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THE IMPORTANCE OF FINANCIAL SECTOR REGULATION
Dr. the Hon.
Peter Phillips,
Minister of Finance,
delivering a speech
at the Caribbean
Group of Securities
Regulators’
Conference, held
at the Hilton
Rosehall Resort
in October, 2013.

The theme selected for this year’s
event “Fostering Innovation, Growth
and Financial Stability in the
Caribbean Securities Market – A
path to Recovery” is most appropriate
since many countries in the region
are still struggling to recover from
the global financial crisis of 2008.
In fact, since the 2008 global
financial crisis, the importance of
financial system stability to economic
growth has become even more
pronounced as the world economy
has sought to extricate itself from
the adverse effects of the crisis.
It is now widely recognized that
inadequately regulated financial
institutions can potentially undermine
financial system stability and also
undercut the possibility of economic
growth.

• Firstly, financial sector regulation is
important because it provides stability
to the markets and serves inter alia to
protect customers, workers and
taxpayers from moral hazards that are
inherent in certain decisions. Effective
financial sector regulation also maintains
confidence in the sector and promotes
business confidence generally. It also
minimizes the risk of another financial crisis;
• Secondly, we need regulation to
ensure that the risks inherent in a
market economy are understood by
stakeholders; and,
• Thirdly, we need financial sector regulation
because it provides the backbone on
which the broader financial sector rests
which enables them to provide the
necessary financing of our households,
MSMEs and businesses which in turn
spurs economic growth and development.

THE JAMAICAN FINANCIAL SECTOR
• In Jamaica, we have had our own
struggles including a financial sector
crisis in the 1990’s which was a most
traumatic experience. The first lesson
that we should never forget from that
experience is that the resolution of that
crisis came at a significant price to the
country. The 1990’s Financial Sector crisis
in Jamaica cost the country 40% of our
GDP. Prior to the crisis, Jamaica’s
debt to GDP ratio had declined to 71%.
• After the intervention by the government to rescue the financial sector, the
debt to GDP Ratio increased to 124%.
Today, the country is still experiencing the
effects of the cost of that intervention.
That, if nothing else, has enforced the value
of a sound regulatory and supervisory
environment. The lesson learnt is one that
the government is determined not to ignore.
• The financial sector crisis exposed
the weaknesses of the regulatory and
supervisory framework for financial
institutions. As a result of this, the
regulatory framework for financial
institutions was enhanced. Consequently,
the supervision of insurance and the
securities sector were placed under the
Financial Services Commission.
• The supervision of pension funds was
subsequently created with the enactment
of the Pensions (Superannuation
Funds and Retirement Schemes) Act.
CONTINUED ON PAGE 2
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THE IMPORTANCE OF FINANCIAL SECTOR REGULATION CONT’D

• The outcome of this enhancement of
the regulatory and supervisory environment
was that Jamaica’s financial sector was
not severely impacted by the global financial
crisis of 2008, unlike some of our Caribbean
neighbours. Sound regulation is important if
we are to overcome these types of crises.
The resilience of our financial sector is a
direct result of the measures that were
instituted during and immediately after
the financial sector crisis of the 1990’s.
• This led to consolidation in the financial
sector as well as significant strengthening
in the regulatory powers to enhance the
supervisory authority and to enforce
prudential requirements and the
capacity to take early action.

JAMAICA’s REFORM IN THE
FINANCIAL SECTOR (TO INCLUDE
THE SECURITIES SECTOR)
• We are currently embarked on another
phase of reform in the regulatory
framework for the financial sector. The
government in order to further strengthen
the legislative framework for the
regulation of the securities industry will
propose to amend the Securities Act to
combat the establishment and
proliferation of unlawful financial
organizations, modernize the framework for
the regulation of collective investment
schemes and correct other deficiencies in the
regulatory framework of the securities industry.

• As at December 2002, there were 26
securities firms with funds under management
amounting to $148.6 Billion. By December
2012, there were 29 securities firms with
funds under management of $663.4 Billion.

• Whilst the FSC in conjunction with other
regulatory agencies used various means
of communication to persuade the
unsuspecting public not to put their
money in these institutions, they still grew.
It became clear that there needed to be
stronger penalties and a strengthening of
the interventionist capacity of the FSC. In
that regard, one of the amendments
being proposed is the introduction of civil
penalties as a deterrent to the establishment
of unlawful financial organizations.

Aggregate value of 8 funds in unit trusts
industry as at December 2003 was $8.2
Billion which grew to $49.7 Billion for 9
funds as at December 2012. We should
note that in the interim, losses sustained
by individuals who have participated in
unlawful investment schemes have been
tremendous. The mismanagement of
funds by these schemes has caused
severe loss in value to Jamaicans, both in
Jamaica and overseas.

• Currently, collective investment schemes
in Jamaica are primarily regulated by the
FSC under the Unit Trust Act and its
attendant regulations as well as the
Securities (Mutual Funds) Regulations.
Previous initiatives sought to reform the CIS
regime through improving the regulatory
framework governing unit trusts and
lifting the moratorium that was placed on
the registration of new unit trust in the
1990s and later through the promulgation

• Since the establishment of the FSC to
supervise the securities sector there has been
significant growth in the size and assets of
the sector particularly post the crisis of the 1990s.
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of the Securities (Mutual Funds) Regulations.
A more comprehensive legal and regulatory
framework conducive to enhancing the
capacity of the FSC to regulate collective
investment schemes (CIS) is now being
contemplated.
• In conjunction with these reforms, we
will seek to tighten the liquidity regulations
and assess further prudential reforms
(e.g., capital requirements, margin rules,
and concentration and minimum transaction
size limits). These proposed reforms will
take into account the BASEL core
principles and IOSCO principles and
standards including those that relate to
transparency, information sharing and the
retention of records. They will also
ensure that Jamaica will meet
CFATF recommendations regarding
anti-money laundering and
combating the financing of terrorism.
• To complement these reforms work
is currently in progress to provide
the Bank of Jamaica with statutory
responsibility for the oversight of
stability of Jamaica’s financial
system. This move is consistent with
the global response to the recent
international financial crisis, to locate this
function within respective central banks.
• This will see the establishment of a
financial stability board with representatives
from the main financial sector supervisors
and stakeholders to ensure that a close
watch is kept on the financial sector.
This will ensure that players can take a
proactive approach in maintaining stability.
CONTINUED ON PAGE 3
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THE IMPORTANCE OF FINANCIAL
SECTOR REGULATION CONT’D

• Additionally, important work needs to be
completed to mitigate the risks inherent
in Jamaica's highly interconnected financial
system. As such, to allow for more effective
supervision of the financial sector, the
government will enact an Omnibus
Banking Law that will harmonize the
prudential standards across deposit
takers, facilitate consolidated supervision
of financial conglomerates, strengthen
the corrective, sanctioning and resolution
regime and ensure that the Bank
of Jamaica (BOJ) has operational
independence for supervision.
• A new range of financial services is
being rolled out in Jamaica, including
mobile money. As we take advantage of
this new technological environment and
encourage innovation, we must be careful
not to sacrifice any of the prudential
standards that are necessary for the
maintenance of financial system stability.

CFATF ISSUES PUBLIC
STATEMENT TO PROTECT
FINANCIAL SYSTEMS
FROM AML/CFT RISKS

The Caribbean Financial Action Task
Force (CFATF) is an organisation of
twenty-nine jurisdictions of the
Caribbean Basin Region, which have
agreed to implement the international
standards for Anti-money Laundering
and Combating the Financing of
Terrorism (AML/CFT), Financial
Action Task Force Recommendations
(FATF Recommendations). In order
to protect the international financial
system from money laundering and

financing of terrorism (ML/FT) risks
and to encourage greater compliance
with the AML/CFT standards, the
CFATF identified jurisdictions that have
strategic deficiencies and works with
them to address those deficiencies
that pose a risk to the international
financial system.
At its November 2013 plenary, CFATF
identified Belize and Guyana as
jurisdictions with strategis AML/CFT
deficiencies that pose a risk to the
international financial system. These
jurisdictions have not made sufficient
progress in addressing the deficiencies
or have not complied with their Action
Plan developed with the CFATF to
address these deficiencies. The CFATF
called on its members to consider
implementing counter measures to
protect their financial systems from the
on-going money laundering and terrorist
financing risks emanating from two
jurisdictions, Guyana and Belize. All
Members are called upon to consider
implementing counter measures to
protect their financial systems from the
ongoing money laundering and terrorist
financing risks emanating from Belize.
The CFATF issued a public statement in
May 2013 recommending that Dominica
enact legislation and issue relevant
guidelines addressing their AML/CFT
deficiencies. Dominica has since brought
into force significant mechanisms to
address its AML/CFT deficiencies.
CFATF advised at its November 2013
Plenary that it will continue to work with
Dominica to ensure that Dominica’s
reform process is completed.
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STATUS OF SECURITIES
INDUSTRY AS AT
SEPTEMBER 2013

The Financial Services Commission
(FSC) supervises 44 licensed securities
dealers during the September 2013 quarter.
Of the 44 licensed dealers, there are 32
securities firms inclusive of 29 core
dealers and 3 unit trust management
companies. This analysis focuses on
these specialized securities firms. With a
relatively tight Jamaican dollar liquidity
situation, there was a general increase
in market-determined interest rates in
the quarter with increases in GOJ
Treasury Bill yields relative to the
previous quarter. At end-September,
the average yield on the 180-day
Treasury Bills was 7.96 per cent compared
to 7.12 per cent at end-June 2013.
As a result of the increase in interest rate,
net interest income for the September
2013 quarter stood at $3.4 billion, a 6.1 per
cent increase compared to June 2013
quarter which stood at $3.3 billion. This is
due to the fact that total interest income
increased from $7.6 billion at the end
June 2013 to $7.8 billion at end September,
while interest expense remained flat at
$4.4 billion. Aggregate total expense
(comprising of interest expense and
other expense) for the reporting quarter
remained constant at $7 billion when
compared with the corresponding
quarter in 2012 and June 2013 respectively.
Capital levels stood at $70 billion as at
September 30, 2013 which represents a
2.3 per cent increase in the levels
recorded as at June 2013 (Sept 2012:
$72 billion).
CONTINUED ON PAGE 4
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STATUS OF SECURITIES INDUSTRY
AS AT SEPTEMBER 2013 CONT’D

Table 1: Selected Financial Indicators by Type of Securities Licensee, September 2013

Similarly, aggregate assets as at the
end of September 2013 stood at $526
billion reflecting a 2.3 per cent increase
over the corresponding quarter of 2012
as well as a marginal increase over the
previous quarter of 2013. At the end
of September 2013, funds under
management (FUM) stood at $729
Billion representing a 1.7 per cent
increase over the previous quarter
(September 2012: $697 billion).
Two key aspects of the financial condition of
securities firms monitored by the FSC are
the capital adequacy of each firm 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 has
remained robust. 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.

Table 2: Selected Prudential Ratio (Securities Firm) September 2012-September 2013

Ratio

Sep 12

Dec 12

Mar 13

Jun-13

Sep13

FSC Benchmark

Capital / Risk Weighted Assets

24%

24%

20.3%

21%

22%

≥ 10%

Capital /Total Assets

14%

14%

13%

13%

13.3%

≥ 6%

Intermediation Ratio

38%

37%

39.2%

38%

37.1%

≤ 50%

109%

103%

103%

103% 101.4 %

≥ 100%

Low Risk Assets/Repo Liabilities

MUTUAL FUNDS DATA AS AT SEPTEMBER 30, 2013
As at September 30, 2013 there were ten
overseas mutual funds registered by the
Financial Services Commission (FSC) for
sale in Jamaica. The mutual funds are
managed by CI Investments and Scotia.
The mutual fund investment portfolios
were composed mainly of equities and
fixed income securities. As at September
30, 2013, there were approximately 7,770
Jamaicans with units valued at US$148.8
million invested in the mutual funds that
are available for sale in Jamaica.

The table below shows the value of units owned by Jamaican investors as well
as the purchases and redemptions for the quarters ended September 2012 to
September 2013.
Sep 2013
US$’000

Jun 2013
US$’000

Mar 2013
US$’000

Dec 2012
US$’000

Sep 2012
US$’000

148,783

143,189

134,822

122, 266

145,538

Purchases

5,699

13,078

13,307

3,493

2,986

Redemptions

3,926

3,888

3,964

5,371

8,565

Net Purchases/ (Redemptions)

1,773

9,190

9,343

(1,878)

(5,579)

Total Value of Units
Owned by Jamaicans

CONTINUED ON PAGE 5
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MUTUAL FUNDS DATA AS AT SEPTEMBER 30, 2013 CONT’D
Sep
2013

Jun
2013

Mar
2013

Dec
2012

Sept
2012

$’M

$’M

$’M

$’M

$’M

Total Funds under
Management as at

54,913

54,211

50,801

49,685

41,192

Value of units sold
for the quarter

3,482

4,582

4,536

8,908

2,006

Value of units
Redeemed
for the quarter

3,231

2,507

3,112

2,077

1,773

Net inflow/outflow
for the quarter

251

2,075

1,424

6,831

233

Exact Figures Used
Total Number of
Units Sold
for the quarter

561,142,639 1,533,557,902 2,244,838,201 7,146,015,738

497,229,179

Total Number of
units Redeemed
for the quarter

149,660,821

81,289,949

151,199,101

298,324,036

92,008,753

Net inflow/outflow 411,481,818 1,382,358,801 1,946,514,165 7,054,006,985
(units) for the quarter

415,939,230

STATUS OF UNIT TRUSTS AS AT
SEPTEMBER 2013
The Unit Trust industry consists of nine (9) funds which
are managed by four (4) fund managers, namely
Barita Unit Trust Management Company Ltd., Scotia
Asset Management Jamaica Ltd., Sagicor Investments
Jamaica Ltd., and JMMB Fund Managers Ltd. Unit
trusts portfolios are composed mainly of fixed
income securities, real estate investments and
equities.
For the quarter ended September 30, 2013, approximately
65% of the funds were invested in fixed income securities,
24% in real estate, 8% in equities and 3% in cash and
others.

As at September 30, 2013 Sagicor Investments continued to
lead with 47.3% of the market share followed by Scotia Asset
Management with 41.4%. JMMB Fund Managers had 6.0%, while
Barita Unit Trust Management had 5.3% share of the market.

The equity investments are primarily listed on the Jamaica
Stock Exchange. As at September 30, 2013 total
funds managed by unit trusts management companies
was approximately $54.9 billion. The data is compiled
against funds under management for quarter over
quarter commencing September 2012. For the
September 2013 quarter, net inflow was 411 million units
valued at $251 million.
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INSURANCE INDUSTRY PERFORMANCE AS AT SEPTEMBER 2013
PERFORMANCE OF GENERAL
INSURANCE COMPANIES
Total assets of the general insurance
sector at September 30, 2013 were $56.5
billion. While this represents a growth of
7.3 per cent over the amount recorded at
September 30, 2012, it is 6 per cent less
than the total seen as at June 30, 2013.
Invested assets remained relatively stable
at $38 billion at the end of the quarters
ended June 30 and September 30, 2013.
Aggregated invested assets showed a 5
per cent increased over the corresponding
quarter ending September 30, 2012. The
capital base for the industry fell by 7 per
cent to $15.8 billion compared to the $16.9
billion as at June 30, 2013; nevertheless,
the industry remained adequately capitalized.
For the nine months ended September 30,
2013, aggregate net premium earned was
approximately $10.5 billion paralleling the
corresponding period of September 30,
2012. Combined net investment income
stood at $1.7 billion, a 2.3 per cent decline
compared to the period ending September
30, 2012. Net Income after taxes was $1.2
billion for the reporting period, which was
32.2 per cent less than the amount earned
for the similar period in 2012.

Similarly, aggregate capital base amounted to $61.5 billion over the review period reflecting
an increase of 13 per cent and 3 per cent over the amount recorded as at September 2012
and June 2013 respectively. For the nine months ended September 30, 2013, combined net
premiums earned of $29.3 billion reflected an increase of 12 per cent over the similar period
in 2012. Aggregate net investment income grew by 60 per cent or $10.1 billion as at the end
of September 30, 2013 compared to $6.3 billion recorded as at September 2012. Total
revenue for the life industry of $7.3 billion (September 2012: $7.1 billion) showed an increase
of 3 per cent as at end of September 30, 2013.
Tables 1 and 2 as well as figures 1 and 2 display selected financial indicators for both
types of insurance companies.
Table 1: Selected Financial Indicators by Type of Insurance Company, September 2013
Category of Insurance
Licensee @ September
2013

No of
Licensees

Total
Assets

Total
Invested
Assets

Net
Premium
Earned

Net
Investment
Income

Net
Income
After Tax

Capital &
Surplus

$'B

$'B

$'B

$'B

$'B

$'B

Life Companies

6

222.4

187.9

29.3

10.10

7.3

61.5

General Companies

9

56.5

37.5

10.5

1.7

1.2

15.8

Total

15

278.9

225.4

39.8

11.8

8.45

77.30

Table 2: Selected Prudential Ratio (Insurance Companies) September 2012 - 2013
Ratio

Sept 12

Dec 12

M ar 13

Jun 13

Sep 13

FSC
Benchmark

Life Companies
Solvency ratio

36.96%

37.10%

38.28%

39%

38.2%

min of 10%

Return on Capital

14.48%

19.62%

4.07%

8.3%

12.8%

0% to 20%

Solvency ratio

48.21%

50.14%

47.01%

40.82%

40.8%

min of 25%

Return on Capital

14.83%

19.27%

4.15%

9%

11%

0% to 20%

General Companies

PERFORMANCE
OF
LIFE
INSURANCE COMPANIES
Invested assets for the six registered life
insurance companies grew to $187.9
billion as at September 30, 2013 reflecting
an increase of 5.2 per cent and 12.4 per
cent over the amount recorded as at June
2013 and September 2012 respectively.
Combined total assets also increased
by 12 per cent from 199.4 billion as at
September 2012 to $222.4 billion as at
September 30, 2013 (June 2013: $214 billion).
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PRIVATE PENSION INDUSTRY PERFORMANCE AS AT SEPTEMBER 2013

As at September 30, 2013, there were
eight hundred and four (804) pension
plans covering 8.78% percent of the
employed labour force, with assets
totaling $302.94 billion representing (0.18
percent) decrease over the previous
quarter. (See Table 1 - Page 8) The
number of pension plans1 increased by
one when compared with the June 2013
quarter. Plan membership also increased
by 0.08 percent over the previous quarter.
INVESTMENT MIX
Direct holdings of securities of governments
comprised 42.61 percent of total
investments as at September 30, 2013;
this represents a 1.43 percent decrease in
the total quantity held. Investment
arrangements represented approximately
29 percent of total investments as shown
in Table 2.1. Investment arrangements,
which include pooled funds and deposit
administration contracts, are significantly
invested in government securities. This
indirect investment in government securities
accounts for 65.85 percent of these
investment arrangements as at September
30, 2013 dwarfing investments in equities,
which represent approximately 15
percent of the total assets of these
investment arrangements. During the
quarter, investments in leases decreased
by 3.61 percent to $1.99 billion; the second
consecutive quarter of decline. The
holdings of bonds and debentures
within the portfolio also experienced a
significant decline of 20.50 percent to
$3.26 billion, continuing the downward
trend which began during the 2013
calendar year.

There was an aggregate 1.87 percent
increase in the value of the direct
holdings of stocks and shares within the
investment portfolio of pension plans
during the review quarter. The value of
this asset class stood at $30.71 billion,
approximately 10 percent of total invested
assets continuing the upward trajectory
for 2013. During the quarter there was a
substantial reduction of 32 percent in the
total monies on deposit for the industry.
This is partially indicative of pension plans
reallocating their resources to higher
yielding assets. During the quarter, total
reported foreign securities holdings in the
industry fell by 2.62 percent to $18.23
billion. A corresponding decrease in the
aggregate foreign securities as a percent
of total invested assets was recorded
during the quarter (See Table 2.2 - Page
8). The aggregate foreign securities as a
percent of total invested assets stood at
6.06 percent as at September 30, 2013.
ACTIVE PENSION PLANS
As at September 30, 2013 there were
four hundred and forty-four (444) active
plans, representing a 0.22 percent
decrease (See Table 3 - Page 8).
Despite this decrease in active pension
plans, there was a marginal increase in
the active membership, when compared
to the previous quarter. Three hundred
and thirty-three (333) of the 444 active
plans are defined contribution (“DC”)
plans. Despite the greater number and
larger membership pool of DC plans
reported, defined benefit plans
accounted for the majority of the pension
industry assets (See Table 4 - Page 8).

1: This number includes pension plans which are active, terminating and those that are inactive.
2: The Jamaican employed labour force as at July 31, 2013 was 1,108,100 according to the Statistical Institute of Jamaica (statinja.gov.jm).
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Membership in active pension plans as
at September 30, 2013 covered 8.53
percent of the Jamaican employed
labour force 2 remaining stable when
compared to the June quarter (See
chart 1 - Page 8). This is as a result of
the marginal increase of membership
in active pension plans and a
corresponding marginal growth in the
employed labour force.
ACTIVE PLANS BY TYPE
As illustrated in Table 5, superannuation
funds accounted for approximately 97
percent of both the number of active
plans and of total assets. During the
review quarter the assets of active
retirement schemes increased by 11.14
percent to $9.71 billion, relative to a
reduction of less than one percent
recorded by superannuation funds
(See Charts 2 & 3 - Page 8). Membership
in active superannuation funds marginally
increased during the quarter despite a
number of partial winding-ups. No
growth in membership was recorded
for retirement schemes during the
quarter.
ACTIVE PLANS BY INDUSTRY
The Commerce and Finance Industry
accounted for 43.36 percent of active
members and 41.12 percent of the
pension industry assets at September
30, 2013, representing the largest
share of active members and pension
assets of active plans respectively. The
industry segment with the second
largest share of the market is the
Services Industry with 20.91 percent of
CONTINUED ON PAGE 8
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PRIVATE PENSION INDUSTRY PERFORMANCE AS AT SEPTEMBER 2013 CONT’D

SUMMARY
The pension industry continues to be stable in the face of continuing local and global economic challenges. During the review
quarter, the number of active pension plans decreased by one when compared with the June 2013 quarter. However, this
decline did not have a significant impact on membership as there was a marginal increase over the previous quarter. The
number of Jamaicans participating in pension arrangements have remained relatively stable during the calendar year to September of 2013 despite the fluctuation in the Jamaican employed workforce. The total assets in the pensions industry has
declined which is partially attributable to a number of partial winding-ups of pension plans. Solvency levels of pension plans
remained adequate. For further information on the status of the Private Pension industry please visit www.fscjamaica.org
Table 1: Key Statistics

Chart 2 – Asset Values for Active Superannuation Funds

September 2013

June 2013

March 2013

804
302,935,185
97,244

803
303,475,420
97,163

803
296,378,524
97,158

Number of Plans
Asset Values ($’000)
Total Membership

Note: June 2013 has been re-stated

Table 2: Active Pension Plans by Type
September 2013

June 2013

March 2013

Number of Plans
Defined Benefit

111

109

109

Defined Contribution

333

336

342

Total Active Plans

444

445

451

Defined Benefit

27,695

27,596

27,591

Defined Contribution

66,780

66,866

67,049

Total Membership

94,475

94,462

94,640

Defined Benefit ($’000)

199,653,022

201,573,500

196,448,068

Defined Contribution ($’000)

93,166,884

91,826,305

88,634,133

Total Asset Values ($’000)

292,819,906

293,399,805

285,082,201

Chart 3 – Asset Values for Active Superannuation Funds

Membership

Assets Values

Table 3: Membership
Number of Active Plans
Active Membership

September 2013

June 2013

March 2013

444
94,475

445
94,462

451
94,640

Table 3: Active Plans by Type as at September 30, 2013
Number of
Active
Plans
Retirement Schemes

Percentage
of Plans

Number of
Members

Percentage of
Membership

Asset Value
($’000)

Percentage of
Asset Value

14

3.15

28,081

29.72

9,709,294

3.32

Superannuation Funds

430

96.85

66,394

70.28

283,110,611

96.68

TOTAL

444

100.00

94,462

100.00

292,819,906

100.00
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FSC EVENT: MICROINSURANCE WORKSHOP

On November 4, 2013 the FSC in
collaboration with the Multilateral
Investment Fund, a member of the
Inter-American Development Bank
(IADB) and Access to Insurance
Initiative (A2ii) hosted a Microinsurance
Workshop at the Jamaica Pegasus
Hotel, under the theme “Microinsurance:
Exploring a New Frontier”.

The presenters for the workshop were
experts in the microinsurance field who
have made presentations on behalf
various countries throughout Latin
America and the Caribbean. The workshop
which was attended by 135 participants,
represented diverse professions in
agriculture, the insurance industry,
cooperatives and micro-financing
financial institutions. The Workshop
highlighted the work of the joint
partnership between the A2ii and IADB
on microinsurance and shared the
process for the implementation of microinsurance in Jamaica. The introduction of
microinsurance services in Jamaica
would allow low-income Jamaicans to
obtain insurance, through the use of
various approved entities. It was
explained at the Workshop that
non-traditional institutions such as
telecommunication carriers, utility
companies and retailers may be used as
a part of the process to distribute
microinsurance products in Jamaica.
In addition, Insurance companies may
form partnerships with other financial
institutions, for example micro-financing
institutions and credit unions, other financial
cooperatives, to ensure that low income

persons have access to microinsurance products. The presenters also
explained the benefits to be derived from microinsurance business and the role
of all stakeholders. The experiences of other jurisdictions around the world
(which included Brazil, China, Indonesia, Peru, South Africa, and The Philippines,) were
also shared with the participants during the workshop. The information was
well received by the participants, which was reflected in the Evaluation Forms
as the feedback received was positive. Additionally, participants provided their
contact information to the FSC to receive additional information on
microinsurance. Another Microinsurance Workshop has been tentatively set to
be held the second quarter of 2014.

THE SECURITIES (AMENDMENT) ACT, 2013:
UNLAWFUL FINANCIAL OPERATIONS - PT. 1
The year 2006 saw the proliferation of
unlawful financial operations (UFOs) in
Jamaica. Those entities garnered
substantial funds from investors on the
promise of high (and sometimes
incredulous) rates of returns. The
schemes usually masqueraded as legitimate
investment enterprises, misrepresenting to
the public those monies from investors
were being utilized for foreign exchange
trading and genuine business ventures.
However, the UFOs were merely taking
in new funds from both new and existing
investors to make payments to investors.
They were therefore, by their nature,
fraudulent.
Notwithstanding the recent unwinding
of several schemes, there is still the risk
that UFOs could once again suddenly
burgeon. The UFOs therefore still pose
a threat to the Jamaican economy. In order
to protect and preserve the integrity of its
financial markets, the Government of
Jamaica (GOJ) amended the Securities
Act (the Act) to strengthen the powers of
the Financial Services Commission (FSC)
to take actions against such operations.

Although the general anti-fraud provisions
in the Act already allow for the
criminalization of ponzi schemes, to
remove all doubts on that issue, the
new section 17B of the Act specifically
defines and criminalises the operation
of not only ponzi schemes but also
unlawful pyramid schemes. The Act
defines a “ponzi scheme” in the
following manner: 3
(a) any scheme commonly known as a
“ponzi scheme”, being an investment
scheme that provides investors with
returns derived substantially from
investments made by other investors in the
scheme, rather than from genuine profits(i) whether or not the name “ponzi” is
used by any person in connection
with the scheme; and
(ii) whether or not the scheme limits the
number of persons who may participate
therein, either expressly or by the
application of conditions affecting the
eligibility of a person to enter into, or
receive compensation under, the scheme

3: See section 17B (2)(a).
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Pyramid schemes are dealt with under
section 17B (2) (b) which states:-

(b) pyramid selling schemes, being the
selling of financial products4 in
circumstances where a promoter or
operator of, or an investor in, a scheme
induces or attempts to induce a
person to make payments into a
scheme by holding out to the person
that the person will receive some
payment or other benefit from -

UPCOMING FSC EVENTS
1. Executive Business Luncheon for the Securities Industry on Wednesday,
February 26, 2014 at the Jamaica Pegasus Hotel.
2. FSC’s Annual Corporate Governance Seminar on March 11th at the Jamaica
Pegasus Hotel.
3. FSC’s Public Forum on March 19. Theme for the event is Implications for
Investors of the Securities 2013 Amendments.

(i) other investors in the scheme; or
(ii) the introduction of other persons
as investors in the scheme.
These prohibitions do not relate to the
typical Jamaican “partner” scheme once
the arrangements do not involve the
promise of profits on the amounts paid
in by participants. Section 17B (3)
provides that a person who establishes,
operates or knowingly invites any
person to become an investor in a pyramid
or Ponzi scheme commits an offence
punishable upon conviction in the
Supreme Court by a fine or a custodial
sentence not exceeding ten (10) years.
The Act 5 also makes it an offence for
dealers, investment advisors and their
representatives to knowingly or
carelessly effect a transaction on behalf
of a prohibited scheme. The Act will
allow the FSC to pursue civil remedies
such as injunctions, disgorgement and
restitution as well as civil monetary
penalties with respect to UFOs.
Disclaimer: The article does not constitute
Legal Advice.
4: This means any transaction involving the creation of a security.
5: See section 17B (2)(a).
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