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INFLATION TARGETING: HOW BANK OF JAMAICA IS GETTING THE TEMPERATURE RIGHT 
Choosing the right monetary policy framework is critical to improving socio-economic outcomes. Yet, when we look at 
monetary policy frameworks across the region, we largely find a mixed bag of questionable approaches. There are cases 
where the authorities target jobs, so they create make work programs paid for by debt. Other countries target growth 
and tend to overspend, driving debt higher. Then there are those who engage in what I would call ‘nothing targeting’ - 
where no specific policy agenda is articulated, and it is not clear what they are trying to achieve. Finally, there are many 
countries in this region with what appear to be de facto ‘votes’ targeting regimes, where the authorities conduct fiscal, 
monetary, and even exchange rate policy in a manner that reflects their ‘short-termism’ - designed to achieve victory in 
the next general election, at the expense of longer-term socio-economic wellbeing. (Watch Marla's presentation here) 

The Bank of Jamaica (BoJ) however, is doing things very differently with a clearly defined and communicated inflation 
targeting policy regime. In fact, it is probably the most well-communicated monetary policy framework in the world! 
Inflation targeting is a powerful and effective policy framework because it involves, by extension, monitoring many 
other macroeconomic variables: the exchange rate, interest rates, unemployment, wage rates, trade, 
international developments, commodity prices, fiscal policy, and many others. All of these factors affect prices and 
therefore inflation directly or indirectly, and more importantly they affect our purchasing power, real incomes, 
standards of living, poverty rates, and inequality. Ultimately therefore, inflation targeting is a monetary policy 
framework that can improve people’s lives and yield better overall social outcomes in a sustained manner.  

| BoJ’s clearly articulated and communicated inflation targeting policy, consistent
policy actions, and on-schedule reporting, support consumer & investor confidence 

In the case of Jamaica, the inflation target in the range of 4-6% is not only creating greater price stability, but also 
predictability in terms of economic expectations. Reforms to the exchange rate regime have seen the JMD fluctuate in 
both directions and the BoJ has lowered interest rates, lowered the reserve requirement ratio, and carried out foreign 
exchange interventions to bring the inflation rate up to the target range, while meeting the economy’s other demands. 
The BoJ regularly communicates its policy actions, which reduces uncertainty and supports private expectations being 
formed on an individual, investor, and business community level, which is important for overall growth and stability.  

Where the authorities in Jamaica must focus more attention now, is to human development outcomes. While Jamaica is 
making progress in terms of GDP per capita – unlike Trinidad & Tobago and Barbados which have seen declines in recent 
years – reaching USD5,392 in 2018, and up 55% over the last 20 years, it is still far from the 2030 target of USD23,567. 
The poverty rate, which has been falling, stood at 17% in 2016, and is moving in the right direction towards the 2030 target 
of 10%. Finally, the overall crime rate remains too high, with the murder rate rising in recent years. Without social stability 
and consistent improvements in wellbeing, all the hard-won but well-deserved positive macroeconomic outcomes are at 
risk of being undermined. I am confident that the Jamaican authorities will show us how it’s done, on this front as well. 

https://www.youtube.com/c/MarlaDukharan
https://youtu.be/SkJd2sWUVW8
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Sustained growth in tourism and ongoing 
construction activity related to small and 
medium-scale FDI projects have maintained 
economic growth at a moderate pace into 
2019. Real estate activity contributed to an 
improvement in international reserves in Q1 
2019, which reached USD1.59 billion by May, 
at roughly 4.9 months’ import cover. The 
Fiscal 2019/2020 budget approved in June 
2019 plans for a reduction in the fiscal 
deficit from 1.8% of GDP in FY2018/19 to 1.0% 
of GDP – which would be the lowest in 17 
years. Revenue growth is budgeted mainly 
from tax administration reforms, with the 
VAT rate remaining flat at 12% and the new 
tax on gaming houses to be fully 
implemented. Expenditure will increase 
3.9% y/y on amortization of BSD100.4 million 
of the BSD360 million in accumulated 
arrears. Measures will be taken to reduce 
the need for subsidies in state-owned 
enterprises, which totaled 15% of fiscal 
revenues in the last fiscal year. 

Gov’t met all performance criteria for March 
2019 under its BERT program, unlocking IMF 
disbursement of USD49 million. Private 
sector confidence and tourism growth are 
expected to partially mitigate the impacts 
of the fiscal consolidation. However, the 
IMF cautions that both FDI and tourism 
could be affected by a slowdown in the US 
economy or a disorderly Brexit. The fixed 
exchange rate exposes Barbados to the 
risk of USD appreciation with tighter US 
monetary, which would make Barbados 
less price competitive vs destinations with 
flexible currencies, such as Jamaica and 
the Dominican Republic. Domestically, 
further retrenchments are expected from 
state-owned enterprises (SOE), estimated 
to generate fiscal savings of 2% of GDP as 
of this fiscal year. SOE arrears in March 
2019 amounted to BBD294 million, 97% of 
which is owed to private sector suppliers. 
Arrears will be reduced by 1.2% of GDP by 
March 2020. 

For the remainder of 2019 and 2020, major 
infrastructure projects being undertaken 
by government will be accompanied by new 
private sector investment projects, namely 
the Grand Hyatt, Mandarin Oriental Hotel, 
the Curio Collection Hotel, OLEA residential 
development, construction at Camana Bay, 
the new Foster’s supermarket, and the 
expansion of the international school, will 
further boost construction and related 
sectors. Labor force participation 
strengthened to 85.3% overall in Fall 2018, 
with the level for Caymanians at 77.4%, and 
non-Caymanians at 94.2%. Overall 
unemployment is at historic lows of 2.8%, 
with 2.1% underemployment. Inflation 
averaged 3.3% in 2018 after peaking at 4.8% 
in the Q2 2018, with the increase mainly the 
result of fuel-related items. The Govern-
ment has reiterated its commitment to 
allowing market forces to readjust 
inflationary pressures instead of 
attempting market interference.  
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Stay-over: 
2019: 812,534 (Apr) +17.5% y/y 

Cruise pax: 
2019: 1,945,672 (Apr) +10.9% y/y 

Stay-over: 
2019: 324,513 (May) +4.1% y/y 

Cruise pax: 
2019: 340,667 (Apr) -2.0% y/y 

Stay-over: 
2019: 232,474 (May 2019) +11.2% 

Cruise pax: 
2019: 903,928 (May 2019) -4.5% 
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2.3% (2018 est.) -0.6% (2018 est.) 3.4% (2018 est.) 
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IMF estimates growth will slow to 2.1% in 
2019, and average 1.5% for 2020 to 2023, 
contingent on improvements in tourism 
activity, and fiscal consolidation. 

IMF forecasted 0.5% contraction in 2018, 
0.1% in 2019, and growth of 1.8% by 2023. 
The Central Bank expects growth of 0-
0.25% for 2019. We are working with a 
projection of roughly zero growth in 2019. 

Growth is estimated at 2.7% for 2019 based 
on sound fiscal management and stronger 
construction and tourism activity, but less 
so on the financial services sector. 
Government projects growth will slow to 
2% by 2022.  

 
 

400

600

800

1,000

1,200

1,400

1,600

1,800
External Reserves 
USD Millions (Jan 2010 - May 2019)

Source: Central Bank of The Bahamas, Marla Dukharan

0

100

200

300

400

500

600

700

800

900

International Reserves 
USD millions (Jan 2010 - Mar 2019)

Source: Central Bank of Barbados, Marla Dukharan



3    JULY • 2019 | MARLADUKHARAN.COM 

 

 
 CUBA DOMINICAN REPUBLIC GUYANA 
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Diaz-Canel released new economic growth 
estimates for 2018 of 2.2%, up from the 1.2% 
estimated in December 2018. Upward 
revisions of growth for Construction (from 
-2.2% to +9.3%) and Agriculture (from -4.9% 
to +2.6%) accounted for the adjustment. The 
economy continues to face mounting 
external pressures, having missed its 
export target in H1 2019, and tourism is 
expected to fall short of the 2019 arrivals 
target, with total arrivals for the year now 
expected to decline by 10% y/y. Diaz-Canel 
recently announced reforms aimed at 
stimulating growth, including an eventual 
wage increase, elimination of subsidies and 
currency unification. State enterprises 
would be allowed to sell production above 
target volumes and would gain further 
autonomy over certain decisions regarding 
productivity and efficiency. Companies 
would be allowed to retain certain foreign 
currency profits for reinvestment, as well 
as other reforms to encourage exports and 
import substitution.    

The Central Bank reduced its policy rate in 
June by 50 basis points to 5.00%, with the 
overnight rate reduced from 4.00% to 
3.50%, and the repo rate reduced from 
7.00% to 6.50%. The decision was made as 
a result of the below-target inflation rate, 
which fell to 1.31% in May, and core inflation 
which dropped to 1.98%. The economic 
activity index expanded 5.1% y/y in May, 
versus the 5.7% registered in March as 
private investment slowed in response to 
domestic and external uncertainty. The 
Central Bank also announced in June the 
reduction of the reserve requirement from 
11.2% to 10.6%, which will make DOP5.15 
billion available for lending at rates up to 
9.00%. This measure is expected to 
increase private lending and stimulate 
economic activity. Following the 
government’s bond issuance in May 2019, 
net international reserves reached an all-
time high of USD8.7 billion at the end of 
June - approximately 5.6 months import 
cover.  

Economic activity was uneven in Q1 2019. 
The gold industry was affected by 2% lower 
prices and a 4.9% drop in production 
volumes. Industrial unrest at the RUSAL 
plant resulted in a 24.4% y/y drop in bauxite 
production. The construction and services 
sectors benefitted from activities in the 
petroleum industry. Sugar and rice output 
declined, -34.3% y/y and -9.3% y/y 
respectively, while forestry, fisheries and 
production of other crops expanded. 
Increased FDI in the oil & gas sector 
reduced the deficit on the balance of 
payments by 24% y/y to USD71 million, 
though imports of intermediate and capital 
goods related to this sector partially 
eroded the gains. In its Article IV Concluding 
Statement, the IMF cited the main 
obstacles to growth as infrastructure 
bottlenecks, skilled labor shortages, and 
weaknesses in electricity supply, and 
highlighted that migrant flows from 
Venezuela to the hinterland could put 
pressure on the economy in rural 
communities.  
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Stay-over: 
2019: 1,800,000 (est. April) +7.2% y/y 

Cruise pax: 
2018: 877,500 +43% y/y (*341,005 from USA) 

Stay-over: 
2019: 2,988,155 (May) +4.7% y/y 

Cruise pax: 
2019: 510,845 (May) +7.1% y/y 

Stay-over: 
2018: 286,732 +15.9% y/y 

Cruise pax: 
n/a 
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2.2% in 2018 7.0% 2018 4.1% (2018 est.) 
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n/a 

  

OU
TL

OO
K Low growth (<1.5%) likely to persist as a 

result of Venezuela’s crisis and shifts in US 
policy. Availability of foreign currency will 
remain a challenge. Government projects 
growth of 1.5% in 2019. 

Growth is expected by the IMF to moderate 
to 5.0% through 2023.  

Bank of Guyana expects growth of 4.4% for 
2019. Growth is expected by the IMF at 3.8% 
in 2019, and with the impact of oil 
production, almost 30% in 2020. The IMF 
forecasts growth will average 21% from 
2021-2024.  
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JAMAICA SURINAME TRINIDAD & TOBAGO
UP
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Q1 2019 growth is estimated at 1.7%, led by 
Mining & Quarrying up 11.1% as a result of 
higher alumina production, and 
Construction up 3.4%. Agriculture grew 
0.3%, and Manufacturing was the only 
Goods Producing sector to contract. All 
Services industries posted growth, led by 
Hotels & Restaurants, which expanded 7.3% 
y/y. The Bank of Jamaica left the policy rate 
unchanged at 0.75% in June, as inflation 
entered in the target range of 4.0-6.0% in 
May at 4.8%. Credit growth reached 17.9% 
y/y in May, in response to the more 
accommodative monetary policy. The 
inflation expectations survey cited 4.5% 
expected inflation for 2019 and expected 
appreciation of the JMD with respect to the 
USD over the next 3, 6 and 12 months. The 
exchange rate continues to fluctuate in 
both directions, appreciating 3.6% m/m in 
June 2019 to JMD130.94:USD1.00. Net 
International Reserves continued to 
provide over 5.5 months of import cover in 
June at USD3.035 billion. 

The fiscal deficit was 6.9% of GDP in 2018, 
exceeding the 5.0% target, and the target 
remains 5.0% of GDP for 2019. Central Bank 
financing of the government is expected to 
continue. The Minister of Finance stated 
that to achieve this 5.0% deficit anchor, 
growth of monetary aggregates will be 
allowed, and that the Central Bank and the 
Ministry of Finance will jointly make 
monetary and macro-fiscal policy decisions. 
This could erode economic gains from the 
adjustment in recent years and weaken 
institutional credibility. Inflation is 
expected in the range of 4.5%-5.5% this 
year, according to draft budget estimates. 
International reserves strengthened to 
USD612 million in April, to 5.1 months of 
import cover. The Saramacca mining 
project is on track to begin production in 
H2 2019, which will further boost exports. 
Government is negotiating with Staatsolie 
to take over the state’s 30% share in 
Saramacca, instead of selling the shares to 
a foreign investor as previously stipulated. 

S&P downgraded T&T as growth and 
energy production were lower than 
expected, and institutional reforms to 
strengthen revenue collections were 
delayed. The long-term rating was lowered 
to 'BBB' from 'BBB+', with a stable outlook, 
pointing to weaker resilience to external 
shocks. T&T lost USD822 million in reserves 
in the 12 months to June 2019, as reserves 
fell to USD6.99 billion - a decline of 10.5% y/y 
- providing import cover of 7.85 months. The 
capital account of the Balance of Payments 
lost USD2.2 billion in 2018, according to 
CBTT’s SEIB March 2019. The report also 
reveals contraction in the economic activity 
index across all sectors in Q4 2018, with an 
overall contraction in Q4 of 2.1%. The 
Monetary Policy Report projects that the 
non-energy sector’s outlook will be 
dependent on fiscal stimulus in the second 
half of FY2019/2020, and higher energy 
sector production from the Angelin field will 
provide overall gains for the economy.
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Stay-over: 
2019: 1,151,795 (May) +12.3% y/y 

Cruise pax: 
2019: 929,207 (May) -0.9% y/y 

n/a 

Stay-over: 
2018: 375,485 -4.9% y/y 

Cruise pax: 
2018: 124,954 +80% y/y (CTO) 

GR
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TH
 

1.8% (IMF 2018 est.) 2.0% (IMF 2018 est.) 1.9% (CSO est. Oct 2018) 
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K The IMF expects growth at 1.7% in 2019, 1.9% 
in 2020, and averaging 2.3% for 2021-2024.  

IMF forecasts growth at 2.2% in 2019, 2.5% 
in 2020 and 2.1% in 2021, rising to 3% by 
2023. 

The IMF is projecting growth at 0.01% for 
2019 (revised downward in April 2019 from 
the previous forecast of 0.9%) then 
averaging 1.8% through 2023. We maintain 
our projection of average growth of 1% in 
2019-2020. 

Disclaimer: Marla Dukharan and GNM Group, LLC (herein MD) disclaims any liability for any loss or damages arising from errors, omissions, facts, views, information and opinions in any of our content, reports, presentations or publications. Some information contained in this report was prepared by or obtained from sources that MD believed to 
be reliable and accurate at the time of publication. MD has not independently verified all estimates, facts and assumptions contained in this report. MD does not guarantee the accuracy, completeness, fairness or timeliness of the content provided herein. Recipients should not regard the information provided in this presentation, or any other 
content produced by MD as a substitute for the exercise of their own judgment. Any recommendations made in the presentation may be unsuitable for certain investors or decision-makers based on their specific investment or business objectives and their financial position. The report has been prepared solely for informational purposes. 
Any opinions expressed in this report are subject to change without notice, and MD is under no obligation to update the information contained herein. The information provided by MD as part of this report and online content derived thereafter is the property of MD, and cannot be copied, reproduced, modified, republished, repackaged, posted, 
displayed, transmitted, distributed, redistributed or sold in any way, either in whole or in any part without the prior written permission and consent of MD. 
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https://www.central-bank.org.tt/sites/default/files/reports/summary-economic-indicators-march-2019.pdf
https://www.central-bank.org.tt/sites/default/files/reports/monetary-policy-report-may-2019.pdf
https://www.onecaribbean.org/buy-cto-tourism-statistics/latest-monthly-statistics/



