76 billion or 10.1% over the
month of June 2008. For the first half
of 2008, Market Capital declined by
$55.24 billion or 6.11%. On the last
trading day of June 2008 Market
Capitalization value was  approxi-
mately $518.07 billion.

In the first halt’ of 2008, Ciboney
Group was the largest price appreci-
ator. The stock price increased by
200% over the G-month period to
close at 8 cents per sharve up from a

price of 1 cent traded at December
end 2007.

Salada Foods recorded the second
largest price appreciation during the
half=year period. Tts share price
climbed by $66.00 (or 150%) to
close June 2008

$110.00.

at a price of

The other major price appreciators
were Pulse Investments appreciat-
ing by $3.80 (or 116.2%), Pegasus
Hotel up by $11.81 (or 111.17%),
and Palace Amusement appreciating
by 18.55 cents (or 58.98%) (see Ta-
ble 13).
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The Gleaner Company recorded the
largest price decline over the first
six_months of 2008. The Company

ended June with a price per share of

$2.80  representing a  $1.50 (or
31.9%) decline.

Goodyear Jamaica was next in line
with a closing price of $ k10 while
recording a 82 cents  {(or 16.7%)
price decline. Other companies re-
flecting a significant capital loss /
(price decline) over the halt year
period were: Radio Jamaica (down
16.1%), First Caribbean Interna-
tional Bank Jamaica (down 14.8%)
and  First Caribbean International
Bank (down 11.8%) (see Table 13).

Developments &
Outlook

Jamaica: 2008 Article IV Consulta-
tion, IMF Staff Report

In June 2008, the IMF published its
stafl” report on Jamaica giving an
overview of the key issues being con-
fronted by the Nation and strategies
going forward. The report, firsg,
reviewed issues  surrounding  the
stagnant  economic  growth, high
debt, observed vulnerability to exter-
nal shocks, impacts on and benefits
from regional integration, the recent
political transtormation and policy
initiatives  to  effectively deal with
current challenges tacing the nation.

The policy discussions in the report

focused on the tollowing themes:

. Economic Growth

. Debt Dynamics & Fiscal Policy

e Monetary and Exchange Rate
Policy

. Financial Sector

Economic Growth — Dismal eco-
nomic growth can be attributed to
the misallocation of resources caused
by high debt accumulation and ser-
vieing. Notwithstanding, economic
growth is acknowledged as the essen-
tial component that will be I‘L'(;tlil't'd
to solve the debt issue for Jamaica.
The authorities are secking to sim-
plity business activities and provide a
facilitative business climate as a me-
dium-term strategy to expand eco-
nomic activity within Jamaica.

Debt Dynamics — Acknowledging
that the GOJ stands committed to
honoring its debt obligations, it is
noted that significant fiscal adjust-

June 2008
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Miss Marcta Ornisby
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ttom Five (5) performer

31- 3 %

Dec-07 June-08 change change
Top Five (unadjusted for dividends or transact. Costs)
Ciboney Group 0.01 0.03 0.02 200.00%
Salada Foods 100 110.00 66.00 150.00%
Pulse Investments 2,60 GO 3.80 1HG.15%
Pegasus Hotel 10.65 292,49 1184 111.17%
Palace Amusement 3145 50.00 18.55 SR.08%
Bottom Five (unadjusted for dividends or transact. Costs)
Gleaner Company L300 2.80 (1.50) -3 10%
Goodyear (Jamaica) 192 E10 (0.82) -16.7%
Radio Jamaica 3.60 3.02 (0.58) -16.1%
First Carib Intl Bank Ja. 27.00 23.00 (£00) =1E8%
First Carib Intl Bank 152.00 13100 (18.00) -11.8%

Source: Comprled from the JNIS

_Figum 8: Main JSE Index, Dec-07 - M:iy_
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Sowrce: Jamawea Stock Ervchange (Onlone Database) and PSOJ

ment is needed to curtail the current
deticit and debt position.  While it is
true that the nations’ fiscal position is
largely aftected by external-financial
and other exogenous shocks, it is still

economic activity from time to time,
wage bills are remain variable necessi-
tating a reform to public sector em-
ployment. The administration intends
to make a more significant step in the
next fiscal period 2009/10. It is envis-
aged that the budget will be balanced
over a 3 year period, thereby reducing
public debt to a 100% of GDP
(currently the public debt stands at
128% of GDP),

true that solid fiscal reform has been
lacking

Among the recommendations made by
the local government for fiscal reform
are privatization of loss making public
entities, reforming taxation for simplie-
il_)’ and illlpl'u\‘ﬂl tax administration. [t
is recommended that efforts be made to
codity and enforce fiscal responsibility
within legislation.

Details pertaining to the discussion on
Monetary & Exchange Policy and, the
Financial Sector can be found in the
IMF report at the following link:

Amid rising international commodity
5 2
prices and external shocks that disrupt

huep://www.imforg/external /pubs/{t/
ser/ 2008/ crog 199.pdf
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APPENDIX

INFLATION (MAY 2008 CPI)

INFLATION - May 2003 °.;C‘lmug§ Weighted A Rnlk Infl. Contribution
All GROUPS 2.40% 2404 ‘
FOOD AND NON-ALCOHOLIC BEVERAGES 2.5%7% 0.96+ 1
Food 2.70%
Bread and Cereals 7.98%
Ivieat 0.85%
Fish and Seafood 0.88% |
Milk, Cheese and eggs 1.65% i
Oils and Fats +.25%
Fruit 1.10%
Vegetables and Starchy Foods 1.60%
Vegetables 1.16% i
Starchy Foods 2.57% i
Sugar, Jam, Honey, Chocolate and Confectionery 1.82%
Food Productsnec. 1.80%
Non-Alcoholic Beverages 1.05%
Coftee, tea and Cocoa 1.19% !
Mineral waters, Soft Drinks, Fruit and Veg Juices 1.03% |
ALCOHOLIC BEVERAGES AND TOBACCO 13.08% 0.130 3
CLOTHING AND FOOTWEAR 0.97% 0.032 s |
Clothing 0.76%
Footwear 1.12% =
HOUSING, WATER. ELECT.. GAS AND OTHER FUELS .58 % 0.585 1 2
Rentals for [ousing 2.14% b
Maint and Repair of Dwelling 0.88% .
“Water Supply and Misc. Serv Related to the Dwelling -0.29%
Electricity, Gas and Other Fuels and Routine 6.80%
FURNISH, HSHOLD EQUIP & HSHOLD MAINT. 0.40% 0.020 10
Furniture and Fumishings (including Floor Coverings) 0.54%
Household Textiles 1.25%
Household Appliances 0.08%
Glassware, Tableware and Household Utensils 0.78%
Tools and Equiprent for House and Garden 1.44%
Goods and Serv. for Routine Household Maint 0.40%
HEALTH 1.47% 0.04% 7
Medical Products, Appliances and Equipment 0.36%
Health Services 2.24%
TRANSPORT 1.37% 0.175 +
COMMUNICATION 0.00% 0.000 11
RECREATION AND CULTURE 0.88% 0.030 ]
EDUCATION 0.00% 0.000 11
RESTAURANTS AND ACCOMMODATION SERVICES 2.73% 0.169 3 "

=7}

MISCELLANEQUS GOODS AND SERVICES 1.50% 0.126
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FISCAL ACCOUNT (MAY - 2008/09)
REV & EXPN (MAY'08) J¥m PROVISIONAL Resutls J¥m BUDGET DEVIATION Jém YOY. CHANGE
Revenue & Grants 40,966.5 1,5309 iz 5,578.80 i)
Tax Revenue 36,682.3 14153 faed 5,175.90 fd
Non-Tax Revenue 3,108.1 9252 1,241.40
Bausite Levy 814.1 -3340 i 19.20
Capital Revenue 1610 -1407 i -882.50
Grants 2005 -3350 2480
Expenditure 50,048.1 1,166.4 i 9,330.40 b
Recurrent Expenditure 46,2050 2,266.7 9,119.00 e
Programmes 11,0201 5235 % 1,331.10
Wages & Salanes 15,7443 -87.3 | 1,776.60 i
Interest 19,440 6 1,830.6 B2 6,011.40
Domestic 140731 2451 3,228.60 £
External 5,367.5 1,5854 2,782580
Capital Expenditure 38431 -1,1003 211.40
Capital Programmes 38431 -1,1003 21140
IMF #1 Account 00 0o 0.00
Fiscal Balance (Surplus [+Jve) 90816 ] 3645 ] -3,751.60 3
Loan Receipts 14,6769 2,266 ] -11,266.50 s
Domestic 13,6213 -2,0787 -11,558.40 ea
External 1,0556 -138.0 202,00
Divestment Proceeds 00 00 0.00
Amortization 14856.2 B3 1,9909 3,184.20
Domestic 10,9549 5 8948 1,803.30
External 39012 ] 1,105.1 1,330.50 |
Overall Balance (Surplus [+]ve) -9,260.8 # -3,852.1 -18,202.20 '
Primary Balance (Surplus [+}ve) 10,359.1 # 2,1950 prisz 2,259.80
REV. Only (MAY'08 ) Jim PROVISIONAL Resutls J$m BUDGET DEVIATION Jim YOY- CHANGE
Revenue & Grants 40,966.5 1,5309 = : 55788 o
TaxRevenue 36,682.8 1,4153 51759 % |
Income and profits 13,4263 1,019 6 1481.5 E4
Bauxte/alumina 118 719 113
Other companies 1,046.0 949 -32.5
PAYE 8,220.0 5873 810.5
Tax on dividend 40 -1177 3
Other individuals 3422 I 1775 287
Tax on interest 3,2023 ! 7045 660.2
Environmental Levy 3701 | 175 370
Production and consumption 11,5338 3598 12657 i
SCT 5795 | 378 I 173.1 |
Motor vehicle licenses 3903 ] 495 2278 |
Other licenses 1529 647 26
Betting, gaming and lottery 2174 -270 06
Education Tax 17757 -78 1193 ]
Contractors levy 162.1 179 i 89
GCT (Local) 6,856.8 4139 858.2
Stamp Duty (Local) 1,3992 -189.2 5 168
International Trade 11,3527 12.4 ] 2058.5 7
Custom Duty 3,5002 3816 : 646.5 H
Stamp Duty 193.0 125 275
Travel Tax 3573 | -1452 689 |
GCT (Imports) 51265 ] 2049 569.3 i
SCT (Imports) 2,069.7 4354 3843 &
Non-Tax Revenue 3,102.1 9252 1241 .4 k4
Bauxite Levy 8141 -3340 i 19.2
Capital Revenue 161.0 -1407 8 -882.5 il
Grants 200.5 23350 248




M

Jan '06 -10..28

Feb -12.8¢
Mar -0.18
Apr 3.2

May =0kt

Jun O
Jul 3.2
Aug 2.20
Sep -0.23
Oct -0.53
Nov 2.67
Dec 10.97

Jan '07 -12.04

Feb 1.91
Mar -0.28
Apr -0.17

May 1.13

Jun 1.28
Jul 2.58
Aug 1.2:4
Sep -1.01
Oct 1.80
Nov 1.70
Dec 1641

Jan ‘08 -11.73

Feb 0.5+
Mar 1.81
Apr =217
May -63
Jun 057

BM

12.96
12.33
17.20
15,47

16.30

16.02
15.11
17.11
16.00
12.56

12:95

9.54

R.79

M
-1.70
0.71
=0.27
0.5k
0.3

0.96

5.69
n/a
=-0.78
0.5

1.69

n’/a

n/’a

P
8.01
9.10

K.80

T.84

DUkG

K31
8.00
h.99
9.55
12.30
n/u
10.18

10.98

15.81
23.37
20.06
21.98
19.36
16.97
11,01
16.77
12.21
14.79

n/a

n/a

Major Macro-Economic Indicators

NIR

USsM
2.,093.50
2,02:4.24
2,078.10
2,151.80
2,162.80
2,110.10
2,087.90
2.215.60
2.3:42.00
2,306, 1)
2,352.99
2,317.55
2,288.40
2,185.56
2,329..10)
2,292.36
2,252.92
9,9498.87
2, 15618
2,067.29
1,916.19
192453
1.308.45
1,877.73
1,519,08
1,4956.20
2,083.40
2,162,586

2,259.21

2,228,580
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Statistical Index

Fgn Cur-
Dep

USsM
2,028.59
2,0:k5.H
2,027.75
2,033.37
2,04+4.98
2,056.72
2,049.93
2,178k
2,119.49
210108
2,2 11.85
2,185.37
2,153.07
2,1 H6.56
2,120.34
2,205.28
2,215.39
29:04.91
2.2:46.79
2,320.1+¢

2,859.20

2 HS. 12
2.419.6F
242420
2 45438
213613
2.450.52
260116

2,462.11

n/a

Inflation
M P
0.1 13
-0.03 12.%
0.0% 11.7
L1 123
040 8.6
1.27 S,k
1.36 . 842
031 845
.75 6.5
-0.08 5.8
-0.18 5.3
0.51 5.8
0.29 6.0
.18 | 6.2
0.50 6.6
0.68 6.1
0.67 6.k
0.5l 5.0
1.01 T3
098 8.1
1.59 9.0
1.38 10.59
3.26 1113
26 16.80
223 1821
1.76  19.90
1.15 19.90
1.656 21.18
240 22.51
n‘a  n/a

Tourism

=3.8

=3.0

k.6

=Lk

n/a

n/a

J$/USs

GE99
6536
65.50
6563
65.73
66.03
65.99
65.93
G606
6650

66,02

67.80
GROR
68.22
G8.558
GR.R1
6GH.83
7041
7118
7186
70.62

TLTE

T-bill

%

12.30

12,31

11.99
11.9F

11.65

13.5¢

13.33

14h2¢

14.23

1420

14.28

ThoES

Loan

21.5¢
21.8%

21.8:4

21,80
21.80
21.00
21.90
21,90
29,18
23.07

23.0¢F

20.90

21.2:4

246

n/a

H.a9

536
5436
5.36
520

520

kHY

n/a

Sources: Bank of Jamarca, Statisteal Institute of Jamarca, Ministry of Frnance and Planning, Jamarca Tourist Board and the P10J.
Revised perrodically when necessary.
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Dom Debt

JsM

459,67 1.66

86,690,258

482,712.58

FSOGG 9T
190,098.32
H02, 10 b 15
H10,481.97
513,805,011
520,394,581
H30,100.25
580,86 126
L6675, 1F
527,998.13
021,505,953
513,930.86
H36,FF1.8T
535,788.09
H00,100.28
544,839.92
HH, 038
552,027.91
A61,E89.06
H60.400.21
568,126,533
560,27 8.86
H62,505.18
H62,108.09
H01,TL28.82

n/a

n/a

Fgn Debt

UssM

5,567 42
5,622.32
5.639.65
5,611.53
561745
5,618.38
5,619.32
5,622.95
5,827.13
3,795.64
5,760.19
5,7146.97
G,035.31
6,065.20
6,031.10
6,130.82
G,165.47
G,178.10
5,980.52
6,140.70
6,15451
6,122.76
6,124.21
G,159.3 1

6,169.29

6,135.83
n/a

n/a
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K_E)’_:
ACP— Africa Caribbean Pacific States Loan — Average Loan Rate
BM - Base Money M = Monthly Percentage Change
BP — Basis Points M2 — Money Supply
CaPRI— Caribbean Policy and Research Institute MT = Million tonnes
CARICOM— Caribbean Community & Common Market N/A = Not Available
CARIFORUM— CARICOM and Dominican Republic NIR — Net International Reserves
CPI = Consumer Price Index OMO = Open Market Operation
CSME— Caribbean Single Market & Economy P = Point-to-Point Percentage Change
EC— European Commission R = Revised
EPA—Economic Partnership Agreement S —Stopover
EU—European Union Save — Average Savings Deposit Rate
FX Dep = Foreign Exchange Deposit Thill = 6-month Treasury Bill Yield
JCB = Jamaica Conference Board Tourism — Total Tourist Arrivals
JCC = Jamaica Chamber of Commerce WATBY- weighted average Treasury bill yield
KMA — Kingston and Metropolitan Area WTO—World Trade Organization
WTI — West Texas Intermediate (Spot Oil Price)

The contents of this bulletin are only for use by the addressee. The information is provided on a strictly confi-
dential basis to subscribers.

All opinions and estimates constitute the PSOJI's judgement as of the date of the bulletin and are subject to
change without notice.

Copyright Reserved © 2003.

The Private Sector Organisation of Jamaica, 39 Hope Road, Kingston 6
Tel: 927-6238/6958 Fax: 927-5137 Email: Web site: http://www.psoj.org
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Please complete form and return to PSOJ by fax as soon as possible. Thank you.
(Complete form in Capital Letters and make a mark where appropriate) Annual
Subscription
an-Dec
FAX #: (876) 927-5137 J )
PSOJ] Members:
Subscriber: (Company / Individual) $6,000.00
(Plus G.C.T.)
Address: Non-members:
$6,600.00
(Plus G.C.T.)
Contact Person Information (Maitters pertaining to Subscription)
Payment Options
Name: Mr. / Mrs. / Miss. / Dr./ Hon
( ) Cheque
Position: Money Order
(No Cash Payment)
Telephone: ( ) (Payment must be in-
cluded with your order
Fax: ( ) form) &
Email:
Bulletin Recipients (additional recipients) [ first then last name]
NAME 1: ( Mr./ Mrs. / Miss./ Dr./ Hon)
Position:
Email:
NAME 2: ( Mr./ Mrs./ Miss./ Dr./ Hon)
Position:
Email:
The Economic Bulletin is a monthly synopsis of the major developments impacting the Jamaican economy. It
covers a wide range of areas including inflation, the financial markets, fiscal accounts, tourism, the productive
sectors and external trade. In addition to tracking changes in the main indicators, it also goes behind the
—_—

numbers to examine the underlying factors driving those changes. The Bulletin also provides insight into
how current trends may shape developments going forward in order to help inform your business decisions.

Bring to the Attention of JAMES ROBINSON




