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Preface

Bank of Jamaica frequently conducts assessments of the resilience and strength of the financial sys-

tem. These assessments inform the Bank’s macroprudential policy. This report provides highlights of

those assessments for the reporting quarter. The report aims to:

1. Convey Bank of Jamaica’s financial system stability assessment.

2. Make clear the link between the Bank’s assessment and any policy action taken.

3. Provide information on matters related to financial system stability.

i i
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Overview

Indicators of financial system soundness up to March 2026 continue to signal stability, despite the

impact of Hurricane Melissa in October 2025 and the escalation of hostilities in the Middle East

that began on 28 February 2026. Internationally, the conflict has led to supply chain disruptions,

higher commodity prices, a pause in monetary policy easing and increased financial market volatil-

ity. Notwithstanding these developments, financial soundness metrics remained within established

prudential thresholds. This resilience exhibited in the domestic financial system reflects the sector’s

strong financial position, characterised by sound regulatory oversight and broadly stable macroeco-

nomic fundamentals.

Evolving geopolitical tensions in the Middle East are expected to remain a source of upside risks

to financial stability in the near term. These conditions may dampen economic growth and further

weaken borrowers’ repayment capacity, particularly as recovery from Hurricane Melissa remains on-

going. Globally, monetary policy easing may remain on hold or could tighten in response to inflationary

pressures. Moreover, sustained financial market volatility may contribute to higher valuation losses

across domestic financial institutions.

Against this background, stress scenarios were conducted to assess financial institutions’ ability to

withstand credit, liquidity, and market risk shocks. The results indicate that all financial system sub-

sectors maintain adequate capital buffers to absorb macro-financial stress. However, while capital

buffers across these sub-sectors are generally adequate, specific vulnerabilities exist within a few

institutions. To address the risks associated with these vulnerabilities, affected institutions may be

required to implement targeted measures aimed at strengthening their resilience.

Supervisors remain vigilant in monitoring risks and evaluating appropriate policy responses to pre-

serve financial stability. Concurrently, ongoing reforms and regulatory priorities including Twin Peaks,

Basel III implementation and measures to address cyber and climate-related risks are expected to

vi OVERVIEW
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further enhance the system’s ability to withstand shocks.

1 OVERVIEW
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1 Macro-Financial Environment

Macro-financial conditions in Jamaica improved during the March 2026 quarter, reflecting

continued resilience in the domestic financial system despite lingering effects fromHurricane

Melissa and global uncertainty. However, the improvement was moderated by weaker real

GDP performance, expectations of higher inflation, increased bond yields, and catastrophe-

related losses within the general insurance sector. The financial system continued to ex-

pand, driven mainly by growth in DTI assets, while capital and profitability indicators gener-

ally remained sound. Overall, the financial system remained broadly stable, supported by

adequate capital buffers, resilient funding profiles and contained foreign exchange risk.

Macro-Financial Index

Figure 1.1
Macro-Financial Index
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Aggregate measures of macro-financial conditions in Jamaica during the March 2026 quarter im-

proved, indicating continued resilience in the financial system.1 The macro-financial index (MaFI)

eased to 13.0 points for the review quarter, relative to 16.0 points for December 2025 however, the

index remained above the 8.0 points recorded in March 2025. Notwithstanding the year-over-year

increase, the index stayed well below the threshold that signals the emergence of a crisis (see Figure

1.1).

The March 2026 quarter was characterised by favourable stock market performance, stable interest

rate differentials, and moderated growth in private sector credit, indicative of improved investor con-

fidence and more accommodative financial conditions. Notwithstanding these improvements, geopo-

litical uncertainties, particularly arising from the conflict in the Middle East, together with the lingering

effects of Hurricane Melissa, continued to pose risks to the domestic macro-financial environment.2

Looking ahead, macro-financial conditions are projected to remain broadly stable over the June and

September 2026 quarters, with the MaFI forecast at 10.0 points and 11.0 points, respectively. While

these projected levels remain above the corresponding outturns for June 2025 and September 2025,

they are expected to stay well below the crisis threshold, suggesting continued resilience in the do-

mestic financial system despite persistent external uncertainties. Notwithstanding this outlook, the

proposed fiscal measures and the anticipated increase in global commodity prices are expected to

place some upward pressure on domestic inflation over the near term. Despite these developments,

domestic debt levels are projected to remain low to moderate, supporting continued stability in the

macro-financial environment.

Real gross domestic product (GDP) for the Jamaican economy declined by 4.1 per cent for the March

2026 quarter, relative to the March 2025 quarter. This follows a 7.1 per cent decline in the December

2025 quarter. The recent declines are largely attributed to the fallout in the Services Industries and the

Goods Producing Industries following the passage of Hurricane Melissa. BOJ’s (Bank of Jamaica’s)

projection at May 2026 suggests that the economy will continue to contract before expanding in the

1 The index trended up during the latter part of 2024 capturing weak economic growth due to Beryl but subsequently im-
proved.

2 Interest rate differential refers to the difference between the interest rates of two comparable interest-bearing assets or
investments.
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December 2026 quarter.

The annual point-to-point (ptp) inflation rate was 4.3 per cent at end-March 2026 , within the Bank’s

4.0 to 6.0 per cent target range. However, there is an elevated level of uncertainty for the inflation

outlook, largely due to volatility in key international commodity prices as a result of the ongoing conflict

in the Middle East. BOJ’s projection at May 2026 suggests that inflation will exceed the Bank’s target

range in the second half of 2026 and remain above the range for the rest of the year.

The J$:US$ exchange rate depreciated by 0.2 per cent year over year (y-o-y) at end-March 2026 com-

pared to a depreciation of 2.4 per cent at end-December 2025 (see Figure 1.2). While the exchange

rate depreciated at a lower rate, the annualized one-year rolling window volatility was higher at 2.2

per cent at end-March 2026 compared to 1.2 per cent at end-December 2025 (see Figure 1.2).3 No-

tably, the continued stability in the foreign exchange market is supported by the high levels of foreign

reserves.

Figure 1.2
The foreign exchange market remains stable in the context of generally lower volatility
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The Bank lowered its monetary policy rate to 5.50 per cent effective 24 February 2026 (see Figure

1.3). This action occurred in the context of improved inflation outturn and outlook.4 DTIs’ deposit

3 The log returns of the monthly J$:US$ exchange rate was calculated. A rolling standard deviation of these returns was
then calculated for the six-month, one-year and two-year windows. The result was annualized by scaling with the square
root of the number of months in a year. This measure reflects the evolution of exchange rate uncertainty, supporting the
assessment of external risks to financial system stability.

4 Notably, the Bank's assessment was followed by an escalation of the conflict in the Middle East on 28 February 2026.

4



FSSC20(260615)04
Macroprudential Policy Report | March 2026

rates have generally demonstrated greater elasticity to the Bank’s policy signal relative to lending

rates. Despite declines in both deposit and lending rates at end-March 2026, deposit rates have been

declining since December 2024, whereas lending rates have remained largely inelastic.5

Figure 1.3
The escalation of conflict in the Middle East saw increases in bond yields while lending and deposit
rates declined
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The weighted average GOJ Eurobonds’ yield increased by 51.3 basis points (bps) at end-March 2026

relative to end-December 2025. This occurred in the context of escalation of the conflict in the Middle

East.6 A disaggregation of the yields shows that the longer term GOJGBs (6.75% 2028, 8.00% 2039

and 7.875% 2045) increased by 46.2, 52.8 and 46.5 bps, respectively, at end-March 2026, relative to

end-December 2025 (see Figure 1.3).7

In the context of the increase in bond yields, bid prices for the longer term GOJGBs declined.

The longer termGOJGBs (6.75%2028, 8.00%2039, and 7.875%2045) declined byUS$1.21, US$5.49,

and US$5.93 at end-March 2026 relative to end-December 2025.

Domestic Equity Prices increased for the quarter. The JSE’s Main Market and Manufacturing &

Distribution (M&D) indices increased by 4.8 and 13.1 per cent, while the Financial (FI) index declined

5 DTIs' average lending rate declined by 16.4 bps at end-March 2026 relative to end-December 2025. DTIs' average deposit
rate declined by 7.6 bps over the same period.

6 Given the 2025 bonds' maturity dates in July 2025 and October 2025, the weighted average GOJ Eurobonds' yield is
calculated as a composite of the longer term GOJGBs 6.75% 2028, 8.00% 2039 and 7.875% 2045 bond yields.

7 The GOJGB Yields reflect Bid Prices.
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by 8.0 per cent (y-o-y) for the March 2026 quarter, respectively (see Figure 1.4).8 Similarly, the

JSE’s Main Market and M&D indices increased quarter over quarter (q-o-q) by 8.8 and 16.1 per cent,

respectively (see Figure 1.4). Whereas the FI index declined by 1.8 per cent q-o-q. Over the review

period, the overall growth in the JSE’s Main Market Index was largely driven by the listing of West

Indies Petroleum Terminal (WIPT) by way of introduction on 23 December 2025. WIPT began trading

at $0.50 per share before ending March 2026 at $11.26 per share and positioning in the top 5 JSE

listings for market share.

Figure 1.4
Growth in JSE largely driven by performing of new listing over the period
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System Evolution

Balance Sheet Indicators - Financial System

Amid generally stable macro-financial conditions, the financial system continued to expand

over the review period, reflecting ongoing balance sheet growth across major financial insti-

tutions. The system’s asset base grew by 10.6 per cent (y-o-y) to $5 437.35 billion (155.47 per cent

of GDP) at end-March 2026, representing an increase relative to the 9.4 per cent growth recorded at

end-December 2025. Growth continued to be primarily driven by the DTI sector, which remained the

dominant sub-sector, accounting for 57.1 per cent of total financial system assets at the end of the

8 The JSE FI measures the performance of only the financial companies listed on the Main Market and Junior Market. The
JSEM&D Index measures the performance of only the manufacturing and distribution companies listed on the Main Market
and Junior Market.
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review period. Overall, balance sheet indicators continued to suggest resilient funding profiles and

sustained financial system stability across key financial sub-sectors.9

Micro-Prudential Index

The Bank’s Micro-prudential Index (MiPI), which tracks the health of the Jamaican banking sector,

improved over the review period, indicating continued resilience within the sector. Specifically, the

MiPI declined to 24.0 points at end-March 2026, from 27.0 points at end-December 2025 and 28.0

points at end-March 2025, respectively. Hence, the index remained well below the 50.0 point crisis

threshold. The quarterly improvement was primarily driven by a 2.0 point improvement in the net

income to assets ratio, which moved from a signal of 2.0 points to no signal over the review period.

The outturn was further supported by a 1.0 point improvement in the non-performing loans to assets

ratio, which alsomoved to no signal from 1.0 point at end-December 2025. Overall, the results suggest

continued strengthening in the banking sector’s financial soundness and profitability indicators (see

Figure 1.5).10

Balance Sheet Indicators - DTIs

DTI assets continued to expand over the review period, reflecting continued resilience in the

sector’s balance sheet position despite global uncertainty and lingering macro-financial ef-

fects associated with Hurricane Melissa. Specifically, the asset base of DTIs grew by 8.9 per cent

(y-o-y) at end-March 2026, reflecting a marginal deceleration relative to the 9.1 per cent (y-o-y) growth

recorded at end-December 2025. Overall, balance sheet developments suggest that DTIs maintained

a more conservative asset allocation strategy over the review period.

The expansion in DTI assets was primarily driven by increases in Investments and Loans, Ad-

vances & Discounts, which grew by 23.0 per cent and 6.2 per cent, respectively (see Figure

9 Financial system assets include those of commercial banks, building societies, FIA licensees, securities dealers, credit
unions, insurance companies (both life and general), pensions, and unit trust and collective investment schemes (CIS).

10 The Micro-prudential Index, comprising 21 key financial indicators for the banking sector, monitors micro-financial indica-
tors of the banking sector using the same signals-based approach as that which is used in the MaFI.
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Figure 1.5
The Micro-Prudential Index shows improvement, remaining below the crisis threshold.
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1.6).11,12 Growth in investments was largely underpinned by increased holdings of lower-risk instru-

ments, particularly GOJ Securities and BOJ Securities, which expanded by 30.1 per cent and 51.6

per cent, respectively.13 This performance reflects a continued shift toward safer and more liquid

investment assets.

DTIs’ loan portfolios continued to expand, albeit at a slower pace, reflecting some moderation

in credit growth. Specifically, loan growth was primarily driven by increased lending to individuals,

supported by an uptick in loans to local businesses. However, total loan growth moderated to 5.9 per

cent (y-o-y) at end-March 2026, relative to the 6.8 per cent growth recorded at end-December 2025.

This moderation likely reflects a more cautious lending posture amid lingering post-hurricane recovery

challenges, global uncertainty, and continued selectivity in lending.

11 Investments saw an increase of 23.0 per cent ($134.0 billion) to $716.7 billion
12 Loans, Advances & Discounts saw an increase of 6.2 per cent ($93.0 billion) to $1 594.3 billion
13 BOJ securities and GOJ securities collectively accounted for 88.6 per cent of the change in Investments.
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Figure 1.6
Annual Change in DTI Assets, Loans and Investments Composition
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Growth in DTI assets continued to be primarily funded by deposit liabilities. In particular, total

deposits expanded by 13.3 per cent (y-o-y) at end-March 2026, representing the fastest pace of

deposit growth (y-o-y) since end-December 2021. Deposit growth remained largely concentrated

in relatively stable funding sources, particularly savings and demand deposits, reflecting sustained

depositor confidence and improved domestic currency liquidity within the financial system. Notably,

deposits continued to comprise the majority of liabilities, accounting for 84.0 per cent of total liabilities

at end-March 2026.14

Balance Sheet Indicators - Securities Dealers

The securities dealers’ sector remained resilient at end-March 2026, notwithstanding increased

volatility in global financial markets stemming from the Iran conflict. Balance sheet positions

strengthened over the review period, with SDs’ total assets expanding by 2.0 per cent (y-o-y) to $959.7

billion at end-March 2026, relative to growth of 1.1 per cent in the previous quarter.15 Growth in assets

continued to be driven primarily by an expansion in Investments which increased by 2.9 per cent (see

Figure 1.7). Of note, Investments remained the largest component of SDs’ asset holdings, accounting

for approximately 80.0 per cent of total sector assets at end-March 2026.

Growth in SDs’ investments continued to be driven primarily by increased allocations to Public sector

domestic securities, which expanded by 21.1 per cent (y-o-y) at end-March 2026, relative to end-

2025 (see Figure 1.7).16 The continued preference for public sector domestic securities reflected a

strategic shift toward safer, lower-risk assets, amid persistent uncertainty in global financial markets.

SDs’ asset expansion continued to be supported by growth in total funding during the review

period, primarily through repo liabilities. Total funding increased marginally by 1.5 per cent (y-o-y)

at end-March 2026, reflecting mainly a 0.8 per cent increase in repo liabilities.17 Expansion in the repo

14 The remaining growth in assets was funded through an increase in reserves, particularly the retained earnings reserve
fund and other reserves, partially offset by a decline in unappropriated profits.

15 The SDs sector consists of 33 listed securities dealers, of which 26 are primary dealers or core securities dealers. The
analysis presented in this section is based on a representative sample of the top ten securities dealers that comprise
approximately 95.0 per cent of the sector, based on data available up to end-March 2026.

16 SDs also increased their equity investments by 10.8 per cent, consistent with the recovery in the domestic equities market.
In contrast, holdings of Domestic securities purchased with a view to resale declined by 17.2 per cent.

17 Repo liabilities remained the primary source of funding, accounting for approximately 80.0% of SDs' total funding at
end-March 2026.
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Figure 1.7
Annual Change in Securities Dealers’ Asset and Investment Composition
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portfolio was underpinned by higher repo liabilities with Non-Financial Corporate Clients (NFCCs) and

other non-DTI financial entities, which increased by 1.1 per cent and 1.8 per cent, respectively, over

the period (see Figure 1.8).18

Figure 1.8
Annual Change in Securities Dealers’ Repo Liabilities
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18 Among non-repo funding sources, Sundry Current Liabilities and Borrowings increased by 1.9% and 11.2%, respectively.
In contrast, Client Funds (not under repo agreements) and Other Liabilities declined by 24.5% and 3.9%, respectively.
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Balance Sheet Indicators - Insurance Sector

At end-December 2025, the Jamaican insurance sector remained broadly resilient despite sig-

nificant domestic and external pressures associated with Hurricane Melissa and global mar-

ket volatility linked to the ongoing Iran conflict. Of note, the insurance sector’s asset base ex-

panded significantly by 27.9 per cent (y-o-y) at end-2025, accelerating from 9.4 per cent (y-o-y) at

end-September 2025. This increase was primarily driven by the general insurance sector, where to-

tal assets surged by 117.0 per cent ($119.0 billion) to $220.7 billion (see Figure 1.9).19 The sharp

increase in the general insurance balance sheet largely reflected a 472.4 per cent rise in Reinsur-

ance Contract Held Assets to $94.2 billion, arising from increased reinsurance recoveries from global

counterparties following Hurricane Melissa.20 Growth in the sector’s assets was further supported by

increases in Cash and Cash Equivalents and Investments, which rose by 144.2 per cent and 23.5 per

cent, respectively. This may reflect insurers’ efforts to strengthen liquidity buffers, alongside broader

portfolio adjustments amid global uncertainty and escalating geopolitical tensions.

The life insurance sector also recorded steady balance sheet growth over the review period, with total

assets increasing by 8.5 per cent (y-o-y) to $508.8 billion at end-2025, largely underpinned by growth

in Investments (see Figure 1.9).The life insurance sector’s investment portfolio grew by 8.9 per cent

(y-o-y) to $399.0 billion at end-2025, accounting for just over 78.0 per cent of the sector’s asset base.

A decomposition of the general insurance sector’s investment portfolio showed that growth was primar-

ily driven by increases in both short- and longer-term Term Deposits and Repos (see Figure 1.10).21

These adjustments likely reflected general insurers’ efforts to rebalance portfolios and strengthen liq-

uidity buffers following an increase in claims activity subsequent to HurricaneMelissa, while navigating

global uncertainty and financial market volatility associated with the Iran conflict. Meanwhile, growth

in the life insurance sector’s investment portfolio was primarily driven by a 14.9 per cent ($35.7 bil-

19 The insurance industry data was revised to account for the implementation of IFRS17, which is an International Financial
Reporting Standard that took effect on 01 January 2023 to replace IFRS 4 on accounting for insurance contracts.

20 Asset allocation within the general insurance sector shifted markedly at end-2025, as Reinsurance Contract Held Assets
became the largest asset category, accounting for 42.7 per cent of total assets relative to 16.2 per cent at end-2024, while
the share of Investments declined sharply to 29.3 per cent from 51.5 per cent.

21 Term Deposits and Repos (one year or less) grew by 17.5 per cent ($4.0 billion), while Term Deposits and Repos (more
than one year) increased by 630.1 per cent ($6.4 billion).
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lion) increase in Government Securities and Bonds relative to end-2024 (see Figure 1.10). This may

reflect a temporary shift toward shorter-duration government instruments by life insurers to manage

valuation and interest rate risks while preserving portfolio flexibility amid global financial uncertainty.

Figure 1.9
Annual Change in Life and General Insurance Asset Composition
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Asset growth in the insurance sector, continued to be supported by growth in total liabilities

during the review period. Total industry liabilities increased significantly by 36.2 per cent (y-o-y) at

end-2025, up from 9.7 per cent (y-o-y) at end-September 2025. This increase was primarily driven

by a 188.3 per cent rise in total liabilities within the general insurance sector, underpinned by sharp

increases in Insurance Contract Liabilities and Reinsurance Contract Held Liabilities of 163.2 per

cent ($91.4 billion) and 5,375.8 per cent ($3.6 billion), respectively, associated with increased claims

following Hurricane Melissa.22

Fair Value Losses

Despite the policy rate being reduced by 25 basis points in February 2026, the ongoing military conflict

in the middle east has led to a deterioration in economic outlook, which has resulted in a decline in

22 Total insurance liabilities for the life insurance sector increased by 7.1 per cent ($19.5 billion) to $294.1 billion at end-2025.
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Figure 1.10
Quarterly Change in Life and General Insurance Investment Composition
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bond prices and a corresponding increase in fair value losses for DTIs and SDs. Specifically, fair

value losses for DTIs increased by $0.6 billion to $6.2 billion at March 2026 relative to the previous

quarter, which led to a deterioration in the ratio of losses to capital by 0.2 percentage points to 2.2 per

cent over the same period.

Similarly, fair value losses for SDs increased by $0.7 billion to $9.0 billion at March 2026 relative to the

previous quarter, which led to a deterioration in the ratio of losses to capital by 0.4 percentage points

to 6.0 per cent over the same period (see Figure 1.11). This outturn follows a period of consistent

improvement in fair value balances for both sectors.
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Figure 1.11
Fair value losses continue to moderate amid bond market improvements
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2 Macroeconomic Exposures/Vulnerabilities

The Jamaican financial system remained resilient in the March 2026 quarter, supported by a

relatively stable and gradually improving macroeconomic environment following the impact

of Hurricane Melissa. Credit risk indicators strengthened, with declines in past-due loans

and non-performing loans, supported by temporary loan moratoria, easing financial condi-

tions, and modest improvements in provisioning buffers. Despite these gains, vulnerabilities

persisted in the Agriculture and Distribution sectors, reflecting lingering hurricane-related dis-

ruptions and pressures on firms’ cash flows. Foreign exchange risk exposures increased,

as deposit-taking institutions recorded a wider net open short FX position amid increased

market volatility. However, liquidity buffers remained strong, with institutions maintaining

ratios well above regulatory requirements, alongside continued improvements in profitability

and capital adequacy.

15



FSSC20(260615)04
Macroprudential Policy Report | March 2026

Credit Risks

Indicators of credit riskwithin the DTI sector improved at end-March 2026, underscoring contin-

ued system resilience in the context of moderating interest rates, easing financial conditions

and temporary support from loan moratoria implemented following Hurricane Melissa, which

absorbed delinquencies that would have otherwise materialised during the quarter. Aggregate

Past due loans (PDLs) declined by 7.2 per cent (y-o-y), compared to an increase of 5.8 per cent in

the December 2025 quarter. This decline was primarily driven by contractions in PDLs within the

Professional & Other Services, Construction, Tourism and Manufacturing sectors. Consequently, the

ratio of PDLs to Gross Loans fell to 2.7 per cent relative to 3.2 per cent in the December 2025 quarter.

Consistent with this improvement in loan performance, Non-performing loans (NPLs) declined by 1.4

per cent (y-o-y) at end-March 2026, down from an 18.7 per cent (y-o-y) increase in the December

2025 quarter. This improvement reflected relative stability across most sectors, supported in part by

the loan moratoria, although the Manufacturing and Professional & Other Services sectors registered

marginal increases of 0.3 percentage point and 0.1 percentage point, respectively, signalling a subtle

deterioration in those segments. As a result, the NPL to gross loans ratio declined slightly to 2.3 per

cent, down from 2.8 per cent in the prior quarter.

Provisioning levels improved slightly among DTIs during the review period, enhancing the

sector’s capacity to absorb potential loan losses.23,24 The NPL coverage ratio rose to 107.6 per

cent at end-March 2026 from 107.2 per cent at end-December 2025, primarily reflecting slower growth

in DTIs’ NPLs relative to the growth in provisions for the review period.25 Meanwhile, the loan loss

provisioning rate, as measured by the ratio of loan loss provisions to total loans, declined to 2.6 per

cent at end-March 2026 from 3.0 per cent at end-December 2025, broadly reflecting improved loan

performance, although partly influenced by the temporary effects of loan moratoria.

23 NPL coverage ratio measures a bank's ability to absorb potential losses from its non-performing loans. It is calculated
as provisions for impairment under the International Financial Reporting Standards (IFRS) plus prudential provisions for
expected losses based on regulatory criteria as a ratio to NPLs.

24 The prudential benchmark for the NPL coverage ratio is 50.0 per cent.
25 Loan loss provisions represent the net new allowances that DTIs make in the period against bad or impaired loans. This is
done based on their judgement as to the likelihood of losses. Under the IFRS, it is calculated as provisions of impairment
plus prudential provisions as a percentage of total loans. Prudential provisions under IFRS refers to the timelier recognition
of liabilities and expenses than of assets and income. It is relevant for financial instruments, where there has been no
significant increase in credit risk since initial recognition.
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Market Risk Exposures

Foreign Exchange Risk Exposures

At end-March 2026, the DTI sector recorded a net open short FX position of 10.1 per cent of their

capital base, compared to a short position of 3.5 per cent at end-December 2025, reflecting the im-

pacts of the external shock from Hurricane Mellisa and the Iran War on DTIs FX risk exposure.26,27

Historically, the DTI sector has held a net open short position, consistent with the general deprecia-

tion trend of the domestic currency. Since end-December 2025, the sector’s net open FX position has

shifted further into short territory, reinforcing this historical pattern. This movement reflects increased

volatility in foreign exchange market conditions, despite relatively stable movements in the exchange

rate. It also coincided with tighter liquidity conditions, supported by the Bank’s active absorption of

excess liquidity following the impact of Hurricane Melissa.28

Similarly, the SD sector recorded a decline in its net open long FX position to 9.1 per cent of its capital

base at end-March 2026, relative to a long position of 21.8 per cent at end-December 2025. This

decline was mainly driven by a shift from long to short positions among a few SIFIs (see Figure 2.1).

Liquidity Risks

The liquidity coverage ratio (LCR) demonstrated that DTI liquidity remained resilient to shocks,

with all institutions maintaining LCRs above the 100 per cent regulatory benchmark as at end-

March 2026.29 Total Jamaica dollar LCRs ranged from 147 to 517 per cent for the majority of DTIs,

compared to 151 to 495 per cent range recorded at end-December 2025 with both holdings of high-

quality liquid assets (HQLAs) and net cash outflows increasing across the sector. This range excludes

three DTIs that recorded unusually high LCRs, largely due to differences in business models and

26 The net open (FX) position across the selected foreign currencies for each institution is the sum of foreign currency spot
position, net forward position and the foreign currency guarantees that are certain to be called and likely irrevocable. The
spot position is calculated as foreign currency assets less foreign currency liabilities and capital items.

27 These positions were within the prescribed range of +15 per cent/-25 per cent established by the Bank.
28 See Bank of Jamaica Monetary Policy Press Release, March 2026 and Bank of Jamaica Financial Policy Statement,
November 2025.

29 LCR is a requirement under Basel III whereby banks are required to hold an amount of high-quality liquid assets (HQLA)
that's enough to fund cash outflows for 30 days.
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Figure 2.1
Net Open FX Position to Capital
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Figure 2.2
JMD and USD Liquidity Coverage Ratio
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market positioning.30 (see Figures 2.2).

30 These outlier institutions reported LCRs of 517, 588 and 765 per cent. They represent business models that focus
exclusively on corporate banking or are smaller institutions. When focusing on corporate banking, institutions tend to
experience lower and more predictable cash outflows, enabling them to sustain high LCRs with relatively lower liquidity
risk. Meanwhile, smaller institutions with limited competitive lending capacity often retain a larger portion of their liquid
funds in HQLAs. This results in improved LCRs that reflect strong liquidity buffers but also points to underutilised lending
potential within the sector.
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3 Sectoral Vulnerabilities

Credit growth moderated in the March 2026 quarter, reflecting slower expansion across both

household and corporate segments. Notwithstanding this moderation, loan quality indicators

remained within prudential limits. Looking ahead, disruptions from Hurricane Melissa and

rising input costs linked to the Iran war are expected to weaken output and cash flows, po-

tentially impairing borrowers’ debt-servicing capacity. Residential property prices declined

amid subdued market activity and demand conditions, with uneven regional developments.

Interbank funding exposures also declinedmoderately, while the network structure remained

unchanged, with systemically important financial institutions remaining central to the inter-

bank funding network and presenting potential channels for the transmission of systemic

risk.

Household Sector

DTIs’ loan portfolio continued to be dominated by household (HH) loans, which accounted for 53.1 per

cent of DTIs’ total loans and 27.8 per cent of total assets at end-March 2026, remaining unchanged

from 53.1 per cent and 27.8 per cent, respectively, in the December 2025 quarter (see Figure 3.1).

At this level, the share of household lending remained slightly above its 10-year average of 52.2 per

cent, but below the peak of 54.4 per cent recorded in December 2017.

HH loan growth decelerated to 7.1 per cent (y-o-y) at end-March 2026, down from 8.1 per cent at

the end of the December 2025 quarter (see Figure 3.2). The deceleration was primarily driven by a

reduction in consumer loans at end-March 2026 (see Figure 3.3). This outturn is consistent with a

continued shift in household lending toward residential mortgages, as the share of mortgage loans

increased by 0.7 percentage points to 50.8 per cent from end-December 2025, while consumer loans

declined by 0.7 percentage points to 49.2 per cent over the same period. Interest rates on personal

loan facilities, especially on mortgages, remained broadly unchanged relative to the December 2025
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Figure 3.1
Household debt to GDP remained unchanged from December levels, household financial liabilities
relative to financial assets increased slightly and household net financial position to GDP declined
marginally, indicating some weakening in overall balance sheet health

Source: BOJ

quarter, suggesting that financing conditions were largely unchanged during the review period.31,32,33

Notably, households’ debt-to-GDP ratio grew by 0.5 percentage point to 32.9 per cent, suggesting a

slight worsening in households debt sustainability (see Figure 3.4).

31 As at March 2026, the weighted market loan rates were 12.0 per cent, 8.7 per cent and 9.6 per cent for commercial banks,
building societies and merchant banks respectively.

32 As at March 2026, lending rates on personal loans and mortgages from DTIs grew by 0.34 pp and 0.01 pp while instalment
credit declined by 0.01 pp, compared to the December 2025 quarter.

33 See Bank of Jamaica Monetary Policy Press Release, March 2026
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Figure 3.2
Household loan growth decelerated, reflecting a slowdown in consumer loan growth

Source: BOJ

Figure 3.3
Household lending continued to shift toward residential mortgages, reflecting a decline in consumer
loan lending

Source: BOJ
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Figure 3.4
Household debt relative to DTIs’ total assets and total loans remained broadly unchanged, indicating
stable household leverage

Source: BOJ

The quality of loans extended to the HH sector by DTIs improved marginally over the review period.

However, this movement did not reflect a substantive strengthening in underlying asset quality. The

ratio of HH NPLs to total HH loans declined to 2.8 per cent at end-March 2026, compared to 3.6 per

cent in the December 2025 quarter. This reduction was largely attributable to the write-off of a block of

fully provisioned personal loan facilities by a single institution. A disaggregation of the portfolio reveals

that the mortgage PDL ratio worsened and continued to exceed that of consumer loans, although the

latter showed considerable improvement at end-March 2026 (see Figures 3.5, 3.6, 3.7).

Notwithstanding, DTIs continued to maintain sufficient coverage of NPLs, as the sector’s loan loss

provisions to non-performing HH loans ratio remained above 100 per cent at end-March 2026 (see

Figure 3.5).
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Figure 3.5
Household NPLs relative to HH loans declined from December levels, while the coverage ratio im-
proved slightly, indicating stronger loan loss protection

Source: BOJ

Figure 3.6
DTIs’ consumer NPL ratio improved while residential mortgage NPL ratio worsened slightly, indicating
relatively stable credit quality

Source: BOJ
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Figure 3.7
DTIs’ consumer PDL ratio and residential mortgage PDL ratio improved, signalling a decline in past-
due loans

Source: BOJ

Residential Real Estate Price Index (RREPI)

The Residential Real Estate Price Index (RREPI) indicated a decline in residential property

prices during the March 2026 quarter.34 More specifically, the national index fell by 4.2 per cent,

year-on-year, following growth of 2.5 per cent in the December 2025 quarter (see Figure 3.8). The

outturn largely reflected declines in the Rest of Jamaica and Kingston & St. Andrew, of 10.1 per cent

and 1.2 per cent, respectively. Meanwhile, St. Catherine recorded modest growth of 1.9 per cent.35,36

The decline in the Rest of Jamaica sub-index since the March 2025 quarter may, in part, reflect softer

demand conditions in tourism-linked and investment-oriented real estate markets. Unlike Kingston &

St. Andrew and St. Catherine, where housing demand is more closely tied to owner-occupiers and

34 The RREPI series is smoothed using the Holt-Winters double exponential method to reduce short-term volatility arising
from fluctuations in transaction volumes. The smoothing is intended to limit statistical noise and improve the interpretation
of underlying price trends.

35 Property prices in Kingston & St. Andrew and St. Catherine increased by 2.3 per cent and 5.1 per cent, respectively.
While prices in the Rest of Jamaica declined by 11.4 per cent in December 2025.

36 The sub-indices were aggregated into an All-Jamaica RREPI using annual transaction-value weights that were periodically
updated to reflect changes in market activity.
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domestic mortgage activity, property markets across several parishes in the Rest of Jamaica are likely

more influenced by discretionary investment demand, including vacation properties, short-term rental

activity, and purchases by overseas-based Jamaicans. These market segments may be relatively

more sensitive to increase in borrowing costs, softer global economic conditions, and moderation in

tourism-related investment demand.

Figure 3.8
Residential property prices declined in the March 2026 quarter amid subdued market activity

Source: BOJ

Notably, national property price growth has moderated since the March 2025 quarter, with the na-

tional index recording a decline during the review quarter. The recent easing in residential property

prices occurred in the context of relatively subdued housing market activity, as transaction volumes

in the underlying dataset remained below historical averages. The outturn may, in part, reflect the

impact of tighter financial conditions and increasing borrowing costs on housing demand in some

market segments. Developments, however, remained uneven across regions, suggesting continued

heterogeneity in Jamaica’s residential real estate market.
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4 Stress Tests

Standard stress tests conducted during the review period reaffirmed the overall resilience

of Jamaica’s financial system to a range of severe but plausible macro-financial shocks.

The assessments, which covered market, credit, liquidity, and contagion risks, indicated

that while a few institutions experienced marginal declines in capital adequacy, sector-wide

capital and liquidity buffers remained sufficient to absorb potential losses. Reverse stress

testing further demonstrated that DTIs and securities dealers would maintain capital ade-

quacy ratios above prudential thresholds even under extreme scenarios involving sharp in-

creases in interest rates, liquidity outflows, and equity price declines. Historical comparisons

showed that resilience within the DTI sector remained steady, while the securities dealers

sector recorded gradual strengthening over the past year. Contagion assessments pointed

to limited systemic spillover risks, though linkages involving systemically important financial

institutions continued to represent key channels of potential vulnerability within the financial

network.

Stress Testing Shock Assumptions

Against the background of ongoing military conflict in the middle east, which has materially

impacted financial markets globally, stress tests were conducted to assess the resilience of

the financial system to a range of severe but plausible macro-financial shocks. A moderate and

severe scenario were considered. The shocks were determined using established empirical relation-

ships between macroeconomic and macro-financial variables. The initiating point for the calibration

of the shocks is the Bank’s medium-term macroeconomic projections and the prevailing global eco-

nomic outlook. These projections are then used to estimate potential impacts on the financial system,

while accounting for second order effects and feedback loops. The determined shocks for the market,

credit and liquidity risks are presented in Table 4.1. The shocks were applied to the balance sheets of

deposit-taking institutions (DTIs) and securities dealers (SDs) based on data as at end-March 2026.
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Market risk stress tests assessed the impact of increases in bond yields, funding cost, reduc-

tions in equity prices as well as foreign currency depreciations on DTIs’ and securities dealers’

capital adequacy ratios (CARs). It was assumed that domestic and external bond yields will rise by

170 basis points (bps) under the moderate scenario. Under the severe scenario, domestic currency

bond yields is increased by 225 bps while foreign currency bond yields are increased by 275 bps (see

Figure 4.1).37,38

The funding impact was calibrated by using the relationship between the market interest rate

and the implied interest rate on liabilities (deposit, repos etc) for financial entities. As such,

a 170 bps increase in interest rates is equivalent to a 20.0 and 27.0 per cent increase in interest

expenses for DTIs and a 27.0 and 36.0 per cent increase in interest expenses for SDs under the

moderate and severe scenarios, respectively (see Table 4.1).

The equities and foreign exchange risks assessed financial entities exposure to shifting mar-

ket dynamics as a result of global energy market disruptions. For equities, a 15.0 and 25.0 per

cent decline in stock market performance was assumed under the moderate and severe scenarios,

respectively. For foreign exchange, a 9.0 and 12.0 per cent depreciation of the domestic currency

was assumed under the moderate and severe scenarios, respectively.

The credit risk stress test simulated an increase in loan delinquencies driven by reduced eco-

nomic activity, increased input costs and a decline in real wages.39 The credit risk shock uses

a baseline impact of 30.0 and 45.0 per cent, under the moderate and severe scenarios, respectively.

These shocks are augmented using a sectoral exposure matrix which magnifies the shocks on sectors

most heavily exposed to energy prices.

Simulations were also conducted to evaluate the second-round contagion impact on the financial

system of the combined shocks noted above. The contagion stress test examines the potential for

distress from one financial institution to spill over onto other institutions within the financial system.

37 As a result of the increases in GOJ bond yields, the market values of these securities were computed and the derived fair
value losses were deducted from available buffer capital. If the buffer capital was insufficient to cover losses, the residual
losses were deducted from statutory capital and the corresponding post-shock CAR re-calculated.

38 The standard stress test shocks utilized are symmetric increases of 100bps in the moderate scenario and 150 bps in the
severe scenario

39 The credit shock impacts provisioning for NPLs and loss in interest income. Thereafter, the post-shock CAR is calibrated.
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Table 4.1
Stress Testing Shock Assumptions

Risk Risk Factors Moderate Shocks Severe Shocks
a. Market Increase in yields

Global bonds 170 bps 275 bps

Domestic bonds 170 bps 225 bps

Increase funding costs
DTIs 20% 27%

SDs 27% 36%

Decline in equity prices 15% 25%

FX depreciation 9% 12%

b. Reputation Deposit/Repo withdrawal 20% 30%

c. Credit Increase in NPLs
Energy Dependent Sectors Adjusted Based on

Exposure
Adjusted Based on
Exposure

Broad Economy 30% 45%

Aggregated stress test & Second round impact a+b+c a+b+c
Source: BOJ

5 Outlook

Financial and Policy Developments

Jamaica’s recent credit-rating upgrade reflects improved policy credibility and resilience, reinforcing

investor confidence and access to external financing on favourable terms. Nonetheless, global finan-

cial tightening and shifts in investor sentiment could elevate refinancing costs and increase exposure

to exchange-rate risk.

As a consequence of the ongoing GOJ debt reduction program, the access of financial institutions to

risk-free assets is expected to decline over the medium term. This may prompt portfolio adjustments,

with potential implications for liquidity and yield dynamics in domestic bond markets. Financial insti-

tutions may seek alternative investment opportunities, including increased exposure to private-sector
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credit and foreign assets, which could introduce new risk dimensions.

Financial institutions maintain robust capital and liquidity buffers, supported by sound profitability and

active risk management. The ongoing implementation of Basel III standards, including the Capital

Conservation Buffer and consistent with the Systemic Risk Buffer (SyRB) framework continues to

enhance resilience. The introduction of an LCR early-warning mechanism further bolsters liquidity

monitoring, thereby supporting proactive supervisory intervention where needed. These reforms will

further reinforce the capacity of the financial system to absorb shocks and sustain credit intermedia-

tion.

Emerging Risks and Structural Vulnerabilities

The recent passage of HurricaneMelissa and the resultant economic disruptions are expected to pose

near-term credit risks, particularly to the Construction, Agriculture, and Tourism sectors, as potential

declines in output and cash flows could weaken loan quality and lead to higher NPLs if real-sector

recovery is delayed.

The rapid modernization of Jamaica’s payment systems and broader financial infrastructure has intro-

duced new vulnerabilities, increasing exposure to cyberattacks, data breaches, and third-party service

disruptions. If not properly mitigated, these risks could erode public confidence and disrupt the de-

livery of essential financial services. The Bank of Jamaica has issued guidelines promoting sound

cybersecurity practices and strengthened its incident-reporting framework. Nonetheless, given the

evolving threat landscape, ongoing risk assessments and regular system-wide resilience testing re-

main critical to safeguarding operational integrity across the financial system.

Furthermore, climate and environmental risks also continue to represent a significant structural vulner-

ability. Jamaica’s geographic location makes it highly susceptible to hurricanes, floods, and droughts,

posing direct threats to physical infrastructure and economic output. At the same time, evolving do-

mestic and international climate policies present transition risks that may affect the valuation of assets

and the creditworthiness of firms operating in carbon-intensive sectors. Financial institutions will need

to expand their climate-risk disclosure practices, develop robust scenario analyses, and integrate

green-finance strategies into their operations to manage these exposures effectively.
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Global tensions and the reconfiguration of supply chains could lead to fluctuations in commodity prices,

and increased friction in the flow of capital. These developments could contribute to greater macroe-

conomic volatility, which can have material impact on the stability of the financial system due to shifts

in investor sentiments. Maintaining diversified trading relationships and strengthening external buffers

will therefore be critical to mitigating these risks.

Within the domestic landscape, real estate exposures warrant ongoing vigilance. Early indicators point

to potential misalignment in asset-price valuation/stretched asset valuations which pose a risk to the

wider financial system in the event of a shift in risk appetites which is likely to lead to price corrections.

However, sectoral indicators remain broadly sound with asset quality of mortgage and construction

loans remaining healthy. Continued monitoring of loan-to-value ratios, debt-service burdens, and

collateral valuations is necessary to safeguard financial stability.

Together, these risks underscore the need for continued vigilance and proactive policy coordination.

Maintaining robust capital and liquidity buffers, strengthening supervisory frameworks, and expanding

risk monitoring to include new sources of systemic vulnerability will be critical to preserving financial

stability in an increasingly complex environment.
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6 Appendix

Figure 6.1
Evolution of risk exposure indicators

Risk exposure indicators:

1. Credit Risk - NPLs/Loans (SDs); NPLs (net)/ Capital

2. Interest Rate Risk - Cumulative maturity gap < 30 days, < 90 days, < 360 days/Assets, DVBP/Capital

3. Foreign Exchange Risk - NOP/Capital, FX liabilities/Total liabilities

4. Liquidity Risk - Liquid assets/total assets, liquid assets to short-term liabilities
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Table 6.1
Network Metrics for the Interbank Gross Funding Network

J$ Billions Jun-25 Dec-25 Mar-26
Total System Funding to Exposure 495.7 507.4 482.9

Network Metrics
Network Mean 1.1 1.1 1.0
Reciprocity40(%) 54.9 43.9 42.2
Density41(%) 30.7 28.6 27.7
Systemic Risk Score42 7.3 6.7 6.7
Fragility Score43 17.0 15.5 15.0
Diameter44 5 5 8

Source: BOJ
Note: Data for Sep-25 are excluded from this table due to identified data quality issues.

40 Reciprocity reflects the proportion of bi-directional funding relationships (Entity X both sends and receives funding from
Entity Y and vice versa) that exist in the network.

41 Density measures the proportion of actual funding relationships in the system against the total number of potential funding
relationships in the network.

42 The systemic risk score quantifies systemic risk in the financial system by combining each institution's contribution to
interbank network risk for a specific period weighted by its overall ranking in the financial system. This score excludes
foreign institution relationships.

43 Fragility refers to how quickly the failure of any one institution would trigger failures across the network. The greater the
degree of concentration in a few institutions the higher the fragility. Scores above 2 are considered fragile.

44 Diameter indicates the “speed” of contagion, the more institutions on the diameter the slower the “speed” of contagion.
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