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Jamaica Economy 101: The Good, The Bad, The Future
History will remember 2020 as the year that a cure for a global health crisis resulted in an unparallel economic crisis. The COVID-19 pandemic has
impacted both lives and livelihoods, and there remains uncertainty regarding the full duration and impact of this novel coronavirus. Global
economies continue to grapple with the fallout of the current pandemic, with the International Monetary Fund (IMF) expecting a global shrinkage of
4.9%, with global unemployment being last recorded at 8.9% by the Organization for Economic Co-operation and Development (OECD). This gives
an oversimplification of the immense impact the virus has had globally. This week’s issue, we home in on Jamaica’s tussle with the global pandemic
The Good
One must recognize the paradigm shift in Jamaica’s economic framework to get an appreciation of why we may be in a better position today to
manage this pandemic versus six years ago. Under the concluded IMF agreement, Jamaica was able to generate an average primary surplus of
7.4%, which created the fiscal space to provide the level response seen thus far. Jamaica has a Net International Reserve (NIR) of US$2.75 billion as
of August 2020, materially higher than 10-year low of US$813 million in November 2013. Jamaica’s economic reform has led to Jamaica receiving
rating upgrades to B+ by S&P and Fitch, and B2 by Moody’s, with all stable outlooks (pre-COVID). Jamaica’s domestic stock market, the Jamaica
Stock Exchange (JSE), was recognized as the best performing stock market by Bloomberg in 2018 and 2015, beating the likes of the popular S&P
500 index. These developments showcase Jamaica’s capabilities, and the economy was just beginning to turn the corner to start realizing it’s
underlying potential.
The Bad
After a successful period of economic reform, the emergence of COVID-19 has put the Jamaican economy to task. The country’s stagnant growth
reached an inflection point, with Q’1 GDP shrinking by 2.3%. The Planning Institute of Jamaica (PIOJ) recently estimated the economy to have shrunk
by 18%, in line with the BOJ’s estimated range of 14%-17%. These estimates by PIOJ is based on a severe contraction of 20% in the Services Industry
and a 7% decrease in the Goods Producing Industry. For the Services Industry, the largest estimated decline was in the Hotel and Restaurant sector
of 89% with Other Services declining by 44%. In the Good Producing Industry, Mining and Quarrying saw a decline of 25% with Agriculture, Mining
and Fishery declining by 9%. These estimates are in line with the economic reality of COVID-19, which has cost the local government approximately
5.1% of GDP in 2020. Tourism collectively accounts for approximately 20% of GDP, which makes the weakness in this sector amplified. The
JISCO/Alpart refinery remaining offline, the level of production for the good’s producing sector will continue to remain weak.
The Future
All is not lost, and Jamaica being a small open economy means that their recovery is positively correlated with the recovery of the global economy.
With that in mind, Jamaica still has its own specific hurdles to climb, which were recently outlined in the COVID-19 Economic Recovery Task Force
report. Priority was placed on digitizing Jamaica’s economy, investing in diversifying the local economy, strengthen inter-linkages between
industries and making capital more accessible. If implemented, Jamaica will be able to successfully return to its pre-COVID levels, which augers
well for investors. Also, Jamaica’s current macroeconomic framework makes the recovery time much shorter than the previous crisis. A full recovery
is estimated to be in FY21/22, but along the way, there are expected improvements in the overall economic situation. This bodes well for the future
of Jamaica and makes it one of the “feel good” stories of the Caribbean.

“The stock market is a device for
transferring money from the impatient
to the patient” – Warren Buffet
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For the week ended Friday, our local stock market
closed higher week-over-week. The Main Market
Index increased by 0.12%, the JSE All Jamaican
Composite Index increased by 0.10%, the JSE
Junior Market Index increased by 1.82%, the JSE
Combined Index increased by 0.24%, and the JSE
USD Equities Index increased by 2.21%.
The biggest winner this week is GWEST
Corporation Limited rising by 26.88% to close at
J$0.92. The biggest loser was Palace Amusement
Co. Limited falling by 13.33% to close at J$1300.
Year to date, all the major equity indexes are still
down by high double digits (see, the table below);
and three months since March, has been relatively
flat.
Market volume amounted to 67,812,087 units
valued at over $237,663,170.89. Wigton Windfarm
Limited Ordinary Shares was the volume leader
with 27,924,524 units (41.18%) followed by
Transjamaican Highway Limited with 13,669,357
units (20.16%) and QWI Investments Limited with
4,256,562 units (6.28%)

As the coronavirus continues to impact of
country’s GDP, the Planning Institute of Jamaica
(PIOJ) in its latest assessment of economic
activities reported contractions across all major
sectors in the services and goods-producing
industries. The agency said that the economy
declines by 18% for April to June quarter, four
percentage points more than it had previously
projected.
http://www.jamaicaobserver.com/businessreport/pioj-reports-negative-impact-to-realsector-growth-due-to-covid19_202868?profile=1056
In PIOJ’s latest assessment of economic
activities, they expect the economy decline in
output between the range of 8-10 percent for the
July–September quarter. This follows
contractions seen this year as a result of the
novel coronavirus outbreak.
http://www.jamaicaobserver.com/businessreport/economic-decline-continues-into-julyseptember-quarter-pioj-hotels-and-restaurantssector-contracts-by-84-5-per-cent-injuly_202897?profile=1056
In April 2020, Fitch had assigned a positive B+
rating, but five months later this positive outlook
has been downgraded to stable. The downgrade
is due to what Fitch described as “the likely
contraction in foreign currency income from
tourism, remittances and alumina exports”.
http://www.jamaicaobserver.com/businessobserver/fitch-downgrades-jamaica-s-outlookrating-b-rating-moves-from-positive-tostable_202692?profile=1056

Index

JSE Main Market
JSE Junior Market
JSE Combined Market
JSE USD Equities Market

11/9/2020

4/9/2020

31/12/2019

Week/Week

Year-to-Date

367,526.77

367,100.77

509,916.44

0.12%

-27.92%

2,514.82

2,469.98

3,348.97

1.82%

-24.91%

365,208.18

364,335.56

505,253.98

0.24%

-27.72%

187.49

183.44

226.23

2.21%

-17.12%
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Stocks ended the week lower than the previous
week following a highly volatile trading week. The
tech-heavy Nasdaq Composite Index declined and
ended the week down more than 10% from the alltime high it reached on September 2, 2020.
Tech shares were also among the weakest within
the S&P 500 Index, while energy stocks suffered as
domestic oil prices sank below USD 40 per barrel
for the first time since July, in part because of
Saudi Arabia cutting oil prices for some customers.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US
The continuing lack of progress in Congress on a
new stimulus package also seemed to be weighing
on sentiment, with investors particularly worried
about the building financial pressures on states and
municipalities. On Thursday, Republicans brought
their “skinny” USD 300 billion relief package to a
vote in the Senate, but it was blocked by
Democrats, who passed a package roughly ten
times as large in the House of Representatives in
May.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US

Index
Dow Jones

11/9/2020

News late Tuesday that AstraZeneca was pausing
the trials of its leading coronavirus vaccine
candidate after a participant developed a serious
neurological disorder may have also weighed on
sentiment—particularly after recent reports that the
White House was considering the vaccine’s fasttrack authorization as soon as late October.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US
The week’s economic calendar sent conflicting
signals. On Thursday, the Labor Department
reported that initial jobless claims remained steady
at 884,000 for the week ended September 5,
defying consensus expectations for a decline.
Continuing claims also rose unexpectedly, moving
higher for the first time since mid-July.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US
The yield on the benchmark 10-year Treasury note
ended modestly lower for the week, pulled down in
part by the news of the pause in the AstraZeneca
trials, according to T. Rowe Price traders. (Bond
prices and yields move in opposite directions.) The
broad municipal bond market was little changed
through most of the week.
https://www.troweprice.com/personalinvesting/resources/insights/global-markets-weeklyupdate.html#US

4/9/2020

31/12/2019

Week/Week Year-to-Date

27,665.64

28,133.31

28,462.14

-1.66%

-2.80%

S&P 500

3,340.97

3,426.96

3,234.85

-2.51%

3.28%

NASDAQ 100

11,087.40

11,622.13

8,733.07

-4.60%

26.96%

FTSE 100

6,032.09

5,799.08

7,542.44

4.02%

-20.02%

Euro Stoxx 50

3,315.81

3,206.59

3,748.47

3.41%

-11.54%
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USD Foreign Exchange Market
•

The Jamaican Dollar appreciated against most
major currencies last week. Our local currency
appreciated 2.41% against the U.S. Dollar
week on week to settle at $2.41 as at close of
trade Friday, relative to J$147.42 per US$1.00
at the end of the prior. Year to date
depreciation has been 8.52%.

•

Since the outbreak of the COVID-19, the Bank
of Jamaica (BOJ) has been proactive in
providing adequate liquidity support to our
local institutions. However, this has been
difficult especially seeing that manufacturers
and
importers
have
been
demanding
additional foreign exchange to purchase raw
materials to carry out their business in
preparations for the upcoming hurricane
season, as well as market players engaging in
precautionary purchasing.

•

For the week ended 11 August 2020, no FX
Swap applications were received.

•

Additionally, US$ 3.00 million matured via this
arrangement this week. The total outstanding
under the BOJ FX Swap Arrangement is
USD67.00 million.

Currency
Pair

11/9/20 4/9/20 31/12/19 Wk/Wk

Year-toDate

JMD: USD

143.87

147.42

132.57

2.41%

-8.52%

JMD:CAD

110.75

111.18

100.70

0.39%

-9.98%

JMD:GBP

187.83

197.28

170.64

4.79%

-10.08%

Unit Trust Performance
•

The Money Market Fund increased 0.25%
week-on-week, the FX Bond Portfolio had
no change in value, the F.X. Growth
Portfolio decreased by 6.71% in value, and
the Real Estate Portfolio decreased by
2.21% in value. The Capital Growth Fund
increased by 1.16 % week over week.

•

Barita's Collective Investment Schemes
("CIS") offer the opportunity for investors to
remain invested in the market at this delicate
stage of the market cycle; moreover, there is
a diversification benefit and opportunity to
have a professional portfolio manager make
the best-in-class professional judgements on
your behalf.

•

The
F.X.
Growth
Fund,
which
is
benchmarked against the S&P 500, has been
outperforming the benchmark given 6.26%
year to date performance relative to S&P
500’s performance of 3.28% . This fund
helps investors to gain exposure to the U.S.
equities market, without taking on the risk of
directly investing in a single company.

•

The Capital Growth Fund suffered the
same fate as our local equity market but
remains
above
the
year
to
date
performance of the combined index. This
is as attractive as securities were also
oversold during the March sell-off and
represented an attractive entry point to
be capitalized on. The FX Bond Portfolio
remains
an
attractive
fixed-income
portfolio,
especially
taking
into
consideration the large retreat from
emerging market (E.M.) securities. With
investors seeking "safe haven" in a more
developed market (D.M.) securities and
essentially selling down their positions in
E.M.
securities,
opportunities
were
exposed for our fund managers to
capitalize on.

“The fool
wonders, the
wise man asks”–
Benjamin Disraeli
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Unit Trust Fund

Capital Growth
Money Market
Income Portfolio
FX Bond Portfolio (US$)
Real Estate Portfolio
FX Growth Portfolio

•

•
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Week/Week
Return

Year-toDate
Return 1 Year
Return

10/9/2020

4/9/2020

76.2851

75.41

1.160%

-21.18%

-16.37%

-

14.7513

14.7146

0.25%

2.68%

3.04%

1.72%

100.00

100.00

-

-

-

2.41%

1.3076

1.3076

0.00%

-2.57%

-0.70%

2.00%

5,675.13

5,803.38

-2.21%

10.31%

47.85%

-

0.9518

1.0203

-6.71%

6.26%

9.80%

-

As the coronavirus continues to impact of
country’s GDP, the Planning Institute of
Jamaica (PIOJ) in its latest assessment of
economic activities reported contractions
across all major sectors in the services
and
goods-producing
industries.
The
agency said that the economy declines by
18% for April to June quarter, four
percentage points more than it had
previously projected.
In PIOJ’s latest assessment of economic
activities, they expect the economy decline
in output between the range of 8-10
percent for the July–September quarter.
This follows contractions seen this year as
a result of the novel coronavirus outbreak.

Yield

•

In April 2020, Fitch had assigned a
positive B+ rating, but five months later
this positive outlook has been downgraded
to stable. The downgrade is due to what
Fitch described as “the likely contraction
in foreign currency income from tourism,
remittances and alumina exports”.

•

US Stocks ended the week lower than the
previous week following a highly volatile
trading week. The tech-heavy Nasdaq
Composite Index declined and ended the
week down more than 10% from the alltime high it reached on September 2,
2020.

