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Retirement Schemes: Emerging Issues

By Nicolette Jenez, Senior Director, Pensions, FSC. Excerpts of her presentation delivered at a
Retirement Schemes Seminar held on November 27, 2012 at the Terra Nova Hotel.

economy, more employers are taking
the decision to discontinue offering
superannuation funds as a staff
benefit, giving impetus to persons
seeking pensions to look at these
schemes.

Nicolette Jenez, Senior Director, Pensions, FSC,
delivering her presentation at the FSC’s retirement
Schemes Seminar held on November 27, 2012 at
the Terra Nova Hotel.

The focus of my presentation is the
emerging trends and challenges, in
the pension industry, particularly in
relation to retirement schemes. In
Jamaica, while retirements schemes
have been around for many years,
they were not really an attractive
means of saving for retirement until
a major development in 2004, when
the tax exemption on contributions
was raised from a maximum of
$6,000 to 20% of income.
This raised the floor on the level of
investments in schemes. Today,
retirement schemes are seen as the
main vehicle for increasing pension
coverage for the Jamaican labour
force. It is also big business for
pension service providers as with the

There are concerns however being
expressed by many stakeholders,
and as the regulator of the pension
industry, the FSC has a vested interest
in building a pension framework that
is sound, robust and sensitive to the
changing needs of its constituents.
To start off let’s take a look a little
further afield and
focus more
closely on the challenges and trends
emerging in the Jamaican landscape.
The Hong Kong and Shanghai
Banking Corporation (HSBC)
the world's third-largest bank,
conducted an online survey in
December 2010 targeting some
17,000 persons in 17 countries. The
report surveyed individuals of working
age (between 30 and 60 years old);
persons who tended to be above
average in education, lived in urban
areas and had greater access to the
internet. The findings were as follows:
• 64% admitted to being concerned
that they would not be able to cope
financially in retirement.
• One in five persons did not know
what their main source of income
would be at retirement.
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• 10% accepted having to continue
working past retirement age.
• 50% did not have a financial plan.
According to respondents, factors
contributing to fear of retirement
included, but were not limited to:
• Rising life expectancy and the
need to save more.
• Anticipation of the very significant
impact of ill-health on their finances.
• A decline of state pension benefits.
• A reduction in the number of
defined benefit employersponsored plans.
• Apprehension that their savings
would be depleted by unforeseen
events and investment risks.
• 60% of those who did not have a
plan blamed this occurrence on not
having enough money, while 23%
indicated that they did not know
how to go about planning.
An Occupational Pension Schemes
Survey conducted in the United
Kingdom (UK) in 2011 revealed that
the number of people actively saving
in private sector pension schemes
had dipped below three million.
CONTINUED ON PAGE 2
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Retirement Schemes: Emerging Issues CONT’D

A close look at the Jamaican situation
reveals:
• Approximately 40% of the labour
force operates within the informal
sector. Compared to workers in the
formal sector – many of whom join quasi
-mandatory or voluntary pension plans those in the informal sector are typically
not covered well by a pension plan.
• Culturally, many Jamaicans hold the
belief that children represent a pension
cheque or that the government will
provide for them. Some simply believe
that they won’t ever get that old. The low
level of net national savings and the
enormous leap in credit card debt to fund
day to day expenses indicate that many
individuals are not budgeting, saving or
investing in order to have an emergency
fund or let alone to create wealth.

• There is also a definite lack of
sophistication when it comes to
financial matters as evidenced by
how easily persons have be taken in
by the rise of investment scams
commonly referred to by the FSC as
UFOs.
• The result is low pension coverage.
Only 6.6% of the Jamaican labour
force is covered by private pension
plans. Another 10% is covered by the
public pension system.
• The Jamaican population is aging.
With the advances being made in
medicine, people are living longer.
There is therefore a high risk of
Jamaicans
outliving
whatever
savings they may have.
• For many elderly, their subsistence
depends on relatives, the state or the
charitable acts of individuals and
organizations.

In 2009, some 47,000 senior
persons (aged 60 and over)
depended on the Programme for
Advancement through Health and
Education (PATH). While another
10,000 elderly persons who own
houses, could not afford electricity
and running water.
It can then be argued that the
global emerging trend of
unpreparedness for retirement is
also true for Jamaicans. In 2006,
following the enactment of the
Pensions (Superannuation Funds
and Retirement Schemes) Act and
attendant Regulations, industry
statistics revealed that there
were 2 retirement schemes with
membership totaling some 1300
persons.
In comparison, there were close to
500 active superannuation funds
with membership of some 66,000.

Membership Growth - Retirement Schemes
VS Superannuation Funds, Dec. 2009 - Mar. 2012
Membership

We note that the UK now has its largest
ever population of approximately 62.3
million, having grown by 0.8% from
2009 to 2010. The working population
stands at 38 million (61%) and the
number of retired persons, age 65 and
over, is about 19% of the total population
or around 30% of work force
(www.statistics.gov.uk). This means
that there are more persons but they
are making less use of pension
schemes. The Survey Report indicated
that the decline reflected a drop in
confidence and trust in pensions. It
noted that other factors contributing to
the decline included the complexity of
decisions and use of jargons. Additionally,
many retirees found that their pension
income was below expectation.
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Retirement Schemes: Emerging Issues CONT’D

The graph above shows that the
membership in Approved Retirement
Schemes (ARS) has been growing
faster than membership in
Superannuation Funds. As at March
2012, there were 16,201 members in ARS
up from the 7,917 membership in 2009.
Meanwhile membership in SF has not
changed much at 67,120 at March 2012.

Another trend that emerged postlegislation was the move from
Defined Benefit (DB) to Defined
Contribution (DC) plans. The transition
from DB to DC plans in private
sector pensions has had the effect
of shifting investment risk from the
corporate sector to households.
Retirement Schemes are in the main
defined contribution plans. Some
members of retirement schemes are
assuming new responsibilities that
require them to make a variety of
complex financial decisions in both
the asset accumulation phase and in
the decumulation phase. This next graph
shows that pension assets in ARS are
growing faster than that of SF.
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Total Assets for Superannuation Funds
Dec. 2008 - Mar. 2012 ($’B)

The graphs above shows that pension
assets in ARS are growing faster than
that of SF. Given the trend away from
employer sponsored pension plans as
well as the marketing thrust for
retirement schemes, it is reasonable to
believe that ARS will continue to
outgrow SF.
The FSC and the service providers,
have to be ready for this eventuality.
Going back to our HSBC Survey –
there is some good news. The survey
revealed that:
• Planners have amassed nearly 2 ½
times more in their retirement plans
than those persons who do not plan

6
5
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0

• On average, those who plan and take
advice, amassed over 3 ½ times more
in assets than those who don’t take
advice.
Dec Dec Dec Dec Mar
2008 2009 2010 2011 2012
Total Assets for Retirement Schemes,
Dec. 2008 - Mar. 2012 ($’B)

The conclusion is that a combination of
planning and advice yields the best
results. Further, in an article written for
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Moneywise Magazine, Dr. Ros Altmann
made the recommendation that –
“Making pensions more user friendly
could be a major step forward in
restoring a retirement savings
culture”.
Against this background, how then
can the FSC and the service providers
work together? We propose the
following:
1. Increasing pension coverage and
infusing a culture of financial
planning especially for retirement
among the wider population;
2. Improving access to and enhancing
the quality of financial advice; and
3. Using strategies that help to build
trust and confidence
The pension legislation creates
the framework for governance of
retirement schemes and sets out the
reporting requirements for all players.
One of the areas of responsibility
that is greatly emphasised in the
legislation is the need for disclosure.
Unlike occupational pension plans,
retirement schemes are open to the
general public and you will agree
that a lot of abuses can occur.
People can be misled by what is said
as well as what is left unsaid.

CONTINUED ON PAGE 4
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Retirement Schemes: Emerging Issues CONT’D
Governance and disclosure are of
significant importance. The FSC is
mandated by Section 6 of the FSC Act
to promote public understanding of
prescribed financial services. In keeping
with its mandate, the FSC believes that
a national financial education
programme which aims to educate
and empower the public to make
prudent financial decisions and investments is required. A significant
element of this programme focuses on
preparing for retirement with the
objective of increasing retirement
income and coverage.

The components are:
• School programme,
• Outreach to Community Organizations,
Offices, Church Groups,
• Conferences, Seminars and Workshops
as well as a
• Media Campaign
In speaking with administrators and
investment managers, two issues
that have arisen are;
1) The refund of contributions and
2) The retirement products offered
in the pay-out phase.
The FSC has done quite a bit of
research on the matter of refunds
and we will be circulating a
discussion paper to the industry in
the very near future in which we
will make certain proposals.
For sponsors, trustees, investment
management and administrators, there
are two fundamental principles that
must govern how you conduct business.

When managing other people’s money
and acting as corporate or individual
trustees, fiduciary responsibility and
ethical conduct is owed to the principal
parties. Disclosure and transparency help to
build trust. Before entering into a relationship
with the client there must be a written
agreement stating among other things:
• Terms of service including cost and
other features of the service and
• A description of the kind of
investment authority given to the
investment manager by the client
• Supporting material to the written
agreement should include information
on the client’s risk profile, level of
financial awareness and experience,
financial needs and investment
objectives and the suitability of
products being offered.
When assisting clients in the selection
of an appropriate investment option,
remember - one size does not fit all. In
Jamaica, many of the ARS pension
assets are being invested in one portfolio where there is no input from the
client. Some providers establish more
than one portfolio and so are able to
offer to their clients investment fund
options as well as a default fund. These
are lifestyle options which are aligned
to the client’s risk profile.
Thirdly, a few providers offer a
lifecycle investment option where
the composition of assets changes
based on the age of the client. Allocation
of assets becomes increasingly
conservative as the client ages.
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This is in keeping with global trends.
Service Providers should aim to facilitate
financial planning for their clients in a cost
effective manner and in a format which
can be reviewed regularly with minimum
time and effort. Clients should be
encouraged to establish clear goals.
Having devised these goals they should
evaluate their current financial status and
then develop a comprehensive plan to
cover their own financial needs as well as
the needs of any family members who
rely on them. Encourage your client not to
procrastinate but to implement the plan
as soon as possible. Finally, the plan
should be regularly reviewed. Offering
investment advice and coaching in financial
planning is one way of differentiating
yourself from your competitors. You are
creating value for your clients and
strengthening your brand. In summary,
together, we can help more Jamaicans
to be prepared for retirement if we
accomplish the following:
1. Improve Financial literacy, through
our national financial education
programme and the efforts being
made by you through workshops,
expositions and media exposure
2. Foster a culture of Financial Planning,
3. Provide greater access to financial
advice and investment options,
4. Develop innovative solutions for
retirement products that address
client concerns and
5. Improve Client/Provider Relationship.
PAGE 4
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Mutual Funds Data as at September 30, 2012
As at September 30, 2012 there
were seventeen mutual funds available
for sale in Jamaica. These mutual
funds were managed by four fund
managers, namely Manulife , CI
Investments, Scotiabank and JMMB
Securities.1 The mutual fund investment
portfolios werec omposed mainly
of equities and fixed income
securities.
As at September 30, 2012, there
were approximately 9,000 Jamaicans
with units valued at US$145.5million
invested in the mutual funds that
were available for sale in Jamaica.
The table to the right shows
the value of units owned by Jamaican
investors as well as the purchases
and redemptions for the quarters
ended September 2011 to September
2012.

Sep 2012
US$’000

Jun 2012
US$’000

Mar 2012
US$’000

Dec2011
US$’000

Sep2011
US$’000

145,538

146,780

160,416

164,547

158,400

Purchases

2,986

2,807

3,536

3,324

5,414

Redemptions

8,565

10,547

8,921

5,195

5,971

Net Purchases / (Redemptions)

(5,579)

(7,740)

(5,385)

(1,871)

(557)

Total Value of Units Owned by
Jamaicans

Market Share of Jamaican Investors as at
2012 September 30
CI Corporate
Class
25.87%

Trinidad Select
Index Fund
0.17%

Manulife Funds
12.26%
Jamaica Select
Index Fund
0.39%

Scotia Mutual
Funds
19.99%

Scotia
Caribbean
Income Fund
41.32%

1. Manulife requested deregistration of their five mutual funds previously available for sale in Jamaica with effect 2012 October 22.

Mitigating Money Laundering in Retirement Schemes

Lorice Edwards-Brown, Director Investigations
and Enforcement speaking at the FSC’s
Retirement Schemes Seminar held on
November 27, 2012 at the Terra Nova Hotel.

Criminals often utilize pension
schemes as a vehicle for both long
term savings and to shelter funds from
identification and confiscation,
therefore, it is important that strategies
are engaged to minimize money laundering
practices in retirement schemes. This
was the focus of the presentation, by
Mrs. Lorice Edwards- Brown, Director
of Investigations and Enforcement.
Mrs. Edwards-Brown was addressing
administrators and managers of
retirement schemes at the FSC’s
retirement schemes seminar, held at
the Terra Nova Hotel on November 27th.

Reference was made to the forty
recommendations, formerly known as
forty plus nine, which defines money
laundering as the process by which the
proceeds of crime are routed through
legitimate channels in order to disguise
their true source or origin. The various
stages of money laundering were
outlined, with participants being asked to
be very aware of the placement stage,
where illicit/illegal assets are integrated
by being, for example, passed to a
trustee, joining a retirement scheme to
obscure paper trail and to be incorporated
into the legitimate financial system.
CONTINUED ON PAGE 6
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Mitigating Money Laundering in Retirement Schemes CONT’D
Mrs. Edwards-Brown continued to
encourage clients to be fully cognizant
of the Know Your Customer (KYC) or
the customer identification process,
pursuant to section 7 of the 2007
Proceeds of Crime Regulations. This is
also in keeping with the Financial
Action Task Force (FATFs) recommendation 9.
The KYC process involves making
reasonable efforts to determine the
true identity and beneficial ownership
of accounts, source of funds, and the
nature of customers’ business and the
reasonableness of the operations in
the account in relation to the customers’
business.
Reference was also made to the
importance of enhanced due diligence
on Politically Exposed Persons (PEPs).
The term PEP applies to persons who
perform important public functions for
a state, who are often individuals of
expansive reach. Mrs. Edwards- Brown
emphasized that in engaging due
diligence for these persons, the
accounts of these individuals must
receive significant monitoring as well
as their family members and associates
must also be tracked. The domestic or
international business development of
PEPs is also important, and it was
recommended that company filings,
business licenses, criminal history and
litigation, along with shareholders and
principals of these entities be examined.
Participants were also introduced to
the possible link which could exist
between PEPs and Al–Qaeda as this
she said, must be understood as part
of the ongoing FATF monitoring.

Mrs. Edwards-Brown charged that with
increasing global economic and trade
sanctions, financial institutions are
being encouraged to undertake selfassessment exercises and focused
reviews to evaluate their own compliance
programmes and so determine if there
are weaknesses and any potential
breaches. She recommended that as
part of their due diligence, licensees
examine the published Sanction List as they
must be aware that business should not be
conducted with individuals and entities on
this list. A listing of the type of KYC records
which should be maintained by Pension
administrators was outlined.
The main ones were:
• Name of the Founder or Sponsor
of the Retirement Scheme
• Address of the business or sponsor
of the retirement scheme
• Name of the retirement scheme
• Names of the trustees and signatories
• Names of the beneficiaries
• The manner in which pension
contributions may be made and
benefits disbursed.
Apart from the KYC records which
should be kept, Mrs. EdwardsBrown stressed the importance of
ongoing identification and verification as part of Regulation 14 of the
Proceeds of Crime Act which
requires that regulated businesses
update each customer’s information
at least once every five years during
the course of the business relationship, failing which the relationship
shall not proceed any further.
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FATF’s recommendation 10 advises
financial institutions to keep clients
records for a minimum of 5 years. It is
also important that licensees are
aware that FATF has outlined as its
13th recommendation the action which
should be taken if a licensee or financial
institution has reasonable grounds to
suspect that funds are the proceeds of
criminal activity, or are related to terrorist
financing.
That Financial institution is required to
report immediately its suspicions to the
financial intelligence Unit (FIU)
through a Suspicious Transaction
Report. The Proceeds of Crime Act
(POCA) also speaks to the mandatory
filing of reports for aggregated cash
transactions in excess of a prescribed
amount and for the filing of reports on
any transaction that appears to be
unusual or suspicious.
The FSC’s role as Competent
Authority is to supervise the regulated
entities within its regulatory purview
in order to ensure that they are not
engaged in money laundering and
the financing of terrorism. To fulfill
the requirements of the POCA
and FATF recommendations,
Mrs. Edwards-Brown encouraged
retirement schemes licensees to
conduct annual training and sensitization
for their staff, evaluate their antimoney laundering systems preferably
by an independent body, and
develop and implement anti-money
laundering policies and procedures.
PAGE 6
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Update on Pension Industry as at June 2012
The
pension
sector
has
remained stable in the face of
continuing economic challenges.
During the period March 31,
2012 to June 30, 2012 there was
a slight reduction of 1.5% in the
number of active pension plans
resulting in a corresponding
decline of 1.46% in membership
for these active plans.
However, the total assets of
active pension plans increased
marginally from $268.6bn as at
March 2012 to $270.9bn as at
June 30, 2012.
Generally, solvency levels of
pension plans remain relatively
high.
As at June 30, 2012 there were
seven hundred and ninety eight
(798) pension plans covering
approximately 6.51% of the
employed labor force and with
assets totaling $288.26bn as
shown in Table 1 below.
While the number of pension
plans has remained stable, the
asset base represented a slight
increase of 0.36% over the
previous quarter relative to a
marginal increase of 0.15% in
membership.

Table 1

June 2012

March 2012

December 2011

798

798

Asset Values ($’000) $288,255,628 $287,231,586

$282,981,492

Number of Plans

798

Total Membership

86,583

86,451

86,309

Active Pension Plans
There were four hundred and fifty-six (456) active plans (See Table 2 below)
out of a reported seven hundred and ninety eight (798) plans, showing a slight
reduction of 1.51% and 1.46% in the number of active plans and active
membership respectively, compared to the previous quarter.
Table 2: Membership and Asset Structure
June 2012
Number of Active Plans
Active Membership

March 2012 December 2011

456

463

463

82,071

83,283

83,141

Three hundred and forty-two (342) of the 456 active plans are defined contribution
plans (“DC”); however defined benefit plans accounted for the majority of the
pension industry assets despite having a smaller membership when compared
to defined contribution plans (See Table 3).
Table 3: Active Pension Plans by Type
June 2012

March 2012

December 2011

Number of Plans
Defined Benefit

114

116

116

Defined Contribution

342

347

347

Total Active Plans

456

463

463

Defined Benefit

28,629

28,714

28,677

Defined Contribution

53,442

54,569

54,464

Total Membership

82,071

83,283

83,141

Defined Benefit ($’000)

$191,782,460

$191,261,299

$188,462,560

Defined Contribution ($’000)

$79,183,328

$77,360,655

$75,829,343

Total Asset Values ($’000)

$270,965,788

$268,621,954

$264,291,903

Membership

Assets Values
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Status Report on Unit Trusts as at September 30, 2012
The Unit Trusts industry 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 Financial
Services, and JMMB Fund Managers,
formerly Capital and Credit Fund Managers.
JMMB purchased majority share
holdings (93.14%) of Capital and
Credit Financial Group in June 2012.

Unit trusts portfolios are composed
mainly of fixed income securities
including GOJ Investment notes and
Global Bonds, Repurchase Agreements,
Local Registered Stocks (LRS),
Certificates of Deposit (CD) and
Treasury bills, as well as equities and
real estate investments. For the
quarter ended September 30, 2012,
approximately 80.68% of the funds
were invested in fixed income securities,
approximately 10.98% in equities,
6.23% in real estate, and approximately
2.10% in cash and others. The equity
investments are primarily listed on the
Jamaica Stock Exchange. It should be
noted that of the nine funds, only one
fund, Optimum Capital has a real
estate component.
As at September 30, 2012 total funds
managed by unit trusts management
companies was approximately $41.2
billion. The data is compiled against
funds under management for quarter
over quarter commencing September,
2011. As at September 30, 2012 net
inflow was 177 million units valued at
$90.6 million.

Sept
2012

June
2012

Mar
2012

Dec
2011

Sept
2011

$’M

$’M

$’M

$’M

$’M

Total Funds under
Management

41,192

40,787

38,296

32,033

30,778

Value of units sold

680

2,871

4,933

621

848

Value of units
Redeemed

589

615

517

512

383

2,256

4,416

109

1,104

Net inflow/outflow

91

Exa ct F igures Used
Total Number of
Units Sold
Total # of units
Redeemed

204,064,995
27,030,887

Net inflow/outflow
(units)

177,027,292

2,295,575,131 232,379,862 30,987,194 43,033,828
24,049,293

21,797,816 21,741,130 19,600,364

2,271,525,838 210,582,046

9,246,064 23,433,464

Unit Trusts Percentage Market Share As at September 30, 2012
34.3

PCAM
JMMBFM
Barita

51.9

Scotia

7.6
6.2
Value of Purchases & Redemptions as at September 30, 2012

As at September 30, 2012 Scotia Financial Services maintained its lead with
51.9% market share, followed by Pan Caribbean Asset Management with 34.3%,
JMMB Fund Managers 7.6% and Barita Unit Trust Management with 6.2%.

FSC COMPASS | A PUBLICATION OF THE FINANCIAL SERVICES COMMISSION

PAGE 8

O

FSC

VOLUME 3 ISSUE 4 - OCTOBER - DECEMBER 2012

Securities Industry Review July - September 2012
Category of Securities Licensee @
September 30, 2012

No of
Licensees

Total
Assets

Net
Interest
Income

Net
Income

Capital
Base

$'B

$'B

$'B

$'B

$'B

32

513.11

3.82

1.73

71.64

695.57

Non-Securities Firms

14

359.78

4.52

1.49

77.17

186.03

2

147.08

2.09

0.17

22.62

0.00

Of which:
Commercial Banks & Building
Societies
Merchant Banks

1

19.68

0.10

0.00

4.72

8.02

Insurance Companies

3

165.23

1.88

1.18

45.35

153.56

Others

8

27.79

0.46

0.14

4.49

24.45

46

872.89

8.35

3.22

148.81

881.60

Total

530

Figure 1: Total Assets (Securities Firms
2008 - 2012

75

510

Figure 2: Capital (Securities Firms)
2008 - 2012

65
$ Billion

490
470
450

55
45
35

430

Capi..

Total

Figure 4: Repo Liabilities (Securities
Firms) 2008 - 2012
410

Figure 3: Funds Under Management
(Securities Firms) 2008 - 2012
720
690
660
630
600
570

$ Billion

390
370
350
330
310

Sep 08 Sep 09 Sep 10 Sep 11 Sep12
FUM

Repo
…

Figure 5: Selected Profitability
10

Figure 6: Net Income, Securities Firms,
Sept 2008 - Sept 2012

Indicators, Securities Firms, Sept 2011 - Sept 2012

4
$' Billion

8
$' 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.
Table 2 displays a few selected prudential
ratios that monitor these two conditions. As indicated in the table, the
sector is adequately capitalized and
that there are adequate assets backing
investments. Furthermore the low risk
asset to Repo liabilities ratio remains
above the FSC’s minimum benchmark.

FUM

Securities Firms

$ Billion

Total income (comprising of interest
income and other income) for securities
firms totalled$10.8 billion for the third
quarter of 2012. (September 2011: $11.7
billion). This contraction was driven
mainly by other income which fell to
$1.8 billion for September 2012 quarter
from the $2.7 billion and $3.8 billion
recorded for the September 2011
and June 2012 quarters respectively.
See Figure 5. Aggregate total
expense,which is comprised of interest
expense and other expense,for the
reporting quarter was $8.3 billion. With
taxes amounting to $827 million, profit
after taxes for the quarter was $1.7
billion. Figure 6 shows the trend in net
profit for the period September 2008
to September 2012.

Table 1: Selected Financial Indicators by Type of Securities Licensee, September 30, 2012

$ Billion

There were 46 active securities dealers
by the end of September 2012. Table 1
provides more information on the different
categories of securities dealers as well as
few selected indicators. Figures 1 – 4
illustrate trends in size of total assets,
capital, funds under management (FUM)
and repo liabilities for securities firms.

6
4

3
2
1
0

2

Sep 08

0
Sept -11

Dec -11

Mar -12

Interest Income
Net Interest
Non interest expense

Jun -12

Sep 09

Sep 10

Sep 11

Sep 12

Net Income

Sept -12

Interest Expense
Non Interest Income

Table 2: Selected Prudential Ratio (Securities Firms) September 2011 - September 2012
Ratio

Sept -11

Dec -11

Mar -12

Jun -12

Sept -12

Capital / Risk Weighted Assets

33%

30%

26%

27%

24%

Capital / Total Assets

13%

14%

13%

14%

14%

≥ 6%

Intermediation Ratio

38%

38%

36%

37%

38%

≤ 50%

113%

113%

114%

106%

106%

≥ 100%

Low Risk Assets / Repo Liabilities
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Insurance Industry Performance: July - September 2012
Performance of General Insurance
Companies
Total combined assets for the ten companies
fell from $54.2 billion as at June 2012 to $53.2
billion as at September 2012, as seen in
Figure 1. This decline is driven mainly due to
the cyclical nature of the general insurers.
Nevertheless, aggregate invested assets
grew for the first three quarters of the 2012
calendar year. For the nine months ended
September 30, 2012, combined net
investment income fell by 36 per cent to
$1.7 billion from $2.7 billion for the
similar period in 2011.Due to an increase
in premium rates as well as the number
of policies, cumulative net premium
earned amounted to $10.4 billion in 2012,
some $722 million more than what was
generated in 2011. Driven by foreign
exchange gains due to the devaluation
of the Jamaican currency against its US
counterpart, other income for the
companies grew from $233.9 million in
2011 to $239.5 million for the reporting
period. Despite the growth in the net
premium earned and other income for
the companies, aggregate total revenue
declined to $12.4 billion in 2012.
(September 2011: $12.7 billion). With
total combined expenses (excluding
taxes) amassing to $10 billion, profit
before taxes accumulated to $2.5 billion
in 2012. (September 2011: $3.1 billion).
Performance of Life Insurance
Companies
For the six registered life insurance
companies, total combined assets as at
the end of September 2012 was $199.4
billion. This represents a two (2) per
cent growth over the amounts recorded
for both September 2011 and June 2012.
See Figure 2.

For the nine–month period ended
September 30 2012, all three components of total revenue –net premium
income, net investment income and
other income – showed marginal
changes from the amount recorded for
the similar period in 2011. As a result,
total revenue for the companies
remained flat at approximately $37
billion. For the reporting period, the life
insurance companies were able to
contain their total expenses, which

increased to $28.9 billion from the $28.7
billion in 2011. Consequently, total net
income before taxes for the six
companies amassed to $7.9 billion
(September 2011:$8 billion).
Table 1 displays selected financial
indicators for both types of insurance
companies. As seen in Table 2, the ratios
indicate that life and general insurance
companies are well capitalised and are
generating a positive return on equity.
Figure 2: Selected Indicators, Life Insurers,
Sept 2011 - Sept 2012 ($' Billions)

Figure 1: Selected Indicators for General
Insurers,
Sept 2011 - Sept 2012 ($' Billions)
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Sept 2011 Dec 2011 March 2012 June 2012 Sept 2012
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Total invested assets

Total assets

Total invested assets

Total Capital base

Total Liabilities

Total Capital base

Total Liabilties

Table 1: Selected Financial Indicators by Type of Insurance Company, September 2012
Category of Insurance
Companies @
September 2012

No of
Licensees

Total
Assets

Total
Net
Net
Net
Invested Premium Investment Income Capital &
Assets
Earned
Income
After Tax Surplus

$'B

$'B

$'B

$'B

$'B

$'B

Life Companies

6

199.41

167.23

23.16

11.19

7.12

53.62

General Companies

10

53.21

35.81

10.41

1.74

1.74

16.88

Total

16

252.62

203.04

33.57

12.93

8.86

70.50

Table 2: Selected Prudential Ratio (Insurance Companies) September 2011 - September 2012
Ratios

Sept 12

FSC Benchmark

37.26%

36.96%

min of 10%

5.97%

10.87%

14.48%

0% to 20%

52.22%

52.35%

45.66%

48.21%

min of 25%

28.98%

3.92%

9.34%

14.83%

0% to 20%

Sept 11

Dec 11

Mar 2012 June 2012

Solvency ratio

43.99%

38.28%

40.66%

Return on Capital

13.10%

22.88%

Solvency ratio

53.17%

Return on Capital

18.05%

Life Companies

General Companies
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FSC EVENTS

FSC meets with representatives of
the Securities Industry
The FSC held a Workshop on November
20, 2012 geared towards addressing
challenges being experienced by
securities dealers in the completion
of several new/revised reporting
templates. Mrs Sonia Nicholson, the
Senior Director, Securities, in her
address to attendees said that the
FSC’s decision to conduct the Workshop
was prompted by the level of
deficiencies observed in the filings
by licensees as well as the numerous
queries received.

These signalled to the FSC that
there were sections in the reporting
forms which required clarification.
She further stated that the accuracy
of these financial submissions was
very important to the FSC as the
information formed the basis for
assessing each licensee’s financial
status and ultimately determining
the level of monitoring required.
Regulation 14 of the Securities
(Conduct of Business) Regulations,
1999 stipulates that every licensed
securities dealer shall submit certain
financial information to the FSC on a
quarterly basis within 45 days of the
financial quarter end. The Guidelines
for Margin Requirements for Repurchase
Agreements (“Margin R Guidelines”)
further stipulate that dealers with
outstanding repurchase agreements
shall file balance sheet, profit and
loss statements and the C1 Form on
a monthly basis within 15 days of the
month end.

The C1 Form is a standardized
template which has undergone
several revisions since its inception,
with the latest revision taking effect
in the quarter ended December 31,
2011. The C1 Form includes information
on the dealer’s funds under
management and Capital/Risk
Weighted Assets computations.

The FSC sought to alleviate this
problem when, effective March 31,
2012, all securities dealers were
required to submit their Balance
Sheets and Profit and Loss Statements in standardized formats. This
was followed by the FSC requiring
that all other supplementary reports
in the filing be standardized as well.

The formats of the balance sheet
and profit and loss statements,
however, were previously left to each
securities dealer’s discretion and
this resulted in data comparisons
and aggregation being extremely
difficult tasks.

These new standardized templates now
ensure uniformity and comparability of
financial status across licensees,
and improve the FSC’s ability to
make informed and timely decisions
and determine policies relating to
the securities industry.
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Shuchane Johnson, Analyst in the Securities
Division addressing participants at the FSC’s
Securities’ Workshop. Left to right,
Sonia Nicholson, Senior Director, Securities
and Gayon Knight, Manager, Securities

Participants examining a reporting
template at the FSC’s Securities
Workshop
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CONTINUED FROM PAGE 9

FSC Events CONT’D
FSC Public Seminar
The FSC held its Public Seminar on
Wednesday, November 7, 2012 and
the theme was ‘Financial Scams,
Fraud and Money Laundering: Could
you be at risk?

Mr. Justin Felice,
Chief Technical Director,
FID addressing the FSC’s
Public Forum. Also in photo
are Lorice Edwards-Brown,
Director Investigations and
Enforcement, Leon Anderson,
Acting Executive Director,
FSC and Superintendent
Fitz Bailey of the Jamaica
Constabulary Force.

Mr. Justin Felice, Chief Technical
Director, Financial Investigations
Division (FID) and Detective Carl
Berry of the Jamaica Constabulary
Force (JCF) were the main speakers.

FSC Retirement Schemes Workshop

A section of the audience at the
FSC Public Forum
Cecile Walker-Clarke of the Tax Administration
Jamaica (TAJ) addressing participants on
Approved Retirements Schemes at the FSC’s
Retirement Schemes Seminar held on
November 27, 2012 at the Terra Nova Hotel.

FSC
QUESTION
OF THE
QUARTER:
Does the FSC
regulate lending
Institutions?

Mr. Hugh Reid, President of Scotia Insurance
asking a question at the FSC’s Retirement Schemes
Seminar held on November 27, 2012 at the
Terra Nova Hotel.

The Financial Services Commission
(FSC) is not empowered to investigate
complaints made against money
lending institutions. Therefore,
companies engaged in money
lending (ex. micro financing and other
types of lending facilities) fall outside
the regulatory purview of the FSC.

This means that the MOF may direct use
of and provide guidance on issues relating
to the provisions of the Act. However, only
the court is empowered to make a determination as it relates to suspected or
alleged violations of the provisions of the
Act. For further information relating to the
Act, its provisions or the money lending
industry, queries may be directed to:

Essentially, these institutions are not
regulated but they must operate in
accordance with the provisions of the
Money Lending Act (“the Act”), which is
administered by the Ministry of Finance
(MOF).

The Senior Economic Analyst
Financial Regulation Division
Ministry of Finance and Public Service
30 National Heroes Circle
P.O. Box 512
Kingston
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