




































ECSRC – K 

Appendix 2 – Legal Proceedings 

 

There is a pending legal claim against the ECHMB for which the likelihood of settlement 

appears remote.  

 

Claim No. GDAHCV2021/0111 BETWEEN: CLICO INTERNATIONAL LIFE 

INSURANCE LIMITED (under Judicial Management) (claimant) v EASTERN 

CARIBBEAN HOME MORTGAGE BANK (defendant). The Claimant filed the claim in 

the Supreme Court in Grenada against the defendant on March 29, 2021 and seeks inter 

alia: 

 

a) a declaration that the Claimant is entitled to deal with and sell the 20,000 Class 

F Shares owned by the Claimant in the Defendant for such sum and under such 

terms as the Claimant might think fit; and 

 

b) the sum of $1,550,000 which the Claimant alleges is due and owing to it by the 

dividends on 20,000 Class F Shares numbered 074563 to 094562, for the 

financial years 2011, 2012, 2013, 2014, 2015, 2016, 2017, 2018 and 2019 

together with interest. 



Risk Management

ECHMB Capital’s business model encompasses the issuance of financial instruments on 
the Eastern Caribbean Securities Market (“ECSM”) and investment of the proceeds in fixed 
income instruments, equities and mortgage-backed securities (“MBS”). As a consequence of 
ECHMB Capital activities, the Bank is exposed to a number of opportunities and risks which 
may accelerate or hinder the successful implementation of its objective. The ECHMB Capital’s 
Enterprise Risk Management Framework (“ERM”) provides a comprehensive structure for the 
proper identification and management of material opportunities and risks faced by the Bank.

To ensure the comprehensive identification and prioritization of all material risks, the Bank 
assesses its risks from two perspectives, ‘top-down’ and ‘bottom-up’.

Appendix 3 - Managing ECHMB Capital Risk 2022 



ECHMB Capital’s Risk
Management Framework
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Development of 3- year Strategic plan and annual budget

Institution of a target Weighted Average Cost of Capital

Institution of a maximum Debt-to- Equity Ratio

Setting of top-down risk appetite and policy statement

Establishment of concentration risk limits
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Risk Measurement

Risk Monitoring
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The framework also provides guidelines for effective communication and stipulates a 
distinction between:

ECHMB Capital is committed to ensuring that effective risk management plays a central role 
in all its activities and is a core management competency. Compliance with this policy is 
essential in ensuring the continued integration of risk into the culture and values of the 
Bank.

Those who establish risk policy, processes (i.e., assessment) and methodologies (i.e., 
monitoring and reporting);

Those involved in taking and managing risks; and

Those who provide assurance that all significant risks are appropriately identified, 
assessed, managed, monitored and reported.

(i)

(ii)

(iii)



The Top nine (9) Risks Faced by 
ECHMB Capital In FY 2022

BalanceSheet

RegulatoryAccounting & Compliance

Liquidity

Credit

Market

Reputation

Operation

Cyber

Strategic

Managing Risk Strategically
Despite the tough and unprecedented operating environment in FY 2022, ECHMB Capital has 
successfully managed its major risks.

Overall, ECHMB Capital’s internal control, balance sheet and risk management 
position continue to be  sufficiently robust to enable the Bank to identify and mitigate 
emerging and current risks.

ECHMB Capital



Credit Risk
Credit risk is the most significant 
measurable risk faced by ECHMB Capital. 
It is the risk of loss arising out of the 
failure of obligors to meet their financial 
or contractual obligations when due. 
COVID-19 resulted in an unprecedented 
shock in economic activity regionally and 
internationally, which in turn contributed 
to elevated credit risk in global markets.

Management’s Response
• Strengthen the Bank’s corporate 

governance structure with the 
appointment of Assets and Liabilities 
and Investment Committees

• Updated the Bank’s consolidated 
policies

• Recruited a Risk and Compliance 
Officer

• Expanded the Investment Department 
to enable ongoing risk monitoring at the 
individual counterparty and portfolio 
level.

• Increased diversification of the 
investment portfolio

• Acquisition of Bloomberg terminals

Strategic Risk
Strategic risk is the risk that failed 
business decisions may pose to the Bank.

Management’s Response
• Prepared a 3-year strategic plan as well

as an annual (i) business plan; (ii) work
plan; (iii) operating budget; and (iv)
balance scorecard.

• On a monthly basis, submit to the
Board of Directors management
accounts with explanations of
significant variances from the strategic
and annual business plans annual .

Operational Risk

Operational risk is inherent within the 
activities of any institution. It results 
from inadequacy or failure attributable 
to processes, people, systems or external 
events. Accordingly, we identified risks 
that are likely to affect our operations in 
the short to medium term to empower 
conscious risk-taking. These risks are
intricately linked to the Bank’s strategy.

Management’s Response
• Renovated the Bank’s plant to ensure

COVID-19 compliance
• Most payments were made via

Electronic Fund Transfers
• Encouraged staff to be vaccinated



Liquidity Risk

Liquidity risk is the combined risks of 
loss to earnings or capital that arises 
from ECHMB Capital’s inability, albeit 
temporarily, to meet its financial 
obligations as they fall due (funding
liquidity risk), and that the liquidity in 
financial markets, such as the market for 
debt securities has reduced significantly 
(market liquidity risk).

Management’s Response
• The Bank maintains cash buffers with

indigenous commercial banks
• The Bank has negotiated favourable

credit lines with international banks
• A significant part of the investment

portfolio is traded on an active market
and hence, can be easily liquidated to
meet any liquidity crunch.

Market Risk
Market risks are defined as the risk of 
loss in the market value of financial asset 
positions due to variations in exchange 
rates, interest rates, credit spreads, and 
equity prices. ECHMB Capital is exposed 
to market risks primarily through the 
interest rate sensitivity, changes in credit 
spreads, and equity price movements of
its marked-to-market investment assets.

Management’s Response
• The Bank has appointed an Investment

Committee.
• ECHMB Capital will apply a laddering

strategy at all times to help smooth out
the effects of interest rate fluctuations.

• The Bank continues to diversify its
investment portfolio in terms of
jurisdiction, instrument types, and
currency exposure.

• ECHMB Capital minimizes the variations
in earnings, capital and cash flow
arising from the impact of exchange
rate movements by transacting only in
ECdenominated or US-denominated
instruments.

• The Bank has expanded its Investment
Department and has recruited a Risk
and Compliance Officer.

• The Bank has increased the number of
external advisors

Balance Sheet Risk
The Bank acknowledges that all the above 
risks can have a material impact on its 
balance sheet and performance. The Bank 
regards it as desirable to hold sufficient 
reserves to absorb potential losses.

Management’s Response
The Bank has established the following 
operating limits:-

• Achieve a target Net Profit for the year
of a minimum of 20.0% of interest
income.

• Operate with a non-interest /total
expenses ratio of less than 45.0%

• Achieve a rate of return of at least 1.4%
on total assets

• Ensure debt capital never exceed 8.0:1
times of shareholders’ equity

ECHMB Capital



Cyber Risk

Cybersecurity risk is the possibility of 
exposure of loss resulting from cyber-
attacks or data breach on the Bank.

Management’s Response
• Banks ensures its firewalls are up to

date and fully functioning

• The Bank undertakes an Information
technology audit at five (5) year
intervals.

• Continued staff awareness on potential
cyber-attack threats

• Monthly changing of passwords

Regulatory, Accounting and 
Compliance
As a regional institution, it is imperative 
that ECHMB Capital is in compliance with 
applicable laws, accounting standards and 
other regulations.

Management’s Response
• Banks ensures its firewalls are up to

date and fully functioning

• The Bank undertakes an Information
technology audit at five (5) year
intervals.

• Continued staff awareness on potential
cyber-attack threats

• Monthly changing of passwords

Reputational Risk
Reputation Risk is the potential loss to 
financial capital, social capital and /
or market share resulting from damage 
to the Bank’s reputation. It is often 
measured in loss revenue,  increased
operating expenses, capital or regulatory 
costs or destruction of shareholders’ 
value

Management’s Response
• Monitoring ECHMB Capital’s reputation,

proactively addressing matters that
may cause reputational damage and
using the feedback from external
stakeholders to gain insights or receive
early warning signals of potential
concerns;

• Avoiding activities that may cause
reputational damage to ECHMB Capital
including activities that may have a
negative environmental or social
impact.
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5-Year Statistical Review  
   

 
2022 2021 2020 2019 2018 

 
  $     $     $     $     $   

Interest Income       17,876,613      16,106,192      13,525,456        12,313,216  11,480,370  

Interest Expense       9,890,467      7,468,564      5,477,981         4,637,522    3,962,620  

Net Interest Income        7,986,146  8,637,628       8,047,475     7,675,694   7,517,750  

Other income       2,700,683      15,123,043         5,117,790            949,693        228,173  

Other Expenses        3,095,136        6,745,775        4,032,713        3,315,459     3,530,088  

Net Profit for the Year        7,591,693      17,014,896        9,132,552        5,309,928       4,215,835  
    

    

Total Assets    517,742,565    461,927,985    350,137,718   265,802,954   61,901,801  

Total Liabilities   458,033,996   392,727,223   287,674,736   206,630,675  200,543,931  

Shareholders' Equity     59,708,569     69,200,762    62,462,982   59,172,279   61,357,870  
    

    

Earnings per share                28.25                63.31              33.98                 19.76            15.69  

Book Value per share              222.17              257.49             232.42              220.18         228.31  

Net Interest Income 44.67% 53.63% 59.50% 62.39% 65.48% 

Efficiency Ratio 15.04% 21.60% 21.63% 25.00% 30.15% 

Return on Assets 1.47% 3.68% 2.61% 2.00% 1.61% 

Interest Cover                   1.77                  3.28                  2.67                   2.14           2.06  

Debt-to-Equity Ratio  7.40:1   5.29:1    4.30:1     3.48:1     3.27:1   

  

  

 

2022 2021 2020 2019 2018

$517.74 
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$265.80 $261.90 

Assets Under Management
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Economic Environment FY 2022 
 

In its delayed World Economic Outlook report, 
published Tuesday 22 February 2022, the 
International Monetary Fund (“IMF”) said it 
expects global gross domestic product (“GDP”) 
to weaken from 5.9% in 2021 to 4.4% in 2022. 
The lower GDP was projected due to the lag in 
returning to normalcy on account of new 
variants of Covid-19. Further, geopolitical 
tensions associated with Russia’s invasion of 
Ukraine have exacerbated supply chain 
disruptions, spurring persistent increases in 
commodities price. Also contributing to 
uncertainty is the “hawkish policy” employed by 
the Federal Reserve System (“The FED”) to 
combat the rising inflation; the FED proposes to 
persist with aforesaid policy on the proviso 
inflation remains at unacceptable levels. The 
tripartite PEST factors of: - (a) lower GDP on 
account of Covid-19; (b) geopolitical risks with 
knock on effects on commodity prices; and (c) 
the FED’s hawkish policies, have resulted in 
elevated volatility in capital markets.  
 

A perusal of the economic conditions reported in 
Q2 of FY 2022, would suggest that the capital 
markets had transitioned from the “bullish 
market” of FY 2021. 
 

Impact of the Economic Environment on 
ECHMB Capital Investment Strategy FY 
2022 
 

Based on ECHMB Capital’s business model, 
approximately 91.0% of the Bank’s Assets Under 
Management (“AUM”) are traded on 
international capital markets. Given ECHMB 
Capital’s full adoption of International Financial 
Reporting Standards (“IFRS”), it is probable 
that the Bank’s financial outturn will reflect the 
ebbs and flows of capital markets. The chart 
below illustrates how ECHMB Capital’s financial 
outturn in FY 2022 mirrored the volatility of the 
aforementioned. 
 
 
 

Q1 of FY 2022 reflected the stability and buoyance 

experience in Q3 and Q4 of FY 2021. However, 

significant volatility was reported during the latter 

part of Q2 of FY 2022 and attributed to the 

convergence of the aforementioned PEST factors. 

Given the prevailing market conditions, there were 

three (3) strategic changes to the Bank’s assets 

allocation in FY 2022. In the first instance, the Bank 

held increased sums in Cash and Cash Equivalents 

(“CCE”) which grew from $35.53M in FY 2021 to 

$55.14M in FY 2022. This strategy had dual 

purposes: - (a) to hedge against probable mark-to-

market diminution on the fixed income portfolio on 

account of interest rate hikes; and (b) to reduce 

impairment losses on the fixed income portfolio in 

Q4 as there is no expected credit loss on CCE. 

Secondly, the Bank increased its allocation to equity 

from 5.0% in FY 2021 to 14.0% in FY 2022. This was 

part of the Bank’s diversification strategy and 

hence, ensured compliance with the Investment 

Policy Statement. Thirdly, a significant risk 

mitigant in FY 2022 was the reduction in the 

duration of the fixed income portfolio. This also 

served to insulate the fixed income portfolio from 

mark-to-market diminution ex post interest rate 

hikes. 

Assets Under Management (“AUM”) 
 

AUM increased by $55.81M (12.08%) from 
$461.93M in FY 2021 to $517.74M in FY 2022. It is 
to be noted that on account of the FED’s policy of 
hiking interest rates, the Bank recorded a Fair Value 
Reserve (“FVR”) diminution of $26.82M on fixed 
income securities in FY 2022; increasing the total 
FVR losses to $38.23M at 31st March 2022.  It is to 
be noted that the FVR is an unrealized mark-to-
market adjustment and crystallization of losses in 
the Statement of Comprehensive Income is 
contingent on disposal. On the assumption that 
ECHMB Capital recorded its fixed income portfolio 
at “Amortized Costs” as opposed to “Fair Value 
Through Other Comprehensive Income,” the actual 
growth in AUM would translate to $75.05M 
(15.98%). 
 

 

 

$1.55 

$0.94 

$1.89 

$0.63 
$0.66 

$(1.45)

$4.63 

$(1.89)

$1.93 

$(3.11)

$(1.13)

$2.94 

Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22

Net profit -Twelve (12) Months FY 2022
(expressed in $'000)
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The Bank’s net Investment Securities increased 
by $15.75M (4.07%) from $386.88M in FY 2021 
to $402.63M in FY 2022 and accounted for 
77.77% of AUM. As it relates to other income 
earnings assets, Mortgage Loans Facilities 
(“MLF”) declined by $4.26M (12.46%) from 
$34.19M in FY 2021 to $29.93M in FY 2022 and 
principally attributed to the $2.36M 
repurchased by Primary Lenders. The Bank’s 
principal earnings assets (Investments 
Securities and Mortgage Loans Facilities) 
increased by $11.49M (2.73%) from $421.07M 
in FY 2021 to $432.56M in FY 2022. 
 

Given the FED’s hawkish policy of increasing 
interest rates, the amount of $55.13M or 10.65% 
of AUM was held in CCE pending acquisition of 
investment grade fixed income instruments. The 
coupon rate on the asset class varied from 0.0% 
to 4.5%.  
 

Interest Income 
 

Interest Income increased by $1.77M (10.99%) 
from $16.11M in FY 2021 to $17.88M in FY 
2022. However, due to the change in the asset 
allocation in FY 2022 to mitigate operating risks 
and the decline in the more profitable MLF, the 
yield on AUM declined from 3.49% in FY 2021 
to 3.45% in FY 2022. The growth in Interest 
Income is therefore attributed exclusively to the 
2.73% increase in AUM.  
 
 

 

3.45% 3.49%

3.86%

4.63%

4.38%

2022 2021 2020 2019 2018

Yield on Assets Under Management

Other Income declined by $12.42M (82.14%) 
from $15.12M in FY 2021 to $2.70M  in FY 2022. 
This was attributed to the $5.77M (43.22%) 
decline on Gain on Disposal of Financial Assets at 
FVOCI and $5.50M reported on Unrealised Loss 
on FVTPL Financial Assets.  
 
 

 

 

2022 2021 2020 2019 2018

$17.88 $16.11 $13.53 $12.31 $11.48 

$2.70 

$15.12 

$5.12 

$0.95 
$0.23 

Trends in  Total Income 2018-2022

Interest Income Other Income

Interest Expense 
 

ECHMB Capital continued to roll-out its 
growth strategy in FY 2022. The Bank’s growth 
strategy is financed by Borrowings and 
Shareholders’ Equity. To increase the 
attractiveness of the Bank’s Borrowings, the 
pricing of the instruments remained fixed. 
Borrowings increased by $75.93M (20.76%) 
from $365.73M in FY 2021 to $441.66M in FY 
2022. 
 

Other funding initiatives included the issuance 
of Preference Shares totaling $13.76M and 
Retained Earnings of $3.56M. Due to the 
strategy of offering fixed coupon instruments, 
the Bank’s weighted average costs of debt was 
maintained at 2.51%.  
 

Interest Expense increased by $2.42M 
(32.40%) from $7.47M in FY 2021 to $9.89M in 
FY 2022. The increase in Interest Expense was 
therefore attributed to the 20.76% growth in 
Borrowings. 
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Net Interest Income 
 

The Bank’s investment strategy for FY 2022 had 
the following downsides. In the first instance, the 
placement of increased amounts in CCE and 
growth in the equity portfolio resulted in higher 
non-interest earning assts and hence, increased 
“cash drag”. Secondly, in a bid to reduce the 
duration of the fixed income portfolio, the Bank 
acquired instruments with shorter tenures at 
lower coupons. Further, the change in the 
composition of AUM on account of the declining 
MLF and increases in investment have contributed 
to declining yields. As a result, Net Interest Income 
(“NII”) or the difference between Interest Income 
($17.88M) and Interest Expenses ($9.89M) was 
reported at $7.99M (44.67%) compared to 53.63% 
in FY 2021. 
 

Expenses 
 

Total Expenses (interest and operating expenses) 
in FY 2022 declined by $1.23M (8.65%) from 
$14.22M in FY 2022 to $12.99M. This was mainly 
attributed to the $1.65M reduction in Net 
Impairment Losses on Financial Assets and 
reduction in General and Administrative Expenses 
from $3.94M in FY 2021 to $3.57M in FY 2022.  
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Interest Expense Expenses

Notwithstanding growth in the Bank’s operations 
over the period FY 2018 to FY 2022, Total Expenses 
as a percentage of AUM have declined. 
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The Bank’s Efficiency Ratio was reported at 
15.04% in FY 2022, the lowest in the last five 
years of operations. An Efficiency Ratio of less 
than 50.0% is considered excellent in the 
financial industry. 
 
Net Profit 
 

Net profit for the year was reported at $7.59M 
representing a decline of $9.42M (55.38%), a 
creditable outturn given the volatile financial 
conditions of FY 2022. Return on Assets was 
reported at 1.47% and represents the upper tier 
of financial institutions domiciled in the 
Eastern Caribbean Currency Union. The Bank 
continued to report a satisfactory Interest Cover 
in FY 2022 at 1.77%.  
 

Earnings-Per-Share was reported at $28.25 and 
lower that the $63.31 reported in FY 2021. 
 
Statement of Financial Position 
 

In FY 2022, ECHMB Capital continued its quest 
of building a “fortress” Statement of Financial 
Position, the objective of which is to ensure the 
Bank has sufficient capital to successfully 
navigate headwinds. The Bank’s resilience was 
tested in FY 2022 as the FED continued to 
implement hawkish policies to curb inflation. 
Notwithstanding the $38.23M loss on Fair Value 
Reserve, Shareholders’ Equity was reported at 
$59.71M with the Debt-to-Equity Ratio reported 
at 7.40:1 and within the 8.0:1 stipulated by the 
Board of Directors.   
 

Book Value Per Share, although declining from a 
high of $257.49 in FY 2021 was reported at 
$222.17 and significantly higher than the 
$100.00 and $160.00 acquisition costs per 
share. Most importantly CCE was reported at 
$55.14M which will enable the Bank to meet all 
obligations to Borrowers, plus resume 
acquisition of investment grade financial 
instruments when conditions become favorable.  
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Equally important is the fact that the Bank is void 
of material contingent liabilities and/or off-
balance sheet transactions. 
 

Outlook FY 2023 
 

Inflation continues to be the headline concern for 
much of the world, and the conversations are 
beginning to shift from whether there will be a 
recession, to when the recession will occur. The 
consensus however appears to be that the global 
economy will manage to avoid a true recession in 
fiscal 2022.  
 

Whilst the current inflation also reflects tight 
labour markets and commodity price shocks, we 
are beginning to see normalisation of the heavily 
discussed supply chain issues, suggesting that 
consumer goods inflation could subside in FY 
2023. This is expected to assist with the 
projected, albeit slow, global economic growth 
and recovery. 
 

Given that this high market volatility is 

anticipated to continue for the balance of the 

year, ECHMB Capital intends to remain 

conservative with its investment portfolio to 

maintain its pledged stability to the ECCU. 
 



 
Appendix 5 - Liquidity Risk Management 2022 

 
Liquidity risk represents the possibility that ECHMB Capital (“The Bank”) may not be 
able to gather sufficient cash resources when required and under reasonable conditions, 
to meet its financial obligations to debtholders and suppliers. The Bank’s overall liquidity 
risk is managed by the Chief Financial Officer with oversight from the Board of Directors, 
in accordance with the Bank’s Investment Policy Statement (the “Policy”). The main 
purpose of this Policy is to ensure that the Bank has sufficient cash resources to meet its 
current and future financial obligations, under both normal and stressed conditions. 
Liquidity risk may be subdivided into two categories: - 
 

1. Trading Liquidity Risk 
2. Funding Liquidity Risk 

 

Trading Liquidity Risk 
 
Trading Liquidity risk is the risk that an asset or investment cannot be sold within a 
reasonable amount of time at a fair price. The Bank manages this liquidity risk through 
maintaining a cash buffer at the Eastern Caribbean Central Bank, a credit line facility with 
Raymond James and holding international investments that are fairly liquid and can be 
easily traded. A cashflow forecast is prepared annually and reviewed monthly to keep 
abreast of the anticipated inflows and outflows. The bank has also established a policy 
(Liquidity and Funding Policy Statement) in the event of a liquidity crisis. 
 

Funding Liquidity Risk 
 
Funding Liquidity risk is the risk that creditors either withdraw credit or change the terms 
on which it is granted. Funding liquidity can be put at risk because the borrower’s credit 
quality is, or at least perceived to be, deteriorating, but also because financial conditions 
on a whole are deteriorating. ECHMB’s funding relates mainly to issuance of debt 
instruments on the Eastern Caribbean Securities Market and Shareholders’ Equity. Debt 
instruments continue to be the Bank’s principal source of funds and accounted for 88.17% 
of total capital in FY 2022. 
 

This liquidity risk is managed through the diversification of debtholders and maintaining 
a high creditworthiness as reflected by our investment grade credit rating. Although not 
a statutory requirement, the ECHMB has also imposed an internal Debt-to-Equity Ratio 
limit of 8.0:1 to manage its funding. Management’s objective is to maintain an adequate 
level of capital, in line with the Bank’s risk appetite, to support the Bank’s activities while 
producing an acceptable return for shareholders. During the 2022 financial year, the 
Bank reported a Debt-to‑Equity Ratio of 7.40:1.  

 




