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AN OVERVIEW OF RETAIL REPO REFORM IN JAMAICA
INTRODUCTION
What is a “retail repo”? Simply put, a “retail repo” is a financial instrument
issued by securities dealers whereby a dealer sells an interest in a
security to an individual or non-financial institution client, with an
agreement to repurchase the interest in the security on a specified date
and at a specified price calculated on the basis of the principal amount
plus agreed interest. For most retail repo agreements, the securities dealer
will retain legal ownership of the underlying security for the duration of the
agreement, whilst the client only registers a beneficial interest.
RATIONALE FOR THE REFORM
The retail repo product was an important innovation in Jamaica’s financial
market in the early 1990’s, which served to open up fixed income markets
to a wider range of investors (in terms of wealth and income levels), catering
to the liquidity preferences of smaller investors, whilst also providing
competitive rates of returns. On the issuer side of the market, the retail repo
product offered greater opportunities for underwriting bond issuances,
especially of Government of Jamaica securities. However, the conduct of the
retail repo business also carried certain legal, operational and financial risks,
with potentially important implications for retail repo clients and/or the
securities or financial markets as a whole. These included the following:
LEGAL RISKS
Based on the distinction between “beneficial” and “legal ownership” of
the underlying security and certain gaps in the bankruptcy regime
prevailing prior to the 2013 amendments to Jamaica’s insolvency
regime, there was a risk that the legal ownership by retail repo clients
in the underlying securities could not be perfected in the event of a
dealer insolvency. One notable problem was that there was a risk that a
retail repo contract, upon the insolvency of a dealer, could be interpreted
within the context of the insolvency law as an unsecured loan, which
would place retail repo clients in a lower priority position within the
queue of creditors. Such ambiguity would only be resolved by ensuring
the insolvency regime explicitly recognized the priority of repo contracts.
OPERATIONAL RISKS
Operationally, retail repo clients were typically assigned to a pool of
underlying securities, with insufficient clarity regarding the specific
security interest held by each client. This exacerbated the legal risks.
For individual clients, the lack of clarity regarding the specific security
or securities underlying his/her repo contract may also matter in the
event of non-performance by a dealer - apart from the market valuation
of a security at the time legal ownership is transferred, other attributes
of a security to be held also matters to an individual client, including the
liquidity and tenor of the security.
FINANCIAL RISKS
The main source of financial risk stemmed from the fact that in the conduct of
the retail repo business, securities dealers engaged in significant financial
intermediation involving interest rate and liquidity risks to their balance sheets.

For example, dealers carried significant inventories of long term securities,
while the repo contracts issued to clients (and backed by these securities)
were typically of shorter duration, which raised the possibility of dealers
being caught in a “liquidity squeeze” in the aftermath of financial markets
shocks. Based on how the securities market grew over time, particularly the
growth of the retail repo market, these financial risks to dealers also raised
the prospect of a systemic risk, due to the possibility of the rest of the
financial system being exposed to a distressed securities dealer (undergoing
a liquidity squeeze). Such exposure was possible because of valuation
effects as well as credit effects (for example if the distressed dealer was an
important credit counterparty to another financial institution). These financial
risks were partly mitigated through the application of prudential standards to
securities dealers in the context of an enhanced regulatory regime, supervised by
the Financial Services Commission. These standards included regulatory capital
requirements, leverage restrictions, repo margin requirements and progressively
improving early warning financial benchmarks and other reporting requirements.
SCOPE OF THE RETAIL REPO REFORM
For the securities sector, the focus was on the retail repo market, given its importance
as a business for dealers within the sector. The reform of the retail repo market was
to be accomplished in several phases, which can usefully be categorized as follows:
• Phase 1 – Enhancement of Collective Investment Schemes (CIS) to
provide alternatives for retail investors to diversify holdings
and for dealers to transfer risk from their balance sheets.
• Phase 2 – Clarify the insolvency regime to better ring-fence the asset
pool underlying repo contracts.
• Phase 3 – Address legal and operational risks in the repo business by the
establishment of a Segregated Trust Arrangement (and associated
transactions and settlement procedures) to better identify and
protect the beneficial security interests of retail repo clients.
• Phase 4 – Address financial risks by further strengthening prudential
standards, supervisory monitoring and crisis resolution.
WHAT HAS BEEN ACCOMPLISHED SO FAR?
• Phases 1 and 2 were completed with the passage of amendments to the
Securities Act (to facilitate expanded development and regulation of the CIS
sector) and the promulgation of a new Insolvency Act (which included provisions
clarifying the definition and treatment of repo contracts and underlying assets).
• Phase 3 has just been completed (at end-August 2015) with the full transition
of securities dealers to Segregated Trust managed by the Jamaica Central
Securities Depository through JCSD Trustee Services. The trust arrangement is
buttressed by the promulgation of additional amendments to the Securities Act
(December 2014), new Retail Repo Regulations (January 2015), and new legal
documentation evidencing the execution of a repo contract, including a revised
Master Retail Repurchase Agreement, and a new Trust Deed (August 2015).
CONTINUED ON PAGE 2
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AN OVERVIEW OF RETAIL REPO REFORM IN JAMAICA CONT’D
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• Phase 4 has been in progress for an extended period, beginning in 2010
with the application of new risk weights for foreign currency denominated
Government of Jamaica assets in the calculation of regulatory capital and
the implementation of new reporting requirements for securities dealers.
After an extended period of consultation and preparation, new prudential
capital standards were introduced in December 2014 through regulations.
In addition, beginning in September 2014, minimum size requirements
were implemented for retail repo transactions, with a phased increase in the
minimum allowable size up to a threshold of J$1,000,000 and US$10,000
by [December 31, 2015.]

•
•
•
•
•
•
•
•

WHAT IS NEXT?
• Additional steps are underway to expand the range of allowable alternatives to
retail repos, as a product offering, by progressively relaxing the cap on
foreign asset holding by CIS vehicles. The investment cap for CIS was
raised to 15 per cent in June 2015, and will be raised to 25 per cent by
the end of December 2015. This cap will be lifted by the end of 2016,
unless extraordinary circumstances require a reassessment.

LEGAL DOCUMENTATIONS USED IN THE NEW RETAIL REPO FRAMEWORK
The legal documentation has been enhanced as follows:
1. Standardized Master Retail Repurchase Agreement (MRRA) - This must
be executed between the dealer and the client. The signed document will
secure the clients claims in the event of default or misconduct of the dealer.

• Additional enhancements to prudential standards are also being examined,
with a view to better aligning regulatory capital requirements to risks in the
the retail repo market.. The roll-out of these new standards will be expected to
occur over several years with provision made for periodic reviews of the
implementation and its effect on financial market conditions. A fundamental
policy mandate is the preservation of market stability, so the timing and scale
of prospective reforms must be tailored to achieve this objective.

MF&G Asset Management Limited
Money Masters Limited
NCB Capital Markets Limited
Proven Wealth Limited
Sagicor Investments Limited
Scotia Investments Limited
Sterling Investments Limited
Victoria Mutual Wealth Management Limited

The main features of the new retail repo framework are outlined below:

2. Trust Deed - This must be executed between the dealer and the appointed
trustee and it outlines the arrangement of the trust, including the duties of
the trustee to the clients and dealers; powers of the trustee and the responsibility of the dealers.
3. Disclosure Statement - This must be presented to the client by the dealer
prior to any retail repo transaction. This document outlines the significant
characteristics of the product, inclusive of the risks involved in investing in
the product, as well as the fees and penalties that may be payable by the client.
4. Receipt – This must be issued to the client by the dealer for all moneys
paid by the client in relation to retail repo transaction.
5. Transaction confirmation – This must be issued to the client by the dealer
and should outline all the terms of the retail repo contract, such as the date
of the transaction; the purchase price (amount invested); the repurchase
price (amount invested plus interest earned); the interest rate; description of
the securities allocated and the maturity date of the contract.

The members of the inter-agency teams responsible for implementing the new retail repo
framework share lens time to celebrate the successful transition.

The transition of the dealer’s retail repo portfolio to the trust arrangement
commenced with one dealer on Wednesday, August 12, 2015. As at August
31, 2015, all 14 dealers that were still involved in the retail repo market
had transitioned to the trust arrangement. These dealers include:
•
•
•
•
•
•

Alliance Investment Management Limited
Barita Investments Limited
Credit Union Fund Management Company Limited
Jamaica Money Market Brokers Limited
JN Fund Managers Limited
Mayberry Investments Limited

MINIMUM INVESTMENT AMOUNT AND THE CURRENCIES FOR RETAIL REPOS
The FSC has implemented a standard minimum transaction size for retail repos.
As of October 1, 2015, the current minimum amount that can be invested in a
retail repo is J$750,000.00 and US$7,500.00. The ultimate minimum
transaction size will be implemented on December 31, 2015, where the limits
will be capped at J$1,000,000.00 and US$10,000.00. Of note, the minimum
transaction size will serve as a floor, therefore, an individual dealer in keeping
with its own business model, can determine a higher amount. There will be two
funding currencies available for retail repos under the trust arrangement, namely
Jamaican Dollar (JMD) and United States Dollar (USD) denominations. Even
though the trustee’s system will accept only JMD and USD contracts, dealers
may continue to conduct retail repo transactions in other currencies. However,
these contracts must be converted to either JMD or USD in order to be registered
in the trust arrangement - this must be disclosed to the clients.
CONTINUED ON PAGE 3
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ALLOWABLE SECURITIES FOR RETAIL REPOS
The pool of allowable securities that can be used as underlying assets for retail
repo transactions has been established and includes dematerialized and/or
immobilized securities, as specified by the FSC.
a) Dematerialized Securities include:
• Government of Jamaica (GOJ) issued and GOJ guaranteed securities;
• Securities issued and/or guaranteed by US, Canada and UK sovereigns;
• Foreign currency denominated investment grade sovereigns and corporates,
in keeping with the foreign currency restriction outlined by section 22 of the
BOJ Act and the BOJ (Dealings in Foreign Currency Instruments) (Eligible
Securities Dealers) (Exemption ) Orders; and
• BOJ Certificates of Deposit.
b) Immobilized Securities include:
• GOJ issued and GOJ guaranteed securities;
• Foreign currency denominated investment grade corporates in keeping with
the foreign currency restriction outlined by section 22 of the BOJ Act and the
BOJ (Dealings in Foreign Currency Instruments) (Eligible Securities Dealers)
(Exemption ) Orders; and
• Locally issued corporate bonds with any of the following criteria:
o Listed corporate bond;
o Unlisted corporate bond but secured by: (i) shares of a listed company; or
(ii) real estate with registration of lien as first mortgage; or
(iii) receivables; or
o Corporate bond guaranteed by a parent company with an investment
grade credit rating.
MARGIN REQUIREMENTS USED TO DETERMINE THE VALUE OF
SECURITIES TRANSFERRED TO THE TRUSTEE
All retail repo transactions will require an initial margin, as well as a daily maintenance
margin at the percentages stipulated by the FSC. The minimum initial and
maintenance margin requirements for the following list of ‘qualifying issuers’ shall
be 5%:
• The GOJ, inclusive of central government, statutory bodies, companies owned
or controlled by the GOJ and agencies of the GOJ;
• The BOJ; and
• Governments and Government Agencies of the United States, Canada,
and the United Kingdom.
For all other allowable assets, the minimum initial and maintenance margin
requirements shall be 15% as long as the issue is:
• A locally issued JMD denominated immobilized corporate bond;
• An Investment grade sovereign foreign security (excluding US, Canada and UK); or
• Investment grade corporate foreign bonds.
OPERATIONAL REQUIREMENTS FOR DEALERS IN THE NEW RETAIL
REPO FRAMEWORK
The new operational framework will be guided by rules for participation in
the trust arrangement and for the registration and settlement of retail repo
transactions. Some of the operational requirements are outlined below:

a) All dealers engaged in the retail repo business are required to be JCSD participants;
b) All dealers engaged in the retail repo business are required to be
JamClear-CSD participants, as long as JamClear registered securities
will be used as underlying securities;
c) All securities underlying a retail repo contract must be immobilised or
dematerialised in approved CSDs;
d) Dealers are required to open a retail repo account with JCSD for each
retail repo investor. Dealers are required to create and upload transaction
files, as per the operating schedule, containing transaction details for the
retail repo clients in the format specified by the trustee.
e) Dealers are required to ensure that the retail repo transaction file is
prepared in keeping with the validation rules of the trustee’s system.
f) Dealers’ back offices will be required to meet the hardware and software
requirements of the JCSD and JamClear systems;
g) Dealers are required to have an interface with the JCSD’s back office
system to facilitate the transfer and validation of transaction files; and
h) Dealers are required to open dealers’ own accounts in the JCSD in order
to maintain unencumbered/unallocated balances of immobilized securities.
Role of the Investor in the New Retail Repo Framework
Retail repo investors should ensure that:
• Investments in a retail repo contract are not treated as a bank deposit.
• They only conduct retail repo business with licensed securities dealers.
• They carefully read the Master Retail Repurchase Agreement before they
signed and returned to their securities dealer.
• They review and monitor the receipt and transaction confirmations
received from the dealer.
• They view and monitor their account balances online using the service
provided by the Trustee.
• They ask questions of the dealer’s representative to get a clear under
standing of the retail repo product and the documents associated with
the product.
• They pay keen attention to any advisory that the FSC may issue, especially
in relation to the retail repo product. These advisories are usually posted
on the FSC’s website (www.fscjamaica.org)
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INDUSTRY STATISTICS - MARCH AND JUNE 2015 QUARTERS
Tables 1, 2 and 3 display selected financial indicators for both types of insurance companies.
Table 1 - Statistical Information and Financial Position of the Life
Insurance Industry

OVERVIEW OF THE INSURANCE INDUSTRY
Similar to the end of the March 2015 quarter, nine (9) of
the ten (10) registered general insurance companies were
operational; while, six (6) of the seven (7) registered life
insurance companies were operational as at June 30,
2015.

As at

Balance Sheet
Total Investment
Assets
Total Assets
Insurance
Liabilities
Other Liabilities
Total Liabilities
Capital & Surplus
Profit and loss
(YTD)
Net Premium
Earned
Net Investment
Income
Other Income
Total Expenses
before tax
Net Income
before tax
Net Income

The insurance companies earned less foreign exchange
gains in the six-month period that ended June 2015
compared to the similar period in 2014.
This is due to the fact that, the rate of the devaluation
of the Jamaican dollar against the United States Dollar
was slower over the period ended June 2015 compared to
the corresponding period in 2014.
Consequently, other income and net income for the overall
insurance industry were lower than reported in the March
and June quarters of 2014.

Mar 14
$'B

Jun 14
$'B

Sep 14
$'B

Dec 14
$'B

Mar 15
$'B

Jun 15
$'B

%age
Change
between
Jun ‘14
& Jun
'15

227.7

232.6

238.1

244.0

247.5

253.8

9.1

255.6

250.2

256.6

261.7

265.7

271.7

8.6

75.2

76.9

78.1

80.0

79.6

82.6

7.4

116.6
191.8
63.8

117.9
194.8
55.4

121.7
199.8
56.8

122.9
202.9
58.9

125.2
204.8
60.8

127.5
210.1
61.5

8.1
7.8
11.0

11.6

21.4

31.4

10.6

21.4

0.0

4.7

9.4

14.2

1.1

3.4

4.38

14.5

26.8

39.1

2.9

6.8

10.8

2.7

6.8

10.0

41.7

4.8

10.1

7.4

0.9

2.0

(41.2)

13.8

28.1

4.8

13.1

2.6

5.4

(20.6)

13.7

2.2

5.0

(26.5)

19.3
5.2
51.6

Note: YTD: Year to Date

Table 2 - Statistical Information and Financial Position of the
General Insurance Industry

As at

Balance Sheet
Total Investment
Assets
Total Assets
Insurance
Liabilities
Other Liabilities
Total Liabilities
Capital & Surplus
Profit and loss
(YTD)
Net Premium
Earned
Net Investment
Income
Other Income
Total Expenses
before taxes
Income (Loss)
before Tax
Net Income

Mar 14
$'B

Jun 14
$'B

Sep 14
$'B

Dec 14
$'B

Mar 15
$'B

Jun 15
$'B

%age
Change
between
Jun ‘14
& Jun
'15

Table 3 - Selected Prudential Ratio for Insurance Companies
14
Mar

14
Jun

14
Sep

14
Dec

15
M ar

15
Jun

FSC
Bench
-mark

Solvency Ratio

33.3

28.4

28.4

29.0

29.7

29.3

≥ 10%

Return on Capital
(YTD)

4.5

13.2

18.9

22.2

4.2

8.6

≤ 20%

46.0

46.0

45.3

52.1

48.5

45.3

≥ 25%

6.1

13.9

17.4

21.2

3.7

8.8

≤ 20%

95.0

93.5

94.6

96.6

100.1

99.2

≤100%

Ratio

39.6

40.3

41.6

41.1

42.8

43.4

7.7

58.6

62.5

61.9

59.5

62.0

66.3

6.1

33.4

35.9

35.8

34.5

34.9

36.9

2.8

5.8
39.2
19.4

6.7
42.6
19.9

5.8
41.6
20.3

4.4
38.9
20.3

6.0
40.9
19.8

7.5
44.5
21.8

11.9
4.3
9.5

3.8

7.8

11.9

16.0

4.0

8.1

3.8

0.7

1.4

2.1

2.8

0.6

1.4

0.0

0.2

0.4

0.5

0.9

0.1

0.3

(25.0)

3.7

7.3

11.3

15.4

4.3

8.0

9.6

1.1

2.3

3.3

4.3

0.7

1.8

(21.7)

0.8

1.7

2.3

2.9

0.5

1.3

(23.5)

Life Companies

Gener al
Companies
Solvency Ratio
Return on Capital
(YTD)
Underwriting
Ratio (YTD)

Note: YTD: Year to Date

Note: YTD: Year to Date

FSC COMPASS | PAGE 4

COMPASS
VOLUME 7 - ISSUE 3 | JUNE & SEPTEMBER 2015

INDUSTRY STATISTICS - MARCH AND JUNE 2015 QUARTERS
OVERVIEW OF THE SECURITIES
INDUSTRY
As at June 30, 2015, there were 44
licensed securities dealers, which was the
same amount recorded for the March
2015 quarter.
Of these 44 dealers, the analysis will
focus on 33 securities firms, whose core
business is dealing in securities.
As the FSC continues to develop
measures that seek to strengthen the
level of protection for investors in retail
repurchase agreements, total repo liabilities
declined by 3 per cent for the quarter
ending June 30, 2015, when compared
to the quarter ending December 31, 2014.
Retail repo, which is a subset of total
repo liabilities also declined, resulting in
a 4.5 percentage point decline in the
intermediation ratio over the same
period.
(See table 2). A 5.2 percent increase in
capital (December 2014-June 2015)
was reflected in a 1 percentage point
increase in the capital/total asset ratio
notwithstanding the capital/risk weighted
asset ratio remain unchanged at 22 per cent.

Tables 1 and 2 display selected financial indicators for Securities Firms.
Table 1: Statistical information of the Securities Firms, March 2014 - June 2015

June 15
$'B

%age
Change
between
Dec '14 &
Jun '15

529.6

528.1

(3.5)

475.9

456.1

452.6

(4.9)

71.5

71.1

73.5

75.5

6.2

791.6

796.9

813.8

804.2

856.0

5.2

401.0

418.6

411.1

415.7

402.2

403.3

(3.0)

Total Revenue

10.1

10.4

10.4

10.1

9.7

10.9

7.9

Total Expense

7.9

8.0

8.0

7.9

7.8

7.1

(10.1)

Total Interest Income

8.0

8.2

7.8

7.3

7.1

7.2

(1.4)

Total Interest Expense

5.4

5.4

5.1

4.8

4.3

4.2

(12.5)

Net Interest Income

2.5

2.8

2.7

2.6

2.8

3.0

15.4

Net Profit

1.7

1.6

1.5

1.4

0.9

2.1

50.0

Mar 14
$'B

June 14
$'B (R)

Sep 14
$'B

Dec 14 Mar 15
$'B
$'B

Total Assets

540.4

549.4

542.6

547.1

Total Liabilities

468.8

479.1

471.1

Total Capital

71.6

70.3

Funds Under
Management

759.8

Total Repo Liabilities

As at

Balance Sheet

Profit and loss

March and June 2015 data preliminary, R: Revised
Table 2 below displays a few selected prudential ratios.
Table 2: Selected Prudential Ratio for Securities Firms
Ratio

Mar

Jun

Sep

Dec

Mar

Jun

14

14

14

14

15

15

22% 22.4%

Capital/Risk Weighted Asset

21.5%

22%

21%

22%

Capital/Total Assets

13.2%

13%

13.2%

13%

Intermediation Ratio

37.2% 35.8%

35% 35.5%*

14% 14.3%
35.2%

31%

FSC
Benchmark
≥ 10%
≥ 6%
≤ 50%

*Based on revised definition for Retail Repos as per Securities (Retail Repurchase Agreements)
Regulations, 2014

CONTINUED ON PAGE 6

FSC COMPASS | PAGE 5

COMPASS
VOLUME 7 - ISSUE 3 | JUNE & SEPTEMBER 2015

INDUSTRY STATISTICS - MARCH AND JUNE 2015 QUARTERS
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TABLE 1
STATUS REPORT ON UNIT TRUSTS
As at March 31, 2015, there were eleven (11) unit trust
funds managed by five (5) fund managers, namely Barita
Unit Trusts Management Company Ltd., Scotia Asset
Management Jamaica Ltd., Sagicor Investments Jamaica
Ltd., JMMB Fund Managers Ltd. and NCB Capital
Markets Ltd.
Unit trusts portfolios are composed mainly of fixed
income securities, real estate investments and equities.
For the quarter ended March 31, 2015, approximately
73.3% of the funds were invested in fixed income securities,
18.0% in real estate, 6.9% in equities and 1.8% in cash
and others. The equity investments are primarily listed
on the Jamaica Stock Exchange.
As at March 31, 2015, total funds managed by unit
trusts management companies were approximately
$120.5 billion. Table 1 compiles data of funds under
management for quarter over quarter commencing March
2014 through to March 2015. For the March 2015
quarter, net inflow was 1.6 billion units valued at $6.7
billion.

Total Funds
under
Management
as at
Value of units
sold for the
quarter

redemptions

Dec
2014

Sep
2014

Jun
2014

Mar
2014

$’M

$’M

$’M

$’M

$’M

120,529

111,440

96,298

73,963

66,766

11,354

15,695

25,345

9,474

7,623

3,062

4,388

3,180

2,426

12,633

20,956

6,294

5,197

Value of units
Redeemed
for the quarter 4,651
Net
inflow/outflow 6,703
for the quarter

Exact Figures Used
Total Number
of Units Sold 2,811,409,328
for the quarter

6,582,030,807

5,630,258,609 2,257,429,962 1,478,389,187

Total Number
of units
1,161,734,077
Redeemed
for the quarter

652,278,072

1,024,217,264 951,250,098 117,584,189

Net
inflow/outflow
1,306,179,864 1,360,804,998
(units) for the 1,649,675,251 5,929,752,735 4,606,041,345
quarter

Cumulative Unit Trust Purchases/Redemptions for the Period
March 2013 - March 2015
purchases

Mar
2015

net purchases/redemptions

As at March 31, 2015, Sagicor Investments continued to lead with 54.2% of
the market share followed by Scotia Asset Management with 23.1%.
NCB Capital Markets had 14.1%; Barita Unit Trusts Management had 4.9%,
while JMMB Fund Managers had 3.7%.

30,000,000

PERCENTAGE MARKET SHARE AS AT March 31, 2015

25,000,000

14.1%
$'000

20,000,000
15,000,000
10,000,000

23.1%
54.2%

5,000,000
0
Mar-13 Jun-13

Sep-13 Dec-13 Mar-14 Jun-14

Sep-14 Dec-14 Mar-15

4.9% 3.7%

Quarter

Sagicor

JMMB

Barita

Scotia

NCBCM

CONTINUED ON PAGE 7
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INDUSTRY STATISTICS - MARCH AND JUNE 2015 QUARTERS

Active Pension Plans
The number of active pension plans accounted for 52.74 percent of the total
private pensions industry. As at March 31, 2015, there were four hundred and
twenty-three (423) active plans; the main contributing factor of the reduction
when compared to the last quarter is the termination of six pension plans.
This however, did not have a negative impact on membership growth which has
increased by eight percent during the quarter. The 24 percent membership
growth experienced by retirement schemes was responsible for the increase in
active membership in private pension arrangements in Jamaica.
Active Plans by Type as at March 31, 2015
Superannuation funds (“funds”) accounted for approximately 97 percent of the
number of active plans and 95 percent of total assets. During the review quarter, the
assets of active retirement schemes (“schemes”) increased by 6.20 percent to
$15.19 billion, relative to an increase of two percent recorded by superannuation funds.
Solvency of Active Pension Plans
Four hundred and eleven (411) plans, representing approximately 97 percent of
the 423 active plans have submitted solvency data. Analysis of the data shows
that as at March 31, 2015, approximately 92 percent of all active pension
plans, for which data were submitted, were solvent.
SUMMARY
The private pensions industry continues to be stable in the face of continuing
local and global economic challenges. During the review quarter, there were six
terminations of pension plans, resulting in the decline of the total number of
active pension plans, when compared to the December 2014 quarter. This
however did not have a negative impact on membership in active pension
plans, as the number of Jamaicans participating in private pension arrangements grew, reversing the trend for the previous quarter despite the fact that the
Jamaican employed workforce also increased during the quarter. Nothwithstanding the challenges faced, the total assets in the private pensions industry
increased during the quarter and the solvency levels of pension plans has
remained stable. Further information in relation to the pensions industry
statistics for the quarter ended March 2015 is available on the FSC’s website.

Number of Plans
Asset Values
($’000)
Total Membership
Private
Pension
Coverage
as
a
Percentage of the
Employed Labour
Force

Retirement
Schemes
Superannuation
Funds
TOTAL

No. of
Active
Plan s
13
410
423

March
2015
802
349,558,197

December
2014
802
341,446,108

September
2014
806
331,564,608

110,041

102,112

102,105

9.02%

8.42%

8.42%

%age of
Plans

No. of
Members

3.07

40,023

96.93
100.00

%age of
Membership

62,199
102,222

39.15
60.85
100.00

Asset Values for Active Superannuation Funds
Asset Value (Billions)

Investment Mix
Direct holdings of securities of governments comprised approximately 40
percent of total investments as at March 31, 2015, which indicates a decline
percentage-wise over last quarter. There was however growth with respect to the
total quantity of securities held quarter over quarter. Investment arrangements which
include pooled funds and deposit administration contracts, represented
approximately 30 percent of total investments and are significantly invested in
government securities.

Pension plans, asset values and membership.
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CONTINUED FROM PAGE 6

OVERVIEW OF THE PENSIONS INDUSTRY
As at March 31, 2015, there were eight hundred and two (802) pension plans with
assets totaling $349.56 billion that provided pension benefits to nine percent of the
employed labour force. This represents a two percent increase over the previous
quarter. Plan membership increased by approximately eight percent during the quarter.
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Quarter

Asset Value
($’000)
15,193,916
321,231,881
336,425,797

%age of
Asset
Value
4.52
95.48
100.00
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AML/ENFORCEMENT - THE IMPLEMENTATION OF FSC’S
ZERO TOLERANCE APPROACH
The Financial Services Commission (FSC) views regulatory compliance
as a serious matter, with implications for all the stakeholders
involved – licensees, registrants, and the users of financial services.
FSC is a financial services supervisory and regulatory body operating in
the international space.
Hence, Jamaica, as a jurisdiction,
is held to global best practices
and standards. Many locally
registered companies and individuals,
as the case may be, recognize and
embrace their responsibilities and
obligations in this regard. As a result,
they expend a great deal of resources,
financially and otherwise, to ensure
that they are and remain compliant
with existing laws and regulations
governing the industries they operate in.
A system that allows some to continuously flout
the law without consequences ultimately
makes it more costly for those who comply.
It further exposes the regulated industries,
the regulator and the country to significant reputational risk, affecting
the credibility of operations and the ability to compete globally.
The responsibility to safeguard against these risks rests with the
supervisory and regulatory body, the FSC.
In light of its accountabilities, the FSC announced its intention to
implement a zero tolerance approach to breaches of the legislation
that it administers. The effect of this approach is that once the FSC
identifies a breach by a licensee or registrant, it will immediately
take steps to enforce compliance to the relevant statute.
These enforcement actions include the issuance of fixed penalty
notices and/or referrals to the Office of the Director of Public Prosecutions.
The FSC had communicated that the effective implementation date
of its zero tolerance approach would be August 1, 2015. However,
in the FSC’s contemplation of the circumstances within which the
securities industry would have to take on the tasks involved to
ensure readiness for the implementation date, the FSC decided to
delay implementation of the zero tolerance approach.

To avoid imposing what would be viewed as “split interest” for the
dealers, that is, to meet two competing sets of compliance initiatives,
prudence dictated that consideration be given to a new implementation
date.
The FSC intends for this implementation to be uniformed and consistent
across all regulated sectors, as this approach makes for a more structured and efficient process in its application.
To this end, the revised implementation date (to be announced) will be
applicable to all three sectors – insurance, pensions and securities.
The FSC continues to laud our industries’ embrace of this initiative, as
well as respects the industries’ concerns. In this regard, we encourage
your continued cooperation, outreach and consultation, as we move
toward an enhanced compliance environment.

While we hold steadfast to the belief that some sectors received adequate
notice for them to streamline their processes (relating to their compliance
regime in order to meet that deadline), the FSC is also equally cognizant of
the severe constraints the securities industry faces at this time, having
partnered with the FSC on the extensive Retail Repo Reform Project.
FSC COMPASS | PAGE 8
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CORPORATE GOVERNANCE & RISK MANAGEMENT
RISKY BUSINESS
The concept of risk has been around since the beginning of time. Risk is
simply the possibility of a negative impact. Everyone faces some sort of
risk every day, whether we realize it or not. Whenever your in a situation
where you find yourself assessing the pros and cons of different
decisions, you are actually doing some form of risk management.
Throughout our professional lives, we have been bombarded by extensive
information on risk, which has caused many of us not only to be
confused about risk management but also left us unable to process
valuable information on risk as nothing more than white noise. This has
led us to have different interpretations of risk and to lose track of the
objectives of risk management. Risk should be viewed within the context of
the potential impact, the probability of occurrence and how it will be
addressed once identified. This should be our initial focus, rather than trying
to label/categorize different types of risk, which frequently ends in confusion.
Risk, especially in a globalised environment is not static. It will evolve
and change, not only due to the natural result of changes in the environment,
which are beyond our control, but sometimes as a direct result of our
efforts to address them.

Organisations need to understand that effective risk management
should factor in the highly dynamic and evolving environment in which
risk now operates, and tailor their strategies accordingly.
They should create an environment in which on an individual, departmental
and organizationallevel, employees are able to relate to specific risks
associated with their particular functions, so they can feel motivated and
genuinely interested in addressing them, both individually and on a holistic
basis.
Every employee has an important role to play as part of their organizations’
enterprise risk management framework and must never lose track of the
basic principles of risk. The most effective risk management strategy is
to properly train employees on how to identify, report, monitor and
address risks in their respective areas of expertise within an organisation.
It is through these efforts that organisations will be in a better position
to prioritize risksand to economically coordinate an appropriate
response to minimize the probability and/or impact of these unfortunate
events. In so doing, they would have satisfied the mandate of an
effective risk management system.

Participants at the FSC organized Corporate Governance and
Risk Management Seminar held on September 10, 2015
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SPECIAL FEATURE – MICROINSURANCE UPDATE
Insurance is extremely pertinent to all countries, as it may be used to
preserve wealth and or transfer wealth from one generation to the next.
By helping low-income households manage risk, micro-insurance can
assist them to maintain a sense of financial confidence, even in the face
of significant vulnerability (ILO-Protecting the poor: A microinsurance
compendium, 2006).
Jamaica, through the FSC, is taking steps to develop its microinsurance
industry. The FSC has entered into a partnership agreement, with
external parties, with the commitment to develop a sustainable microinsurance industry. The agreement will facilitate the following activities,
inter alia:
(i) drafting of microinsurance regulations;
(ii) writing a compliance manual for microinsurance;
(iii) providing training to various stakeholders on specific aspects of
microinsurance;

(iv) designing financial education programs on microinsurance;
(v) capacity building,and
(vi) adjusting the reporting and supervisory system to capture the micro
insurance industry.
In addition to the partnership agreement, the FSC has been sensitizing
the nation on microinsurance through various activities, such as
seminars and public forum.
The FSC has also established a microinsurance committee, which
comprises representatives of the FSC and other stakeholders from the
insurance industry.
The function of this committee will be to facilitate discussions between
the industry and the FSC by taking a consultative approach on the development of a legislative microinsurance framework.

A representative from the FSC’s Insurance Division engages members
of the public on microinsurance at an Expo and Town Hall Meeting
held in Sam Sharpe Square, Montego Bay, St. James last year.
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EVENT RECAP
FSC SIGNS IOSCO MMOU
On Wednesday, June 17, 2015 the FSC’s Executive
Director, Janice P. Holness, signed the International
Organization of Securities Commissions’ (IOSCO)
Multilateral Memorandum of Understanding (MMoU),
indicating Jamaica’s commitment to Consultation and
Cooperation as well as the Exchange of Information
globally. The United Kingdom Financial Conduct
Authority hosted the 40th IOSCO annual conference
themed “Building a new financial world”, held June
14-18, 2015 at the Queen Elizabeth II Centre in
London. Jamaica brings the total to 105 jurisdictions
who are signatories to this agreement. IOSCO is the
leading international policy forum for securities
regulators and is recognized as the global standard
setter for securities regulation. The organization's
membership regulates more than 95% of the world's
securities markets in more than 115 jurisdictions.
42ND ANNUAL IOSCO CONFERENCE FOR JAMAICA
IN 2017
The Financial Services Commission’s hosting of the
42nd annual conference of the International Organization
of Securities Commissions (IOSCO) in May 2017 is a
landmark achievement for Jamaica. Of note, this is the
first time that this conference is being held in the
Caribbean.
As the global standard setter, IOSCO’s annual conference
attracts hundreds of delegates worldwide, including
regulators, academics and industry sector specialists,
for a five-day conference to discuss topical issues
affecting the securities and futures markets and
financial regulation on a whole. The conference
presents the ideal forum for financial players to meet,
share ideas and advance solutions to address
developments in the financial markets.
Being the host of a conference of such a magnitude
presents a prime opportunity for the FSC, our registrants
and other stakeholders to demonstrate that Jamaica is
committed to financial regulation, in accordance with
international best practices. The conference will
highlight Jamaica as a progressive country, unwavering
in its mission to become a noticeable player in the
global financial market.
We have assumed a mammoth task, but with full
commitment and support from all relevant stakeholders,
the 42nd IOSCO Annual Conference promises to be a
memorable one for Jamaica and the Caribbean.

Executives of IOSCO congratulate Jamaica on becoming the 105th signatory to its MMoU: (L-R) Cuthbert Chanetsa,
Deputy Executive Officer, Financial Services Board (South Africa) & Vice-Chair of Growth and Emerging Markets
Committee; Greg Medcraft, Chair of IOSCO Board & Chairman of Australian Securities and Investments Commission;
Janice P. Holness, Executive Director of Financial Services Commission, Jamaica; Gerard Rameix, Chairman, Authority of
Financial Markets (France) & MMoU Monitoring Group Chair & IOSCO Board Member; Georgina Philippou, Acting
Director of Enforcement and Market Oversight, Financial Conduct Authority (United Kingdom); David Wright, IOSCO
Secretary General; and Jaime Gonzalex, President of Banking & Securities Commission (Mexico) & Chair of
Inter-American Regional Committee & IOSCO Board Member.

CARIBBEAN ASSOCIATION OF INSURANCE REGULATORS (CAIR) 2015 CONFERENCE
AND ANNUAL GENERAL MEETING
The 2015 Conference and Annual General Meeting of the Caribbean Association of Insurance Regulators
(CAIR) was held at the Hyatt Regency Hotel, Trinidad June 10-12, 2015. The theme of the conference
was Regional Collaboration: Enhancing Insurance Supervision and Regulation. The conference focused
on the regulator’s approach to regulation and supervision of entities engaged in cross-border operations
and provided insight and experiences from a regional perspective. The President of CAIR in her welcome
to delegates emphasized the need for regulators “to strike a balance in how we supervise our insurance
industries, encouraging growth while ensuring safety and soundness and the fair treatment of
policyholders”. The FSC’s Elizabeth Smith presented on Inclusive Insurance.
Additional presentations included: Capital Adequacy, Solvency and Stress Testing, Is the region ready for
IFRS, Regional Survey on the contribution of insurance to the economies of the Caribbean and Regional
initiatives on Microinsurance. Presenters included Lawrie Savage, Neil Dingwall, Craig Thorburn, Randy
Graham, Ravi Rambarran, Carl Hiralal, Courtney Christie-Veitch, Dr. Holger Wirtl, Marcia Tam Marks,
Wendy Ho-Sing, Corine Bolton, and Meg Mulry.
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EVENT RECAP CONT’D
CARIBBEAN ASSOCIATION OF PENSIONS SUPERVISORS (CAPS)
CONFERENCE 2015
The 5th annual conference of the Caribbean Association of Pension
Supervisors (CAPS) was held at the Hyatt Regency Hotel, Port of Spain,
Trinidad, June 8 - 9, 2015. The theme of the conference was “Regulating
and Supervising the Pension Industry: A Regulator’s Guide to Building
Confidence and Trust”.
The keynote address was given by Mr. Carl Hiralal, Inspector of Financial
Institutions, Central Bank of Trinidad and Tobago (CBTT). Mr. Hiralal
provided a very informative and meaningful presentation, he spoke on the
effects of recent economic events and an ageing population on pension
plans worldwide. He also addressed the importance of the pension industry to
the economy of a country and went on to give details of the development
of the pension industry in T&T.
Presentations were insightful and informative leading to discussions
which all addressedvarious aspects of the theme. Presenters included
HonourableTara Rivers, Minister of Education, Employment and Gender
Affairs, Cayman IslandsMs Lucia Madrigal, Inter-American Development
Bank,Mr Courtney Christie Veitch and Dr Shelton Nicholls of CARTAC,
Mrs. Nicolette Jenez - FSC, andMr Hubert Lum of Morneau Shepell
AGM
At the CAPS AGM members were given a demonstration of the CAPS
website being implemented by the Central Bank, Trinidad. Final discussions
were held on the adoption of the proposed MOU and the CAPS Principles
for Supervision which should be finalized after amendments are made to
both documents. Elections were heldfor the executive for the period
2015-2017.

Courtney Christie-Veitch – Financial Supervision Resident Advisor, CARTAC, delivers a
presentation on risk-based supervision at the 5th Annual CAPS Conference on June 9, 2015.

CAPS executive for the period 2015 - 2017 (from left), Secretary
– Ms Paula SalvaryPresident – Mrs. Nicolette Jenez,Treasurer –
Ms Maltie Bholasing, Vice- President – Mr Peter Sousa.
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EVENT RECAP CONT’D
ANTI-MONEY LAUNDERING/ COUNTER-FINANCING OF TERRORISM (AML/CFT)
CONFERENCE
The Financial Services Commission (FSC) hosted its annual Anti-Money Laundering/
Counter-Financing of Terrorism (AML/CFT) Conference on May 22, 2015. The primary
conference objectives were:
- To sensitize the FSC’s stakeholders in the securities, insurance and private pensions
industries regarding the latest developments, both locally and internationally, in the
area of AML/ CFT.
- To assist stakeholders in broadening their understanding of what is involved in the
Mutual Evaluation (MEV) by the Caribbean Financial Action Task Force (CFATF), and
its significance and importance to Jamaica. The MEV took place on June 1-12, 2015.
Participants from diverse backgrounds were in attendance, including representatives from
government agencies, Competent Authorities, private sector professionals and business
persons, who are required to have a working knowledge of AML/CFT. This annual
Conference represents the FSC’s commitment to fostering improved compliance by our
regulated entities in the areas of AML/CFT as this has positive spin-offs for the integrity
and reputation of Jamaica’s financial services sector.

A participant makes a point at the AML/CFT Conference
hosted by the FSC for its licensees on May 22, 2015.

UPCOMING EVENTS

IARC/COSRA MEETING 2015
The FSC will host the Inter-American Regional Committee/ Council of Securities Regulators of the Americas (IARC/COSRA) meeting over 2 days, November 12-13,
2015, at the UWI Regional Headquarters. IARC is one of four regional committees of the International Organization of Securities Commissions (IOSCO), the international
body which is recognized as the global standard setter for the securities sector. These committees all focus on regional issues relating to securities regulation in the 4
named regions. IARC, as the name suggests, focuses on the Inter-American region. COSRAs members are the securities regulators of North, South and Central America
and the Caribbean and its aim is to establish basic common, legal and regulatory principles, promoting efficiency in the securities market and also ensuring consumer
protection. IARC meetings are usually held in conjunction with COSRA, consequently both groups will be meeting in Jamaica. The fact that the FSC is able to attract
this and other high profile financial meetings and conferences to Jamaica’s shores, underscores the level of recognition and respect the FSC has internationally among
our counterparts – in short, we are seen as a regulator of high standards, which bodes well for Jamaica; thereby, contributing to the country’s image, as the place to invest
and do business. The meeting will be attended by securities regulators who are members of IARC and COSRA. The agenda seeks to address issues thatare of importance
to the participants and members of both organizations, andwill allow for discussion on matters in the global securities industry. The FSC’s hosting of the IARC/COSRA
2015 Meeting serves as a precursorfor ourhosting of the 42nd Annual IOSCOConference in May 2017, which will be attended by representatives from more than 200
regulatory bodies and government agencies worldwide.
At the SFEP Awards Luncheon held on March 26, 2015
Mr. Zavion Edwards of St. Jago High School, reflects on
his experience as a participant in the FSC Schools’
Financial Education Programme 2015. Listening
attentively are (from right): MC - Annalise Harewood,
Executive Director -Janice P. Holness, Chief Executive
Officer of CreditInfo Jamaica - Megan Deane, President
of Junior Achievement Jamaica - Alphie Mullings Aiken,
Acting Deputy Executive Director - Janet Johnson
Haughton and Sade Holness – of Ardenne High School
(2014 SFEP participant).
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FSC SCHOOLS’ FINANCIAL EDUCATION PROGRAMME
(SFEP) 2016
For the last six years the FSC has partnered with Junior
Achievement Jamaica (JAJ) to deliver our Schools’ Financial
Education Programme, which has introduced personal finance
skills and concepts to over 1500 high school students across the
island. The 2016 programme will be expanded to benefit 10 high
schools across Jamaica. These high schools are: Ardenne High,
Glenmuir High, Black River High, Denbigh High, Manning’s
School, Ascot High, William Knibb High, Papine High, York Castle
High and St Jago High. For the first time, the FSC will also sponsor
the implementation of JAJ’s Entrepreneurship programme in four
schools across the island in 2016. The 2016 programme will
begin on January 25, 2016 and will culminate with the Awards
Luncheon on March 15, 2015.

