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EFFECTIVE GOVERNANCE
AND PENSION MANAGEMENT

By Professor Trevor Munroe
Summary of presentation delivered at the FSC Pensions
Seminar on February 16, 2012 at the Jamaica Conference Centre
Awareness building is an
indispensable,
but
of
course an insufficient,
condition of effective
governance and this is
what you have asked me to
speak today: Effective
Governance and Pension
Management. By effective
governance we mean, very
simply, “effective steering”
since the term “governance” comes from the
Greek word meaning
“steer”. So, effective governance,
means
the
awareness, the process,
the institutions and the
rules relating to steering;
whether
steering
a
regulatory body like the
FSC, an educational
institution, a business, a
political party, a citizens
association, a community,
an entire nation or in our
case a pension system.
In this regard, experience
is teaching and it is now
increasingly, indeed universally
accepted that progress
cannot be made nor even

past achievement sustained
whether in the household,
in the economy, in culture
or society without effective
governance. In fact, a
fundamental cause of the
financial and continuing
global economic crisis
since 2008 was ineffective
governance, particularly of
the biggest banks and
financial institutions on
Wall Street, ineffective
governance in managing
insatiable
greed
and
unacceptable risk-taking,
particularly with other
people’s money, amongst
the 1% in the United
States and elsewhere
around the world.
As President Obama put it
in his Budget Message on
Monday, February 13, in
the United States “ , those
at the very top grew
wealthier while everyone
else struggled with pay
checks that did not keep
up with the rising cost of
everything from college
tuition to groceries…..

Professor
Trevor Munroe

Then, in the middle of
2008, the house of cards
collapsed….and” Obama
continued, “the regulators
who were supposed to
prevent the crisis either
looked the other way or
did not have the authority
to act.
In the end this irresponsibility
helped trigger the worst
economic crisis since the
Great Depression - millions
of hardworking Americans
lost their jobs, their homes
and their basic economic
security”.
Regrettably for millions
around the world as well, this
is an excellent example of
ineffective governance regulators (and trustees)
cannot ‘look the other way’!
Look at your television
tonight and see the image of
burning
buildings
and
citizens clashing with police
in the streets of Athens
ironically, the cradle of
modern democracy.
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And as you see those
burning buildings, consider that one of the
major
reasons
for
Greece’s fiscal debacle is
ineffective governance of
its taxation system.
KPMG International in
the
November
2011
“Issues Monitor” estimates that “Greek workers and companies have
evaded taxes amounting
to more than EUR 31
Billion (US$42 Billion)
which equals more than
10% of its GDP.”
And before we furrow our
brows and wonder what’s
wrong with Greece, contemplate that the World
Bank in it’s May 2011
study: “Jamaica Country
Economic Memorandum
Unlocking Growth” estimates that in Jamaica,
ineffective governance of
our tax system “has
reduced tax revenue by
an
estimated
20%,
significantly reducing the
Government’s spending
capacity” at a time when
there is the most dire
need for resources to be
deployed in our clinics
and hospitals, in our
schools and infirmaries.
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EFFECTIVE GOVERNANCE AND PENSION MANAGEMENT
Just as we were in the
dark until recently that
self-confessed moneylaunderer, David Smith,
had donated significant
sums to both political
parties, one far more than
the other but both nevertheless, for the 2007
Jamaican general elections. And then we
wonder why he was
arrested in Turks and
Caicos, in South Florida,
almost everywhere else
but in Jamaica, the very
jurisdiction in which most
of his victims suffered
from his criminal actions!
This leads us to identify
the enemies of effective
governance – SECRECY,
LACK OF INFORMATION, ABSENCE OF
ACCOUNTABILITY. Conversely foundation principles of effective governance – OPENNESS,
TRANSPARENCY AND
ACCOUNTABILITY.
These are principles
which have been seriously lacking and remain
deficient in so many
aspects of national life.
Pension
Management
prior to the 2005 Pensions Act was no exception to this deficit of
effective governance.

Prior to 2005, there was
no enforced or enforceable
mechanism for employees
to know what was going
on in pension schemes to
which they contributed.
There was no legal
requirement for employees
to be represented on
boards of trus tees .
Trustees representing and
chosen exclusively by the
sponsoring
companies
could seek to change
the rules to benefit the
employer.

CONT’D

• No more can a Trustee
Board be made up only of
persons nominated by
the sponsors or the
employer alone or exclusively.
The
Board
“….shall
include at least one
member
nominated
trustee….elected by the
active members of the
fund, moreover the Board
must include, where the
scheme comprises 30 or
more deferred pensioners,
at least one pensioner
trustee”

That need was met in
part by the Pensions Act
of 2005 after much public
discussion and deliberation
in the Parliament. I recall
well the long meetings of
the Select Parliamentary
Committee on which I
served. Under this Act,
you as trustees, with the
oversight of the Financial
Services
Commission,
established in August
2001, now have a most
critical role to play in
pension management by
virtue of that Act.

• But effective governance
requires not just that the
members and pensioners
be represented but they
must know what they are
doing, especially at a time
of great volatility and
much complexity in the
options available for
investment of the fund.

Let us recall 10 important
dimensions of effective
governance brought about
by the Act and it’s Regulations:

In a most insightful article
published in the Journal
Pensions Volume 15 No. 1,
2010, Professor Gordon
Clarke of Oxford University

attributes this in part to
“the apparent inability of
many pension funds to
adequately respond to
the credit crisis and
global recession (due to)
significant failures of
governance.”
Hence Regulation 10
under our Act dealing
with the duties of sponsors
in our Act must be taken
absolutely seriously. It
states that sponsors
“shall….allow the trustees’

This is not a joke business
“Worldwide the value of
pension funds in 2008
amounted to US$22
Trillion down from US$27
Trillion the previous year”.
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EFFECTIVE GOVERNANCE AND PENSION MANAGEMENT
reasonable time off during
working
hours,
with
pay….for training relevant
to the performance of such
duties.” Of course, the
time off needs to have
regard for the sponsors
business. It is imperative in
the interest of effective
governance that you trustees
insist of sponsors living up
to this obligation. Professor
Clarke urged, in the current
climate that trustees “who
are chosen to represent
stakeholders
interest
ought to meet high levels
of
qualifications
for
appointment.”
Otherwise
how will the trustee be able
to exercise effective oversight over investment managers, administrators and
other stake-holders? You
have to get training and you
have to take it seriously!
• Deviant behaviour too
common in relation to either
delay or non-transmission of
statutory deductions by
employers to tax authorities is
not to be countenanced in
relation to members’
contributions to the fund.
Regulation 10 G requires,
and you must insist, that
contributions of the members
shall be remitted to the investment
managers within one week of
the end of the month in which
deductions were made.

• Effective governance also
requires complete openness
and absolute transparency.
Hence trustees shall prepare
and distribute free of charge
to each active member of the
scheme within 4 months at
the end of each plan year, a
benefit statement and to each
new member, full information
on the scheme. None of this
shall be in ‘mumbo jumbo’
either. Regulation 12(1) states
“information disclosed to
participants, beneficiaries and
their representatives shall be
clear, accurate, complete and
timely and where the use
of technical jargon is
unavoidable it shall be
accompanied by an explanation
in simple language.”
•
Effective
governance
requires, and the law
demands, no more “around
the corner” or “behind closed
doors” amendments of Trust
Deed or Plan Rules. Any
intention to amend requires
that members be notified in
writing of that intention, then
amendments be submitted to
the members for approval “at
least 45 days before the date
on which they intend to submit
the amendments to the
Commission of its approval.”
And in the case of amendments
which results in a change in
the fundamental nature or
design of the scheme, at

CONT’D

least 50% plus one of the
members must approve.
The Financial Services
Commission
thereafter
has the final word in
endorsing or refusing to
approve the amendments.
• Effective governance
requires that no more shall
sponsors be able to wind
up schemes and apply the
surplus as they would wish.
After the winding up, the
trustees, let me remind you,
including representatives
of the employees and
pensioners representatives
s hal l f or w ard to the
Commission “the scheme
of distribution of the
surplus
for
the
Commission’s approval.”
• Trustees are to be accountable.
They are to prepare an
annual report of the fund of
the scheme and submit it to
the Commission “and on
request of each participant.”
I believe that this should not
be on request, but obligatory
(Regulation 14).
• Trustees need to ensure
that administrators and
“provide regular, timely,
clear, fair, complete and
accurate information in
reports to the trustees and
their agents.” (Regulation
9(D))

FSC COMPASS | A PUBLICATION OF THE FINANCIAL SERVICES COMMISSION

• Effective governance
requires that you, the trustees
be aware of and ensure that
along with the Financial
Services Commission that
the offences and penalties
specified in Part 6 of the Act
be scrupulously enforced.
For example Section 53
states “a sponsor who fails
to pay over to his investment
manager
contributions
deducted from the salaries
and wages of members,
within 14 days of the end of
the month in which the
deduction was made commits
an offense and is liable on
summary conviction before a
Resident Magistrate to a fine
not exceeding $3 Million.”
• The law also includes a
blanket provision: “A person
who contravenes any provision
of this Act for which no penalty
is provided is liable on
summary conviction before a
Resident Magistrate to a fine
not exceeding $3 Million or to
imprisonment for a term not
exceeding two years.”
These are but some of the
requirements for effective
governance and pension
management. They repose
special authority and special
responsibilities on you, the
trustees of private pension
schemes which fall under
the Pensions Act.
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HOLDING THE REGULATORS ACCOUNTABLE

Summary of speech delivered by Rohan Barnett, Executive Director, FSC at the JSE conference

The issue of holding the
regulators accountable is an
essential ingredient for
having effective regulation
and supervision of the
financial market.
BusinessDictionary.com
defines accountability as:
“the obligation of an individual
or organization to account
for its activities, accept
responsibility for them, and
to disclose the results in a
transparent manner.”
Accountability
versus
Independence
Globally, policymakers are
keen to have oversight and
demand that regulators are
held accountable. Within this
context, the independence of
regulators is never absolute.
However as posited by
Hupkes, Quintyn and Taylor
in an International Monetary
Fund (IMF) working paper: 1
“Accountability
is
not
synonymous with control.
It entails a network of
complementary and overlapping
oversight mechanisms and
control instruments under
which no one actually controls
the independent agency, yet
the agency remains ‘under
control’”
Further:
“Accountability and independence are complementary”

It is within this context that the
International Organization of
Securities
Regulators
(“IOSCO”) mandates that the
regulator should be operationally
independent and accountable
in the exercise of its functions
and powers. The Financial
Services Commission (“FSC”),
a signatory B member of
the IOSCO, is committed to
maintaining clear, consistent,
transparent procedures and
processes for its regulatory
decisions and undertaking
regulatory actions that
assure accountability. The
FSC finances its operations
primarily by levying fees on
regulated entities using a
structured and transparent
approach to cost recovery. In
addition,
the
Financial
Services Commission Act,
2001 (“FSC Act”) while
g rant ing t he Mi ni s ter
the power to give policy
directions, allows for the day to
day operation of the FSC to
reside within its management.
In effect, the FSC is operationally
independent as required by
the IOSCO.
Accountability
Despite its operational
independence, the FSC
remains accountable to
the Government and the
Jamaican Parliament through
the Minister of Finance.

here is a direct line of accountability as the FSC remains a
semi-autonomous
statutory
body and is governed by a
Board of Commissioners
which, with the exception of
the Executive Director, is
appointed by the Minister of
Finance. The Board serve as a
non-executive
committee
responsible for operational
oversight, policy decisions and
remuneration of executive
members. The FSC is required
to submit to the Minster routine
and ad-hoc reports. The FSC is
required by law to consult with
the non-bank industry before it
makes regulations. Fur thermor e, the FSC has
eagerly adopted the international best practice of
consulting with the industry on
a range of regulatory matters.
This process, whilst time
consuming, goes a far way in
(i) balancing the needs of all
our stakeholders and (ii)
enhancing transparency of
regulatory actions. Another
significant way in which the
FSC is held accountable is
that an aggrieved regulated
entity or a customer can appeal
the FSC’s decision to an
independent Appeal Tribunal.
The FSC is also subject to
actions before the courts for
judicial review and mandamus
in appropriate cases.
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Facilitating seminars and press
conferences along with the
publication of the mission
statement, annual and quarterly
reports are some of the
initiatives in which the FSC
makes itself accountable
to the public and customers of
financial services. Furthermore,
the FSC is accountable to
consumers since it processes
and investigates complaints
from the public. It is a common
misconception among the
public: that if a regulated entity
collapses it therefore means
that the regulator was not
efficiently executing its job.
Despite the best efforts of
regulators, effective regulation
cannot prevent or compensate
for imprudent or aggressive
investing, fraudulent practices
or greed. Consequently, there
is no fool-proof method of
preventing a collapse of an
entity. In increasingly complex
markets, no institution can afford
to ignore the importance of
corporate
governance.
Furthermore, companies have a
duty of care to disclose to clients
the risks associated with their
investments and users of
financial services need to
apprise themselves of their
rights.
1 IMF Publication Series, Economic Issues:
Accountability Arrangements for Financial
Sector Regulators, Eva Hupkes, Marc Quintyn,
and Michael W. Taylor, 2006 See
www.imf.org/external/pubs/ft/issues/
issues39/ei39.pdf
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INSURANCE INDUSTRY PERFORMANCE: DECEMBER 2011

Performance of General as at 2011 September 30; nevertheless, the industry remained adequately capitalised. For the year
Insurance Companies
ending 2011 December 31, aggregate net premium earned was approximately $13.0 billion reflecting
Total assets of the general an increase of 5 percent over the amount recorded at December 2010. With additional income from
insurance sector at 2011 the disposal of assets during the year, there were significant increases in net investment income
December 31 were $49.9 and other income. Combined net investment income grew by 40 percent to $3.8 billion for the
billion. While this represents a review period while other income for the industry was $370.7 million (December 2010: $8.1 billion).
growth of 4 percent over the Consequently, aggregate total revenue increased to $17.2 billion from the $15.0 billion for the similar
amount recorded at 2010 period in 2010. The aggregate total expenses excluding taxes for the year were $12.4 billion,
December 31, it is 3 percent (December 2010: $13.0 billion). Combined net income before taxes was therefore $4.8 billion for the
less than the total seen as at reporting period, representing a 13.6 percent above the amount recorded in the similar period in 2010.
2011 September 30. This
decline is due mainly to the Performance of Life Insurance Companies
disposal of assets and the Invested assets for life insurance companies grew to $160.9 billion in December 2011 from $148.8
payment of dividends. The billion as at 2010, December 31, but fell by 5 percent from the $168.8 billion recorded at 2011,
capital base for the insurance September 30. Compared to the $174.8 billion as at 2010 December 31, aggregate total assets
industry fell by 5 percent to increased by 8 percent to $189.5 billion as at 2011 December 31; however, this amount was 3
$16.4 billion compared to the percent less than the amount recorded as at 2011 September 30. Similarly, the combined capital
$17.2 billion as at 2011 September base fell from $59.7 billion as at 2011 September 30, to $52.5 billion at 2011 December 31,
30; nevertheless, the industry (December 31, 2010: $52.8 billion). The fall in both aggregate assets and combined capital was due
remained
adequately to the payment of dividends to shareholders. For the year ended 2011 December 31, net premiums
capitalised. For the year earned for the industry amounted to $30.0 billion reflecting an increase of 17 percent over the
ending 2011 December 31, similar period in 2010. Aggregate net investment income fell by $833 million to $15.8 billion, as a
aggregate net premium result of lower interest rates. While total revenue for the industry for the year was $48.4 billion
earned was approximately (December 2010: $44.5 billion), total expenses excluding taxes for the life insurers amounted to
$13.0 billion reflecting an $36.4 billion (2010: $33.9 billion). Net income before taxes was $12.0 billion, 13 percent more than
increase of 5 percent over the the amount earned for the similar period in 2010.
amount recorded at December
2010. With additional income Tables 1 and 2 as well as figures 1 and 2 display selected financial indicators for both types of insurance companies.
from the disposal of assets
Table 1: Selected Financial Indicators by Type of Insurance Company, December 2011
during the year, there were
Category of Insurance
significant increases in net
Total
Net
Net
Net
Licensee @December
No of
Total
Invested Premium Investment
Income
Capital &
investment income and other
2011
Licensees
Assets
Assets
Earned
Income
After
Tax
Surplus
income. Combinednetinvestment
income grew by 40 percent to
$'B
$'B
$'B
$'B
$'B
$'B
$3.8 billion for the review
Life Companies
6
189.49
160.87
30.01
15.79
11.16
52.46
period while other income for
10
49.92
34.19
12.97
3.82
3.80
16.59
the industry was $370.7 General Companies
million (December 2010:
$8.1 billion). Consequently,
Total
16
239.41
195.06
42.98
19.61
14.95
69.05
aggregate total revenue
increased to $17.2 billion
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INSURANCE INDUSTRY PERFORMANCE: DECEMBER 2011 CONT’D
Table 2: Selected Prudential Ratios (Insurance Companies) December 2010 – December 2011

Ratio

Sept 11

Dec 11

FSC
Benchmark

Dec10

Mar 11

Jun 11

Solvency ratio

43.36%

43.36%

44.75%

43.99% 38.28%

min of 10%

Return on Capital (YTD)

20.14%

4.40 %

8.45 %

13.10% 22.82%

0% to 20%

Solvency ratio

54.15%

55.89%

51.65%

52.86% 51.55%

min of 25%

Return on Capital (YTD)

12.56%

3.30%

7.60 %

18.05% 29.36%

0% to 20%

Life Companies

General Companies
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SECURITIES INDUSTRY REVIEW OCTOBER - DECEMBER, 2011
Interest rates continue to
trend downward with
yields on the 180 day T-Bill
rate falling by 10 basis
points compared with the
September 2011 quarter
(102 bps compared with
December 2010).

Despite this lower interest
rate environment (average
yield September 2011 quarter, 6.3 percent), demand
for fixed income securities
remains strong. This has
coincided with the 3,565
point gain in the Jamaica
Stock Exchange (“JSE”)
main index.
The Financial Services
Commission
(“FSC”)
supervises 46 securities
dealers
as
Churches
Credit Union Investment
Limited acquired a securities
dealers’ licence during the
quarter.
As of December 2011, the credit
risk weightings applicable to
GOJ foreign currency
denominated
sovereign
debt increased by 12.5
percent. Consequently, the
credit risk weighting on
these securities rose to 75
percent and this credit risk
charge is applicable only to
assets that are held to
maturity (assets for which
there is no trading intent).

Capital levels stood at $69.3 billion as at December 31, 2011 which represents a 10.8
percent growth over the levels recorded as at December 31, 2010; however capital levels
fell marginally in comparison with September 2011.
Aggregate Assets as at the end of December 2011 stood at $503 billion reflecting 2.8 percent
increase over December 2010 but a 3.5 percent decline from September 2011 levels. This fall in
aggregate assets resulted from a combination of accounting re-classification and adjustment in
business models amongst a few dealers. Consumer demand remains strong and falling yields
combined with increased Jamaican equity prices continue to precipitate increased asset prices.
At the end December 2011 funds under management (“FUM”) stood at $653.8 billion representing
an $18.5billion or 2.8 percent decline over the previous quarter ($19.7 billion or 3.1 percent growth
over December 2010). The securities firms reduced their Repo business segment
during the quarter asaggregate Repo liabilities levels continue to fluctuate anddecreased by $2
billion to $382.3 billion as at December 31, 2011. (See Table 1 & Figure 1)

Net profits of $2.2 billion were recorded for the final quarter of 2011 representing a 10.9 percent
increase over the corresponding quarter of 2010. Net interest income for the December
2011 quarter stood at $4.1 billion, a 2.4 percent increase over December 2010 (4.8 percent growth
compared with September 2011). Interest income grew for the first time since March 2011. However
the $9.1 billion in interest income recorded by the securities dealers for the quarter lagged, by
approximately 10 percent,the levels recorded inDecember 2010. In the meanwhile an 18.0 percent
decline in interest expenses was recorded during the quarter. Quarterly non-interest income fell for
the first time since March 2010 declining by 21.7 percent.Growth in interest income has re-emerged
as the main driver of net income.

Table 1: Selected Financial Indicators by Type of Securities Licensee, December 31, 2011
Category of Securities Licensee
@ December 31, 2011

Net
Interest
Income

No of
Licensees

Total
Assets
$'B

$'B

$'B

$'B

$'B

Securities Firms

32

503.04

4.06

2.17

69.29

653.80

Non-Securities Firms

14

345.36

5.12

3.42

74.46

179.71

Of which:
Commercial Banks & Building
Societies
Merchant Banks

2

140.43

2.07

0.03

22.32

0.00

1

20.30

0.09

0.01

4.70

8.88

Insurance Companies

3

157.58

2.48

3.20

43.18

150.72

Others

8

27.06

0.47

0.18

4.26

20.12

46

848.40

9.18

5.59

143.76

833.51

Total
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Net
Income

Capital
Base

FUM
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SECURITIES INDUSTRY REVIEWOCTOBER - DECEMBER, 2011

CONT’D

Operational
expenses
decreased by 15.5 percent
in comparison to December
2010; the first decline in a
year and has partially
contributed
to
the
increased profitability of
the securities dealers.

As a result a2and 6 percentage point decrease in the capital to risk weighted assets
and the low risk assets to Repo liabilities ratios respectively, were recorded for the
review quarter (Table 2).

Interest income remains
the main revenue earner
for
securities
firms,
accounting
for
85.2
percent of total income
generated during the
review period, up from 76.6
percent in September 2011,
reversing the post JDX
trend.

Table 2: Selected Prudential Ratio (Securities Firms) December 2010 - December 2011
Ratio

Jun -11

Sep -11

Dec -11

Capital / Risk Weighted Assets

Dec -10
46%

48%

39%

32%

30%

Capital /Total Assets

13%

13%

14%

13%

14%

≥ 6%

Intermediation Ratio

39%

38%

37%

38%

38%

≤ 50%

115%

127%

120%

117%

111%

≥ 100%

Low Risk Assets/Repo Liabilities

Mar -11

FSC Benchmark
≥ 10%

Figure 1: Trend in Key Indicators Securities Firms, December, 2008 - 2011
800
700
600
500
$ Billion

Two key aspects of the
financial condition of
securities firms monitored
by the FSC are the
adequacy of each firm’s
capital and the quality of
the assets backing liabilities
due to investors. With the
implementation of the 75
percent credit risk charge
on GOJ foreign currency
denominated bonds on the
balance sheet of securities
dealers during the quarter,
an 8. 1 p e r c e n t r i s e in
risk weighted assets on
the balance sheets of
licensees was experienced;
correspondingly, the stock
of low risk assets decreased
by 5.9 percent to $423.6 billion.

The sector though, is adequately capitalized and has remained robust during the period
despite a marginal fall in capital levels. There are adequate assets backing investments,
and it is noteworthy that the low risk asset to Repo liabilities ratio remains above the
FSC’s minimum benchmark.

400
300
200
100
0

Total Assets
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STATUS REPORT ON UNIT TRUSTS AS AT DECEMBER 2011
The Unit Trusts market
consists of nine (9) funds
which are managed by four
(4) fund managers, namely
Barita Unit Trust Management
Company, Scotia Asset
Management
(Jamaica)
Limited, Pan Caribbean
Asset Management, and
Capital & Credit Fund
Managers. For the period
ended December 31, 2011,
one (1) new fund, the Scotia
Premium Money Market
Fund and two additional
portfolios the Sigma Corporate
and the Sigma Venture were
introduced to the market.
Unit trusts portfolios are
composed mainly of fixed
income securities including
GOJ FR and GOJ VR
Investment notes, GOJ
Global Bonds, Repurchase
Agreements,
Local
Registered Stocks (LRS),
Certificates of Deposit (CD)
and Treasury bills, as well as
equities and real estate
investments.

The equity securities are listed on the Jamaica Stock Exchange. It should be noted that of the
nine funds, only one fund, Capital Optimum has a real estate component. As at
December 31, 2011 total funds managed by unit trusts management companies
was approximately $32 billion. The data is compiled for funds under management for five
consecutive quarters commencing December 2010. As at December 31, 2011 net inflow was
9,246,064 units valued at approximately $109 million.

Total

Funds

under

Dec
2011

Sept
2011

Jun
2011

Mar
2011

Dec
2010

32.0

30.8

28.8

25.2

21.5

620,507

847,610

1,284,626

1,419,314

919,043

30,987,194

43,033,828

61,873,302

67,099,865

41,088,386

511,775

383,244

337,061

315,617

259,951

21,741,130

19,600,364

15,766,584

10,072,125

13,852,635

9,246,064

23,433,464

46,106,718

57,027,740

27,235,751

108,732

464,364

947,565

1,103,697

659,092

Management ($’B)
Value of units sold ($‘000)
Total # of units sold
Value of units Redeemed
($’000)
Total # of units Redeemed
Net inflow/outflow (units)
Net inflow/outflow ($’000)

Value of Purchases & Redemptions as at December 31, 2011

Unit Trusts Percentage Market Share as at December 31, 2011

For each reporting quarter,
approximately 86% of the
funds were invested in
fixed income securities,
approximately 12% in
equities, approximately 2%
in cash and other assets and
the remaining 1% invested in
real estate.
FSC COMPASS | A PUBLICATION OF THE FINANCIAL SERVICES COMMISSION

As at December 31, 2011 Scotia
Asset Management maintained
its lead in market share with
64.2%, followed by Pan
Caribbean Asset Management,
Capi tal & Cr e d i t Fu n d
Managers and Barita Unit Trust
Management.
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PENSION STATISTICS AS AT 2011 DECEMBER 31
December 2011

December 2010

December 2009

463
83,141

486
74,673

492
75,358

Number of Active Plans
ActiveMembership

Number of
Active
Plans

Percentage
of Plans

Number of
Members

Percentage
of
Membership

Ass et Value as at
December 31,
2011

Percentage
of Asset
Value

Retirement
Schemes

14

3%

16,021

19%

$ 5,109,392,139

2%

Superannuation
Funds

449

97%

67,120

81%

$259,182,511,536

98%

Total

463

100%

83,141

100%

$264,291,903,675

100%

Bar Chart 3: Asset Values for Superannuation Funds
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$5,109.32
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$0

Dec 2007

Dec 2011

$1,253.91
$215.32

$438.12
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Years

Dec -10

Dec -11

$6,000
Asset Value (Millions)

As at 2011 December 31, there were
four hundred and sixty-three (463)
active pension plans (See Table
below) out of a reported seven
hundred and ninety-eight (798)
plans. Although there has been a
general decline in the number of
plans this did not result in a fall in
active membership over the 3 year
period as active membership
increased by 10.33% between
December 2009 and December
2011 primarily because of increased
enrolment in approved retirement
schemes. The total funds under
management of $264,291,903,675
represented the total fund values of
14 Retirement Schemes and 449
Superannuation Funds. The number
of retirement schemes for the year
under review increased by one over
the previous year. Membership in
retirement schemes increased by
approximately 96.1% in the year 2011
while funds under management in
retirement schemes increased by
87.22%. Of the four hundred and
sixty three (463) active pension
plans as at 2011 December 31 this
comprised 14 Retirement Schemes
and 449 Superannuation Funds with
funds under management of
$264,291,903,675. The number of
retirement schemes for the year
under review increased by one over
the previous year. The funds under
management and number of
members in retirement schemes
reflected an increase of 96.1% while
funds
under
management
increased by 87.22% in the year
under review.

$4,464.92
$4,000

$2,729.05

$2,000
$0

$215.32

$438.12

Dec -07

Dec -08

$1,253.91

Dec -09
Years

Dec -10

Dec -11

Number of
Active
Plans

Percentage
of Plans

Number of
Members

Percentage
of
Membership

Ass et Value as at
December 31,
2011

Percentage
of Asset
Value

Retirement
Schemes

14

3%

16,021

19%

$ 5,109,392,139

2%

Superannuation
Funds

449

97%

67,120

81%

$259,182,511,536

98%

Total

463

100%

83,141

100%

$264,291,903,675

100%
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MUTUAL FUNDS DATA AS AT DECEMBER 31, 2011
There are seventeen mutual
Dec 2011
Sep 2011
Jun 2011
Mar 2011
Dec 2010
funds available for sale in
US$’000
US$’000
US$’000
US$’000
US$’000
Jamaica. These mutual
Total Value of Units Owned
164,547
158,400
180,005
179,068
151,118
funds are managed by four
by Jamaicans
fund managers, namely
Purchases
3,324
5,414
11,267
13,550
10,591
Manulife Mutual Funds
Redemptions
5,195
5,971
4,740
4,717
4,938
(formerly AIC), CI Investments,
(1,871)
(557)
6,527
8,833
5,654
Net Purchases
Scotiabank and JMMB
(Redemptions)
Securities. The mutual fund
investment portfolios are
composed mainly of equities and fixed income securities. As at December 31, 2011, there were approximately 12,000
Jamaicans with units valued at US$164.5 million invested in the mutual funds that are available for sale in Jamaica. The table
above shows the value of units owned by Jamaican investors as well as the purchases and redemptions for the quarters
ended December 2010 to December 2011.

FSC EVENTS - FSC PENSIONS SEMINAR 2012
A section of the Audience at the FSC Pensions Seminar 2012 listening to
Professor Trevor Munroe.

Professor
Trevor Munroe
addressing the audience
at the FSC Pensions
Seminar.

The Financial Services Commission (FSC) hosted a Pensions Seminar on Thursday, February 16, 2012 at the Jamaica
Conference Centre under the theme: Bridging Gaps through Promoting and Understanding Pension Management.
The seminar opened with a Keynote Address by Professor Trevor Munroe entitled “Effective Governance and Pension
Management”. The seminar which targeted trustees, administrators and investment managers of Pensions Plans
sought to highlight the importance of good governance, educate the trustees on a Pension Plan Trust deeds and rules
in order to encourage compliance and greater understanding of the legislation governing private pension plans. The
risk associated with investing in unapproved plans and fostering good relations between the FSC and its pension’s
stakeholders was also emphasised. Approximately one thousand one hundred trustees attended the seminar.
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FSC EVENTS CONT’D
THE FSC’S FINANCIAL EDUCATION PROGRAMME
IN SCHOOLS 2012
Rohan Barnett

Executive Director, FSC presents the prize
of a Compaq Laptop Computer to the most
outstanding school in the Financial Education
Programme in Schools Competition
- Tacius Golding High School. Collecting the
prize is Suzette Harris, teacher, and students
of Tacius Golding High School

Rohan Barnett
Executive Director
FSC

Suzette
Harris
Teacher
Tacius Golding
High School

The FSC partnered with Junior Achievement
Jamaica to deliver a programme of
Financial Education in seven high
schools across Jamaica. The schools
were: Glenmuir, William Knibb, Tacius
Golding, St Jago, Norman Manley, Black
River and Ardenne High schools.
At these schools approximately 250
students were sensitized to budgeting,
investing, making sound financial
decisions and how the financial system
in Jamaica operates. The program also
had an Essay Competition and site visits
by each school of the Jamaica Stock
Exchange, the Bank of Jamaica Money
Museum and the FSC.

FSC’S CORPORATE GOVERNANCE SEMINAR 2012
The FSC hosted a Seminar for representatives
from the private and public sector and its
regulated entities on Thursday, March 15,
2012, at the Jamaica Pegasus Hotel. The
workshop had as its theme, Corporate
Governance: The Foundation for Success,
and opened with a Keynote address by
Mrs. Annemarie Rhoden, Deputy Financial
Secretary, Ministry of Finance, followed by a
presentation by Delano Franklyn from the
Office of the Prime Minister, and then the
Hon Douglas Orane, Executive Chairman,
Grace Kennedy. The focus of the Workshop
surrounded the discussion and presentation of
issues relating to Corporate Governance in
Jamaica, as well as proposing strategies for
its improvement.
FSC COMPASS | A PUBLICATION OF THE FINANCIAL SERVICES COMMISSION

Hon. Douglas Orane

Executive Chairman of Grace Kennedy delivering an Address at the
FSC’s Corporate Governance Seminar on March 16, 2012. Also in
photo is Janet Johnson-Haughton, Director if Compliance and
Internal Control, FSC, Delano Franklyn, Special Advisor, OPM and
Loretta Reid-Pitt, General Counsel, FSC
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FSC UPCOMING EVENTS
Caribbean Association
of Pensions Supervisors
(CAPS) Conference and
Regional Meeting

CAPS
CARIBBEAN ASSOCIATION
OF PENSION SUPERVISORS

The Caribbean Association of Pension Supervisors (“CAPS”) in association
with CARTAC and the Financial Services Commission (“FSC”), will be hosting
the 2nd Annual CAPS Conference at the Hilton Rose Hall Resort and Country
Club in Montego Bay, Jamaica, May 17-18 2012. The theme for the conference is
“The Business of Pension Reform and Regulation: the Caribbean Experience”
The two day Conference will include the following session themes:
• Pension Reform - Developments in Private and Public Pension Reform
• Financial Literacy for Retirement Planning
• Pension Coverage
• The Risk Based Assessment Model – Early Warning Assessment
It is anticipated that approximately 40 participants will attend the
Conference representing management and senior management personnel
from Pension Supervision entities in the region.

FSC QUESTION OF THE QUARTER
Can the FSC do anything to lower my
monthly insurance premium?
The Financial Services Commission (“FSC”) does not have the authority to
stipulate the premiums that insurance companies should charge or the risks
that they should accept. The FSC’s authority is to ensure that the companies
are adequately capitalized to match the risks they assume. Based on our existing
authority a conflict of interest would occur if the FSC had power over the
setting of premiums.
The board of directors and key management personnel are responsible for the
operations of each insurance company. Management of the operations of an
insurance company includes the determination of premium rates sufficient to
earn shareholders a return on investment, meet obligations to policyholders
and cover operating expenses. Therefore, changes in insurance premiums can
only be effected by the insurance company.
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