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FSC Financial Services Commis-
sion

NPL Non-Performing Loan
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FSSC Financial System Stability
Committee
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FX Foreign Exchange Q-O-Q Quarter Over Quarter

GDP Gross Domestic Product ROA Return on Asset

GI General Insurance ROE Return on Equity

GOJ Government of Jamaica RWA Risk-Weighted Assets

GOJGB Government of Jamaica
Global Bonds

SD Securities Dealer

HH Household SIFI Systemically Important Finan-
cial Institution

HQLA High Quality Liquid Assets SRR Special Resolution Regime

ICs Insurance Companies SyRB Systemic Risk Buffer

IFRS International Financial Report-
ing Standard

Y-O-Y Year Over Year
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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.
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Overview

The domestic financial sector remained stable during the June 2026 quarter amidst the lingering ef-

fects of Hurricane Melissa and prevailing external risks, which adversely affected economic growth

and inflation. Economic activity is estimated to have contracted further by 2.7 per cent during the

review quarter, as recovery in several hurricane-affected sectors remained uneven. At the same time,

inflation rose to 6.7 per cent in June 2026, breaching the Bank of Jamaica’s target range. This outturn

primarily reflected the pass-through of higher international commodity and energy prices. Despite

these developments, regulated financial institutions continued to operate broadly within established

prudential requirements. In addition, the Bank’s composite indicators of financial stress remained be-

low established crisis thresholds.

This resilience was supported by prudent supervisory oversight and relatively stable domestic finan-

cial market conditions. Specifically, Bank of Jamaica maintained its policy rate at 5.50 per cent during

the review period while continuing to ensure the orderly functioning of the payments system and for-

eign exchange market. Exchange rate volatility moderated, with the Jamaican dollar appreciating by

1.2 per cent year over year at end-June 2026, supported by healthy levels of foreign exchange re-

serves. Investor sentiment remained positive, as reflected in a 2.2 per cent increase in the Jamaica

Stock Exchange Main Index during the quarter. Meanwhile, the decline in Government of Jamaica

Eurobond yields suggested a moderation in sovereign risk perceptions.

Looking ahead, the near-term outlook remains subject to notable uncertainty. Risks emanating from

geopolitical tensions, commodity price movements and the pace of domestic recovery could adversely

affect macroeconomic performance and financial sector outcomes. Higher inflation and weaker-than-

anticipated economic activity may constrain borrowers’ debt-servicing capacity and contribute to a

deterioration in asset quality. In addition, claims-related costs arising from post-hurricane effects

could have implications for the profitability of insurers and the affordability of insurance products. At

the same time, uncertainty regarding the future path of monetary policy amid increased inflationary

pressures could contribute to heightened financial market volatility and associated valuation losses.

vi OVERVIEW
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To assess resilience, stress tests were conducted across the financial sector. System-wide stress-

testing results continue to demonstrate the financial sector’s capacity to withstand severe but plausi-

ble macro-financial shocks. Accordingly, financial authorities remain committed to strengthening the

resilience of the financial system through enhanced supervision, robust risk monitoring and the con-

tinued implementation of strategic regulatory reforms, including the Twin Peaks framework, Basel III

standards and initiatives addressing cyber and climate-related risks.

1 OVERVIEW
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1 Macro-Financial Environment

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

continued resilience in the domestic financial system despite lingering effects fromHurricane

Melissa and global uncertainty. The financial system continued to expand, driven mainly

by growth in DTI assets, while capital and profitability indicators generally remained sound.

Overall, the financial system remained broadly stable, supported by adequate capital buffers,

resilient funding profiles and contained foreign exchange risk.

Global Growth

Global growth forecasts were revised downwards as reported in the IMF’s July 2026 World

Economic Output (WEO) update.1 Global annual real GDP growth is forecast at 3.0 per cent for

2026, down from 3.1 per cent as reported in the IMF’s April 2026 WEO publication (see Figure 1.1).

The slowdown reflects ongoing geopolitical tensions, particularly the war in the Middle East. However,

the negative supply shock is being partly offset by advances in artificial intelligence and its adoption.

The risk to the outlook is skewed to the downside given the possibility of escalation in geopolitical

tensions and its negative effects on commodity price volatility and global supply chains.

Macro-Financial Index

Aggregate macro-financial conditions in Jamaica improved during the June 2026 quarter, reflecting

continued resilience in the financial system.2 The macro-financial index (MaFI) eased to 12.0 points

for the review quarter, relative to 13.0 points for March 2026 quarter. However, the index remained

above the 9.0 points recorded in June 2025. Notwithstanding the year-over-year increase, the index

stayed well below the threshold that signals the emergence of a crisis (see Figure 1.2).

1 See IMF World Economic Outlook, July 2026.
2 The index trended up during the latter part of 2024 capturing weak economic growth due to Beryl but subsequently im-
proved.

2

https://www.imf.org/-/media/files/publications/weo/2026/update/july/english/text.pdf
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Figure 1.1
Global growth projection revised downward given ongoing geopolitical tensions (percentage points)
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Figure 1.2
The Macro-Financial Index eased for the review quarter indicating resilience in the financial system
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The June 2026 quarter displayed improved stockmarket performance, stable interest rate differentials,

and moderated growth in private sector credit, indicative of improved investor confidence and more

accommodative financial conditions. However, heightened geopolitical tensions in the Middle East

remains a key source of uncertainty for the domestic macro-financial environment.3

Looking ahead, aggregate macro-financial conditions are projected to improve over the forecast hori-

zon, with the MaFI declining from 11.0 points in September 2026 to 9.0 points in December 2026,

where it is expected to remain through March 2027. These projected index values remain well below

the crisis threshold, indicating that the domestic financial system is expected to remain resilient de-

spite continued uncertainty surrounding geopolitical tensions. The projected improvement in macro-

financial conditions primarily reflects a moderation in the contribution of macro-financial measures,

while fiscal measures and BOJ monetary variables are expected to remain stable. Although elevated

global commodity prices are expected to continue exerting upward pressure on domestic inflation,

overall risks to the domestic macro-financial environment are projected to remain contained over the

forecast horizon.

Figure 1.3
The foreign exchange market remains stable in the context of lower volatility
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The Bank maintained its monetary policy rate at 5.50 per cent effective 29 June 2026 (see Figure 1.4).

This decision to keep the policy rate unchanged was taken to limit the potential upside risk to inflation

3 Interest rate differential refers to the difference between the interest rates of two comparable interest-bearing assets or
investments.
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in the context of continued geopolitical tensions. DTIs’ average deposit and lending rates declined

by 5.8 and 3.3 basis points (bps) at end-June 2026 relative to end-March 2026, respectively.4 The

recent decline in DTIs’ average lending rate represents a third consecutive quarterly decline, a trend

which has not been observed since December 2021.
Figure 1.4
Declines across GOJGB yields, deposit and lending rates
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The weighted average GOJ Eurobonds’ yield declined by 36.8 bps at end-June 2026 relative to end-

March 2026. A disaggregation of the yields shows that the GOJGBs (6.75% 2028, 8.00% 2039 and

7.875% 2045) declined by 79.7, 55.1 and 46.2 bps, respectively, at end-June 2026, relative to end-

March 2026 (see Figure 1.4).5 In the context of the decline in bond yields, bid prices for the GO-

JGBs increased. The GOJGBs (6.75% 2028, 8.00% 2039, and 7.875% 2045) increased by US$1.18,

US$5.20, and US$5.62 at end-June 2026 relative to end-March 2026.

Domestic Equity Prices increased during the quarter. The JSE’s Main Market, Financial (FI) and

Manufacturing & Distribution (M&D) indices increased by 11.5, 3.1 and 14.3 per cent (y-o-y) at end-

June 2026, respectively (see Figure 1.5).6 However, the JSE’s Main Market and FI indices increased

quarter over the quarter (q-o-q) by 2.3 and 7.1 per cent, respectively, whereas the M&D index declined

by 3.1 per cent (q-o-q) (see Figure 1.5). Over the review period, the overall growth in the JSE’s Main

4 DTIs' average deposit and lending rates declined by 7.6 and 16.4 bps at end-March 2026 relative to end-December 2025.
5 The GOJGB Yields reflect Bid Prices.
6 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.

5
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Market Index was largely driven by stronger performances in large market capitalization stocks across

both the Financial and Manufacturing and Distribution segments. Notably, the Scotia Group Jamaica

Limited (SGJ) stock has seen its share price appreciate since the June 12, 2026 announcement of

a definitive arrangement to take SGJ private.7 The appreciation was driven by the share repurchase

price which offered a 13 per cent premium on the weighted average trading price on June 11, 2026.

Figure 1.5
Growth in JSE largely driven by price appreciation in large market cap stocks
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System Evolution

Financial System

The financial system remained resilient over the review period, supported by continued bal-

ance sheet expansion and generally strong profitability.8 Total financial system assets grew by

10.8 per cent (y-o-y) to $6 519.7 billion, equivalent to 183.4 per cent of GDP, at end-June 2026,

marginally above the 10.6 per cent growth recorded at end-March 2026.9 DTIs remained the largest

sub-sector, accounting for 48.2 per cent of total financial system assets. Profitability also strengthened

marginally, with annualized ROE and ROA increasing to 13.9 per cent and 2.1 per cent, respectively,

from 13.8 per cent and 2.0 per cent at end-March 2026, alongside an increase in annualized pre-tax

7 See Scotiabank Privatising.
8 Insurance, pensions, unit trusts and collective investment schemes (CIS) data are reported with a lag; therefore, projections
are used for the current review period.

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 trusts and collective investment schemes (CIS).

6

https://cdn.jamstockex.com/pd/2026/06/Scotiabank-Privatising-SGJL.pdf
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profits to $105.4 billion from $102.8 billion.10 The improvement was primarily driven by stronger DTI

earnings, which more than offset weaker profitability among SDs and insurers, with insurers continu-

ing to reflect post-Hurricane Melissa claims-related pressures.11 Against this backdrop, profitability re-

mained broadly aligned with relevant international benchmarks, supporting internal capital generation

and the financial system’s capacity to absorb potential shocks, notwithstanding emerging pressures

within some sub-sectors.12

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 23.0 points at end-June 2026, from 24.0 points at end-March 2026 and 26.0 points

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

The quarterly improvement was primarily driven by a 1.0 point improvement in the financial institution

loans to total loans ratio, which moved to a signal of 3.0 points over the review period. Overall, the

results suggest continued strengthening in the banking sector’s financial soundness and profitability

indicators (see Figure 1.6).13

Deposit-taking Institutions Sector

DTIs remained resilient at end-June 2026, supported by continued balance sheet expansion

and stable deposit funding amid moderating economic contraction, elevated inflation and con-

tinued external uncertainty. Total assets grew by 6.7 per cent (y-o-y) at end-June 2026, driven

primarily by increases in Loans, Advances & Discounts and Investments of 6.8 per cent and 10.4

per cent, respectively (see Figure 1.7).14 Loan growth continued alongside a third consecutive quar-

10 Financial system profitability indicators exclude the pensions, unit trusts and collective investment schemes (CIS) sub-
sectors due to data limitations.

11 General insurers recorded an annualized after-tax loss for the year ended-March 2026, while profitability among life
insurers also moderated.

12 Based on IMF Financial Soundness Indicators (FSIs), Jamaica's financial system profitability remained broadly aligned
with regional and emerging market peers.

13 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.

14 Loans, Advances & Discounts recorded the largest nominal increase in assets, while Investments recorded the strongest
percentage growth among the major asset classes.

7
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Figure 1.6
The Micro-Prudential Index shows improvement, remaining below the crisis threshold.
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terly reduction in lending rates, with credit intermediation remaining resilient despite the prevailing

macroeconomic environment. Asset expansion continued to be primarily funded by deposits, which

increased by 10.3 per cent (y-o-y) and accounted for 84.8 per cent of total liabilities at end-June 2026.

Investment growth was underpinned by increased holdings of GOJ Securities and Foreign Govern-

ment Securities, which grew by 26.4 per cent and 14.1 per cent, respectively, more than offsetting a

23.1 per cent decline in BOJ Securities.15

DTIs’ exposure to valuation losses moderated at end-June 2026, against the backdrop of the

earlier reduction in the policy rate, despite continued external uncertainty. Fair value losses

declined to $4.1 billion from $6.2 billion at end-March 2026, while the ratio of fair value losses to

regulatory capital improved by 0.8 percentage point to 1.4 per cent (see Figure 1.8). Notwithstanding

this improvement, the concentration of DTI investment portfolios in GOJ securities continues to expose

the sector to interest rate risk, with renewed adverse market movements potentially affecting capital

15 The decline in BOJ securities, the first since the March 2025 quarter, primarily reflected the maturity of several instruments
during the review period, alongside increased allocations to GOJ and foreign government securities.
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Figure 1.7
DTI Balance Sheets Continued to Expand, Supported by Loan and Investment Growth
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positions.16

Figure 1.8
DTIs Fair Value Losses Moderated
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DTIs remained well capitalized at end-June 2026, with all institutions maintaining capital levels

above the prudential minimum requirement. The sector’s CAR increased to 14.9 per cent from

14.3 per cent at end-March 2026, remaining comfortably above the 10.0 per cent prudential minimum

(see Figure 1.7). The improvement reflected a 5.9 per cent increase in the sector’s capital base,

which outpaced the 1.1 per cent growth in risk-weighted assets during the quarter. These capital

buffers continued to support the sector’s capacity to absorb potential macro-financial shocks.17

16 Fair value losses within the DTI sector were primarily concentrated in one entity, largely reflecting the timing of its secu-
rities acquisitions. The securities associated with the largest valuation losses were acquired prior to the monetary policy
tightening cycle and subsequently experienced larger declines in value as yields increased and bond prices fell, despite
the entity maintaining a broadly similar asset portfolio to other DTIs.

17 The susceptibility of entities with comparatively lower capital buffers is highlighted in the results of various top-down stress
tests conducted by the BOJ (see Section 4.0). The BOJ has continued its heightened monitoring and supervision of these
entities.
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Securities Dealers Sector

The securities dealers’ (SDs) sector remained resilient at end-June 2026, supported by con-

tinued balance sheet expansion and strong capital positions. Total assets increased by 3.8 per

cent (y-o-y) to $993.1 billion at end-June 2026, compared with growth of 2.0 per cent at end-March

2026.18 Asset growth continued to be concentrated in Investments, which increased by 3.1 per cent

(y-o-y) to $790.2 billion and represented approximately 79.6 per cent of total assets (see Figure 1.9).

Portfolio allocations remained tilted toward domestic securities, particularly Public sector domestic

securities, which increased by 16.3 per cent (y-o-y), while foreign currency investments declined by

4.0 per cent.19

Figure 1.9
Annual Change in Securities Dealers’ Asset and Investment Composition
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Fair value losses on SDs’ securities portfolios moderated during the June 2026 quarter, revers-

ing the deterioration recorded in the previous quarter. Fair value losses declined to $7.8 billion

at end-June 2026 from $9.0 billion at end-March 2026. Consequently, the ratio of fair value losses

to regulatory capital improved by approximately 0.8 percentage point to 5.2 per cent over the same

period (see Figure 1.11). The moderation in valuation losses was consistent with some easing in

18 The analysis is based on a representative sample of the top ten securities dealers, which account for the majority of the
sector's assets, based on data available up to end-June 2026.

19 Growth in domestic investments also reflected an 8.9 per cent increase in other local securities. Foreign currency in-
vestment trends were mixed: holdings of foreign government securities increased by 77.9 per cent, while Jamaican
Government foreign currency securities and other foreign currency investments declined by 14.4 per cent and 7.6 per
cent, respectively. Investments in shares declined by 4.1 per cent.
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financial market pressures during the quarter, although continued geopolitical uncertainty and the risk

of renewed market volatility remained relevant to the sector given its significant securities holdings.

The expansion in SDs’ balance sheets was supported by continued growth in funding, while

capital adequacy remained broadly stable and well above the regulatory early-warning bench-

mark. Total funding increased by 3.8 per cent (y-o-y), driven primarily by a 4.4 per cent expansion in

repo liabilities, which continued to account for approximately 81.3 per cent of total funding (see Fig-

ure 1.10).20 The sector’s capital adequacy ratio (CAR) remained broadly unchanged at 21.7 per cent

at end-June 2026 and continued to exceed the FSC’s 14.0 per cent early-warning benchmark (see

Figure 1.11). Regulatory capital increased marginally during the quarter to $149.9 billion, alongside

a modest increase in risk-weighted assets to $670.3 billion.

Figure 1.10
Securities Dealers’ Repo Liabilities and Capital Adequacy
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Insurance Sector

The insurance sector remained broadly resilient at end-March 2026, notwithstanding continued

post-hurricane pressures within the general insurance sector.21 Total industry assets increased

by 28.4 per cent (y-o-y) to $752.1 billion, driven primarily by continued growth in general insurers’ as-

20 The increase in repo funding was concentrated among non-financial corporate and retail clients, for which liabilities in-
creased by 12.9 per cent and 16.8 per cent (y-o-y), respectively. In contrast, repo liabilities to DTIs and other SDs/FSC
licensees declined by 13.7 per cent and 26.6 per cent, respectively.

21 Insurance industry data are reported with a lag and were available up to end-March 2026. The data reflect the implemen-
tation of IFRS 17, which took effect on 01 January 2023 and replaced IFRS 4 for the accounting of insurance contracts.

12



FSSC20(260908)01
Macroprudential Policy Report | June 2026

Figure 1.11
SD Fair Value Losses Moderated
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sets. More specifically, general insurers’ assets more than doubled to $238.1 billion, largely reflecting

the continued build-up in Reinsurance Contract Held Assets. Reinsurance Contract Held Assets rose

to $124.2 billion at end-March 2026 from $94.2 billion at end-December 2025, reflecting reinsurance

recoverables for catastrophe-related claims following Hurricane Melissa.22 The life insurance sector

remained comparatively stable, with total assets increasing by 6.7 per cent (y-o-y) to $513.9 billion,

supported by continued growth in its investment portfolio to $407.8 billion (see Figure 1.12).

Investment growth remained positive across both insurance sub-sectors at end-March 2026,

despite a quarterly contraction in general insurers’ investment holdings. General insurers’ total

investments increased by 1.6 per cent (y-o-y) to $51.6 billion, notwithstanding a 20.2 per cent quarterly

decline from end-December 2025. Annual growth in the investment portfolio was primarily reflected in

Term Deposits and Repos (one year or less), Government Securities and Bonds and ordinary shares,

22 Reinsurance Contract Held Assets increased by approximately 373.0 per cent in the December 2025 quarter, from $19.9
billion at end-September 2025 to $94.2 billion, and by a further 31.8 per cent during the March 2026 quarter. Conse-
quently, reinsurance assets accounted for approximately 52.1 per cent of general insurers' total assets at end-March
2026, compared with 42.7 per cent at end-December 2025. In contrast, general insurers' investment assets declined to
$51.6 billion from $64.7 billion over the quarter.
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Figure 1.12
Annual Change in Life and General Insurance Asset Composition
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while longer-term term deposits and repos declined (see Figure 1.13).23 Life insurers’ investment

portfolio increased by 6.5 per cent (y-o-y), supported primarily by continued growth in government

securities and bonds.24 The concentration in longer-term GOJ securities increases the sensitivity of

life insurers’ investment portfolios to movements in domestic bond yields. At end-March 2026, life

insurers recorded unrealized fair value losses of approximately $0.7 billion, driven primarily by valua-

tion losses on bond holdings, which predominantly comprise GOJ securities.25 These developments

underscore the sector’s exposure to changes in financial market conditions and associated valuation

risks.

23 At end-March 2026, general insurers' holdings of term deposits and repos with maturities of one year or less increased by
6.0 per cent (y-o-y), while holdings with maturities greater than one year declined by 44.9 per cent. Government securities
and bonds and ordinary shares increased by 7.5 per cent and 14.5 per cent, respectively.

24 Life insurers' holdings of government securities and bonds increased by approximately 10.1 per cent (y-o-y) to $281.9
billion at end-March 2026 and accounted for approximately 69.1 per cent of total investments. These holdings were
concentrated in longer-term GOJ securities, with GOJ securities maturing over one year increasing by 20.4 per cent
(y-o-y) to $244.8 billion and accounting for approximately 86.8 per cent of total government securities and bonds.

25 Fair value losses on bonds amounted to approximately $1.1 billion at end-March 2026, partly offset by gains on preferred
and ordinary shares.
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Figure 1.13
Quarterly Change in Life and General Insurance Investment Composition
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Despite a further increase in general insurers’ claims-related liabilities at end-March 2026, the

sub-sector’s capital position remained adequate. Of note, Insurance Contract Liabilities for gen-

eral insurers increased further to $175.0 billion from $147.4 billion at end-December 2025, amid ele-

vated claims-related obligations.26 Against this background, the general insurance sub-sector’s sol-

vency ratio declined further to 16.9 per cent from 18.7 per cent at end-December 2025, remaining

below the prescribed 25.0 per cent requirement (see Figure 1.14).27 Nevertheless, the sub-sector’s

MCT ratio increased marginally to 174.8 per cent from 172.3 per cent and remained above the 150.0

per cent prudential benchmark. The improvement in the MCT ratio reflected a 4.4 per cent increase

in Total Capital Available to $31.8 billion, which outpaced the 2.9 per cent increase in Total Capital Re-

quired to $18.2 billion.28 In contrast, the life insurance sector remained well capitalized at end-March

2026, with its LICAT ratio increasing marginally to 217.8 per cent from 216.6 per cent at end-2025,

26 Total liabilities of general insurers increased to $200.5 billion at end-March 2026 from $185.9 billion at end-December
2025, while shareholders' equity declined to $33.8 billion from $34.8 billion.

27 The solvency ratio is a broader balance sheet strength indicator, defined as: Solvency Ratio = Net Assets (or Shareholders' Equity)
Total Liabilities ×

100. The ratio captures the extent to which shareholder capital provides coverage for an insurer's liabilities and reflects
overall balance sheet strength. The continued breach of the prudential minimum reflects post-hurricane balance sheet
stress associated with elevated claims activity and related liabilities following Hurricane Melissa.

28 The Minimum Capital Test (MCT) ratio is the primary risk-based capital adequacy measure for the general insurance
sector, defined as: MCT Ratio = Total Capital Available

Total Capital Required × 100, where required capital is determined using prescribed risk
charges. The increase in Total Capital Required reflected higher insurance and asset risk capital requirements. The
MCT benchmark was initially set at 250.0 per cent in 2019, reduced to 175.0 per cent effective December 2022 and
subsequently to 150.0 per cent in 2023.
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remaining well above the 100.0 per cent prudential minimum. The sub-sector’s solvency ratio also

remained broadly stable at 39.3 per cent and above its prescribed minimum.29

Figure 1.14
Insurance Overall Sector and Sub-Sectors’ Trends in Capital
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29 The LICAT (Life Insurance Capital Adequacy Test) is the regulatory risk-based capital standard for life insurers under
IFRS 17 and is defined as: LICAT Ratio = Available Capital

Base Solvency Buffer × 100. The FSC has set the minimum LICAT benchmark at
100.0 per cent.
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2 Macroeconomic Exposures/Vulnerabilities

The Jamaican financial system remained resilient during the June 2026 quarter despite con-

tinued uncertainty surrounding global economic conditions and the ongoing recovery from

Hurricane Melissa. Credit quality developments were mixed, as higher loan delinquencies,

driven mainly by the Tourism sector, contrasted with a decline in non-performing loans and

stronger provisioning buffers. Foreign exchange risk exposures moderated, with deposit-

taking institutions recording a smaller net open short FX position and securities dealers

reducing their net open long positions. Liquidity buffers remained strong, with all deposit-

taking institutions maintaining liquidity coverage ratios well above regulatory requirements,

reinforcing the resilience of the financial system.

Credit Risks

Credit risk indicators within the DTI sector presentedmixed signals at end-June 2026, as rising

loan delinquencies contrasted with modest improvements in non-performing loans. Aggregate

past-due loans (PDLs) increased at end-June 2026, compared with a decline in the March 2026

quarter. This deterioration was largely driven by higher PDLs in the Tourism sector, alongside a smaller

increase in the Construction sector. The increase in tourism-related delinquencies occurred against

the backdrop of continued uncertainty surrounding global travel demand and the ongoing recovery

from Hurricane Melissa.30 Consequently, the ratio of PDLs to gross loans rose to 3.4 per cent at

end-June 2026 from 2.7 per cent at end-March 2026. Despite the increase in past-due loans, non-

performing loans (NPLs) declined at end-June 2026, following the decline recorded in the March 2026

quarter. While loan delinquency indicators deteriorated during the quarter, the stock of non-performing

loans continued to decline. As a result, the NPL-to-gross-loans ratio edged down to 2.2 per cent from

2.3 per cent in the previous quarter. Notwithstanding the overall improvement in NPL performance,

the Tourism sector recorded a marginal increase in its NPL ratio, indicating some weakening in credit

30 See Bank of Jamaica, Summary of Monetary Policy Discussions and Decisions, June 2026.
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quality within this segment.

Provisioning levels strengthened during the reviewperiod, enhancing theDTI sector’s capacity

to absorb potential credit losses.31,32 The NPL coverage ratio increased to 111.0 per cent at end-

June 2026 from 107.6 per cent at end-March 2026, reflecting a combination of lower NPL balances and

continued growth in provisions during the review period. Consequently, DTIs remained well positioned

to absorb potential losses from impaired loans. Meanwhile, the loan loss provisioning rate, measured

by the ratio of loan loss provisions to total loans, declined to 2.2 per cent at end-June 2026 from 2.6

per cent at end-March 2026, consistent with the modest improvement in NPL performance during the

quarter.33

Market Risk Exposures

Foreign Exchange Risk Exposures

At end-June 2026, the DTI sector recorded a short FX position of 7.0 per cent of its capital base, com-

pared with a net open short position of 10.1 per cent at end-March 2026, indicating a reduction in FX

risk exposure during the quarter.34,35 Historically, the DTI sector has generally maintained a net open

short FX position. The sector’s short position widened between end-December 2025 and end-March

2026 before moderating during the June 2026 quarter. This widening occurred amid heightened un-

certainty surrounding the domestic and global economic outlook, elevated commodity prices and the

implementation of measures to preserve stability in the foreign exchange market during the ongoing

post-Hurricane Melissa recovery.36

31 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.

32 The prudential benchmark for the NPL coverage ratio is 50.0 per cent.
33 Loan loss provisions represent the net new allowances that DTIs make against bad or impaired loans. Under IFRS, they
comprise provisions for impairment plus prudential provisions and are expressed as a percentage of total loans.

34 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.

35 These positions were within the prescribed range of +15 per cent/-25 per cent established by the Bank.
36 See Bank of Jamaica, Summary of Monetary Policy Discussions and Decisions, June 2026.
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Similarly, the SD sector’s net open long FX position declined to 4.8 per cent of its capital base at

end-June 2026 from 9.1 per cent at end-March 2026. This reduction largely reflected a shift from net

long to net short FX positions among a few SIFIs during the quarter, alongside a moderation in the

size of some long FX positions (see Figure 2.1).

Figure 2.1
Net Open FX Position to Capital
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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-

June 2026.37 Total Jamaica dollar LCRs ranged from 143 to 414 per cent for the majority of DTIs,

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

37 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 2.2
JMD and USD Liquidity Coverage Ratio
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in business models and market positioning (see Figure 2.2).38

Box 2.1: A Domestic Cyclical Systemic Risk Indicator (d-SRI) for Jamaica
The Bank of Jamaica has developed a Domestic Cyclical Systemic Risk Indicator (d-SRI) to

strengthen the identification and monitoring of cyclical vulnerabilities in the financial system.a The

indicator is designed as a forward-looking measure that combines information from key macro-

financial variables, including bank credit-to-GDP, real total credit, real equity prices and Jamaica’s

external position, into a single measure of systemic risk.

The d-SRI was developed to provide early warning signals of rising systemic vulnerabilities and support

the calibration of macroprudential policy (see Figure 2.3). Results from the study indicate that the indicator

38 These outlier institutions reported LCRs of 417, 486 and 732 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 resulted in improved LCRs that reflect strong liquidity buffers but also points to underutilised lending
potential within the sector.
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performs well in distinguishing periods preceding episodes of financial stress. Under out-of-sample testing,

the d-SRI demonstrated strong predictive performance and provided reliable signals of increasing cyclical

risk.

Figure 2.3
Baseline Domestic Cyclical Systemic Risk Indicator

Source: BOJ

The analysis also suggests that increases in the d-SRI are associated with weaker economic activity over

the medium term. Specifically, higher levels of systemic risk are followed by lower real GDP growth after

an initial short-lived expansion, with the adverse effects being more pronounced when the economy is

operating below potential.

The development of the d-SRI represents an important enhancement to BOJ’smacroprudential surveillance

toolkit. By providing timely information on the build-up of cyclical vulnerabilities, the indicator can support

the implementation of pre-emptive policy measures aimed at safeguarding financial system resilience and

promoting sustainable economic growth.
a See Identifying Financial Stress and Safeguarding Economic Growth: The Development of a Domestic Cycli-
cal Systemic Risk Indicator for Jamaica
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3 Sectoral Vulnerabilities

Credit growth strengthened in the June 2026 quarter, reflecting faster household loan growth

and increased lending to the non-financial corporate (NFC) sector. Household debt sustain-

ability remained broadly stable, while corporate indebtedness increased marginally along-

side stronger lending activity. Household loan performance improved modestly, while de-

velopments in corporate credit quality were mixed, as declines in non-performing loans con-

trasted with higher levels of past-due loans, particularly within the Tourism and Construction

sectors. Rising delinquencies in these sectors, together with continued deterioration in Agri-

culture loan performance, highlight pockets of emerging credit risk within the corporate loan

portfolio.

System-wide Vulnerability Assessment

System-wide vulnerabilities remained broadly contained at end-June 2026, supported by gen-

erally strong capital and earnings, although important sector-specific risks persisted. DTIs

remained principally exposed to interest rate and non-financial corporate credit risks, with the lat-

ter associated with higher NPLs in Agriculture and emerging post-hurricane pressures in Tourism

and Construction, while liquidity risk moderated. Securities dealers remained vulnerable to adverse

sovereign yield movements and market-driven liquidity demands, reflecting their concentration in do-

mestic public-sector securities and reliance on repo funding. Insurance-sector risks were concen-

trated in claims-related liquidity, underwriting and reserving pressures, with general insurers addition-

ally exposed to the timely settlement of reinsurance recoverables, while life insurers remained sensi-

tive to domestic bond-market movements.39 Notwithstanding the improved macroeconomic outlook,

these vulnerabilities support continued targeted stress testing and enhanced monitoring of sectoral

and interconnected exposures, together with readiness to deploy sectoral capital or provisioning mea-

39 Reserving risk is the risk that insurance liabilities are underestimated, i.e., claims reserves are insufficient to cover future
claim payments. Lower reserving risk reflects prudent reserving practices and the use of reinsurance to mitigate potential
underestimation of liabilities.
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sures if corporate credit deterioration persists, strengthen liquidity and concentration requirements for

DTIs and securities dealers, and coordinate enhanced reserving, reinsurance and catastrophe-risk

oversight for insurers.

Figure 3.1
DTI vulnerabilities were concentrated in non-financial corporate credit and interest rate risks
at end-June 2026.
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Source: BOJ
Risk exposure indicators40: [1] Credit Risk (households and NFCs) - NPLs/Loans; NPLs. (net)/ Capital [2] Interest Rate
Risk - Cumulative maturity gap < 30 days and < 90 days/Assets, GOJ global bond yields, treasury bill rates. [3] Foreign
Exchange Risk - NOP/Capital, FX liabilities/Total liabilities. [4] Liquidity Risk - Liquid assets/total assets and liquidity
coverage ratio.

DTI Sector Vulnerabilities

DTI sector vulnerabilities remained elevated at end-June 2026, with interest rate and non-

financial corporate credit risks representing the principal areas of exposure. Non-financial

corporate credit risk increased markedly to a rank of 9 from 5 at end-June 2025, as the ratio of

non-performing corporate loans to total corporate loans more than doubled (see Figure 3.1).41 This

deterioration primarily reflected increased NPLs in the Agriculture sector, as previously delinquent ex-

41 The ratio of non-performing non-financial corporate loans to total non-financial corporate loans increased to 3.81 per cent
at end-June 2026 from 1.46 per cent at end-June 2025.
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posures migrated into non-performing status amid lingering post-hurricane pressures. Although DTIs

maintained adequate provisioning coverage at end-June 2026, rising past-due loans in the Tourism

and Construction sectors following Hurricane Melissa represent a forward-looking vulnerability, as

their potential migration into non-performing status could continue to influence NFC credit quality over

the near to medium term. Liquidity risk moderated to a rank of 4 from 8 at end-June 2025, reflecting

improvements in both the liquidity coverage ratio and liquid assets relative to total assets.42 These

improvements indicate a strengthening in DTIs’ capacity to meet short-term liquidity demands under

stressed conditions.

Interest rate risk also remained elevated, while household credit risk moderated and foreign

exchange risk remained comparatively contained. Interest rate risk was unchanged at a rank of 8,

as the sector’s negative cumulative maturity gaps widened across the monitored horizons, increasing

its exposure to the repricing of liabilities relative to assets.43 The reduction in the sensitivity of capital

to changes in yields and the moderation in fair value losses discussed in the preceding sector analysis

provided some offset. Household credit risk declined to a rank of 6 from 8, reflecting a reduction in the

household non-performing loan ratio.44 Foreign exchange risk also declined to a rank of 4 from 5 and

remained comparatively moderate. However, the sector moved from a broadly balanced net foreign-

currency position to a modest net short position, while the share of foreign-currency loans extended

to borrowers without foreign-currency income increased marginally.45 Accordingly, the lower foreign-

exchange risk rank should be interpreted cautiously, as the underlying indicators do not point to an

unambiguous reduction in exposure. Overall, strong capital and earnings continued to support the

sector’s resilience; however, the results underscore the need for intensified surveillance of corporate

credit quality and continued monitoring of liquidity, interest rate and foreign-exchange exposures.

42 The liquidity coverage ratio increased to 199.1 per cent at end-June 2026 from 191.8 per cent at end-June 2025, while
liquid assets increased to 20.0 per cent of total assets from 18.7 per cent.

43 The absolute cumulative maturity gaps of up to 30, 90 and 365 days increased to 48.1 per cent, 50.4 per cent and 50.1
per cent of total assets, respectively, from 46.6 per cent, 49.0 per cent and 49.5 per cent at end-June 2025. Conversely,
the ratio of DVBP to capital declined to 11.2 per cent from 15.4 per cent.

44 The ratio of non-performing household loans to total household loans declined to 2.21 per cent at end-June 2026 from
2.52 per cent at end-June 2025.

45 The net open foreign-currency position moved to negative 7.0 per cent of capital at end-June 2026 from negative 0.3 per
cent at end-June 2025, while foreign-currency loans to non-foreign-currency earners increased to 5.3 per cent of total
foreign-currency loans from 5.0 per cent.
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Figure 3.2
Securities dealers’ vulnerabilities remained broadly contained at end-June 2026, with interest
rate and concentration risks as the principal areas of exposure.
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Source: BOJ
Risk exposure indicators: [1] Liquidity Risk - Liquid assets/total assets, liquid assets/short-term liabilities, repo
liabilities/total liabilities, borrowings/total liabilities. [2] Foreign Exchange Risk - NOP/capital, FX liabilities/total liabilities.
[3] Interest Rate Risk - Cumulative maturity gap < 30 days, < 90 days, < 365 days/Assets, DVBP/Capital. [4]
Concentration Risk - Equity investments/total investments, government securities/total investments, investments/total
assets. [5] Counterparty Risk - (Loans + receivables + non-government securities)/total assets.
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Securities Dealers Sector Vulnerabilities

The securities dealers’ overall vulnerability profile remained broadly contained at end-June

2026, with interest rate and concentration risks representing the principal areas of exposure.

Interest rate risk increased to a rank of 7 from 5 at end-June 2025, primarily reflecting greater sensitivity

of regulatory capital to changes in yields, although improvements in cumulative maturity gaps partly

mitigated this exposure (see Figure 3.2).46 Concentration risk also increased to a rank of 6 from 4,

consistent with the shift toward domestic public-sector securities discussed in the preceding sector

analysis. Notwithstanding the improved domestic outlook, this increased the sector’s exposure to

sovereign yield movements and the potential for valuation losses and collateral calls should ongoing

geopolitical tensions trigger renewed global market volatility and an adverse reversal in yields.47

Other vulnerabilities remained comparatively low, although liquidity risk increased relative to

end-June 2025. Liquidity risk rosemoderately to a rank of 3 from 2, as liquid assets declined relative to

total assets and repo funding remained dominant; however, improved coverage of short-term liabilities

and lower reliance on other borrowings provided some offset.48 In contrast, foreign exchange risk

declined to a rank of 1 from 2, owing mainly to a narrowing of the sector’s net open foreign-currency

position, while counterparty risk remained at a rank of 1 as exposures to loans, receivables and non-

government securities declined relative to total assets.49 Overall, the results underscore the need for

continued monitoring of the sector’s sensitivity to sovereign yield movements and its capacity to meet

market-driven liquidity demands under renewed volatility.

Insurance-sector vulnerabilities diverged across the two sub-sectors at end-March 2026, re-

flecting differences in their business models and exposure to recent shocks. General insurers

faced broad-based claims-related pressures following Hurricane Melissa, while life insurers exhibited

46 The ratio of dollar value of a basis point to regulatory capital increased to 0.0125 per cent from 0.0087 per cent. Conversely,
the sector’s negative cumulative maturity gaps of up to 30, 90 and 365 days narrowed relative to end-June 2025.

47 Government securities increased to 43.8 per cent of total investments from 40.7 per cent at end-June 2025. This increase
more than offset the risk-mitigating effects of lower equity investments and a marginal decline in investments relative to
total assets.

48 Liquid assets declined to 15.1 per cent of total assets from 16.7 per cent, while repo liabilities increased marginally to
81.3 per cent of total liabilities. Conversely, liquid assets relative to short-term liabilities increased to 21.1 per cent from
17.5 per cent.

49 The net open long foreign-currency position narrowed to 4.8 per cent of capital from 22.0 per cent, while loans, receivables
and non-government securities declined to 56.6 per cent of total assets from 59.9 per cent.
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a comparatively less severe but mixed risk profile.

Insurance Sector Vulnerabilities

Figure 3.3
General insurers’ vulnerabilities increased markedly at end-March 2026 amid broad-based
claims-related pressures.
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Source: BOJ Risk exposure indicators:[1] Liquidity Risk - Insurance contract liabilities/cash & cash equivalents. [2]
Counterparty Risk - Reinsurance Assets/total assets. [3] Interest Rate Risk - Investment assets/insurance liabilities. [4]
Underwriting Risk - Insurance service expenses/insurance revenue. [5] Reserving Risk - Insurance contract liabilities/total
assets.

General insurers’ vulnerability profile increased markedly at end-March 2026, reflecting the

continued transmission of Hurricane Melissa-related claims through the sub-sector’s opera-

tions and balance sheets. Underwriting and reserving risks both increased to a rank of 9, from

ranks of 1 and 5, respectively, at end-March 2025 (see Figure 3.3). The increase in underwriting

risk reflected insurance service expenses significantly outpacing insurance revenue, indicating that

claims and related expenses exceeded the revenue generated from insurance activities. Reserving

risk also increased as insurance contract liabilities accounted for a substantially larger share of total

assets, increasing the sub-sector’s sensitivity to reserve-estimation uncertainty and further adverse
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claims development.50 These movements are consistent with the elevated claims-related obligations

and weaker insurance service performance discussed in the preceding sector analysis and indicate

that post-hurricane pressures remained the principal source of vulnerability.

Claims-related pressures also transmitted to general insurers’ liquidity and reinsurance coun-

terparty exposures. Liquidity risk increased to a rank of 9 from 1, as the growth in insurance liabilities

substantially outpaced the increase in cash and cash equivalents, reducing the availability of immedi-

ately accessible resources relative to claims-related obligations.51 Counterparty risk also increased

to a rank of 9 from 3, reflecting the significant build-up in reinsurance recoverables following the

hurricane.52 While these recoverables provide an important mechanism for transferring catastrophe

losses, their increased balance-sheet significance heightens general insurers’ dependence on the

timely settlement of claims by global reinsurers and their continued capacity and willingness to pro-

vide coverage. In contrast, measured interest rate risk remained at a rank of 1, as investment assets

declined relative to insurance contract liabilities; however, this largely reflected the sharp increase in

claims-related liabilities rather than a broad-based strengthening in the sub-sector’s risk profile.53

In contrast, life insurers exhibited a comparatively less severe vulnerability profile, although

liquidity, underwriting and reserving risks remained elevated. Liquidity risk increased to a rank

of 8 from 6 at end-March 2025, as insurance contract liabilities increased relative to cash and cash

equivalents, indicating some reduction in the sub-sector’s capacity tomeet insurance obligations using

immediately available resources (see Figure 3.4). Underwriting risk also increased markedly to a

rank of 8 from 1, reflecting a rise in insurance service expenses relative to insurance revenue. This

movement is consistent with the weaker insurance service performance discussed in the preceding

sector analysis and suggests increased pressure on the profitability of core insurance activities.54

50 Insurance service expenses increased to 161.6 per cent of insurance revenue at end-March 2026 from 30.3 per cent at
end-March 2025, while insurance contract liabilities increased to 73.5 per cent of total assets from 53.1 per cent.

51 The ratio of insurance contract liabilities to cash and cash equivalents increased to 7.21 times at end-March 2026 from
3.19 times at end-March 2025.

52 Reinsurance contract held assets increased to 52.1 per cent of total assets from 13.3 per cent at end-March 2025. The
higher ratio reflects increased claims recoverable from reinsurers and does not, by itself, indicate deterioration in reinsur-
ers' credit quality.

53 Investment assets declined to 29.5 per cent of insurance contract liabilities from 91.9 per cent at end-March 2025.
54 The ratio of insurance contract liabilities to cash and cash equivalents increased to 8.70 times at end-March 2026 from
8.05 times at end-March 2025, while the ratio of insurance service expenses to insurance revenue increased to 80.3 per
cent from 76.4 per cent.
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Figure 3.4
Life insurers’ vulnerabilities were comparatively less severe at end-March 2026, although
liquidity, underwriting and reserving risks remained elevated.
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Risk exposure indicators: [1] Liquidity Risk - Insurance contract liabilities/cash & cash equivalents. [2] Counterparty
Risk - Reinsurance assets/total assets. [3] Interest Rate Risk - Investment assets/insurance liabilities. [4] Underwriting
Risk - Insurance service expenses/insurance revenue. [5] Reserving Risk - Contractual service margin (CSM)/insurance
liabilities.
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Reserving risk remained elevated at a rank of 8, compared with 9 a year earlier, as the contractual

service margin declined relative to insurance contract liabilities.55 Accordingly, the marginal decline in

the risk rank should not be interpreted as a substantive improvement, as the underlying indicator points

to a smaller buffer against adverse changes in future claims, expenses and policyholder behaviour.

Life insurers’ counterparty and interest rate risks remained comparatively moderate. Counter-

party risk was unchanged at a rank of 4, as reinsurance assets remained negligible relative to total

assets, indicating substantially less dependence on reinsurers than observed among general insur-

ers.56 Interest rate risk also remained at a rank of 3, notwithstanding amarginal increase in investment

assets relative to insurance contract liabilities.57 While the cobweb indicates comparatively moderate

interest rate risk, the concentration in longer-term government securities discussed in the preceding

sector analysis leaves life insurers exposed to valuation changes arising frommovements in domestic

bond yields.

Overall, the contrasting risk profiles underscore the need for continued monitoring of liquidity, under-

writing and reserving pressures across both sub-sectors, alongside reinsurance-related exposures

among general insurers and financial-market sensitivity among life insurers.

Credit-to-GDP Gap

During the June 2026 quarter, the total credit-to-GDP gap remained negative, although the negative

gap continued to narrow.58,59 The total credit-to-GDP gap grew to -0.9 per cent at end-June 2026

55 The contractual service margin declined to 15.2 per cent of insurance contract liabilities at end-March 2026 from 22.6
per cent at end-March 2025. The contractual service margin represents unearned profit expected to be recognized as
insurance services are provided and provides an indication of the capacity to absorb certain adverse changes in estimates
relating to future insurance services.

56 Reinsurance contract held assets represented approximately 0.06 per cent of total assets at end-March 2026, broadly
unchanged relative to end-March 2025.

57 Investment assets increased to 137.2 per cent of insurance contract liabilities at end-March 2026 from 135.6 per cent at
end-March 2025.

58 The credit-to-GDP gap indicator measures the deviation of credit-to-GDP from its long-term trend. It is a systemic risk
indicator associated with financial cycles which signals the extent of credit risk accumulation. A positive outturn indicates
credit is growing faster than its long-term trend and may signal excessive credit expansion. Negative values indicate
credit is below its long-term trend and may indicate tight credit conditions or deleverage in the economy.

59 Total credit used to calculate the credit-to-GDP gap is comprised of private sector credit, credit issued to the public sector
and corporate securities held by DTIs. Nominal GDP is annualized by calculating a 4-quarter rolling sum. The trend in
credit/GDP is estimated using the Hodrick Prescott (HP) filter data smoothing econometric technique.

30



FSSC20(260908)01
Macroprudential Policy Report | June 2026

from -1.7 per cent at end-March 2026 (see Figure 3.5).60 The household gap rose to -1.6 per cent

at end-June 2026 from -1.9 per cent at end-March 2026 and the non-financial corporate gap to -1.8

per cent from -2.1 per cent. Despite household credit continuing to expand faster than non-financial

corporate sector credit, the sharp and continued deceleration in annualized nominal GDP growth was

the main driver for all credit-to-GDP gap composites. The total credit-to-GDP gap is projected to range

between -2.7 per cent to -1.3 per cent over the next four quarters, continuing to reflect muted cyclical

credit pressures.61

Figure 3.5
Credit-to-GDP Gap Indicators

Source: BOJ

Household Sector

DTIs’ loan portfolio continued to be dominated by household (HH) loans, which accounted for 53.2

per cent of DTIs’ total loans and 28.1 per cent of total assets at end-June 2026, remaining relatively

unchanged from 53.1 per cent and 27.8 per cent, respectively, in the March 2026 quarter (see Figure

3.6). 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.

60 This outturn was below both the Bank of International Settlements' (BIS) upper threshold of 10.0 per cent and BOJ's early
warning threshold of 2.5 per cent for financial-cycle-related credit risks.

61 The projected path for total credit-to-GDP gap is based on a two-year average qoq growth in private credit and qoq growth
in annualized nominal GDP.
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Figure 3.6
Household debt-to-GDP remained stable, while the household sector’s financial liabilities-to-assets
ratio declined slightly and its net financial position relative to GDP improved marginally

Source: BOJ

HH loan growth accelerated to 7.6 per cent (y-o-y) at end-June 2026 from 7.1 per cent at the end of

the March 2026 quarter (see Figure 3.7). The acceleration was primarily driven by continued strong

growth in residential mortgage loans, which increased to 12.40 per cent in June 2026 from 11.21 per

cent in March 2026, while consumer loan growth moderated slightly to 3.00 per cent from 3.19 per cent

over the same period (see Figure 3.8). 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 51.5 per cent from end-March 2026, while consumer loans declined by 0.7 percentage points

to 48.5 per cent over the same period. Interest rates on personal loan facilities including mortgages

remained broadly unchanged relative to the March 2026 quarter, suggesting that financing conditions

were generally stable during the review period.62,63,64

62 As at March 2026, the weighted market loan rates were 12.0 per cent, 8.7 per cent and 9.7 per cent for commercial banks,
building societies and merchant banks respectively.

63 As at June 2026, lending rates on personal loans and mortgages from DTIs grew by 0.03 pp and 0.01 pp while instalment
credit declined by 0.02 pp, compared to the March 2026 quarter.

64 See Bank of Jamaica Monetary Policy Press Release, March 2026
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Notably, households’ debt-to-GDP remained unchanged at 32.9 per cent, indicating that there was no

deterioration in household debt servicing capacity (see Figure 3.9).

Figure 3.7
Household loan growth accelerated, driven by stronger residential mortgage lending despite slower
consumer loan growth

Source: BOJ

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

The ratio of HH NPLs to total HH loans declined to 2.6 per cent at end-June 2026 from 2.8 per cent in

the March 2026 quarter. A disaggregation of the portfolio, however, revealed mixed developments in

loan performance. While the residential mortgage PDL ratio declined marginally, it remained above

the consumer PDL ratio, which increased during the review period (see Figures 3.10, 3.11 and 3.12).

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

sions to non-performing HH loans ratio remained above 100 per cent at end-June 2026 (see Figure

3.10).
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Figure 3.8
Household lending continued to shift toward residential mortgages, as mortgage loans accounted for
a larger share of household credit

Source: BOJ

Figure 3.9
Household debt relative to DTIs’ total assets and total loans increased marginally, indicating broadly
stable household leverage

Source: BOJ
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Figure 3.10
Household NPLs relative to HH loans declined from March levels, while the coverage ratio improved
significantly, indicating stronger loan loss protection

Source: BOJ

Figure 3.11
DTIs’ consumer and residential mortgage NPL ratios declined, reflecting improved credit quality

Source: BOJ

35



FSSC20(260908)01
Macroprudential Policy Report | June 2026

Figure 3.12
DTIs’ consumer PDL ratio increased while the residential mortgage PDL ratio improved marginally,
indicating mixed developments in loan delinquency

Source: BOJ
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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 single-factor

scenario was considered. The shocks were determined using established empirical relationships

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 economic

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

accounting for second-order effects and feedback loops. The shocks for themarket, credit and liquidity

risks are presented in Table 4.1. They were applied jointly to the balance sheets of deposit-taking

institutions (DTIs) and securities dealers (SDs) based on data as at end-June 2026.
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Market risk stress tests assessed the impact of increases in bond yields, funding costs, re-

ductions in equity prices, and foreign currency depreciations on DTIs’ and securities dealers’

CARs. The scenario applies a 175 bps increase in domestic bond yields and a 200 bps increase

in global bond yields (see Table 4.1). The domestic shock reflects a moderation in the risk outlook

relative to the previous quarter, supported by an improved inflation outlook and evidence that some

recent risks have already been priced into domestic financial markets.

The funding impact was calibrated using the relationship between market interest rates and

the implied interest rate on liabilities (deposits, repos, and other funding) for financial entities.

Under the scenario, the resulting increase in interest rates is equivalent to a 20.0 per cent increase in

interest expenses for DTIs and a 28.0 per cent increase for SDs (see Table 4.1).

Table 4.1
Stress Testing Shock Assumptions

Risk Risk Factors Scenario
Shocks

a. Market Increase in yields
Global bonds 200 bps

Domestic bonds 175 bps

Increase funding costs
DTIs 20%

SDs 28%

Decline in equity prices 20%

FX depreciation 3%

b. Reputation Deposit/Repo withdrawal 20%

c. Credit Increase in NPLs 25%

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

The equity and foreign exchange shocks assess financial entities’ exposure to shifting market

dynamics and external market conditions. A 20.0 per cent decline in equity prices is applied to

capture significant decline in asset prices. While the foreign exchange shock is calibrated using the

projected exchange rate path under the Bank’s macroeconomic projections.
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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.65 The credit risk shock of

25.0 per cent is calibrated using the 95th percentile of the full historical distribution, inclusive of fi-

nancial stress periods, reflecting a moderate but sufficiently severe tail-risk scenario. This calibration

is consistent with the improved macroeconomic outlook while accounting for increased inflationary

pressures and ongoing geopolitical uncertainty.

The liquidity shock simulated a sharp reduction in deposits and repo liabilities for DTIs and

SDs respectively, and the resulting losses from fire sales of assets, if needed, to meet these

obligations. The 20.0 per cent withdrawal shock is consistent with historically significant net cash

outflows during stress events.

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.

Stress Testing Results

The stress testing exercise indicates that the assessed financial sectors generally remained resilient

under a range of severe but plausible stress scenarios. Strong capital positions across the sectors

helped absorb losses arising from the simulated shocks.

The results suggest that institutions were broadly able to withstand individual market, credit, and

liquidity-related stress events while continuing tomeet applicable regulatory requirements at the sector

level. Exposure to equity market and foreign exchange shocks was generally limited, contributing to

the sector’s overall resilience in these areas.

The assessment also found that liquidity pressures had a more pronounced effect on some business

models than others. While institutions remained operationally resilient under individual stress scenar-

ios, the combined impact of multiple simultaneous shocks resulted in a greater reduction in capital

buffers, highlighting the importance of ongoing risk management and capital planning.

65 The credit shock impacts provisioning for NPLs and loss in interest income. Thereafter, the post-shock CAR is calibrated.
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5 Outlook

Financial and Policy Developments

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 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 intermediation.

Emerging Risks and Structural Vulnerabilities

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.

Global tensions remain a sustained source of uncertainty regarding the potential future paths of com-

modity prices capital flows. Should these tensions intensify, the ramifications would have material

impact on macroeconomic volatility and, as a result, the stability of the financial system due to shifts
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in investor sentiments. Maintaining diversified trading relationships and strengthening external buffers

will therefore be critical to mitigating these risks.

Domestically, real estate exposures warrant ongoing vigilance. Financial entities maintain significant

exposures to real estate and as such are vulnerable to reversals in the notable growth in prices which

has been experienced over the past 8 years. 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.
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