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Understanding the Debt-to-GDP Ratio  
 

A country’s debt to Gross Domestic Product (GDP) ratio is a very useful tool for its stakeholders including investors, its leaders and economists. However, 

this ratio is often very confusing at first for persons unfamiliar with the metric. Expressed as a percentage, the debt-to-GDP is the ratio of a country's debt 

to its GDP or simply, the country’s public debt to its annual economic output.  This ratio allows economists and other stakeholders to make a quick assess-

ment of a country's financial position and its capacity to repay its debt. Intuitively, a high debt-to-GDP is undesirable as a high ratio indicates that a country 

may not generate enough to pay off its debt, while a low ratio means that payment demands are easily met with high economic activity. 

Typically, the movements in either debt, GDP or both lead to an improvement (reduction) or worsening (increase) of a country’s debt to GDP ratio. As-

suming GDP remains constant, when a country increases its borrowing, the numerator (debt) increases and as a result the ratio increases. Take Jamaica, for 

example, its debt to GDP at the end of the fiscal year (FY) 2018/19 was 94.4% calculated with a debt of J$1.94 trillion divided by J$2.05 trillion in GDP. 

Holding the GDP constant at J$2.05 trillion and assuming debt moves to J$2.12 trillion in the 2019/20 period, the country’s debt to GDP ratio at the end of 

the period would have been 103.4%. However, what happens if GDP declines?  If we make a similar assumption that debt is held constant at J$1.94 trillion 

while GDP decreases to J$1.88 trillion, debt to GDP ratio at the end of the period increases to 103.2%. Noteworthy as well, if both debt and GDP increase, 

in a given year, the size of the debt increase must be higher than that of the GDP for the ratio to increase. Similarly, if both debt and GDP were to fall, the 

extent of the GDP fall would have to be greater than the decline in debt for the ratio to increase.  

An important point to keep in mind is that there is a connection between a country's debt accumulation and its economic growth. Countries may increase 

their debt burden to generate economic activity and increase GDP. However, once the debt capacity limits are exceeded and economic activity slows, so 

will the GDP growth of the country as debt creates a drag on growth. As a high level of debt puts economic capital at a disadvantage, many countries are 

transitioning to what they term as a sustainable debt path to minimize debt that has now become unsustainable or mitigate against such a situation. 

Jamaica had taken a course of debt reduction and economic reform, driven by fiscal rules and supported by the two consecutive reform programmes by the 

International Monetary Fund. Consequently, debt to GDP, which stood at over 133% in FY 2013/14 fell to 94.4% at the end of FY 2019/20 and in the gov-

ernment's fiscal policy paper published in February of this year, the debt to GDP was still on a sustainable path towards the goal of 60% by the end of for FY 

2025/26. However, with the onset of the COVID-19 pandemic and with the number of cases worsening for Jamaica’s main trading partners, Jamaica’s GDP 

is projected to see a contraction of up to 10% according to the Bank of Jamaica (BOJ).  With the reduction in economic activity and loss of revenues, from 

taxes for example, debt is likely to increase.  As a result, Jamaica’s debt-to-GDP target of 60.0% was postponed by the government from FY 2025/26 to FY 

2027/28 on this basis. 



Local Equity Market  International Currency Market 

Currency 25-Sep 18-Sep YTD% ∆ YoY% ∆ DoD % ∆ WoW % ∆ 

EUR: USD 1.163 1.184 3.71% 6.27% -0.37% -1.78% 

GBP: USD 1.275 1.290 -3.86% 3.17% -0.02% -1.33% 

USD: CAD 1.339 1.320 3.07% 0.91% 0.20% 1.40% 

USD: JPY 105.590 104.570 -2.78% -2.02% 0.17% 0.98% 

            

Local Foreign Currency Market 

Currency 25-Sep 24-Sep WoW % ∆ YTD% ∆ 18-Sep DoD % ∆ 

USD:JMD 141.98 141.94 -0.55% 7.10% 142.76 0.03% 

GBP:JMD 183.32 183.53 -0.70% 6.8% 184.60 -0.12% 

CAD:JMD 108.02 107.55 -0.41% 7.9% 108.47 0.43% 

Global Interest Rates 

Rates 25-Sep 
WoW ∆ 

bps 

YTD ∆ 

bps 

YoY ∆ 

bps 
18-Sep 

DoD ∆ 

bps 

10 Year US 

Treasury Bond 
0.65% -4.00 -127.00 -109.00 0.69% -2.00 

10 Year UK Gilt 0.19% 1.00 -63.00 -35.00 0.18% -3.00 

GOJ 2025 Global 

Bond 
4.38% 18.00 53.00 42.00 4.20% -1.00 

5 Year US Treas-

ury Bond 
0.26% -2.00 -143.00 -135.00 0.28% -2.00 

5 Year UK Gilt -0.09% 4.00 -69.00 -47.00 -0.13% -2.00 

BEST AND WORST PERFORMERS 

ADVANCERS DECLINERS 

BIL 34.00%   CPFV -12.49%   

PTL 27.82%   BPOW -11.14%   

ISP 25.00%   AMG -10.06%   

        

Week in Review:  Sept 21 - Sept 25, 2020 

Upcoming Week:  Sept 28 - Oct 2, 2020 

Jamaica's debt to GDP ratio, which stood at 133.09% in FY 2013/14 declined to reach 94.4% at the end of FY 2018/19. Additionally, in February 2020 the 

government had projected Jamaica’s debt to stand at J$1.97 trillion at the end of FY 2019/20. From this, debt to GDP ratio of 92.63% was estimated based 

on the GDP outturn of J$2.13 trillion by the Statistical Institute of Jamaica. At the same time, and prior to the global pandemic, the government had also 

projected that the ratio would have decreased to 87.17% in FY 2020/21 which was in line with the sustainable debt path.  However, if we assume that Jamai-

ca’s GDP contracts by 8.5% (mid-point of BOJ’s last estimate) in FY 2020/21, even when holding debt constant, Jamaica’s debt-to-GDP is projected to be 

101.92%. 

If Jamaica is unable to “reopen its economy” to generate adequate business activity the government will likely need to borrow to provide social support to 

the thousands currently out of employment as well as undertake further spending to boost its health care capacity. Considering this, we hypothetically ap-

plied a 5% increase in the debt level projected for FY 2020/21 in the fiscal paper, by the government in February 2020. When this adjustment is made along 

with an 8.5% contraction in GDP, the debt-to-GDP ratio is projected to climb to 107.02% at the end of FY 2020/21. 

Jamaica entered 2020 in a relatively strong position on the back of a well-crafted economic reform program, with fiscal buffers and organically grown Net 

International Reserves of over US$3.0 billion.  These have been used to good effect to cushion the effects of the pandemic including implementing health 

care measures, which helped to slow the spread of the virus in the early stages. Notwithstanding, Jamaica’s economy has deteriorated significantly and to 

prevent a further fallout from the pandemic, continued support will be needed to boost its health care capacity as well as provide for the vulnerable amid 

the expected high unemployment. 

Global Equity Indices 

Index 31-Dec 18-Sep 25-Sep 
WoW % 

∆ 

YTD% 

∆ 
YoY% ∆ 

S&P 500 
      
3,230.65  

      
3,319.47  

      
3,298.46  -0.63% 2.10% 10.51% 

Euro Stoxx 50 
      
3,745.15  

      
3,283.69  

      
3,137.06  -4.47% -16.24% -10.70% 

MXWD  Index  
         
565.24  

         
567.02  

         
555.33  -2.06% -1.75% 6.41% 

JSE Main Market   

Index 

  
509,916.44  

  
368,392.30  

  
372,604.36  1.14% -26.93% -26.98% 

JSE Junior Market 

Index 

      
3,348.97  

      
2,497.10  

      
2,539.17  1.68% -24.18% -25.54% 

JSE Combined Index 
  
505,253.98  

  
365,814.95  

  
370,142.40  1.18% -26.74% -26.88% 

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

44 stocks of which 23 advanced, 17 declined and 4 traded firm. Market volume 

(excluding preference shares) amounted to 85,286,573 units valued at over 

$1,675,805,451. JSE Junior Market activity (excluding preference shares) result-

ed from trading in 39 stocks of which 19 advanced, 16 declined and 4 traded 

firm. Market volume (excluding preference shares) amounted to 16,570,943 

units valued at over $33,285,943. 

*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.  

Contact  us  

Kingston & St. Andrew  Mandeville  

Paul Penn – 876-564-8276 pennp@jngroup.com  Horace Walters – 876-487-9267 waltersh@jngroup.com  
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