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FOREWQORD

The Government of Jamaica (GOJ) is entering a new financial year, with relatively stable
macroeconomicand fiscalindicators having successfully completethirteen (13) scheduled
reviews under thelnternational Monetary Furds(IMF) Extended Fund Facility (EFF)
arrangemenRecognizing the benefits of participating in an IMF programme, the GOJ negotiated
a successor programme to theH:=B precautionaryStandBy Arrangement (SBAXhat was
approved by théMF Executive Board in November 2016

This MediumTermDebt Managemerfitrategy FY2017/18 FY2019/20, governed by the Public
Debt Management Act, 201PDMA),r epr esent s t he Government 6s
ensuing that borrowing requirements are satisfied at minimum ceistsprudent levels of risks.

The Strategyncludes the Annual Borrowing PIdABP) designed to reduce costs and facilitate

the returnof the debt to sustainable levels. Additionallye tstrategy willfocus on the further
development of the domestic market

In keeping with the objective of inclusiveness and open dialogue with stakeholders, the GOJ
welcomes your comments atvrelations@mof.gov.jm

h A

0 Audley Shaw, CD, MP
Everton McFarlane
Minister of Finance and the Public Service Financial Secretary (Assigned)
February 9, 2017 February 9, 2017
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Over the last three years, Jamansadesignificant economic progress throutite achievement of
targetsunder thdnternational Monetary Furdds  ( Bxteltegd Fund FacilittEFF) arrangementas
reflectedin improvements irkey macroeconomic indicatorReal Gross Domestic Produ@DP)
recordedmoderate growth of 1.7%or calendar yeaR016 This expansion was supported by a
rebounding agricultural industed by the AgreParks initiative, which benefitted primarily from
favourable weather conditiongnflation and unemployment rates declined, willecurrent account
balanceandNet International RservegNIR) improved forthe first two quarters of the fiscal yedihe
improved macroeconomic environment ha&sulted in improvedvestor confidengeas shown byhe
movement in thd8usiness Consumer Index which stood at 142.0 ifesteuarterof 2016, 19 points
higher than the 123.0 recorded the lastquarterof 2015.

TheGovernment of Jamaic&(J was successful in executing itskd management strategyerthe
review period A major achievement was the mitigation of refinancing risk through the execution of a
tender and exchange liability management operafidre GOJalso made moderate progress in
restoing an active domestic markets evidenced by successful quartésguances during the review
period.

The GOJ is cognizant of the high level of exposure of the portfolio to foreign currency risk. The adverse
movemens in exchange raséhave increased the Jamaica dolkguivalent of foreign currenayebt
andarethe maincontribubr to theincreasen thedebtto-GDP at eneFY2016/17 With the repayment

of the FY2017/18 maturities is expectedhat the ratio willreturn to adownwardtrajectory byend

March 2018.

The MediumTerm Debt Managemenrbtrategy (MTDS)i s desi gned to sati sfy
needs at lowest costs, while minimizing risks in the portfolio. The MTDS FY2017F019/20

will continue toguide prudentdebt managemeperations. ie MTDS analytical toolkit wastilized

to stresdest and asseswarious scenarios from which a strategy was chosen for the
mediumterm. The selected stratemyformsthe development of thénnual Borrowing PlafABP)

for FY2017/18, whichcomprisesa mix of financing optionssupported by a calendar of domestic
market issuaneet o s ati sfy the Gover nnfeenMTDSalsd includesiani n g
update on thelans for thdurther development of thdomestic debt market.
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THE MEDIUMTERM DEBT ECTIO INTRODUGCTIONN

MANAGEMENT
STRATEGY AND ITS In FY 2016/17 the GOJconducted its debt operations in line witre
GUIDELINES MTDS FY2016/17FY2018/19 (MTDS FY2016/17and achieved most of
The MediumTerm  Debt the _targe.tsThe MTDS FY2017/18FY2019/20 (I\{ITDS_ FY?Ol?/lSDs _a
Management Strategy (MTDS) cortinuation o f t h eFYZDOBM Dptans for financing its borrowing
SRUCRRERZERNVA 0L SRR  needs fothe mediurderm. It includes:
document detailing a
three-year plan of action to 1 A brief descriptionof the debt portfolio and macroeconomic
ensure financingieedsare met environment for FY208/17:
at the lowest possible cosand ’
a prudent degree of risk The 1 The analysis of alternative borrowing strategies (utilizing the
g‘;cumzr:r’]";’g:cr' 'S‘ggzied O”is IMF-World Bank MTDS Toolkit) and the selection of a preferred
underpinned by the 'Fiscal strategy which guides the borrowing plan, consistent with the
Responsibility Framework GOJo6s debt mang&gement objective:
(FRF) andlegislated by the ) . ) )
Public Debt Management Act 1 The Annual Borrowing Plan (ABP) which outlines the appropriate
(PDMA) 2012. mix of financing for FY2017/18; and
Contextual gidelines for the 1 Activities to supportthe furtherdevelopment of thelomestic debt
formulation of the MTDSare as ket
follows: marke
Minimizing cost; The scope ofheanalysis coverthe publicdeb® domestic and exterrl
Mitigating foreign at points referencinigoth he GOJand EFF arrangement definitiof&ublic
:Al“::irge;t?z;'srzﬁnancmg debt as defined by GQdcludes Central Government, Bank ddmaica
risk: (BOJ)and externafjuaranteesyhile the EFFdefinition consists of Central
Smoothing the naturity Government, Bank of Jamaicajet PetroCaribeDevelopment Fund,
Erotflle(; e ety of externaland domestic guaranteelrhe stock of debt used in the MTDS
S;(Ci?itigg = MaEiigre analytical toolkit includs Central Governmentdebt and guarantee
Promoting the currently serviced by the GOJ.
development of the
domesticdebt market, On April 1, 2017, a new definitiofior Public Debtwill become effective
it _ - The new definition identifies Public Debs the consolidated debt of the
Dieloplue & et g| Specified Public Sector (SPSjet of any crostoldings exceptthatof the

framework for public
02 RA&E Q

Bank of Jamaic&BOJ). TheSpecified Public SectdSPS consistsof the
Public Sectarexcluding any public body certified by the Auditor General

1 Four alternative strategies are developed and subjected to scenario modelling and stress testing. The strategiesamdtassessed
basis of the cost /risk tradeoffs of the resulting portfolios.

°The strategy also provides the target bands for the nis&imdicator® foreign currencyinterest rate and refinancing,in which the
Government intends to guide the funding and the structure of the debt. The target bands provide the GOJ with thedtpiileititio
respond to volatility in the financial ankets

3The public sector by definition comprises the central government and public (financial afidameial) corporations
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as primarily carrying out functions that are of a commercial nafime MTDS projections for Public
Debt for FY2017/18 onwards are based on the new definition.

The document is divided intghtsectionsSection |comprises thentroduction Section Il provides
a synopsis atheprofile of thedebt portfolio.Sectionlll highlights recent debt developmerfgction
IV provides acost and risk analysis of the portfgls well as risk mitigation strategieection V
providesan update ofhe macroeconomienvironmentSection VIdiscusseshedesign and selection
of a strategy for the mediuterm andSectiors VII andVIIl outlinethe AnnualBorrowingPlanand
domestic market developments, respectively

The MTDS FY2017/18 was prepared by the Debt Management Branch (DMB) of the Economic
Management DivisionThe DMB is responsible fahema nage ment of the GOJO
including formulation and implementation of the debt management strategy and annual borrowing plan
as well as dbtnegotiation (excluding financing from officiabsrce$, issuancerecording reporting

and repayments
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SECTION II: PROFILE OF THE DEBT STOCK

The stock ofpuldic debt(currentGOJ definition) stood at $2,30.0 billion at endDecember 2016
representing an increase o#81$3 billion, or 39% over the $2,068. billion recorded at
endFY2015/16. It is expected to increase further by-Blaich 2017to $2,1803 billion. At
$1,315.7 billionat endDecember 201,&he external debt stock continued to be the larger portion of
total outstanding depandaccounted for 62%. Domestic debof $834.3 billion accouetd for 388%

of the total The domestic and externadrtfolios grewby 23% and5.0%, respectivelyThe increase

in the domestic debt stock was mainly due to the issuance of new benchmark investment notes, while
the increase in the external portfolio was duth&odepreciation of the Jamaica dollaraigis the US
dollar. Currency movements add&8.4 billion and $655 billion to the total domestic and external
portfolios, respectively, anaccountedor 84.8% of the overall increase in the total debt stock. Total
new debt was$37.3 billion and of that amoun$26.6 billion representednflows to the domestic
portfolio.

SeeTable 1below for a further breakdown of the outstanding stock of delatt end-Y2015/16 and
endDecember 2016.

Table 1: Composition of Debt Stock (in billions of Jamaia dollars)

EndMarch 2016 EndDecember 2016 Change
J$Br % total debt J$ Bn % total debt J$ Bn
TOTAL DEBT 2,068.7 100.0 2,150.0 100.0 81.3 3.9
TOTALDOMESTIOEBT
Marketable securities 813.2 39.3 831.7 38.7 18.5 2.3
Bonds 809.2 39.1 826.8 38.5 17.6 2.2
T-Bills 4.0 0.2 4.9 0.2 0.9 22.5
Loans 2.7 0.1 2.6 0.1 (0.1) (3.7)
TOTALEXTERNADEBT
Marketable Securities 694.1 33.7 720.6 335 26.5 3.8
Bonds 694.1 33.7 720.6 335 26.5 3.8
Loans 558.7 26.9 5951 27.7 36.5 6.5
Bilateral 91.7 4.4 90.3 4.2 (1.4) (1.5)
Multilateral 430.9 20.9 475.7 22.1 44.8 10.4
IMF 80.8 3.9 96.5 4.5 15.7 19.4
IDB 191.8 9.3 217.4 10.1 25.6 133
IBRD 99.8 4.8 103.9 4.8 4.1 4.1
Other 58.5 2.9 57.9 2.7 (0.6) (10)
Private Creditors 36.1 1.6 29.1 1.4 (7.0) (19.4)

Source: Ministry of Finance and the Public Service
*Debt as defined by the GOJ includes Central Government, Bank of Jamaica and external guaranteed debt
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