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EXECUTIVE SUMMARY

Hurricane Melissa has created one of the most severe economic shocks in Jamaica’s modern era, with
reportedly USS8.8B in damage (41% of GDP) as per the IDB and World Bank and a sharp reversal in the
medium-term outlook. The Government has responded by suspending fiscal rules through March 2027,
expanding expenditure by J$29.3B, and negotiating a US$6.7B multilateral support package that is expected
to include Policy-Based Loans (PBLs) and climate-resilient investment financing. This Intelligence Note ana-
lyzes four strategic pillars that will shape the trajectory of Jamaica’s recovery:

1 Macroeconomic reset

2 Fiscal flexibility and governance risks

3. Conditionality, sequencing, and the Washington Consensus coordination effect

4 Political economy implications, including election-cycle pressures and reform fatigue

It concludes with scenario pathways and risk-management recommendations to help ensure that post-
Melissa reconstruction strengthens Jamaica’s long-term resilience rather than amplifying volatility. The core
issue is not the size of the financing, but whether Jamaica can sequence reforms and disbursements in a way
that supports—rather than constrains—reconstruction.

Macroeconomic Reset:

The fiscal and growth outlook has been substantially revised. Real GDP for FY2025/26 is now projected at —
4.3% (MoFP), down from a forecast of +2.2%, reflecting an 11-13% Q4 contraction (PIOJ). Inflation is
expected to reach 9.5% (previously 5.3%), driven by the collapse of agricultural output, disrupted logistics,
and the immediate surge in reconstruction demand. Labour markets will see short-term gains in
construction and utilities, but rural communities face job losses linked to agricultural damage.

Fiscal Rule Suspension:

The suspension was triggered by a shock exceeding the 1.5% of GDP threshold, with the fiscal impact
estimated at 5.3% of GDP across FY2025/26—FY2029/30. The pause provides temporary room for deficit
financing, accelerated capital projects, and targeted social support. However, it introduces credibility risks,
heightened scrutiny from rating agencies, and significantly elevates execution and transparency pressures
on ministries and agencies.

Multilateral Package — Opportunities & Risks:

The USS$6.7B package is likely to combine PBLs, concessional financing, investment loans, private-sector
windows (IFC, IDB Invest), and technical assistance. Benefits include rapid FX inflows, strengthened
institutional capacity, and funding for climate-resilient infrastructure.

However, PBLs carry material risks. If policy conditions are not sequenced appropriately, reforms may
become pro-cyclical—raising costs or tightening regulations during a recession. There is also the historical
challenge of cross-conditionality: if a single PBL is breached, other Washington-based multilaterals may
delay disbursements or coordinate pressure for compliance.
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Operationally, World Bank and IDB processes involve long preparation and approval timelines, and gaps
between compliance and disbursement. These delays may conflict with domestic expectations for rapid
reconstruction.

Financial Stability Risks:

Large foreign-exchange inflows may create real-exchange-rate appreciation pressures, potentially eroding
export competitiveness. Managing this risk will require coordinated BOJ intervention, careful scheduling of
disbursements, and directing FX inflows toward import-intensive reconstruction.

Private-Sector Absorptive Capacity:

While IFC and IDB Invest funding will be available, Jamaica’s private sector will need expanded
project-preparation capacity, stronger financing pipelines, and greater access to equipment and skilled
labour to utilise these resources effectively.

Political Economy Dynamics:

The Government enters this recovery with a renewed mandate, but reconstruction overlaps with the next
Local Government cycle and the General Election window (2028-2030). Rising inflation, transparency
concerns, and delays in PBL-linked reforms could intensify reform resistance and political pressure —
increasing the possibility of a truncated electoral timeline.

Strategic Imperatives:

. Sequence reforms to avoid pro-cyclical tightening.

. Ensure early disclosure of conditionality to build trust.

. Strengthen procurement and reporting for transparency.

. Expand technical capacity for project preparation.

. Coordinate donor timelines with Jamaica’s disaster governance cycle.

Overall Assessment:

Jamaica’s recovery period will test its macroeconomic management, governance systems, and political
resilience. With disciplined sequencing, transparent execution, and careful negotiation of conditionalities,
the country can emerge more resilient. Without these safeguards, the risks of inflation, delayed recovery,
and political fatigue rise sharply.
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Multilateral Conditionality: Jamaica's Reconstruction Crossroads

1. Context: A Post-Disaster Economy with Extraordinary Pressures

Hurricane Melissa produced USS$S8.8B in direct losses—41% of Jamaica’s GDP—and may exceed USS$10B in
total economic impact. GDP for FY2025/26 is now projected at -4.3%, inflation at 9.5%, and fiscal rules have
been suspended through March 2027 to create emergency policy space for reconstruction.

This opens the door for multilaterals to play an outsized role. But unlike project loans, policy-based loans are
contingent on actions, not assets. What Jamaica receives—and when—depends on reforms that may carry
political costs.

2. The Political-Economy Risks of Post-Disaster Policy-Based Lending
a. Conditionality can become a political straightjacket

Even when framed as “resilience reforms,” conditionality may require legislative changes, tariff adjustments,
institutional mergers, governance frameworks, or regulatory overhauls that carry domestic political costs.

Every government must then choose between:

® Accessing funds quickly, or
® Protecting political capital.
b. Reforms may be technically sound but politically impossible

Examples from the Caribbean and Latin America show that energy tariff rationalization, public-sector
restructuring, pension changes, or subsidy reforms often trigger political unrest—even when recommended
by multilaterals.

c. Public perception risk: ‘IMF 2.0” without the IMF label

Even if the IMF is not the lender, PBLs by the World Bank, IDB, CAF, CDB, and others may be perceived as
IMF-style conditionality through the back door.

d. Jamaica has just come out of a national election

The Government has a new mandate, but the window of political grace is narrow. Large-scale PBL-linked
reforms may require spending political capital normally reserved for mid-term governance—not the first 12
months.

3. How Conditionality Can Become Pro-Cyclical

Some policy-based lending can unintentionally deepen downturns by:

Requiring fiscal consolidation when economies need fiscal expansion
Mandating regulatory changes that slow investment when liquidity is scarce
Tightening governance rules that delay reconstruction projects

Prioritizing compliance over agility in the recovery phase

In a post-disaster environment, this can stall growth, weaken employment, and frustrate communities
already facing hardship.
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3. Benefits and Risks of Policy-Based Lending

What PBLs Can Deliver

. Fast budget support to stabilize fiscal operations

. Strengthened governance and resilience frameworks

. Improved public financial management

. Alignment with global climate-risk and disaster-recovery standards

4. Macroeconomic Impact & Updated Outlook
4.1 GDP Profile

Before the hurricane, Jamaica recorded 4.6% GDP growth for July—September 2025, supported by rebounds
in agriculture, manufacturing, construction, tourism, and energy use. Post-Melissa, Q4 GDP is projected to
decline 11-13%, with full-year FY2025/26 GDP expected to fall 4.3%.

4.2 Inflation Pressures

Inflation is now projected at 9.5%, driven by:

° Collapse in agricultural output
. Logistics bottlenecks

° Reconstruction-related demand
(] Higher energy and import costs

4.3 Labour Market Effects

Labour demand will rise in construction, logistics, engineering, and utilities. However, rural unemployment
may increase as agricultural households face prolonged recovery timelines.

5. THEORETICAL GROUNDING
5A. The Disaster Governance Cycle and Why It Matters Now

Hurricane Melissa has pushed Jamaica into the most complex and compressed Disaster Governance Cycle it
has faced in decades. Understanding the four-phase cycle is essential for evaluating both the fiscal decisions
taken to date and the risks embedded in the forthcoming multilateral financing programme.

(1) Response Phase (0-90 days)

Jamaica is exiting this phase now. It involves restoring electricity, clearing corridors, stabilising ports and
airports, ensuring food accessibility, and re-establishing basic economic activity. This phase explains the
urgency behind:

e The J$24.2 billion JPS grid-restoration loan

® The accelerated reopening of Montego Bay and Kingston logistics infrastructure
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® The front-loading of local government cleanup expenditures

(2) Recovery Phase (3—18 months)

This is the phase Jamaica is entering. It will require:

® Temporary fiscal flexibility (hence the suspension of the fiscal rules through March 2027)
® Targeted support for agriculture, small firms, tourism, and logistics

® Replacement of lost household assets and livelihoods

The danger here is that ill-timed PBL conditionalities—especially those involving tariffs, revenue
administration tightening, or procurement reforms—could hinder recovery by imposing compliance costs at
the wrong phase.

(3) Reconstruction Phase (18—60 months)

This is where the US$6.7 billion multilateral package is expected to anchor itself. The reconstruction phase
demands:

® large-scale capital investment
® C(Climate-resilient infrastructure

® Housing reform (including the 3,300 containerised homes)

Grid modernisation

Fiscal-policy recalibration

But reconstruction is also the stage where multilateral PBLs can become most binding, making the timing
and sequencing of conditionality crucial. Poor sequencing may force Jamaica into pro-cyclical tightening
before reconstruction is complete.

(4) Resilience Phase (Years 5 and beyond)

This involves:

® Governance reform

® Disaster-risk financing

® Insurance penetration

® Public financial management strengthening

® Zoning and land-use regulation

Social-protection reform

PBLs are often designed with resilience in mind, but their implementation can overlap with the Recovery and
Reconstruction phases, creating a real risk of institutional overload and political fatigue.
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6. FISCAL RULE SUSPENSION & SUPPLEMENTARY BUDGET
6.1 Suspension of Fiscal Rules Through March 2027

For the first time since the pandemic, Jamaica has triggered a formal suspension of its fiscal rules, based on:

(] Hurricane Melissa’s fiscal impact exceeding the statutory 1.5% of GDP threshold,
. Verified 5.3% GDP cumulative fiscal impact projected between FY2025/26 and FY2029/30,
. The need for extraordinary expenditure on reconstruction.

Implications of Suspension

The suspension creates policy space but also introduces structural risks:

Positive Flexibility

Government can run temporary deficits without breaching targets.

Easier mobilisation of reconstruction financing.
Faster allocation to emergency infrastructure.

Ability to buffer inflation and protect vulnerable groups.
Risks

1. Credibility Vulnerability: Jamaica’s decade-long fiscal reputation becomes exposed to slippage risk.
Governance Exposure: Oversight becomes more complex as expenditures rise outside normal fiscal
constraints.

3. Political Risk: With elections likely in 2027 or late 2026 (depending on political pressure), fiscal
relaxation may become a political battleground.

4. Debt Trajectory: Even if concessional, expanded borrowing may raise medium-term debt above earlier
glide paths.

Suspension is therefore necessary but not costless — execution quality will determine whether this be-
comes a stabilising tool or a vulnerability.
6.2 The Third Supplementary Estimates of Expenditure

The FY2025/26 budget has expanded by J$29.3B, bringing total expenditure to J$1.37T.

Ministry / Programme Allocation (J$B) Priority Areas

Economic Growth & Infrastructure 7.2 Roads, bridges, 3,300 containerized homes

Local Government 4.6 Cleanup, municipal support, emergency response
Tourism 3.4 Facility cleanup, destination readiness

Water, Environment & Climate 3.2 Critical water systems, watershed protection
Agriculture & Fisheries 3.0 Crop recovery, Input distribution

Energy, Transport, Telecoms 1.5 Corridor stabilization, logistics connectivity

JPS Loan for Grid Restoration 24.2 Rebuilding energy distribution infrastructure
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Absorptive Capacity Observations
A single-year scale-up of this magnitude raises the question:

Can implementing agencies execute this volume of capital works without delays, cost overruns, or
governance breaches?

Jamaica historically struggles to exceed 70-75% capital budget execution. Scaling up while staff are also
responding to emergency needs will be difficult.

7. THE US$6.7B MULTILATERAL PACKAGE: STRUCTURE, OPPORTUNITIES & RISKS

7.1 Likely Composition of the Package

Although formal agreements are still pending, a package of this size will almost certainly include:
1. Policy-Based Loans (PBLs) — World Bank, IDB

2. Investment Loans for major infrastructure — roads, housing resilience, grid reconstruction
3. Climate Resilience & Disaster-Risk Financing — CCRIF+, GFDRR, adaptation windows

4. Private-sector support — via IFC & IDB Invest

5. Grants & Technical Assistance — for governance, transparency, procurement, social protection

7.2 Benefits of the Package
1. Foreign Exchange Stability

Large-scale inflows help:

. Rebuild reserves
° Support balance-of-payments needs
(] Reduce FX market volatility during import surges

2. Capital Expansion

Enables:

Climate-resilient roads
Modernised grid
Coastal protection
Housing reconstruction

Agriculture system redesign

3. Institutional Strengthening
PBLs often finance:
PFM reforms

Digitalisation of government services
Social registry upgrades

Disaster-risk governance improvements



CBR INTELLIGENCE NOTE

7.3 Potential Challenges

Multilateral lenders often rely on template (cookie-cutter) policy doctrines, such as:

(] fiscal consolidation,
° public-sector wage containment,
(] tariff increases,

. regulatory harmonisation,
. SOE restructuring,
. tax base expansion through consumption taxes.

These are not always wrong — but they are frequently inappropriately sequenced, poorly targeted, or
politically naive. But in reality, many reforms emerge from pre-designed policy toolkits that fit donors’
institutional ideologies, not local realities.

7.4 Risks Associated with PBLs

Policy-Based Loans (PBLs) disburse only when specific reform actions are met. While they provide
predictable budget support once unlocked, they also introduce timing, sequencing, and political-economy
risks, especially in a post-disaster, recessionary environment.

Key vulnerabilities include:
1. Pro-Cyclical Policy Risk

If the reform matrix includes tariff adjustments, fiscal consolidation measures, revenue-administration tight-
ening, or procurement restructuring, these actions may:

(] Increase business and household costs during an already recessionary period
° Slow reconstruction if procurement rules tighten before agencies are ready
° Shift scarce administrative bandwidth away from urgent relief and capital works

This is especially dangerous in the early 18-24 months of recovery.
7.5 Cross-Conditionality & the Washington Consensus Risk

A critical but understated risk within Jamaica’s reconstruction financing framework is the possibility of cross-
conditionality — a structural feature traceable to the Washington Consensus era, in which non-compliance
with one institution’s policy conditions can trigger coordinated pressure across multiple Washington-
anchored multilaterals.

While today’s institutions emphasise “country ownership” and “flexible programming,” the underlying
ecosystem remains tightly interconnected. The IMF, World Bank, Inter-American Development Bank (IDB),
the U.S. International Development Finance Corporation (DFC), and the U.S. State Department’s Foreign
Assistance apparatus frequently align on:

macro-fiscal assumptions,

governance and transparency benchmarks,
revenue-enhancement measures,
state-owned enterprise reforms, and

energy and tariff-structure adjustments.

11
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Opportunities & Structural Risks

BENEFITS

US$6.7B PACKAGE

FX Liquidity Support

Climate-Resilient Infrastructure
Technical Assistance

Private-Sector Windows (IFC, IDB Invest)

RISKS
PBL CONDITIONALITY

* Pro-cyclical reforms during recession

« Tariff/utility adjustments raising costs

* Revenue-admin changes pressuring MSMEs
* Procurement reforms slowing execution

* Washington Consensus coordination effect
* Long approval lags + slow disbursement

OTHER RISKS

* Reform Fatigue

* Real Exchange Rate Appreciation
« Political Fallout

» Fiscal Credibility Under Threat

e Capacity Constraints

Manage Sequencing . Protect policy space

Jamaica Reconstruction Package

Key Impact

Metrics

Overview of recovery statistics

FINANCING SUPPORT

5494

Over half of the package comes
from multilateral support.

_ FUNDING.
LL

DEBT MANAGEMENT

15%0

Essential focus on managing

debt service within the package.

IMPLEMENTATION
CAPACITY

75% of focus ensures effective
management of reconstruction
efforts.

REVENUE PROTECTION

30%

Critical portion allocated to
protect revenue streams from
erosion.
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This creates a real possibility that a breach in one Policy-Based Loan (PBL) — for example, missing a revenue

target, delaying a reform, or resisting a tariff adjustment — may trigger:

. delayed disbursements across institutions,
L more restrictive programme assessments,
° tighter borrowing conditions,

. public-messaging pressure, and

. a loss of fiscal manoeuvrability.

During a recessionary, post-disaster period, such policy tightening becomes pro-cyclical, amplifying rather

than absorbing economic shocks.

This is especially pertinent now because:

Jamaica is negotiating multiple PBL-type arrangements simultaneously,
each lender has its own reform sequencing philosophy,
cross-institutional “signalling” is common; and

Reconstruction requires policy flexibility, not rigid uniformity.

Mitigating cross-conditionality requires:

1.

2.

Explicit mapping of reform commitments across all multilaterals,

Setting Jamaica’s sequencing priorities first, before accepting conditionalities,

Macro-modelling the social and economic impacts of each reform requirement,

High-level diplomacy with U.S. Treasury and State Department teams,

Avoiding reforms that impose short-term contraction in exchange for long-term efficiency gains, and

Public transparency to manage political expectations and legitimacy.

In essence, the success of the USS$6.7-billion reconstruction framework will depend not only on financing —

but on Jamaica’s ability to navigate a multi-donor ecosystem where policy slippage in one programme can

cascade across the entire architecture.

7.6 Safeguards Against “Cookie-Cutter” Policy Prescriptions and Reform Fatigue

A recurring challenge in engagements with large multilaterals is the persistence of template-driven reform

models—policy frameworks rooted in global best practice but often insufficiently tailored to local condi-

tions. These models frequently prioritise standardised fiscal, regulatory, and governance reforms over con-

text-specific sequencing and absorptive capacity.
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The risk is amplified by two recent structural shifts:
(a) The World Bank’s discontinuation of Short-Term Consultants (STCs)

STCs often functioned as the critical bridge between Washington-based analytical frameworks and country-
specific realities. They provided:

. Local policy insight
. Sectoral expertise grounded in Caribbean institutional dynamics
° Feedback loops between technical reforms and political or social feasibility

Their removal increases the probability that Jamaica will face:

. More centralised, Washington-authored reform packages
° Less nuanced understanding of local sectoral bottlenecks
° Reduced flexibility in adjusting targets, timelines, or assumptions

This heightens the risk that Jamaica may receive over-standardised conditionality that fails to reflect the
complexity of post-disaster recovery and the realities of implementation capacity.

(b) Heightened Likelihood of Reform Fatigue

Jamaica has undergone decades of sustained structural reform—fiscal consolidation, public-sector
transformation, financial sector restructuring, SOE governance upgrades, tax reform, PFM reforms,
regulatory oversight strengthening, and more.

A new wave of reforms, arriving amid:

A recession

Elevated inflation
Social dislocation
Housing vulnerability

A multiyear reconstruction effort

...creates a very real risk that the public sector, private sector, and citizenry could experience reform fatigue,
reducing compliance, slowing execution, and increasing political resistance.

Reform fatigue typically manifests as:

Slower policymaking

Reduced administrative bandwidth
Resistance from implementing agencies
Pushback from private-sector groups

Erosion of political capital

Without safeguards, fatigue increases the risk of programme slippage, which is especially dangerous given
the cross-conditionality dynamics earlier discussed.
The Caribbean Financial Dispatch
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7.7 Timeline Risks in PBL Approval and Disbursement: Structural Delays and Fiscal Implications

A frequently underestimated aspect of Policy-Based Loans (PBLs) is the significant time lag between (a)
project preparation and (b) final Board approval and disbursement. Both the IDB and the World Bank have
well-documented internal processes that can introduce delays of 6 to 18 months, even for priority
operations.

(a) Internal Approval Bottlenecks

PBLs must pass through multiple internal stages, such as:

° Country Strategy alignment

Technical drafting

Economic and social safeguard assessments
Legal reviews

Internal committee clearances

Donor consultations (in the case of co-financed operations)

Final Board review and approval

These steps are designed to uphold governance standards but often slow the process. In practice, countries
frequently face a misalignment between fiscal-year expenditure plans and PBL approval timelines, which can
create funding gaps for time-sensitive reconstruction.

(b) Compliance Matrix Delays

Even after Board approval, disbursement is not automatic. PBLs require:

. Completion of specific reform actions
(] Verification by Bank teams
° Internal validation and audit trails

Given Jamaica’s current administrative load — grid restoration, housing deployment, road clearance, social
protection expansion, and fiscal-rule suspension — the civil service may struggle to deliver compliance
documents on the schedule originally assumed during negotiations.

This creates two risks:
1. Cashflow Delays

Government may anticipate inflows in Q2 or Q3 of a fiscal year that, in reality, arrive in Q4 or spill into the
next fiscal period.
This can affect:

Budget execution timing
Contractor payments
FX liquidity management

Contingency planning for essential imports

2. Timing Mismatch Between Reforms and Recovery

Some reforms may be documented and legislated before the associated financing is released.

15
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This can unintentionally create:

° Temporary fiscal tightening
. Reduced policy flexibility
. Administrative overload during an already stressed recovery period

In disaster contexts, this mismatch amplifies economic stress at precisely the moment when liquidity is most
needed.

(c) Political Economy Consequences of Timing Slippage
Timeline delays have political repercussions:
1. Citizens expect visible action; delayed financing can slow reconstruction.

2. Opposition groups may argue that the Government “over-promised financing that has not

materialised.”

3. Implementation ministries may face criticism for delays that originate, not in Jamaica, but with-
in multilateral institutions.

4. Approaching electoral cycles (Local Government or General Election) amplify the cost of delays.

Given Jamaica’s projected reconstruction horizon (3-5 years), delays in Year 1 or Year 2 could push the most
visible benefits of reconstruction uncomfortably close to an electoral calendar — increasing political
pressure and reducing policy space.

5. Absorptive-Capacity Limits (Public + Private Sector)

Large flows of concessional and private-sector catalytic financing from IFC and IDB Invest can pressure
Jamaica’s absorptive capacity:

(] Local contractors may be unable to scale quickly
(] Financial institutions may struggle to intermediate large volumes efficiently
° Regulatory approval processes for private-sector deals may bottleneck

If capacity constraints bind, funds may go undisbursed — triggering commitment fees, delaying recovery,
and eroding political goodwill.

6. Accumulating Loan Fees
While fees on multilateral instruments — such as front-end charges and commitment fees on undisbursed
balances — are relatively small in percentage terms, in a large multi-year programme they accumulate into
meaningful fiscal costs, especially if approval or disbursement delays slow the pace of fund utilisation. Even
concessional loans include:

. Front-end fees (0.25-1%)
] Commitment fees on undisbursed balances
] Technical-assistance fees in some cases

These are small but non-zero costs, and with large volumes, the aggregate cost becomes meaningful. This
creates an added incentive to streamline bureaucratic processes, or risk paying for funds that remain
unspent.
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7.8 Timeline Risks in PBL Approval and Disbursement: Structural Delays and Fiscal Implications
Jamaica’s Required Safeguards Against Template-Driven Reform

To mitigate these risks, Jamaica should pursue a structured set of protections:

1. Localisation of Reform Design

Every PBL or reform matrix should undergo a domestic feasibility assessment:

° Economic impact modelling
. Administrative capacity evaluation
. Social and political sentiment mapping

This ensures reforms align with Jamaica’s current fiscal, institutional, and social realities.
2. Reform Sequencing Protocol

No reform should be adopted unless its timing aligns with:

The recovery trajectory
Inflation expectations
Labour-market capacity

Project implementation cycles

Pro-cyclical reforms should be deferred or restructured.
3. Independent Local Analytics

With the decline of STCs, Jamaica must strengthen:

° Local policy research centres
° University-based economic research
(] Cross-sector technical groups

These bodies can critically assess reform proposals and provide data-driven alternatives grounded in Jamai-
can realities.

4. Conditionality Negotiation Framework

Jamaica should adopt a structured negotiation stance:

(] Requesting alternative policy options where conditions impose undue risk
° Demonstrating data-based reasons for adjusting or delaying actions
° Ensuring that conditionalities do not front-load fiscal tightening during recession

5. Social Safeguard Requirements

Each structural reform should include:

° Distributional impact analysis
(] Poverty and vulnerability modelling
(] MSME impact projections

17
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This prevents reforms from inadvertently worsening post-disaster hardship.
(d) Anticipating and Managing Reform Fatigue
Jamaica’s strategy must include:
1. Clear communication on reform objectives
2. Milestone-based implementation rather than broad sweeping reforms
3. Visible early wins to maintain public trust
4. Budgeting for administrative capacity upgrades
5. Pacing reforms to avoid simultaneous shocks across multiple ministries
The reconstruction window is narrow; administrative and political bandwidth are finite. Managing the pace
of reform will be as important as the reforms themselves.
8. Political Economy Considerations: The Election Clock Is Now a Binding Constraint

Jamaica enters this reconstruction phase with a renewed mandate from the September 3 General Election.
But while the administration begins with political capital, the timing of the recovery cycle intersects directly
with the electoral cycle, significantly shaping the risks associated with fiscal-rule suspension and
policy-based conditionality.

8.1 The Election Horizon

Based on the projected 3-5 year reconstruction timeline, Jamaica will enter:

] Local Government Elections: potentially within 2—3 years, depending on prior postponements and
political judgment.

° A possible General Election window: immediately after the recovery horizon (or sooner if political
pressures mount).
This means that by Year 3, public tolerance for slow or uneven recovery could tighten dramatically.

8.2 The Political Fatigue Curve

Global evidence — and Jamaica’s own fiscal-reform history — shows that:

®  Public patience with reform agendas declines sharply after 18-24 months.
® Reconstruction fatigue grows when short-term sacrifices are not matched by visible improvements.
® large capital projects, even when well-managed, often deliver benefits late in the electoral cycle.

This political fatigue risk is magnified when reforms arise from external conditionality, which electorates
often view as intrusive or insensitive to local realities.
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8.3 Reform Risks in a Pre-Election Context

If PBL-linked reforms include any of the following, political risk intensifies:

e  Utility tariff adjustments

® Revenue-compliance tightening
® Changes to procurement frameworks that slow visible projects
®  Public-sector restructuring

® Any reform that raises costs in a high-inflation environment
Even if economically rational, these actions can be framed as:

®  “austerity”,
®  “IMF-style conditionality”,
® or “donor-driven interference”,
— all potent narratives in a pre-election space.

8.4 The Risk of Accelerated Elections

Reconstruction episodes often shift political incentives:

e |f reforms erode popularity faster than expected, governments may call early elections, seeking a
fresh mandate before public discontent deepens.

® Conversely, multilateral reform timetables may clash with political realities, creating pressure to
delay or renegotiate conditionality.

Either pathway introduces uncertainty that lenders and markets will monitor closely.
8.5 Governance, Legitimacy and the Political Cost of Conditionality

Suspending fiscal rules until March 2027 buys policy space — but also places the Government under

heightened scrutiny:

° Any perception of misallocation, inequitable distribution, or bureaucratic delay can erode

legitimacy more quickly in a post-disaster period.

] As more than J$53.5B is directed toward recovery and J$24.2B toward JPS grid repairs,
transparency becomes a political necessity, not a technocratic ideal.

Failure to manage expectations could turn reconstruction from a unifying national project into a politically
polarizing landscape, especially if reforms tied to PBLs are seen as externally imposed.

8.6 Strategic Implications
This election-cycle overlay produces three strategic imperatives for Government:

1. Reform pacing must be politically intelligent, not just technically sound.
Front-loading pain and back-loading benefits is a recipe for political resistance.

2. Reconstruction visibility must be maximized.
Citizens need to see the recovery, not just read about commitments.
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3. Conditionality negotiation must incorporate electoral timing.
PBL matrices must be calibrated to Jamaica’s political calendar — a standard practice in Latin
America, but less common in Caribbean lending frameworks.
Recommended Mitigation Strategies

To manage timeline uncertainty, Jamaica should:

1. Negotiate Multi-Tranche PBLs With Early Disbursement Options
Some banks offer Tranche 0 or Advanced Tranche mechanisms requiring minimal prior actions.

2. Request Accelerated Processing Under Disaster or Crisis Windows
Both IDB and World Bank have expedited pathways that bypass certain stages.

3. Engage Board Representatives Early
Political support at the Board level can significantly shorten approval times.

4. Build Domestic Bridging Mechanisms
Use short-term Treasury instruments or bilateral FX support to smooth cashflow until disbursement

5. Strengthen Documentation Teams

Dedicated reform and compliance units in each ministry can reduce the lag between completing
reforms and submitting evidence.

6. Public Communication Strategy

Government should clearly signal that:

®  PBL timing is not fully under domestic control
® Reform steps and financing flows do not always move in sync

This helps manage expectations, reduce misinformation, and maintain credibility.
9. Macro-Stability Considerations

The scale and timing of external financing will shape Jamaica’s macroeconomic trajectory over the next
three years. While the US$6.7-billion multilateral package provides critical liquidity, it also introduces new
macro-stability risks. Inflation remains elevated due to agricultural losses and supply disruptions, fiscal
deficits are widening under suspended fiscal rules, and public investment requirements are rising sharply.
Coordinated monetary-fiscal management will therefore be essential to avoid unintended pro-cyclical
effects.

9.1 Real Exchange Rate Appreciation Risks From Large Multilateral Inflows

With reconstruction support totalling USS$6.7 billion expected over a relatively compressed timeframe,
Jamaica faces a meaningful risk of real exchange rate (RER) appreciation, which could erode export
competitiveness and weaken the tradable sector at a time when economic diversification is critical. While
critical for reconstruction, such inflows create real exchange rate appreciation risks.
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Even if the nominal exchange rate remains stable, elevated domestic inflation—projected at 9.5%—could
produce a real appreciation, reducing the competitiveness of tourism, manufacturing, BPO, and
agro-processing. This phenomenon has been observed in multiple post-disaster recoveries and is consistent
with global research on aid surges and Dutch Disease dynamics in small, open economies.

Additional risks stem from:

L] FX market size and liquidity: Jamaica’s FX market is thin, and even US$200-300M entering the
system abruptly can distort price formation.

] Disbursement clustering: If IDB, World Bank, CAF, CDB, and other financiers disburse within over-
lapping quarters, FX supply could temporarily exceed absorptive capacity.

Conversion needs for budget financing: Reconstruction spending requires substantial JMD liquidity.
Conversions of large FX tranches could introduce upward pressure on the nominal rate.

To mitigate these risks, Government and the BOJ may need to consider:
e Sterilised intervention to absorb excess FX and neutralise liquidity injections.
® Staged and conditional drawdowns to align disbursements with actual project execution.

® Using FX directly for imports (materials, equipment, specialised services) to prevent unnecessary
conversion to JMD.

® Holding unused balances in reserve or escrow, especially for medium-term capital projects.

Appropriate sequencing of disbursements will therefore be as important as the policy sequencing
embedded in PBL conditionality. Failure to manage FX dynamics effectively may undermine competitiveness,
complicate inflation management, and reduce the long-term growth impact of the reconstruction effort.

9.2 Private-Sector Absorptive Capacity & Risks for IFC/IDB Invest Financing

A significant portion of the USS$6.7-billion reconstruction package is expected to come through private-
sector arms of multilaterals such as IFC and IDB Invest. However, Jamaica’s ability to fully utilise these
resources is constrained by absorptive capacity limitations, which may affect both the speed and
composition of disbursements.

Key Absorptive Capacity Constraints
1. Balance Sheet Weakness After Melissa

Many firms—especially SMEs—have suffered revenue losses, asset impairment, and cash-flow deterioration.
This reduces their ability to meet debt-service requirements or provide collateral, limiting the pipeline of
bankable projects.

2. Limited Technical Capacity for Project Preparation

Most Jamaican firms do not maintain the engineering, financial modelling, or ESG compliance teams
required to meet IFC/IDB Invest standards. The discontinuation of the World Bank’s Short-Term Consultant
model may further restrict access to specialised advisory services.
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3. Labour and Construction Bottlenecks

With simultaneous reconstruction across housing, tourism, utilities, and agriculture, Jamaica faces shortages
in skilled labour, architectural services, engineering capacity, heavy equipment, and materials. These bottle-
necks limit the speed at which private projects can be executed — even when financing is available.

4. Banking System Risk Appetite

Commercial banks may adopt more conservative lending practices post-Melissa, especially for sectors with
high physical vulnerability or thin margins. This can inhibit co-financing arrangements that IFC/IDB Invest
require.

5. Potential Crowding Out by Foreign Firms

If local firms cannot meet procurement, compliance, or scale requirements, foreign contractors may
dominate reconstruction, resulting in:

lower domestic value added,
weaker multiplier effects,
slower SME recovery, and

long-term dependency risks.

Implications for Reconstruction

The practical outcome is that IFC and IDB Invest may disburse more slowly than anticipated, weakening the
expected growth and employment impact. Under-absorption also increases the risk that Jamaica fails to
meet private-sector development benchmarks that are often embedded in Policy-Based Loans (PBLs),
triggering cross-conditionality pressure under the informal Washington Consensus coordination mechanism.

10. RECOVERY SCENARIOS (2025-2030)
Optimistic Scenario (40%)

Fast execution, strong coordination
Minimal political friction

Jamaica returns to 2.5% GDP growth by FY2027/28
Inflation falls within BOJ range by mid-2026

Baseline Scenario (45%)

Mixed execution

Intermittent delays in PBL disbursement
Reform fatigue emerges

Growth stabilises at 1-2% post-2027

Adverse Scenario (15%)

Mis-sequenced reforms create pro-cyclical tightening
FX instability due to slow disbursement
Political backlash to reforms

Jamaica faces prolonged stagnation
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Mitigation Options

1. Establish a Reconstruction Project Preparation Facility A pooled advisory mechanism to help firms de-

sign bankable proposals, strengthen financials, and meet ESG and procurement standards.

2. Targeted Credit Guarantees Use partial credit guarantees through DBJ/JAMPRO to lower collateral bar-
riers and unlock private borrowing.

3. Capacity Support for SMEs Sector-specific technical assistance for construction, agriculture, logistics,
and manufacturing to accelerate readiness for IFC/IDB participation.

4. Local Contractor Quotas or Value-Added Requirements To ensure foreign participation does not crowd
out domestic firms.

5. Fast-tracking government approvals Addressing delays in permitting, planning, and environmental re-
view processes to enable quicker project mobilisation.

11. Conclusion: Jamaica’s Path Requires Unusual Discipline

Jamaica must rebuild faster than any country in modern Caribbean history while managing policy-based
lending that could either support or complicate the process. Success depends on three imperatives:

1. Protecting political capital

2. Sequencing reforms intelligently

3. Ensuring conditionality works with—not against—reconstruction

This Intelligence Note blends technocratic analysis with hard political-economy realities, offering a balanced,
authoritative lens appropriate for CBR’s thought-leadership platform.
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