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JAMAICANS SEE THE BIG PICTURE AT THE FSC’S 2009 PENSIONS EXPOSITION
The 2009 FSC Pensions Expo
was attended by hundreds of
Jamaicans from all walks of
life. Whether young or old,
employed, unemployed or
entrepreneurial, rural or urban
– many came out to hear, to
learn, and of course, to share
what they could on the topic:
“Retirement Planning: Don’t
Wait until It’s Too Late.”
The Expo took place on Tuesday,
November 3, 2009 at the Jamaica
Pegasus Hotel and began at
10:30 a.m. with the main address
on the country’s pension system
delivered by the Minister of
Finance and the Public Service,
the Hon. Audley Shaw.
His address followed that of the
FSC’s Executive Director Rohan
Barnett who spoke about the
FSC’s role in pension supervision
in his opening remarks.

The event brought together
the pension industry's brightest
minds and experts for a full
day of invaluable educational
and business opportunities.
Insight into a wide spectrum of
issues ranging from the impact of
the global financial crisis on
pension and retirement saving in
Jamaica, to the latest retirement
solutions and future trends, made
this unique event the place to be
to see the Big Picture.
Several
main
presenters
throughout the day helped
audience members to focus on
practical solutions for “Managing
and Multiplying your Money”
(Cheryl Hanson Simpson of
Financially S.M.A.R.T Services),
and “Pension Planning” (St Elmo
Whyte,
Consulting Actuary).
Other exciting highlights of the
event included:

Hon. Audley Shaw, , Minister of Finance and the Public Service addressing
the audience while Rohan Barnett, FSC’s Executive Director looks on.

• Over 20 educational sessions
focused on approved retirement
products available on the
market;
• Leading industry experts
sharing comprehensive
knowledge
on
legal
and
actuarial issues in simple,
easy to understand language;
• Licensees displaying
n e w products and services
tailored to the individual needs
and limits of members of the
public; and
• Numerous social networking
opportunities.
Michelle Parker represented
DunnCox and presented on
the issue of “Assignment and
Forfeiture
of
Pension
Benefits”.

Later, Sanya Young-Goffe,
Attorney-at-law with Myers
Fletcher & Gordon, educated
attendees on the legislative
and regulatory details of
“Approved
Retirement
Schemes”; while Kathy Lyn,
Actuary with Duggan Consulting
Ltd lead an interactive
discussion on “Saving for
Retirement
Behaviour
Patterns”.

For more information on
retirement planning, call or
visit the FSC’s Pensions
Division at (876) 906-3010,
39-43
Barbados
Avenue
Kingston 5, or go online:
www.fscjamaica.org.

A packed Pegasus ballroom was the first sign that the expo was a success.
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UPDATE ON UNIT TRUST REGULATORY REFORM

The Unit Trusts Act (“UTA”) which is currently being used was passed by Parliament in 1970. In 1998 however
a moratorium was imposed on the registration of new unit trust schemes and products under the UTA. In addition, the
establishment of local collective investment schemes in the form of mutual funds has been impeded by inconsistencies
between certain provisions in the Companies Act and the Income Tax Act and the operational requirements of mutual
funds. These inconsistencies would see mutual funds established in Jamaica being taxed as limited liability companies
leading to additional tax burdens for investors. Consequently, the existing tax treatment serves as a major disincentive
for the creation of local mutual funds.

On the other hand, the tax
facilitates investments in
trusts without imposing
additional t a x b u r d e n
investors.

law
unit
an
on

Although significant efforts have
been made to address the
issues stymieing the creation of
local mutual funds, it has
become clear that these matters
will not be resolved in the short
term.
The combined impact of the
moratorium on unit trusts and
the current inoperability of local
mutual funds have had a negative

tive effect on the development
of Jamaica’s domestic collective
investment schemes.
In light of the above, the FSC
h a s e x a m i n e d l i fting the
moratorium on unit trusts while
still remaining committed to
addressing the issues affecting
local mutual funds.
In order to lift the moratorium,
the FSC considered it
necessary to impose additional
requirements for management
companies of unit trust schemes
t o e n s u r e t h a t a s i milar level
of protection is afforded to

investors in both mutual funds
and unit trust schemes.
Amendments to the Unit Trust
Regulations and a Schedule to
the UTA have recently been
drafted. Once these pieces of
legislation become effective,
existing and prospective registrants
of unit trust schemes in Jamaica
will be required to comply with the
amended regulations.
These amendments reflect the
FSC’s views regarding safe and
sound practices to be adhered to
by registrants under the UTA and
Regulations.

A unit trust advisory setting out
the additional requirements to
be compiled with in order to
operate a unit trust scheme in
Jamaica has been placed on the
Securities page of the FSC’s
website (www.fscjamaica.org).
These
requirements
will
become effective as soon as
they are gazetted, at which time
the FSC will lift the moratorium.
As at September 30, 2009 four
management
companies
operated eight registered unit
trust schemes with a combined
net asset base of J$12.9 billion.

MINISTER OF FINANCE GIVES GREEN LIGHT FOR FOREIGN CURRENCY DENOMINATED INSURANCE
On August 11, 2009 the Hon. Audley Shaw, MP, Minister of Finance and the Public Service signed the Bank of
Jamaica (Dealings in Foreign Currency)(Insurance Business)(Exemption) Order, 2009. The Minister signed the
order in exercise of power conferred on his office by virtue of section 22C of the Bank of Jamaica Act (“BOJ Act”).
The effect of the order is to exempt certain categories of insurance business from the restrictions imposed by
sections 22A and 22B of the Bank of Jamaica Act.

These sections prohibit the dealing in foreign currency instruments and the purchasing of foreign currency
denominated assets by persons who are not authorized under the law to do so and without express permission
where necessary. The gazzetting of the order now paves the way for insurance companies to design and offer the
following types policies to the local market in foreign currencies:
• general insurance policies
• ordinary long-term insurance, or industrial life insurance, excluding equity linked/bancassurance insurance; and
• sickness and health insurance.
Minister without Portfolio in the Office of the Prime Minister, with
responsibility for Information, Telecommunications and Special
Projects, Hon. Daryl Vaz made the following comments about the
order at the October 7, 2009 post-Cabinet press briefing at Jamaica
House: "After careful consideration, it was concluded that the types
of foreign currency denominated insurance products under
consideration would have limited impact on the foreign exchange
market and could assist businesses that require such insurance,"
It should be noted that under the BOJ Act, insurance companies are
only permitted to hold five per cent of their assets in foreign currency
denominated instruments, as prescribed by Ministerial Order.
Minister Vaz stated that "this limit will remain with a view to making
further adjustments if the market conditions allow."

FSC QUARTERLY NEWSLETTER CALENDAR
JANUARY 2010 – MARCH 2010
SCHEDULED DATE

EVENT

January 1, 2010

FSC CLOSED - New Year’s Day

January 18 - 20, 2010

Jamaica Stock Exchange’s Regional Conference on Investments
and the Capital Markets in Kingston

February 2010 (tentative - check for further details)

Seminar on Unit Trust Moratorium

February 17, 2010

FSC CLOSED - Ash Wednesday

March 2010 (tentative - check for further details)

Financial Crime Mitigation Workshop

March 24 -26, 2010

Caribbean Bank Insolvency Conference in Montego Bay hosted by
the Jamaica Deposit Insurance Corporation (JDIC)
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CARIBBEAN WORKSHOP ON PRIVATE PENSION SUPERVISION
The Financial Services Commission (FSC), in collaboration with the
International Association of Pension Supervisors (IOPS) and the Caribbean
Regional Technical Assistance Centre (CARTAC), hosted a Caribbean
Workshop on Private Pension Supervision on October 8-9, 2009 at the Half
Moon Hotel in Montego Bay.
This was the first time that IOPS had organised a workshop for the Caribbean
region as part of its global outreach activities. IOPS is an independent
international body representing countries involved in the supervision of
private pension arrangements. The organization, of which Jamaica is a
member, currently has approximately 60 members and observers
representing nearly 50 countries and territories worldwide. Its core objective
is to promote the development of efficient national pension supervisory
systems throughout the world.
The Workshop was officially opened by Ms. Aliya Wong, the Executive
Director of Retirement Policy at the United States Chamber of Commerce.
Ms. Wong is a practicing attorney specializing in ERISA and tax qualification
matters related to pension, health and welfare plans, and executive
compensation. In her address to the workshop Miss Wong presented an
insightful overview of pensions operations from the US perspective which
provided an interesting contrast to that experienced by the participants.
The Workshop addressed a wide range of topics of interest to supervisory
agencies in the Caribbean region as well as other countries globally. These
issues included:
• measuring the impact of the global financial crisis on the pensions fund
industry and devising appropriate policy responses,
• the development of risk based supervisory techniques,
• the effective and proportional use of interventions, sanctions and
enforcement powers,
• policies designed to create incentives for the development of annuity
products and to implement efficient supervisory regimes for the payout
phase of pensions,
• policy measures to improve financial literacy and knowledge of individuals
on pension matters (including training for trustees).
The application and use of the internationally agreed IOPS Principles of
Private Pension Supervision were discussed in addition to approaches to
reinforcing supervisory coordination in the Caribbean region. In particular
Caribbean participants and their global colleagues had an opportunity to air
their opinions on the development of a Caribbean Association of Pension
Supervisors.

CARIBBEAN SECURITIES REGULATORS HOLD
6TH ANNUAL CONFERENCE

The Caribbean Group of Securities
Regulators (CGSR) held its
sixth
annual
conference
between October 22nd and
23rd at the Hyatt Regency Hotel
in Port of Spain Trinidad. The
conference was attended by
representatives from Jamaica’s
FSC as well as representatives
from the Securities Commission
of the Bahamas, Barbados
Securities
Commission,
the
Eastern Caribbean Securities
Regulatory Commission, the
Guyana Securities Council and
the host regulator – the Trinidad
and Tobago Securities Exchange
Commission
(TTSEC).
The
theme of the conference was
“Beyond the Crisis: Recent
Initiatives in Regulatory Reform”.

In his opening address at the
conference, Mr. Francis Lewis,
Chairman pro tem, of the TTSEC
offered the following remarks:
“The proper functioning of securities
markets positively impact investors
of all sorts – from individuals, to
pensioners and pension plans,
insurance providers, banks and
companies. The entire world has
felt the effects of the financial
crisis which began from as far
back as 2007. Regionally our
investors are concerned and our
markets are impacted negatively from the fallout of this
crisis. The Caribbean Group of
Securities Regulators has therefore
sought to bring to the discussion
table several perspectives, both

Participants included senior officials from supervisory authorities and
agencies in the Caribbean, Australia, Kenya and South Africa. Presenters,
who were aptly selected for their knowledge of and experience in the
relevant areas, provided extensive information to the participants and this
stimulated insightful discussions.
On the completion of the workshop participants gained significant
information on the various topics which were discussed and also benefited
from the interaction between territories whose pension regulations were in
its infancy and those with a well established regulatory framework and
supporting institutions. For information on IOPS visit their website at
www.iopsweb.org.
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regional and international from
among the presenters invited
to speak on our theme of ‘Beyond
the Crisis: Regional Initiatives in
Regulatory Reform’.” Conference
participants heard presentations on
the following subjects –
• “Unregulated Financial Markets &
Products the Regulatory Response to
the Crisis” Delivered by Martine Doyon
of the UK Financial Services Authority,
representing the International Organization
of Securities Commissions);
• ”Improving Regional Regulatory
Cooperation -The Role of the
College of Regulators” (delivered
by Carl Hiralal of the Central Bank
of Trinidad and Tobago); and
• “Towards a Regional Takeover
Code” (delivered by Samuel Thompson
of Penn State University).
The conference agenda also
included a panel discussion on the
topic “Emergency Interventions in
the Regional Financial Sector”; the
panelists included Dr. Euric Bobb,
International
Consultant,
and
Osborne Nurse, Financial Consultant and former Executive Chairman of the TTSEC.
Information on the CGSR, its
members and the 6th Annual
conference can be found at the
CGSR’s
web-site,
www.caribsec.org, which was
officially unveiled at the recent
conference.
Representatives of Caribbean
governments, securities
regulators, stock exchanges
and the Caribbean Regional
Technical Assistance Centre
(CARTAC) convened at the
6th Annual Caribbean Group
of Securities Regulators
Conference to share regional
and international perspectives
on the theme: “Beyond the
Crisis: Regional Initiatives in
Regulatory Reform”.
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COMPENSATIONS
SCHEMES FORUM

The Financial Services Commission
held a forum on Wednesday
August 19, 2009 aimed at
introducing to the public proposals
surrounding the establishment of
a Compensation Scheme for the
Insurance,
Securities
and
Pensions Industries. The main
presenter was Michelle Parnell,
lead consultant with Lantern
Corporation a UK based consultancy
with many years of experience in
the establishment of compensation
schemes throughout the UK and
the European Union. This forum
was the first of what is expected
to be a series of discussions
aimed at sensitizing the public as
to the purpose of compensation
schemes and the role they play in
fostering confidence, integrity
and stability in the financial services
industries. Other discussions will be
held as part of the FSC’s ongoing
public education campaign – “Think
and Check Before you Invest”.
T he primar y o b j e c t i v e o f
compensation arrangements is to
provide an additional layer of
protection for consumers in the
event of a member’s insolvency.
The intention is to offer some
reimbursement
for
losses
suffered as a direct result of the
insolvency of any firm within the
non-bank financial services sector.
The strategic options being
considered by the FSC are
outlined in a paper entitled:
COMPENSATION FUND PLANS
FOR THE JAMAICAN FINANCIAL
SERVICES SECTOR: OPTIONS
FOR CONSIDERATION which
was released in 2005 and that is
available from the FSC’s web-site at
www.fscjamaica.org. For more info
contact Ms. Nadene Newsome –
Communications Manager, FSC.
Total Assets
Capital

SECURITIES INDUSTRY PERFORMANCE JUNE 2009

The Financial Services Commission
(“FSC”) supervised 47 Securities
dealers as at June 30, 2009.
There are 33 securities firms
inclusive of 29 core dealers and 4
Unit Trust Management Companies. The sector remains robust
as evidenced by growth in asset
and capital base when compared

with June 2008 and the first
quarter of 2009. As at June 30,
2009 total assets stood at $514
billion and capital stood at $45
billion. This represents a 9
percent growth in both asset and
capital base over June 2008 and
a 3 percent and 10 percent
growth over quarter ended March

31, 2009 respectively. The firms
have also recorded an increase
in the total funds under management
(“FUM”) during the review period.
FUM grew by 18 percent over
June 2008 and 4 percent from the
first quarter and stood at $734
billion. (Table 1 & Figure 1)

Table 1: Selected Financial Indicators by Type of Securities Licensee, June 2009

Category of Securities
Licensee @ June 2009

No of

Total

Net Interest

Net

Capital

Licensees

Assets

Income

Income

Base

FUM

$'B

$'B

$'B

$'B

$'B

Securities Firms

33

514.30

6.80

4.25

45.30

733.96

Non -Securities Firms

14

297.17

9.84

5.05

59.45

140.16

Of which:
Commercial Banks &
Building Societies

2

129.10

4.20

0.69

19.50

0.00

Merchant Banks

1

27.89

0.39

0.15

3.90

12.95

Insurance Companies

3

106.87

4.14

3.61

23.11

109.43

Others

8

33.3 7

1.11

0.60

12.9 3

17.79

47

811.47

16.64

9.30

104.75

874.12

Total

Table 2: Selected Prudential Ratio (Securities Firms) June 2008 - June 2009
Ratio

Jun -08

Sep -08

Dec -08

Mar -09

Capital / Risk Weighted Assets

Jun -09

FSC Benchmark

51%

49%

39%

41%

48%

Capital /Total Assets

9%

9%

8%

8%

9%

≥ 6%

Intermediation Ratio

34%

36%

33%

34%

34%

≤ 50%

115%

133%

128%

124%

129%

≥ 100%

Low Risk Assets/Repo Liabilities

Figure 1: Trend in Key Statistics for Securities Firms ($'B) June 2008 - Jun 2009
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≥ 10%

Net profits of approximately $4 billion were
recorded for the first six months of 2009 representing a 16 percent growth over the first half
of 2008. This growth was buoyed by a 40
percent increase in net interest income which
resulted from rising interest rates in the last
quarter of 2008 and the first quarter of 2009.
The FSC monitors the adequacy of each
firm’s capital as well as the quality of the
assets backing investor liability.
Table 2 illustrates the industry’s weighted
average ratios for key FSC prudential benchmarks. As evidenced, the sector is adequately
capitalized and has remained robust during
this turbulent period. The filings received by
the FSC indicate that there are adequate
assets backing client investments, as the low
risk asset to repo liabilities ratio has shown
marked improvement over the review period.
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INSURANCE INDUSTRY PERFORMANCE
JUNE 2009

The two major players in the insurance sector are
general insurance and life insurance companies
while the other players are insurance brokers,
insurance agents, insurance consultants as well
as loss adjustors.
GENERAL INSURANCE COMPANIES
The combined assets of the general insurers as
at June 30, 2009 was $46.5 billion representing a
7.2 percent and 5.3 percent growth over the
quarters ending June 30, 2008 and March 31,
2009 respectively.
Similarly the aggregate capital base grew by 6.9
percent from June 30, 2008 and by 4.1 percent
from March 31, 2009 to $15.6 billion as at June
30, 2009.
With a 27.3 percent increase in combined net
investment and a 247.7 percent rise in other
income due mainly to gains from the revaluation
of US$ denominated assets, aggregate net
income before taxes grew to $1.93 billion for the
first 6 months of the 2009 calendar year.

Table 3: Selected Financial Indicators by Type of Insurance Company, June 2009
Category of Insurance
Licensee @ June 2009

Total
Invested
Assets

Net
Premium
Earned

Net
Investment
Income

Net
Income
After
Tax

Capital
&
Surplus

No of
Licensees

Total
Assets
$'B

$'B

$'B

$'B

$'B

$'B

Life Companies

5

139.99

122.55

12.21

10.08

5.72

35.48

General Companies

12

46.54

29.98

6.25

1.94

1.37

14.36

Total

17

186.53

152.53

18.46

12.02

7.09

49.84

Table 4: Selected Prudential Ratio (Securities Firms) June 2008 - June 2009
Ratio

Jun-08

Sep-08

Dec-08

Mar -09

Jun-09

FSC
Benchmark

Life Companies
Solvency ratio
Return on Capital

34.8%

34.4%

31.3%

31.3%

33.9%

min of 10%

5.1%

5.5%

9.6%

7.3%

11.6%

--

44.2%

46.0%

47.2%

47.0%

46.4%

min of 25%

4.7%

4.8%

9.4%

8.7%

5.1%

--

General Companies
Solvency ratio
Return on Capital

This represents a 31.0 percent growth over the
s ame period o f 2 0 0 8 a n d w a s a g a i n s t t h e
background of a 193.5 percent increase in
aggregate underwriting losses.
This underwriting loss was fuelled by declines in
net premium written (0.1%) as well as a 11.7
percent and 19.2 percent increase in claims
(mostly motor) and operating expenses (mainly
staff) respectively.
LIFE INSURANCE COMPANIES
Total capital base was $35.6 billion as at June 30,
2009, representing a 20.2% and 13.4% increase from
June 30, 2008 and March 31, 2009 respectively.

THE JAMAICAN PENSIONS INDUSTRY
Superannuation
Funds
and Retirement
Schemes are the two types of pension
arrangements offered by the pensions industry.
Retirement Schemes are provided by licensed insurance companies and investment
managers and are available to self employed persons and persons who are not employed
in pensionable positions.
Investment Managers and Administrators provide services to Superannuation Funds
and Retirement Schemes in relation to retirement planning, investment management and
administration.
Pension Funds assets stood at approximately $216 billion at the end of June 2009. This
represents an 8 percent increase over the March 2009 quarter. At June 30, 2009 there
were 25 Pension Fund Management companies registered with the FSC, one less than
at March 2009.
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JAMAICA STOCK EXCHANGE JUNIOR MARKET

The Jamaica Stock Exchange
(JSE) launched in April 2009 a
Junior Market that is designed to
encourage and promote investment
in Jamaica’s entrepreneurship,
employment
and
economic
development. The Junior Market
will allow investors to put capital
into legitimate small and medium
sized companies (SMEs) whose
shares trade on a special JSE
platform. This represents an
exciting opportunity for SMEs to
raise capital, and to contribute to
the growth and development
o f the Jam a i c a n e c o n o m y.
T he Junior M a r k e t w a s
established as a result of the
collaborative efforts of the
Government, the Board of the
JSE, the Financial Services
Copmmission and a Steering
Committee composed of key
stakeholders. The Government is
supportive of the Junior Market,
and it has committed to a special
regime of tax incentives for Junior
Market companies. Some of the
tax incentives are as follows:

• A full income tax holiday for the
first 5 years of a company’s life
on the Junior Market
• A half income tax holiday for the
second 5 years of a company’s
life on the Junior Market
• A full tax exemption for investors
receiving dividends or other
distributions from Junior Market
companies
Full details of the tax incentives,
and the conditions that Junior
Market companies must meet in
order to enjoy them, are available
from the JSE. A company that is
admitted to the Junior Market will
also benefit from reduced JSE
fees, of up to 50% less than those
applicable to the JSE’s Main
Market. Each company that wants
to join the Junior Market must be
incorporated as a public limited
company, in Jamaica or elsewhere
in the CARICOM region.

Also, each company that wants to
join the Junior Market must raise
a minimum of J$50m in new
funds in an initial public offering
that is made subject to a prospectus.
The initial public offering must
relate to equity shares, or
convertible or other shares that
have the characteristics of equity
(rather than debt) securities.
Each company that is admitted to
the Junior Market must have
stated capital of not less than
J$50m and not more than
J$500m following its initial public
offer, and during its life on the
Junior Market. In addition, each
such company must have at least
25 shareholders holding at least
20% of the issued equity share
capital in its first 5 years on the
Junior Market, and at least 50
shareholders holding that proportion in its second 5 years on the
Junior Market.
Each company that wants to join
the Junior Market must, unless
the JSE agrees otherwise,
appoint a mentor who will act as a
compliance adviser to the Board
of Directors. The mentor must be
a suitably experienced person,
and he must enter into the
standard form Mentor Agreement
and be approved by the JSE for
the purposes of the Company’s
admission to the Junior Market.
Full details of the requirements
for admission and ongoing
compliance for the Junior Market
Companies are set out in the
Junior Market Rules, which are
available on www.jamstockex.com
or
via
email
at
communications@jamstockex.com.

FINANCIAL CRIME CORNER
DO YOU KNOW WHAT FATF IS?

If you are thinking that FATF is a new miracle diet drug
that helps you lose weight then… you would be wrong.
If you said FATF (sometimes pronounced “FAT – F”)
was the short form for Financial Action Task Force
then…bull’s-eye! You would have been right. But do
you know what the Financial Action Task Force is,
what functions it performs and why it is important for us
to know these things? Let me help you.

The FATF, which is based in Paris, France, was formed in 1989 and
has as its purpose the development and promotion of policies to
combat money laundering and terrorist financing at both national and
international levels.
In trying to achieve this goal the FATF has established a series of
recommendations (the 40 recommendations and 9 special
recommendations) which provide the basic framework and principles
for anti-money laundering efforts and have been designed for
adoption by the governments of all countries across the globe.
One of the recommendations (recommendation 5) in part states as
follows: “Financial institutions should not keep anonymous accounts
or accounts in obviously fictitious names. Financial institutions
should undertake customer due diligence measures, including
identifying and verifying the identity of their customers, when:
• establishing business relations...” If you are a customer of a local
financial institution no doubt you would have had to fill out an account
opening form and produce a valid form of identification such as a
passport, national voters ID or a drivers licence when opening your
account. This process is a part of the customer due diligence or know
your customer (“KYC”) measures that financial institutions routinely
carry out in order to comply with local legislation and FATF
recommended practice as well as to ensure that they establish the
identity of the persons they are dealing with. In future newsletters we
will take a closer look at local KYC requirements and the other FATF
recommendations.
There are currently 35 countries which are full members of the FATF.
Although Jamaica is not a member of the FATF it is a member of a
regional body that is one of 6 associate members of the FATF. Do you
know what that regional body is?
If you said the Caribbean Financial Action Task Force or CFATF then
you should step to the front of the class! Indeed, Jamaica is one of
the group of members of the CFATF that have agreed to adopt the
FATF’s recommendations.

The main activities of the CFATF include:
• Mutual evaluations of members progress in adopting and complying with FATF and CFATF recommendations.
• Co-ordination of, and participation in, training and technical assistance programmes.
• Twice-yearly plenary meetings for technical representatives and an annual ministerial council meeting.
The CFATF’s most recent report on Jamaica’s progress in implementing FATF and CFATF recommendations
can be accessed from the CFATF’s web-site at http://www.cfatf-gafic.org/. The FATF’s 40 and 9
recommendations and list of members can be viewed at the FATF’s web-site at www.fatf-gafi.org.
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RETIREMENT PLANNING - DON’T WAIT UNTIL IT’S TOO LATE
Ideally, retirement is the time in your life to indulge in hobbies, travel, spend time with loved ones and engage in activities
which had been deferred while you were too busy working, raising/educating children and advancing careers. Achieving
these retirement goals will not happen by chance or wishful thinking, it is attainable by conscious and realistic planning
which must begin as early as possible.
The earlier this planning is effected, the less burdensome and more attainable retirement goals will be. Adequate retirement
planning ensures that the basic needs such as food, shelter and increased health care costs are taken care of with
sufficient capacity to allow retirees to indulge in some of the deferred activities of your working life. Planning for
retirement is made easier by the availability of various pension savings options. These savings options aim to assist the
saver to achieve retirement goals by utilizing available tax benefits.
Segregating pension savings
prevent them from being used for
more short term consumption.
Pension savings should constitute
a significant portion of the net
worth
of
the
average
employed/self employed person.
With life expectancy and retirement
years increasing a well planned
retirement plan represents the
difference between financial
security and comfort upon
retirement and a marginal
existence during these years.
Individuals can save towards
their retirement through Superannuation Funds and Retirement
Schemes.
A Superannuation Fund is a
pension plan established by an
employer for the benefit of his
employees.
On the other hand Retirement
Schemes facilitate post employment
benefits for self employed
persons, those persons who are
not members of a superannuation
fund and those not employed in
pensionable posts.
However, saving for retirement is
not limited to these pension
arrangements.
If an employee believes that his
pension funds will not be
adequate to meet his lifestyle
needs on retirement he should
conduct research before investing
in other investment arrangements

available from licensed financial
institutions.
The Government has through
recent pension reform initiatives
instituted a legal framework for
the pensions industry which
follows best practices in other
jurisdictions.
Under this new regulatory regime
the Financial Services Commission
(“FSC”) has been established as
the regulator of the private
pensions industry.
As the regulator, the FSC’s role
under
the
Pensions
(Superannuation Funds and
Retirement
Schemes)
Act
(“Pensions Act”) and the Financial
Services Commission Act, 2001
(“the FSC Act”) is to:
(i) regulate and supervise the
operations of superannuation
funds and retirement schemes
that are approved and registered
by it in accordance with the
Pensions Act;
(ii) license administrators and
investment managers
(iii) register trustees and responsible officers
(iv) carry out functions necessary
for the proper administration of
the Pensions Act; The Pensions
Legislation is designed to
safeguard the interests of
beneficiaries and ensure the
efficient management of pension
plans.

Among the benefits of the
pension legislation are the
increased access to information
given to members of pension
plans as well as the opportunity
for recourse to the FSC for
those members of pension
plans who believe that their
pension
benefits
are
in
jeopardy.
Trustees, Administrators and
Investment
Managers
of
approved funds and schemes
and other agents are held to a
standard of prudent behaviour
which will require them to
exercise care, skill, and due
diligence in the management
and investment of pension
assets.
Private pension arrangements
provide coverage for roughly
60,000 persons, out of a
population of 2,692,400 and a
labour workforce of 1,302,400
individuals - a mere 4.61% of
the labour workforce.

There
are
some
basic
principles with regard to
planning for retirement that
should not be ignored.
In particular, members of
pension plans and all persons
planning
for
retirement
should:
• Conduct research and
gather information regarding
the retirement products available
in the market; knowledge and
financial security go hand in
hand.
• Keep abreast of the performance
of the pension fund, communicate
with the trustees of the plan
and ensure that the pension
fund is operating in keeping
with the Trust Deed and Rules
and the Pensions Act. Seek
expert advice.
• Act promptly, retirement
planning
should
not
be
delayed, an early start is
advisable.

There is therefore a clear
imperative for every Jamaican
to save over the long term for
retirement, by participating in a
pension plan or other appropriate
vehicles, as well as ensuring
that
those
savings
are
adequate enough to meet their
needs and provide the security
desired. Whether you are in the
early stages of your working life
or nearing the retirement
phase, planning for retirement
is a very important and
necessary activity.
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SPECIAL FEATURE: OPTIMAL REGULATION
An economy cannot function
effectively without a stable and
efficient financial system. The
financial system redistributes
capital and risk and attends to
payment
and
settlement
functions.

Robust financial institutions and
a smoothly functioning financial market are essential if
these functions are to be
performed. Should confidence in
the financial system fail there
could be substantial negative
consequences for other sectors of
the economy.
Financial regulation is the
establishment of specific rules for
the operation of financial markets
and the conduct of financial market
participants, to foster market
outcomes and behaviour of
participants that is consistent with
specified objectives such as
systemic stability and investor
protection.

Regulation imposes a range of
institutional, compliance and
structural costs. As a result it is
imperative that legislators design
regulation in such a way that the
benefits derived from imposing a
regulatory regime, out-weigh the
attendant costs.
When regulation exceeds what is
necessary to achieve its objectives
then it places unnecessary
burden which may exceed the
economic costs that the regulation
is designed to avoid.
If regulation is priced in such a
way that firms are not able to pay
whilst still remaining going
concerns then the regulation itself
could cause harm to the financial
system. In much the same way
excessive
regulation
could
temper competition by increasing
the costs of financial products.
The result is that regulation
does not achieve the mandate
of consumer protection.

Optimal regulation enhances
competition and makes it effective in the marketplace by
offsetting market imperfections
such as asymmetric information
which potentially compromise
consumer welfare.
In an optimal regulatory regime,
standards must be set at a level
that all players willingly accept.
It does not prevent firms from
ever failing, a point that should
be made clear to all players in
the market. It doesn’t absolve
investors or regulated entities
from
making
incorrect
decisions. The optimal level of
regulation falls short of eliminating
all possibility of investors
making wrong choices in financial
contracts particularly where
there is no due diligence.
Cost-benefit analysis of regulatory
policies is, therefore, a critical tool
for making operational, an optimal
approach to regulation.

However, it should be noted
that even where there is no
explicit requirement for regulatory cost-benefit or impact
analysis, it would be unusual if
cost-benefit
considerations
were not among the factors
considered by regulators before
implementing
regulatory
changes.
Usually,
a
regulator
is
concerned about implementing
rules that are likely to achieve a
desired objective without undue
additional distortions to financial
markets and at least cost to the
regulator in terms of human and
financial resources.
In this sense, it may be fair to
say that regulatory policies (at
least, the most effective ones)
are almost always based on
considerations of “optimality”
even if this is not formally
expressed.
Contributed by Courtney Brown

HIGHLIGHTS
IOPS Conference

Executive Director of the FSC Rohan Barnett delivers Opening Remarks to participants representing
pensions supervisory agencies from Caribbean, African, European and North American territories at
the IOPS Caribbean Workshop on Private Pension Supervision held in Montego Bay from October 8-9,
2009. Also present were (seated from left): Ross Jones, President of the International Organisation of
Pension Supervisors (IOPS); Nicolette Jenez, Senior Director of Pensions, FSC; Aliya Wong,
Executive Director of Retirement Policy, U.S. Chamber of Commerce; and Howard “Skip” Edmonds,
Financial Sector Supervisor Advisor, Caribbean Regional Technical Assistance Centre (“CARTAC”).

Participants direct their full attention to one of the many presentations
at the IOPS Caribbean Workshop on Private Pension Supervision.
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