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Demystifying the Changes in Local Gas Prices  
Oil may be considered the lifeblood of industrialized nations and has become the most important source of energy since the mid

-1950s.  In Jamaica, oil and its by-products underpin much of the country’s productivity, as it is the main source of energy for the 

manufacturing sector and providing fuel for ground and air transportation. Consequently, fluctuations in oil prices on the world 

markets get a lot of focus locally and the price of oil ultimately plays an integral role in the propensity to spend, both on a micro 

and macro level.  

Petrojam, Jamaica’s only petroleum refinery, supplies a full range of domestic, transportation and industrial petroleum products 

to the Jamaican market and is 100% owned by the Government of Jamaica. The company uses the principle of import parity to 

determine its ex-refinery prices and the product prices published by the company are independent of Petrojam’s production 

costs. According to the company, it must be noted that petroleum products are supplied to its customers locally, not crude oil 

and very often the failure to distinguish the two is a 

source of misinterpretation.  

There are several grades of crude oil available on the 

world market including the popular West Texas Interme-

diate (WTI). The movement in the price of the WTI is 

very transparent and watched closely by many people.  

However, the US Gulf Coast (USGC) price is an appro-

priate pricing reference for petroleum products for sev-

eral reasons including transparency and liquidity of the 

market. Notwithstanding, the movement in the WTI 

gives some indication of the USGC movements as shown in the graph above. As depicted, there is a strong positive correlation 

between the WTI and the USGC, with a correlation coefficient of 0.94.  

Jamaica currently imports crude oil primarily from Trinidad, Mexico and Venezuela with the cost denominated in US Dollars. In 

addition to the cost for the product, other charges in-

cluding freight, ocean losses, terminal fees are also in-

curred, plus the acquisition differential. The acquisition 

differential is the difference between the supplier's selling 

price and the USGC reference price, to which Jamaica’s 

petroleum products are indexed. These costs combined 

are then included in the pricing formula to produce the 

ex-refinery price. The Special Consumption Tax (SCT) is 

then levied on the ex-refinery price per litre in the form 

of a special tax of approximately J$37.50 for gasoline 87 

for example and an ad valorem tax of 10% on the total to generate the final price for its gasoline and diesel products.  

Critically, Petrojam’s pricing mechanism includes “a cap” and “a floor” whereby the final price of its products are not allowed to 

rise or fall by an amount exceeding J$3.00, in a given week.  This mechanism is used to stabilize the market and isolate the local 

market from rapid movement in oil prices.  For example, at the start of April when oil prices plummeted to negative territory, 

the USGC reference price decline by almost 74%. Notwithstanding the steep decline in the USGC, the final price of Gasoline in 

the week ended April 2, 2020, only saw a decline of approximately 6% when compared to the last week in December 2019.  

While we acknowledge that a depreciating Jamaican Dollar (JMD) could have erased some of the benefits of a reduction in prices, 

the currency only marginally depreciated over the period and therefore would not fully explain the movements in the final price.  

 



Local Equity Market  International Currency Market 

Currency 9-Oct 2-Oct YTD% ∆ YoY% ∆ DoD % ∆ WoW % ∆ 

EUR: USD 1.182 1.172 5.44% 7.77% 0.54% 0.91% 

GBP: USD 1.304 1.290 -1.63% 6.84% 0.80% 0.82% 

USD: CAD 1.313 1.330 1.06% -1.54% -0.52% -1.35% 

USD: JPY 105.620 105.290 -2.75% -1.73% -0.39% 0.31% 

            

Local Foreign Currency Market 

Currency 9-Oct 8-Oct WoW % ∆ YTD% ∆ 2-Oct DoD % ∆ 

USD:JMD 147.16 145.72 2.23% 11.01% 143.96 0.99% 

GBP:JMD 189.70 189.51 1.68% 10.5% 186.57 0.10% 

CAD:JMD 113.39 112.00 3.99% 13.2% 109.04 1.24% 

Global Interest Rates 

Rates 9-Oct 
WoW ∆ 

bps 

YTD ∆ 

bps 

YoY ∆ 

bps 
2-Oct 

DoD ∆ 

bps 

10 Year US 

Treasury Bond 
0.77% 7.00 -115.00 -81.00 0.70% -2.00 

10 Year UK Gilt 0.28% 3.00 -54.00 -18.00 0.25% -1.00 

GOJ 2025 Global 

Bond 
4.17% -11.00 32.00 12.00 4.28% 0.00 

5 Year US Treas-

ury Bond 
0.33% 4.00 -136.00 -107.00 0.29% -1.00 

5 Year UK Gilt -0.03% 3.00 -63.00 -29.00 -0.06% 0.00 

BEST AND WORST PERFORMERS 

ADVANCERS DECLINERS 

PURITY 31.25%   KEX -18.26%   

SOS 16.18%   FOSRICH -16.15%   

CBNY 15.38%   EPLY -15.91%   

        

Week in Review:  Oct 5 - Oct 9, 2020 

Upcoming Week:  Oct 13 - Oct 16, 2020 

While the pricing mechanism prevents wide swings in petro-

leum prices on a weekly basis, over time if price movements 

are persistently leaning to any one direction, the prices pub-

lished by Petrojam are expected to gradually adjust.  Take 

this year for example, up to the week ended September 24, 

2020, the price of Gasoline 87 has seen about an 11% in-

crease while the USGC has declined by approximately 27%. 

Therefore, once oil prices remain low, we could expect to 

see the benefits of the decline in oil prices.  However, this is 

likely to be offset by a depreciating Jamaican Dollar given the 

reduction of foreign exchange flows due to coronavirus pan-

demic. 

Global Equity Indices 

Index 31-Dec 2-Oct 9-Oct 
WoW % 

∆ 

YTD% 

∆ 
YoY% ∆ 

S&P 500 
      
3,230.65  

      
3,348.44  

      
3,472.03  3.69% 7.47% 18.93% 

Euro Stoxx 50 
      
3,745.15  

      
3,190.93  

      
3,273.12  2.58% -12.60% -5.46% 

MXWD  Index  
         
565.24  

         
564.11  

         
584.60  3.63% 3.43% 14.36% 

JSE Main Market   

Index 

  
509,916.44  

  
368,099.75  

  
371,394.93  0.90% -27.17% -26.83% 

JSE Junior Market 

Index 

      
3,348.97  

      
2,567.42  

      
2,502.49  -2.53% -25.28% -26.35% 

JSE Combined Index 
  
505,253.98  

  
366,291.17  

  
368,633.23  0.64% -27.04% -26.80% 

JSE Main Market activity (excluding preference shares) resulted from trading in 

44 stocks of which 20 advanced, 21 declined and 3 traded firm. Market volume 

(excluding preference shares) amounted to 55,053,954 units valued at over 

$358,164,308. JSE Junior Market activity (excluding preference shares) resulted 

from trading in 40 stocks of which 15 advanced, 22 declined and 3 traded firm. 

Market volume (excluding preference shares) amounted to 34,301,200 units 

valued at over $86,957,428. 

*Using Midday Rates 
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Managed by  

With a suite of six investment portfolios, each with a distinct financial profile, JN Mutual Funds offers a premium opportunity for investors 

to align their personal financial strategy with their goals, time horizons and risk profile.  
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