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INTRODUCTION

. Financial markets are defined to include the money market, bond
market, capitel market and the stock exchange. Financial markets
gserve as intermediaries between savers and investors and mobilize a
significant portion of domestic savings and is, therefore, one of the
primary sources of sconomic growth in many economies.

A review of growth rates in a number of countries indicate that
a high rate of increase in investment was usually reflected in a high
rate of economic growth. Studies of six national capital markets in
Latin America showed that relatively stable prices stimulated savings
in financial inscitutions. On the other hand, rapidly increasing
porice levels act as a deterrent to saving in financial instituticns
which c¢can only be offset with the introduction of new incentives.
Generally, the studies indicated that a resasonable level of monetary
stability is one of the main conditions for increasing investment.

However, studies showed that 1investors -decisicns ware also
aifectedlby intanqible factors, such as general confidence in the
‘political ;and‘ SOciai ‘stability-fo£ ‘the ‘country, as well_=as‘—che
effectiveness  of. its. develepment 0011c1es s ) '

t?‘fflcn_ent: flnanc1al markets cend .to’ lncrease- the -amount of
‘sav1ngs transferred<from the publlc ta. Llnanc1al_nnstltutlons which
in turn facllltates the ailccatlon of cesources to. more productlve
fuses ' '

S

Increa51ngly, publlc 1nvestment has become an 1mportant ﬁactor“

im fomentlng flnanclal market development © " That. 1is, public
4nvestments are government savihgs,=def1ned as a surplus of. current
‘revenues over' current. expendlture - In 81tuat10ns of Financial

! stablllty and a- well organlzed flnanCLal market:,. central governments
can flﬂ&ﬂCE? deflc1ts through, non lnflatlonary 1nternal< borrow1ng,.
that is, through attractlng and. dlrectlng prlvate saV1ngs 1nto the
 f£inancing of. puhllc.lnvestment ,‘;}’:’f TR " o ,

Sometlmes, flscal deﬁ1c1ts cennot 'be‘fﬁinanced \throughf non-
Lnflatlonary lncernal or. external borrOWIng and governments have to

resort to the central bank. Thus creatlng or aggravatlng lnflatlonary‘

te

o
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praessures., ThHe Jamaican government was faced with the challenge of .
mobilizing enough savings to finance its investment plan without
generating inflaﬁionary pressures during the pericd 1980 - 1985.

The fostering and development of suitable financial institutions
to attract and collect savings in a productive way is integral to the
development of £inancial markets. Interest rates paid on savings
must also be sufficiently attractive to investors.

For stock exchanges to operate efficiently, the pressure of
legal and administrative measures concerning the supervision of stock
axchanges and joint stock companies including disclosure, proper
auditing and protection of minority stock holders are critical, hence
che importance of the Securities Commission in Jamaica.

It has Dbeen observed that government’s dowmestic debt has
continued to increase over the years, to finance figcal deficits and
to assist the central bank to control the growth of money supply.
Government securities are part of financial markets. Increased or
decreased supply of government paper on the market, therefors,
impacts dewmand for other investment instruments.

It rs‘in'thi .context that this oaper‘ﬁaS‘sought £a examine~uhe

impact of - the\ grow1ng' stock of government debt on'- capltal tnarket

developments in Jamalca durlng the Derlod 1980 - r995.‘ In order ro.
do this, the" paper. is lelded 1ntoﬁfour sectlons- ,
Section I, provzdes the conceptual.oac&grouid regardlng the role

oﬁ flnan01al markets and the economlc reasons Whlch cause 1ncreases
1n governments debt '

Sectlon z, examlnes the growtn.ln domestlc debt 51nce 1980 ‘ The

economic ratlonale for the 1ncreased supply- of government 1nstruments
o1t - flnancral markets 1is also -discussed.

7 Sectlon, 3, analyses ‘financial markecn developments grven. the
1ncrea31ng‘domest1c debt,over the past ﬁlfteen.years '

Section: &, provrdes the conclusron and.prospects wrth respect to

‘ﬁuture developments 1n ﬁlnan01al markets
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SECTION I
CONCEPTUAL BACKGROUMD

The primary functicn of the financial market 1s to raise funds
for investment in long term assets and to provide opportunities for
financial investment. Financial markets provide a wide range of
investment opportunities for potential investors through the money
market {short term), the bond wmarket (medium to long term), capital
market {(long term) and the stock exchange which facilitates trade in
axisting equities and shares. The financial market, therefors, has
the potential to contribute to economic development by ilmprowving the
sfficiency of the financial sector, increasing the mobilization of
gavings, improving the allocation of investable funds and widening
the scope of instruments and risks for investors (Midgley and Barns:
The Capital Market: Its nature significance 1975} .

As the Central Bank. seeks to maintain. an orderly growtn,of‘money
supply, a stable Eourrenoy} and to safeguard ‘the ‘viabeity"of"the
oalance of oayments, tne 1n5t1tutlon often . uses the medlum .of  the

'flnan01al marﬂet to execute icsg. monetary QOllCV Tn this respect the
financial marﬁet fac111tates~tne flnanCLng of. government deficitg as
Cwell as. the lmplementatlon of monetary pollcy . The flnanelal market
eorov1des a means of convertlng' longeternt 1nvestments 1nto llquld
h funds’, therefore g1v1ng a,foundatlon of confldence to the’ process of-
eeav1ng and. 1nvestment - Given these potentlal benefits, governments
in developlng countrles have attempted to promote the development of

flnanCLal markete. ) S _

- Since’ government securltlee form a ‘part oﬁ the 1netrumente
avallable cn the flnanc1al market ‘1ncreaeed or decreased supply of
thase- securltles Wil 1mpact the - demand- ﬁor' other' fund ralelng:

instruments . The;success of government domestlc debt.. operatlons ts

also affected- . by the 1nten51ty of". Central Bank' S. .open market ..
‘operatlone.,r';e“ :1;_.§&;3f3 .;;'A‘j‘ - ;ky‘Ig,i;wu f5‘L~e“ o
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The Central Bank affects the quantity of momey, interest rate
and income Fhrough. the implementation of wonetary . policy. The
purpose of an open market operatlon is to change the available
relative sunplles of money and. bonds and thereby change the interest
rate or yield at which the public is willing to Bhold this modified
compogsition of assets.

Government domestic debt is increased when fiscal deficits are
financed by selling securities to the public or to the Central Bank.
The total stock of government securities constitutes a significant
oroportion of the national dowmestic debt. Issues of government debt
are alsc made to refinance parts of the national debt that mature.

Debt financing substitutes for taxation. It allows
governments to maintain or increase public spending without the need
e legislate tax increases in the first instance. Vito Tanzi and
Mark Shulz in the article "Interest Rate and Goveranment Debt 1391"
adveocate that sudden and temporary changes in tax rates generate
distorticns and thus welfare losses with adverse =ffects on growth.
Continuous debt financing of fiscal deficits can, however, cause tChe
share of public debt in national income kLo grow. As a consequence,
the cost of serv1c1ng the debt.grows especially 1iE- the lnterest rates‘
are high. When the” government uses debt Llnanc1ng-From the publlc to
meat def Clt‘ flnanc1ng requlrements the 1n1t1al contractlonary
lmoact is neutral Wlth proceeds of these securltles ‘Being ewpended g
The 1mpact of aebt flnanC1ng- on money supply expans;on and, the
1nflat10n<rate lS, therefore, neutral 1n che short U,

Tne lmbalance between government revenue and cxpendlture can

'however ‘be’ flnanced oy selllng government securltles to the Central

Bank. Thls ls called money financing, of - the def1c1t . Money
financing. of the government =3 def1c1t hasg- an expaHSLOnary affect. on

.~ money supply as. the payment for the securltles by-tne Central Bank to

the government represents an 1ncrease i money 1n ‘the hands of the

private sector.‘; The: change in the Central Bank™s holdlngS» of
. treasury debts cause a correspondlng change 1n hxgh powered money .
It iee in thls eenee that - the . Central Bank. ‘monetizes the debt :
T(Dornbusch and Flscher— Macroeconomxcs) As a' fesult of - thev
‘lmmedlate lzquldlty and 1nflatlonary'lmpllcatlons oﬁ money flnanc1ng,
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the use of debt rlnanc1ng by government instead of money financing is
usually Vecommended ’

The fiscaliand monetéry pbiicy being pursued will affect capital

~demand and thus. investment spending. A high tax, low govermment -

spending policy keeps the real interest rate low and encourages the
demand for financial instruments and, therefore, investment spending.
A high government spending, low-tax policy that produces large
deficits raises the real interest rate and discourages the demand for
capital.

Monetary policy, however, impacts on the demand for financial
instruments by affecting the market interest rate. Restrictive
monetary policy which implies an increase in cthe supply of government
securitiss in zhe £financial wmarket leads to higher and wmore
attractive interest rates since the government faces competition from
alternative investment opportunities. Consequently, investors are
ancouraged to switceh financial resources from high risk investments
activities for example, the stock market investments, to risk £res
government paper.
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) SECTION II
ROWTH QF DOMESTIC DEBT I 1

- A country's domestic debt will grow in the context of fiscal
deficits which are -continuously financed through the issuing of
government securities. In addition, as the monetary authorities or
Central Bank attempts to use indirect instruments, especially open
market operations, to control the guantity of wmoney, interest rate
and income, the government may have to issue domestic debt where
there 1is an absence of Central Bank instruments. Thisg chapter will
examine the growth in domestic debt through the wmain debt
instruments, Treasury Bills (short term) and Local Registerad Stock
(medium to long term). The economic situation which has contributead
20 che debt stock expansicn will also be discussed.

3 -1
In the main, the growth in government domestic debt during 1980-

85 occurred Lo nund the perSLStent budget deficits of the cantral
government ThlS debt was malnly lH the form of Local Reglstered

- Stocks and Treasury BlllS Durlng the review perlod,“cent ral

government sustalned deflolts ranglng rrom anprox1mately 10% of

- nominal- GDP irm. FY 1980/81 peaklng ar 17. 7% of _nominal GDP in FY

1983/84 and decllnlng to 7. 2% ‘of oomlnal GDbP lﬂ BY 1984/85 ‘Closer

_examlnatlon of the flscal deflCltS revealed that, = with fthej_
B exceptlon of 1984 all flscal deilclts were flnanced by resonrces‘
| from the-domeetlo.banklng system Dlrect loans from the cantral bank
ialso fa0111tated deficit flnanc1ng' ‘during this. perlod, The total

outstandlng' stock of government securltles 1ncreased‘ by 227 6%

between FY 1980 and FY. 1984/1985- Dlrect government, loans with
:commerc1al banks decllned 51gn1ficantly from J$23 mllllon in- 1979 to
-J$5 mllllon 1n,1986 S ‘ : ’

3 Between.1980 1985 monetary pollcy operatlons of the Central Bank
relled heavnly OrY. dlrect controls, malnly'through varlatlons ln the
reserve requlrements whlch,applled.to commerc1al banks and ﬁlnanC1al
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intermediaries registered under the Financial Institutions Act and to

a lesser extent the Bank fate) Tﬁe Banlk rate was then the bhenchmark

interest rate in the fiﬁancial system. The reserve requirement
comprised of a cash reserve ratio and a liguid assets reserve ratio.
The liquid assets ratio  was ‘cempfised of short-term government
Treasury Bills and Local Reglstefed Stocks with maturities of ninety
days or less. The liquid asset requirement for commercial banks and
Licensed Financial Institutions ranged between 34.5% tc 48.8% and 15%
to 20% respectively during 1980 - 1985. The mandatory requirement of
the commercial and near banks to hold statutory reserves above levels
raequired £for prudential purposes, provided a captive market for
additional financing of the government deficit. This meant that lass
redit was available to the private sector. Where credit was
avallable, 1t was =xtended at relatively high intersst rates Lo
compensate f£orxr the relatively lower interest rates on Treasury Bills
as well as the non-interest bearing cash reserve ratio which

financial institutions held to satisfy the statutory ligquid assets
requirement.

To the extent that £funding of public sector deficits was
effected through the liquidfasseﬁ requirement, the development of an

‘actlve and broad based capltae market. Was. retarded. In additiomn,.

government securltles cauld not he used bv Lhe centrax bank. in. the

conduct . of monetIry pOLlCY because the 1ntereet ratges. o these

:-wnstruments wera: not completely market deterMLnea but reflected the
_need of the *nstltutlons to complj w1th llquld assets requlrements
. Theu Central Bank therefore had~ to resort, tO' the use oﬁ direct
-glnstruments.» ThlS led to an entanglement of wmneta;y aﬁd flscal;u

B

policy.

As a result efforts wers made in. 1985 To: reform.the ilnanCIal

system,WLth the aim- of restorxng the Bank of Jamalca ta- 1ts primary
ifunctxons ' The‘prlnc1pal ob]ectlve of the flnan01al refarm was to:

C - Separate monetary and flscal pOLlGleSL
'f’\ ellmlnate dlstortlons In, the flnanCLal market
- create a. Flscal and Lnstltutlonal env1ronment Wthh
would strengthen'the money “and capltal market-f

Thig flnanc1al reﬁorm whlch was evolved w1th theea351sﬁance of;

3
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the World Bank sought to emphasize bage money management by the
Central Bank. Base money management was to be effected through open

market operations. Since interest rates con governmernt paper were not

completely market determined, the C(Central Bank in. November 1985
‘introduced, 1ts own instruments called Certificates of Deposit which

were to be used extensively Lo control monsy supply.
In addition, efforts were made on the part of the autborities to
reform fiscal operations, with the aim of controlling fiscal deficits

through increases in revenue as well as reductions in expenditure.

1986 - 1990
During 1986 - 1988, the growth 1in domestic debt mainly
facilicated the £financing of fiscal deficics. 2ost 1988, saw

increasing government domestic debt to assigt wicth the absorption of
Liguidicy stemming £rom unspent reinsurancs flows in an eavironmentc
which mirrored speculative forces, and led to depreciacions of the
Jamaican currency.

The central government operaticns resulted in deficits in FY
1985/1986, 1986/1987‘-and2.1988/1989 {gee  table II). 'These~'deficitsw
were. mainly - financed by the- -domestic banklng‘ system’s: rncreased,

3‘_ holdlngs ‘of government eecurltles i However, 'in FY 1988/1989 after
the advent of Hurrlcane Gllbert _external loan‘rnflows helped.tO'

offeet the shortfall in government g -revenues. The internal domestic~

“deot of ‘the. country as: measured by the- outstandlng nomlnal stock of -
;Treasury Blils and Local Reglstered Stocx grew from,39 Sf'of raal GDP
‘at the end of FY - 1984/85 ‘to 48 7¢ of real Gpp Ly the ‘end of FY

1988/1989 . VOtw1thstand1ng the 1ncreased domestlc debt at the end of
Y 1987/1988 the Elecal budget attalned a small surplus resulting
from lncreased revenue 1nflows - The. ligquid asset requrrements

related to—commerc1al banks andeLlcensed Financial Instltutlons were

:reduced from 38“ and 25% . at the end of March 1987 Lo 25% and 9% a

the end of Warch 1988 respectlyely, c0n51stent wrth the objectlvee

of the- flnanc1al sector reform programme ' , ' ,
The. Central Bank 1ssued 1ts own, Certlflcates oi Deposrt Lo

control llquldlty 1n the flnanc1al system

i HOWGVeEq ln.the absenceff“'
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of sufficient instruments to undertake the required level of open

-market operations, the government increased the Treasury Bills
_geiling from $2.5bn to $3.5bn‘in October 1988 to assist the Central
Bank in absorbing liquidity from the system. There was an increasing

emphasis on indirect wmonetary controls in the post September 1988
period: consistent with the agreement of the financial sector reform
programme .

High levels of liquidity associated with the post hurricane
period starting September 1988 continued into FY 1989/1990. The
rasult was an increase in normal credit demand due to:

- post slectoral resumption ¢f investment;

- continued post-hurricane re-tooling;

- shortening of payments via car 1mporTt programme; ‘

To prevent adverse Dbalance of payments <consegquencas, the
Central Bank pursued a restricrive monetary policy through aggressive
open market operatiocns. Government continued to issue Treasury Bills

and Local Registerad Stock to assist the Central Bank in containing

Cmoney supply and ultimately the inflation rats. In addition, credit

ceilings were imposed on financial institutions and the £floor on

saVIngs dep081t rate was 1ncreaeed by 5%. This translated intag

-.jlncreases An.alil lnterest ratee { The outstandina stock of government
’1nstruments decllned to. 44 7f Gf real GDP :in FY 1990 reflecting a

4.2% decllne ever the nrev1ous flecal "year‘ This decline in

government, securltles as a. percentage of real GDP - was, however,

‘ partlally offset by ‘an, 1ncrease ;in the “outstanding stock of
_Certlflcates Gf De9051t to the extent of 0 A% of‘ﬁeal GDPE by tne;ehd;

Warch 1990 _— 1 ‘ S B
For *thel first three“'quarters of FY 1989/1990 central
government "’ s operatlons resulted in a def1c1t This must, however, be

rev1ewed agalnst the: background of 1ncreased expendlture following
the hurrlcane of, September 1988 The growth ln*government and Bank of

eJamalca 1nstruments reflected the attempte eﬁ the autherltles to stem

the growth of llquldlty prOVlded by*unspent relnsurance flows .




During the period 1990/1991 to 1994/95, central goverument

operations generated surpluses.'_ Notwithstanding'the attainment of
fiscal surpluses, government domestic debt grew dramatically between
1991/92-1994/95 . In FY 1990/1991, the fiscal surplus was 2.7% of

real GDP, declining to 2.3% of GDP at the end of FY 1991/1992 and
henceforth increasing steadily to approximately 3.6% of real GDP by
the end of FY 1994/1995. The expansion in the goveranment domestic
debt from 28.6% of real GDP in FY 1991 to 32.3% at the end of FY 1995
was mainly to assist the Central Bank in the control of money supply
and ultimately to reduce the rate of inflation. The inflation rate
had spiraled in 1991/92 due to sudden fluctuations 1in the exchange
rate vresulting from the liberalization process in September 1591 and
unprecedentad levels of private capital inflows, particulariy in FY
1994/1995. The higher than programmed private capital inflows led to

a significant over performance in the accumulation of the DNet

International Reserves of the Bank of Jamaica. This Cfastexr
accumulation of foreign zreserves fueled'the‘growth in money supply
and necessitated intense open marﬁet act1v1ty ag well as an " in
crowding “  from -Elscal operatlons ‘As & resu;t the government

1Ssued Local Reglstered Stocks and Treasury Bllls to qeutrallze the
llqulalty 1mpact of - the Net Internatlonal Reserve accumulatlon The

1§roceeds Erom the- lssues of these eecurltles were then sterlllaed in
=the Bank of Jamalca ‘

The llberallzatlon. of the flnanCIal. systent commenced ln the

fmlddle of 1990, By September 1991 the llberallzatlon process was

further advanced by the abolltlon of the Exchange Control Act  and-
the 1ntroductlon,of a flexible- exchange rate- to be determined through

a forelgn exchange 1nterbank system, 'Thls meant that the. 1nterplay.‘
of market forces gu1ded. by the . dlrectlon of the Central Bank'

lmplementatlon of monetary pollcy would determlne ‘the. exchange rate.
' The measures 1mplemented by the~Central Bank Lo curtall money-
supply . growth durlng FY. 1991/1992 malnly 1nvolved the use of open

market operatlons through the 1ssu1ng of Bank of Jamalca Certlflcates{ .
- oﬁ Depos;t As the monetary stance af the authorltles tlghtened hefs“"
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welighted average rate on Certificates of Deposit moved from 18.14%
in June 1991 to 44.35% in December of the:éame year: The ceiling on
Treasury Bills was increased from $3.5 billion to $4.5 billion in
August 1991 to assist with the absorptibn‘ process and to offset
increases 1in expenditure <costs as a result ~ of devaluation,
particularly as it affected the repayment of external Jdebt. Treasury
Bill discount rates increased from 15.24% in June to 35.06% by the
end of Deceamber. Speculation ifriggered the depreciation of the
exchange rate from US$1.00 = J%$8.61 at the end of March 1991 to
US$1.00 = $27.38 at the end of March 199%2. Concurrently, inflation
accelerated from 28.26% at the end of March 1991 te 105.7% at the end
of March 1992.
By June 1992 the exchange rate was revalued to USS1.00 = $22.35
as a rasult of the continued tightening of monetary policy and a
bhroad-based show of confidence led by a wmajor £foreign exchange
supplisr. The Central Bank continued to pursue aggressive open markeat
operations during the £first half of the year in an attempt to
maintain exchange rate stabilitcy. The decision was also taken by
the government to rely less on Bank of Jémaicafs‘Ce*tificates of
Deposit and to. introduce wore. af 1ts QwiL 1ﬁstruments in the control
of llquldltj' Bank of Jamaica's Certlflcates of DEpOSlt stock
‘therefore, decllned, £o. $3 4 - pillion and was offset by 1ncreased
offerlngs of Local Reglstered Stock by the>government the proceeds
of. which were sterxllzed in- the Central Bank In thlS ‘scenario, the’
- nomn-cash. Dortlon of ‘the llquld assets ratla was 1ncreasea o brlng\j
the banklng systems total statutory llquld assets requlrnments Lo 501
'by June“ RS Interest xatas omn - securltles and consequently “other
dep051t 1nstruments rose by 10° by December- 1992 L Subsequently, with
- tHe raturn of relatlve economlc stablllty Treasury Bill vyield rates.
fell from 43 32° in January'l9§2 to. 19. 52» 1n,March 1993. At the. end -
rof 1992/93 polnt }to pomnt 1nflat1an was 21. 09° - Ecrelgn exchange .
cathal. lnflows also &xceeded orlglnal estlmates, Vprovldlng 1n0neyﬁ
-growth and supportlng trade -on the aqulty market _  ' | .
Wonetary pollcy tightened durlng the: second half of 1993 agalnstﬁ
the bac&ground of strong Lnflatlonary exgectatlons,wrlslng domestlc .

‘and w1den1ng external"
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current account deficit. Average yield on government Treasury Bills
which was. 25.0% at March 1993 rose to 42.5% by December 1993. The
axchange rate de?reciated to US$1.00 = $32.?0‘end iﬁfiation for the
first nine months of FY 1993/1994 was 26.8%, nine percentage points
above the rate attained during the corresponding periocd of 1992/1993:
Conseguently,  commercial bank’s lending‘ rates - increased to
unprecedented levels from 46.4% in December 1992 to 61.3% in December
1993 . Concurrently, by March 1994, gross internal domestic debt rose

o 21.9% of real GDP as the government issued securities in support

of the central bank’s monetary programme.

The central bank continued pursuit of a restrictive monetary
policy was accoﬁpanied by high interest rates in March 1994. The
vield on government short-term securities peaked at 52%. However,
interest rates were raduced as inflationary expectations weakened
with a noticeable reduction 1in short-term vrates by the end of
1994/95. Open market operations were implementad through reverse
repurchase agreements and to a lesser axtent Bank of Jamaica's
Certificates of Deposit which were fully phased cut in March 1995.

Wwith the elimination of <Certificates of . Deposit, reverse
repurchase egreements were the prlnClﬁal tool ot open - market.

oneraticns whlch were utlllzed bv the nonetary authorltles .' Open

fnarket operatlcns were undertaken ‘to rhrther secure an. ECDHOMLC\

Foundatlon that weuld faC111tate sustalnable growth i the medium

=.,eacm in a altuatlon where foreign - exchange 1nrlowsz and the:

LI

{accumulatlon of ﬂet. Internatlenal Reservea contlnued to exceed
targeted. levels The govennment lssued, Local Reglstered, Stock. 1n
‘\csupport of" monetary pOllCY to neutrallze the llquldlty 1mpact ‘af the'

faster than programmed, accumulatlon oﬁ the = )Neti ‘International
Reeerves In order to ensure llquldlty neutrallty the proceeds Qf’™-
thase securltles were sterlllzed 1n accounts 1n the Bank: of Jamaica
as was prev10usly mentloned ) '

. With the resurfac1ng' of speculatlve elements lﬂv the Eorelgn.

exchange market \th tlght msnetary stanceh of the ,authorltles-‘

1nten51f1ed ‘in August 1995 'employlng both dlrect and indirect

flnstruments. fSelectlve spec1al deposmt requlrements Eor hanks were
intraduced, ‘Wthh constltuted the holdlmg of cash and/or Treasuryf




i
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Bills inm the central bank. This was in addicion to the existing
‘Statut"or‘y'liquid agset ratio of 47%. By March 1995, the outstanding
stocks of Local Registered Stocks and Treasury Bills amounted to
23.5% of real GDP and 8.8% of real GDP’respe%;tivély.
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SECTION IIT
FINANCIAL MARKET DEVELOPMENTS
1980 - 1985

Financial markets assist the process of financial intermediation
by wobililizing savings to satisfy the financing requirements of
domestic investors. Government securities, the main component of
domestic debt belong to the group of instruments that are traded on
financial warkets. Increases or decreases in these instrumentcs on
the market will affect the demand for other £inancial instruments.

The expansion in domestic debt during 1980 - 1985 facilitated
the financing of fiscal deficits. This period was also characterized
by the availability of a narrow range of instruments on the financial
market . These scarce i1nstruments included government cof Jamaica
Treasury Bills, Local Registered Stocks, commercial bank short-term
deposits and short-dated instruments of life insurance companies.

The 127.7% growth in the outstanding stock of Treasury Bills
during this pericd, therefore, contributed to the develcpment of the
money market as wmore short-term. instruments were avallable for
trading on the market

The outstandlng stock of Local Reglstered Stock grew by 217%

:_over the reVLew period, suggestlng an expan51on 1n medium. Lo long
term lnvestment opportunlules. The bonds had a maturlty pericd of
‘approx1mately ,LD _years, as Lhey were \malnly ‘issued to foster

development e 3'”' : ”:Vfﬂ e .

. With respect to- developments i@<ethe ucapltal market in
partlcular, bulldlng Soc1etxes anﬂexpansxon iﬁ the Jamalcan dollart
velue of new mortgage‘loans was\observed, In March 1985, bulldlng

societiesrpfovided a. total of $24.5 millien in new loans compared to

$14 .5 wmilliom ln Warch 1980. leen that lnflatlon,fate over this:

perlod 1ncreased,by 6 percentage p01nts, the lncrease in new- lcans i,
the capltal market in terms af volume could.beASLinflcant

It lS also lmportant gote! note that thle perlod was. characterlzed

by the crowdlng out ef prlyate sector credlt by the- public sector‘

through the\ 11qu1d. assets requlrementq - This also 1nh1blted the;.
development of an actlve and broad hased,Capltal market as govexnmentfﬂ
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savings were almost non-existent during this period.

In addition, during the raview period, ;goverﬁments ‘borrowing
from the domestic banking system did‘not reflect the opportunity cost
of funds in the ecomomy as government instrument yields were
relatcively noncompetitive. Consequently, the efficient conduct of
open market operations by the central bank was inhibited.

Cn the part of the stock exchange, money creation resulting from
the accessing of direct central bank loans by the government, couplad
with the existence of a limited range of alternate investment
instruments facilitated a strengthening of trading activities.

Stock market activities strengthened during 1980 - 1985
reflectad by growth in the stock exchange index from 56.8 paoints at
the end of March 1980 to 839%.3 points at the and of March 1985. In
additcion to the accommodating macroeconomic environment of 1980 -
1985, stock market activities must be viewed against the background
of poor performance during 1974 - 1980,' a vericd which was
characterized Dby expansion of the state sector, economic and
political uncertainty and a general lack of private sector confidence
in the =sconomy. The resurgence of activity reflected the return of
confidence, in the economy which was also assrsted,bv the hlgher than

\expected. profit Tevels oy enllsted. companleS‘ 1n, r983 'as well aS*.
improved:- 1nformat10n via the print media- reqardlng the stocx market
-and, analyses of companies flnanc1al starementsr>_ | |

R S "1:98'6~—"l1290‘

Asg. was prev1ouely'ment10ned up to 1988 the lncreased supply ofw
government securltles g flnanc1al markets fa01lltated the flnan01ng
of fiscal - def1c1ts Interest rates on Treasury Bills werg wmore
reflective of the- market followrng the pr@gramme of flnanc1al reform

" The lntroductlon of . Bank. of  Jamaica Certlflcates of Bep051t in
November 1985 to. 1mplement openxmarket operatlcns, wzdened the range

of lnstruments avallahlek in the. money' ‘wmarket. Coupled, with the

.'lncreased supply 1n Treasury Bllls, the. lntroductlon of this new Eankf,,
of Jamalca 1nstrument facrlltated further development of the money

market. durlng the 1986 1990 perlod
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The 388.3% and 103.8% increase in outstanding stock of Treasury

Bills and Certificates oﬁ\Deposit respectlvely, reflectad. a faster

growth in money market activities when comparad to that OE the bond
market. = In the relatlvely unstable wmwacro economlc“envrronment,

varticularly -after September 1988, the outstanding stock of Local”
Registered Stocks grew by 61%, when compared with the growth in
Treasury Bills and Certificates of Deposit, showing a shift from
medium term to short term borrowing by the government.

With respect to the provision of new loans, at the end of March
1986, there was a 28.4% decline in the wvalue of loans provided by
building societies compared with March 1985. However, between 1987 -
1990, the wvalue of new mwortgage loans increased by 269% having
increased from J330.8 mwmillicn at the end of March 1987 o 8113
milliion at the end of March 1%90. During the same period, the
SJamaican dollar depreciated by 22.2% and would have filtered into in
the price of housing units. Theresfore, the percentage increase in
the number of new units could be lower than that reflected in value
cerms.

By 1990, tﬁe intensity of crowding out of private sector credit
by the publlc sector declined, slowly. The- intensity di privata

sector crowdlng’ out aecllned from 569 in- 1985"to 49% '1n 1990

,suggestlng a 7% 1ncreasa i avallable credlt to the Drlvatﬁ sectDr

Stock market actrvrtres decllned up.- to- Warch 1988 Cornc1dent

- owdche ¢ theu, 1ncreased competltlon from aLternatlve iﬁvéstmenr-f:

21‘1nstruments on the flnanc1al market ‘ In addltlon the stock marketf
{act1v1t1es reflectad 51mllar experlences throughout theﬁ flnanc1alﬁj

r-world partrcularly fdlloW1ng tHe: hrstorlc and., dramatlc developmentl'

on the New Yorkustock Exchange‘whlch occurred 1n October 19, 1987

Dasplte the 1ncreased supply of government paper’, and Bank of.:-
Famaica Certlflcates of Deposrt on- the flnanc1al market becween 1989':
ﬂiand 1990 to control the escalatlng growth of money supply and to

protect the exchange rate:. ,stock market act1v1t1es strengthened The f

stock market performance was assrsted by‘tha exrstlng hlgh 1evels of,‘
-lquldlty ln tha.economy; .as well as the relatlvely high - 1nflatlonf:
7rates As a result ‘the stock market index.. lncreased from 1777 96 ar

the end of, March 1989 to 1904 43 polnts by March 1990.




This period was oﬁéraooerized by wore effigient central
government operations. whieh resulted in the attainment of Ffiscal
surpluses. The increase in domestic debt was mainly to assist in the
control of money supply and the inflation rate which resulted from
the intensification of the liberalization process in September 1991
and the unprecedented private capital inflows which occurred in FY
1994/1995,

During this period, thers were significant developments in all
facets of the financial market. In the money market, tChers was a
258% increase in the outstanding stock of Treasurv Bills between
March 1990 and March 1995, Money market developments wers also
assisted by the central bank’s policy cthrust which svolved during

1993 to vlay an actcive role in fostering the development of this

markec. In 1992 «the central bank was 1issued with marketable
government securities toc cover prior vear losses. These securities
wera ma*nlj in the form of Local Registerad Stock. It was thought

that the development of a vibrant _money =marke.t winich traded in

Government of damaloa seourl, 28 was essential i reduolng the

=dependence of LlnanClal lnstltutlons oy the Bank of Jamalca ﬁ@r dav-
. to-day 1lqu1d1ty support . The Bank’s holdlng of a large stock of
: marketable securltles facllltated the development of thle marxet

ConSLStent w1th lnltlatlves- to develop the money markeat. 1n;
general ‘Bank of Jamalca also actlvely encouraged. development of
secondary market tradlng Coneequently, ln_Aprll 1994, seven,prlmarykw
dealers were app01nted : These prlmary dealers were expected to be'

. market nmkers, Lo prov1de underwrmtlng support for . new issues of
;Government of Jamalca and, Bank of . Jamalca securltlee as. well as
‘“—Secondary market llquldlty These :lnanC1al Lntermedlarles ‘were ‘the.
" media through whlch the central. bank conducted dally' lmquldlty,,‘

_management v1a reverse repurchasertransactlons The Bank of Jamalca

alsc widened - the range- of eecurltles .that could ‘Be used . for

;-repurchase transactlons to 1nclude Local Reglstered Stocks and Equity
B Bonds and’ removed the llmlt'to the number of repurchases Wthh could\-
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be granted to each financial institution per month. Repurchase
agreements were transacted:with<the central bank as well as on an
interbank basis. -

By March 1994, open mafket"operations were implemented through
reverse repurchase agreeﬁente involving government Treasury Bills,
Local Registered Stocks and to a lesser extent Bank of Jamaica’s
Certificates of Deposit which were fully phased out in March 1995.

Ry 1995, reverse repurchase agreements were the principal tool
of open market operations which were utilized by the monetary
authorities to further secure an economic £oundation that would
facilitate sustained growth in the medium term in a situation where
foreign exchange inflows and the accumulation of Net International
Reserves continued to exceed targeted levels. Qucstanding reverse
rapurchase agreements grew from $1.5 billicn at the end of June 1994
o 53.5 billion at the end of March 1995.

Investment opportunities on the wmoney market were Ifurther
broadened with the emergence of commercial paper wmarket in 18S2.
This wmarket emerged at the peak of high inflation and high interest
rate in 1992. Fund raiserS‘were able to cobtain financing through the
commercial paper. market -an.alcernatlve to: expen81ve commercial bank
Icans,. an‘=outcome Cof he; restrlctlve monetarv - stance of the
authorities. - Latest avallable statlstxcs showed that commerCLaL'

- -paper. act1v1t1es grew. fxom approx1mately l O bllllon 1n uune 1994 to

apprOXLmately 4.0 bllll@ﬂ,ln December 1994 ..
‘ ACClVlt;ES omn. the bondimarket also Droadened durlng thls period,

?fw1th the 1ssue of new debt 1nstruments by the government "In the
) early 1990; '8, varlable bonds were 1ntroduced to the financial market

1ndlcatlng'a Qreference for’ longer term flnan01ng on- the - part ‘of the
government The lnterest rate o thls»hybrld lnstrument was linked

Ato that of TreaSury Bllls whlle oiferlng & longer term,lnvestment‘

optlon

Relatlve stab&llty a7 the economy enahled tﬂma Government oﬁ—

i{Jamalca £o. ﬁloat & US$20 0 mllllon bearer bond ln September 1993.

This- 1nstrument was =Y domestlc placement to faCllltatE the Elnanc1ng

off developmental pro;ects ThlS was prlmarlly‘taken up by flnanc1al
) lnst‘;:f.tut::!.ons. R BNt LR e
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In the capital market new mortgage lcoans increased in value from
$158.4 million at the end of March 1391 to $648.6 million at the end
of March 1995. This growth in the value of mortgage financing must,

 however, be viewed against a 78.6% depreciation in the local currency

over the same period and an inflation rate of 21.2% as well as
increases in nominal lending rates which would impac: negatively on
cost. |

The stock wmarket activities continued to record increased
trading activities up to March 1993 although the stock of government
and Bank of Jamaica instruments increased in the market.

‘The index grew rapidly from 2912.98 points in March 1991 to

7176.55 points in March 1992 and increased further to 27809.94 points
in March 1993. This growth in the stock market was facilitated by a
rapidly depreciating Jamaica dollar which accelerated inflation

Although the nominal interest rates on the alternative
investment instruments were atctractive ,real rsturns were =ither low
or negative. Investors therefore showed a preference for high rigk’
invegstments dus to expectations of an inflationarvy economic
environment.

Wwith further tightening of the econony ' in. 1993/94, there was a.
demonstrable decline in. stock market activities reercted“inuéhe

”movement in the 1ndet from 27809 94 001nts at the end March. 18937 to
f114738 04 p01nts at the end Of March 1994 In addltlon, lncreased‘
‘,:aemand far flnan01ng' by the ‘govevnment throuah i"he issue' of debt
"lnstruments led to lncreased Lendlng rates Inflatlen rates werezf
;also decllnlng, proVLdlng 1nvestors w1th greater real returns on. less
'{zlsky 1nvestments,, such to be - found. in. the commerclal oaper‘
1:market Real. returns on. these 1nstruments were purportedly higher

.than that offered By the:commerclal banks whlle prov1d1ng norrowers
’ Vw1th‘a relatlvely cheaper source: of funds..

The stock'market actlv1t1es; howeverr rebounde& in 1994 - 18995

as reﬁlected ln the 1ncrease 1n the 1ndex from 14738 04 points in

March 1994 to 19537 69 1n March 1995. ThlS was - fac1lltated by an

elmproved ecenom1C‘enVLronment reflected\ln the decllnlng ( 1nflat10n
]rate and the relatlvely stable exchange rate.i~- Interest rates
: decllned ln sglte of the 1ncreased supply of gevernment 1nstruments,
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on the local financial market to assist in the control of money
supply growth resulting from the faster than programmed accumulation |
of Net International Reserves. »

In addition to thé relatiVél& stable macroeconomic environment,
the introduction of the Securities AcCt in December 1993, and the
astablishment of a Securities Commission in 1994 to supervise and
ragulate the capital and money market, encouraged confidence in the
stock exchange. The fact that open warket operations werse ncw being
implemented by the central bank through reverse repurchases and
repurchase agreements which did not reguire incremental issues of
securities encouraged the perception of futurs =conomic stability.
The repurchase agreement provided short term f£inancing to financial
inscituticns in addition to the encouragement of inter-bank borrowing
thereby eliminating some of the competition in the markst.
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SECTIGN IV
CONCLUSIONS AND 13’R()SI?ECTS

In the pre 1985 period, Ehe‘domesticldebﬁ grew in response to
government financing requirements:. The government also utilized
central bank loans which led to moﬁey' creation. The range of
investment instruments on the financial market was narrow. Increased
domestic debt, therefore, facilitated higher volumes of investment in
short term and medium to long cerm instruments. During this period,
stock market activities strengthened.

From 1985 onwards domestic debt grew to finance figcal deficits
ag well as to facilitate the attainment of the financial vraform
Drogramme objectives. These objectives were to:

- geparate monetary and fiscal policy;

- eliminate discortions in the financial markert;

- create a fiscal and institutional environment

which would strengthen the money and financial markecs.

With the implementation of £inancial reform, interest rates on

government paper were warket determined which meant that the costa

of 'government barrOW1ng reflected market ‘rates. - Further, the

government had to compete Nlth other entltles to aceess Credlt New"
-instriuments were also lntreduced by the Lentral Bank ‘Jldenlng the

range of lnstruments avallable in: the flnanc1a1 market . During 1986

- 1990, there was a sharper grcwtn i money.. market activities when -
-compared to. the: bond market In, value‘ terms,e capltal market
anestment 1ncreased but the, depre01atlon of he exchange rater~

'suggest & decllne in- terme of volume‘

‘Stock market act1V1t1es strengthened between 1980 :Marchf1988

- hut decllned -subsequently due to. lncreased competltlon - from
' government and Bank of’ Jamalca 1nstruments, and- more smgnlflcantly,:

the dramatic fall- out on the New YOrk Stock Exchange.

The post 1988 perlod saw lncrea51ng gevernment debt to a381st
the central bank w1th the absorptlont of llquldlty' stemmlng from
unspent re1nsurance‘flows 1n a 51tuatlon where the Jamalcan currency

;was depre01at1ng - This. perSLStent lﬂStabllltY 'xthe ﬁorelgn

exchange market was exacerbate' byfthe 1n£en51f1catlon of ﬁln&ﬂClaI'
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liberalization in September 1991. As a result, the inflation rate

) increased~and peaked in March 1992 at 105173%,resulting in negative

returns on banklng‘ instruments. Stock ;mdrket ‘tfading, therafore,
boomed during this period reflectiné expectétione‘ regarding the
economic env1ronment. . ' :

' By 1993 further Signs of the broadening‘ef'the pond market was
avidenced with the guccegsful introduction of hybrid variable xrate
bonds and the floating of a US$ bond by the government of Jamaica.
However, with the growth in the commercial paper market and an
improvement in the economic environment, by March 1994 trading on the
stock market started to £all. The supply of government securities on
the market increased dramatically between 1994 - 1995 reflecting
attempts on the part of the authorities to control the money supply
growth wihich emanated from the vapid growth in the Net Intsrnational
Reserves. Through the reigsuing of its holdings of government
securities the central bank was able .to implement open market
operations more sffectively. In this relatively stable economic
environment stock market activities strengthened.

In summary the expansion in the government’'s domestic debt

- “mnacted p051t1vely an- the development, on ElnanCLal markets as,
,fGlTows. I - - o Enﬂ" '

- “1mproved“‘ ehe-‘ ailoéatidn:gfdf”:lifﬁeéeiai;'iresoéreesfl"
N ;through the market mechanlsmq  ' “'f;*"t: C 7
fiévfjincrease in=-them range Qﬁ.Uﬁihépc@ei\\ipstruments_
"’ 'in fhe financial market J?v,fij(  SR
'jfi'ﬁac111tated fthe development |o£@;eebon§ary1“tradiﬁg'
HV}Eln government pager, l~1,rﬁ_- V‘;fiéiie?gfé?zrﬁ_”arfh
=~ - increase’ .in the :numbeﬁ*_dfffiné@iﬁﬁtieﬁs=“in-»the
: ﬁlnanclalxmarket;g w,-!:- : .r‘-. , R
- faéilitate:‘ ‘more " ‘eﬁﬁicieﬂt:,,ligu;diéy ;Fmanegement
| \by‘the central pank; ' . "'f”‘7?T ”:q'):- R
-The‘s@gck{market, 1n nartlcular, strengthened when-
e =ﬁarro&; range VOELF 1nstruments,w:iﬂgeethef”'Cagital .

. eéonomic >;imbalanees' Wthh r‘caused Jexpansion - im. -
money supply'and 1ncreased 1nflatlon,,'1"' ' “ '
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political stability;

relaxed monetary stance; .

introduction of Securities Act in December 1993;
agtablishment of Securltles Comm1551on

i 1994 .

However, the increasing Qavefnment. domestic debt may have
stified developments in the capital market, where new loans are
mobilized for long term investwment. Data suggests that in periods of
high domestic debt growth, particularly tfo assist in the implementing
of monetary policy since 1988, the broadening in this market may have

been hindered. Developments in this market could have been hindered
due co:

- oeriods of macroeconcmic instabilicy since
1983 due ole] nigh lavels of ligquidity,
axchange rate instabilitcy and nigh inflation
rates. The resulting restrictive monetary  stance

of the authoritcies Lo corract thegse  imbalancesg
usually led to high nominal interest rates which
impacted on coverail . lending rates which could
have impacted nsgatively on‘ the}=access1ng ST new
loans - for ‘cdnstrﬁetidﬁ o - mortgages co neme a
few. S o 1:} L : |
o= .;ConEiﬁ@ed: {high** useg'=0f, domestec *etedit - by tﬁe:
L public secter' _ Desplte .the reduetion in - the
;lnten81ty of - orlvate sector' crcwdlng out from 56%
n 1985 to 49% im 1995 th:Ls level of usage “of
‘dOmestie ‘credit. by the publlc sector ig still toa
‘hnigh. T R |
In 'Eerms~-oﬁ“ Stock exchahge 3develo§mentsi when macroeconomic
,Stablllty was attalned and the- oerCeptlon of low: 1nflat10n existed,
tradlng act1v1t1es were tempered ‘_‘ o
' For the future, financial: markets are expected to contlnue to
assist  in nthe allocatlon of - 1nvestable funds-/;. The contlnued

- development. @f the flnanc1a1 market espec;ally its. expanSLOR w1th1n‘

the reglon should be encouraged to=;9rov1deurlong term- economic

-'-;development . ?“"7e=jf_
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The attainment of a low inflation rate .as well as the
maintenance of a stable exchange rate should bring about further
economic stability and confidence in cthe Jamaican economy, two
critical elements for economic growth and development, which would
further snhance financial market development. = |

Confidence 1in cthe political and social stability are also
important prerequisites to mobilize savings and foster an effective
and active market.

In addition, the maintenance of prudent fiscal management which
facilitates the generation of public sector savings will Zurther
ancourage the continued develcopment of the financial market.

Finally the attainment of the correct mix of economic policies
Co attain macrceconomic and social stakbility in the long run, weould
provide a wora level plaving Zield Sor all the oparticipants to

compete in the financial market.

-



“ TABLE I
. WEIGHTED AVERAGE RATES (PERCENT)

End of Period Certificates Treasury Overall Average
QOf Deposits Bills of Commercial Banks
Lending Rate

1979/1880 - 9.98 15.3
1980/1981 - .99 16.3

1981/1982 -

o

.28 16.4
1982/1983 - 12.3 158.9

1983/1984 - 13.1 18.0
1984/1985 - 17.1 21.2
1985/1986 27.9 23.7 29.5
1986/1987 18.0 5.9 . 24.4

1987/1988 - 18.4

Iy
R
o
-3

| 25 “
‘1ses/isey 7.4 1ma 24
1sseyiseg . 28.3 0 ~iis.§: L e
asso/issr s so.s  ams o azs
-1992[1395:?{]- 21;5'7 l . (isfsf“?; f’f *  ;4bh4
. 1993/;§§évf; RIS - 33;9-‘  ;f'i’*T4 51.5.

199471995 .. - - . 2006 . . . 43,5




TABLE II
GROSSADOMESTIC DEBT
AND,EISCAL POSITION
_ J$ WILLION
End of Local _ Treasury Total Fiscal Surplus/
Period Registered Bills Nominal (Deficit)
Stock Stock
1979/1980 1480.9 300.0  1780.9 (702.4)
1980/1981 1989.0 380.0  2369.0 (1016.3)
1981/1982 2638.38 471.0  3109.3 (875.9)
1982/1983 3410.6 490.0  3900.5 (864.9)
1893/1984 3704.3 491.0  4195.3 (951.3)
1984/1985 4708.2 683.0  5391.2 (786.2)
1985/1986 5202.5 866.1  6068.6 (331.8)
1986/1987 5123.8 . 999.0  6122.8 (204.1)
| 1987/1988 ' 6732.9 . 1705.0°  8437.9 . 33616
‘1gaéy19$9'5f;:f 6235.1 izzsggﬁf':f§529.ir_; 7 (705.7)
1989/1990. . . 7584.4 - 3335.0° 10919:4 - 654.9
V lsaw/légif V1"‘a§9$l.0 - 1§5ngﬁbi>4=9§31;0- ._f'zsvf.i:
1991/1992 . . 6032.7 - '§s§4€ljl1§éqézefii,i, 1123.3
(f592/lé§3?‘3u”” 1£§$1:3.'=54&dnﬁ-wjisébi;3 C o ar7as
 ;993/1§§%_'”' | 16056.0 77491491235§1;03 EERRETIT

1994/1995 © © 31387.5  11962.0. - 43%49.5 . ©  4909.2 -




TABLE III

1' GROSS DOMESTIC DEBT

,-AND‘FISCALzEO$iTION‘

A8 .% OF GROSS DOMESTIC PRODUCT

End of | Local Treasury Total Fiscal Surplusg/
Period Registered Bills Nominal {Deficit)

Stock . Stock
1979/1980 N/A N/A N/A N/A
1980/1981 N/A M/A N/A N/A
1981/1982 N/A N/a N/A N/A
1982/1983 N/A N/A N/A N/A
1983/1984 N/A M/A N/a 17.7
1984/1985 49.0 7.2 56.2 7.2
1985/1986 42.0 7.0 49.0 5.7
1986/1987 - " .'33.0 6.5 39.5 1.9
‘1537)1933- 1: 3T - 10,0 o 48.7 o 2.1
1988/1989ja]}‘:f;§2F6;i . isiét |  ?4§53;15? _:‘="ihé:.s@f

"1989/19905”"-11f$;pd f'::_=13ﬂ?‘f-" ar7 oy
1990/199% . Cd8.0 - 10.8. ¢ 28.6 .ot 7.2

zwl&gi]lBQZfrig §j ;i;I=if ;¥ ‘;f;3»f;iaisgé ;f7,;: 2.3
- ié&i}i993?5th¥f i§;§f’" ;iisisff”fgfzg;é_ff'f - .4.i;'
x993[199¢t Hj,L ';4.9" 7.0  f2x;9f‘  i1:;',3.4

1995}i995,.f :1'é§-§; S oesaE - 3203 000 ‘3§a :




" J3 MILLIONS

50000

40000

30000

20000

10000

-10000

i |
1979180
1880/81

1981/82

1982783

1983/84

1984/85

1985/8G

T p
e

1986/87
YEAR

1:?;:‘5«, _

¥

1987/28

1988/89

P

1988/20

(GROSS DOMESTIC DEBT & FISCAL POSITION}

1990/81

1991792

1992/93

1993/94

1994/95

ks Total Nominal Stock |

™ Fiscal Surplus/(Deficit) ;




J5 MILLION

}DONIES"I 1C DFBT & IN TFRFST RA I'ESﬁ

T T+ e e 4 vz .T,....m_--\

50000 60
| A . 40
40000 {
' A
Fod
| P
I L 2 It s 20
. A P ~ ‘
A A
\ 2 & A
30000
9w o S
: Q ‘m Total Nominal Stock &
i . ! ii: : §
I ’ . ; & '}» Real tnterést Rates  §
o ' &l : 3} ' ]
| 0 i pi Momrnal Interest Rates
- ,\
20000 | _
&
M 14
| ™
10000 ‘ . fm, .
; ] |
. 80
" =
i ™ a
o] ™
! ™
m
0 ' : ' 5 ‘ ! ‘ * : ! | ! | . s

1979/80 1981/82 1983/84 1985/86 1987/98 198920 198142 1983/94
1980i81 1982/83 1984/85 1986/87 1983/8% 1890/81 1992/83 1994195

YEAR



R,

T oa

. Jamalca Monetary and Regulatory Impllcatlons

BIBLIOGRAPHY

THE IMPACT OF INCREASING GOVERNMENT .
DOMESTIC DEBT ON THE DEVELOPMENT OF THE
FINANCIAL MARKET IN JAMAICA
1980 - 1995

Bank of Jamaica - Annual Reports - 1980 - 1995.

Bank of Jamaica - Statistical Digest - 1980 - 1995.

Basch, A & Kybal, M - Capital Markets in Latin America -
Praeger Publishers Inc. - 1970.

Dornbusch, R & Fischer, 8 - Macroeconomicg - MaGraw Hill Book
Co. - 4th edition - 1987.

Economic and Social Survey of Jamailca - 1980 - 1995.

Guanther, Broker - Government securitiss and debt management
in the 1990'g - QECD - 1993.

Finance and Development - Intersst Rates and Government Debt
- December 1991.

Finance and Development - Stock Market: A spur to Economic
Growth - March 1996.

Finance and )evelopment The ChangingzNature of‘Government
Debt WarﬂetS'—:December 19 : : : :

-~

.
4

;Jamalca Stock mxchange _ Annual Repotts - 1980 —i‘ﬂéitiiflf';_
Wldglev, Kenneth at al.w Tbe Capltal Warket Its Nature and;
Slgnlflcancek— The Machllan Press Ltd - 1977 :
,Panton, N0velette ﬁ The Emerglng Commerc*al Paper Market in

o

"Peart Kenloy - FlnanCLal Qeform and Flnan01al Seotoz

Development im Jamalca - N0vember 1994

Sav1ngs and- Development quarterly review - Privatization and

Capital Market: development Am J‘aman_c:a, —_ Volume 19- No.3- -
1995 L _ . , T S
Social and. Ecdnomloi*Stddies 1;; Government Einaneiﬁg of . .,

" Economic Growth and Development. ' in - Jamalca - Problems: . and

Prospects - ISER - December 1990._;;;?

(Uerld Benk - JamaloefDomesthiDeht=};ISSQeseend‘thions -

Maw 1995

 World Bank/IFC/MIGA Offlce'- Jamalca Debt Management Strategy :
- June . 1995. T S ‘




