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Financial Highlights

Total Shareholders’ Net Profit
Assets Equity for the Year
$244.17M $59.16M $3.06M

Dividend Book Value
Per Share Per Share
$7.50 $220.12




Focused Priorities

To be the premier vehicle for developing the financial sector
and mortgage industry within the Member States, in a socially
responsible manner, and strive to become the employer of
choice while ensuring safety and above market returns for the
providers of capital.



“Most of us understand that innovation
iIs enormously important. It’s the only
insurance against irrelevance. It’s the
only guarantee of long-term customer
loyalty. It’s the only strategy for
out-performing a dismal economy.”

Gary Hamel

The Eastern Caribbean Home Mortgage Bank is
evolving to the ECHMB Capital with the remit to
fill the gaps in the money and capital market and
the mortgage industry in the Eastern Caribbean

Currency Union.
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5-Year Statistical Review

ECHMB ANNUAL REPORT 2017

www.echmb.com | 5

2013 2014 2015 2016 2017
Profit and Loss Account $ $ $ $ $
Interest Income 24,435,979 20,690,064 15,461,145 12,423,570 11,141,929
Interest Expense 13,821,535 12,121,614 8,570,266 6,523,972 4,790,392
Net Interest Income 10,614,444 8,568,450 6,890,879 5,899,598 6,351,537
Other Expenses 4,870,978 4,247,457 3,465,728 3,435,395 3,460,712
Net Profit for the Year 5,758,686 4,361,985 3,458,819 2,504,642 3,059,667
Balance Sheet
Total Assets 329,695,795 328,017,043 257,814,842 247,817,342 244,172,894
Total Liabilities 274,517,039 271,163,792 200,190,262 189,703,738 185,015,241
Shareholders’ Equity 55,178,756 56,853,251 57,624,580 58,113,604 59,157,653
Key Financial Statistics
Earnings per share 21.43 16.23 12.87 9.32 11.38
Book Value per share 205.32 211.55 21442 216.24 220.12
Net Interest Income 43.41% 41.42% 44.57% 47.50% 57.0%
Efficiency Ratio 19.93% 20.53% 22.42% 27.65% 31.06%
Return on Assets 1.75% 1.33% 1.34% 1.01% 1.25%
Interest Cover 1.42 1.36 1.40 1.38 1.64
Debt-to-Equity Ratio 4.95:1 4.74:1 3.47:1 3.26:1 3.12:1
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EARNINGS PER SHARE

$21.43

2013 2014 2015 2016 2017

BOOK VALUE PER SHARE

$220.12

$216.24
$214.42

$211.55

$205.89

2013 2014 2015 2016 2017
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NET INTEREST INCOME PERCENTAGE

57.00%

44.57% 47.50%

0
43.41% 41.42%

2013 2014 2015 2016 2017

Earnings Per Share (EPS)

Is the portion of ECHMB's Net Profit for the Year
allocated to each outstanding unit of Share Capital.
EPS serves as an indicator of ECHMB’s profitability.

Net Interest Income Percentage
Is the difference between the Interest Income that is
generated from the Bank’s assets and Interest Expense.

Book Value Per Share

Is a measure used by ECHMB’'s shareholders to
determine the level of safety associated with each
individual share after all debts are paid accordingly.
Should the Bank decide to dissolve, the Book Value
Per Share indicates the dollar value remaining for
shareholders after all assets are liquidated and all
creditors are paid.



EFFICIENCY RATIO

31.06%

27.65%

22.42%
19.93% 20.53%

2013 2014 2015 2016 2017

INTEREST COVER

1.64%

1.42% 1.36% 1.40% 1.38%

2013 2014 2015 2016 2017
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RETURN ON ASSETS

1.75%

1.33% 1.34%
1.25%
1.01%

2013 2014 2015 2016 2017

Efficiency Ratio

Measures the Bank’s ability to turn resources into
revenue. The lower the ratio, the better (50% is
generally regarded as the maximum optimal ratio).
An increase in the Efficiency Ratio indicates either
increasing costs or decreasing revenues.

Return on Assets (ROA)

Isanindicator of how profitable ECHMBis relative to its
Total Assets. ROA gives an idea as to how efficient the
Bank’s Management is at using its assets to generate
earnings.

Interest Cover

Is a measure of the adequacy of ECHMB's profits
relative to interest payments on its debt. The lower the
Interest Cover, the greater the risk that profit (before
interest) will become insufficient to cover interest
payments.

www.echmb.com | 7



Report of the Board of Directors



The Directors submit herewith the Statement of
Income, Expenses, Unappropriated Profits, Assets
and Liabilities of the Eastern Caribbean Home
Mortgage Bank (ECHMB) for the year ended 31+
March 2017.

Financial Results and Dividends

$'000
Net Income attributed to shareholders 3,060
Final dividend of $7.50 per share for 2017 (2,016)
Transfer to reserve 209
Net Income after distributions 835
Retained earnings at 31 March 2016 12,151
Retained earnings at 315 March 2017 12,986

Dividends

The Directors have recommended a dividend of
$7.50 per share for the year ended 31 March, 2017,
amounting to $2.02m.

Statement of Affairs

In the opinion of the Directors, there were no
significant changes in the state of the affairs of the
Bank during the financial year.

Directors

Article 15 (1) of the Eastern Caribbean Home Mortgage
Bank Agreement provides that: - (a) a director holds
office for two (2) years and shall be eligible for re-
appointment; (b) a vacancy in the Board shall be filled
by the Class of shareholders which appointed the
director to be replaced; and (c) a director appointed
to fill a vacancy holds office for the un-expired term of
his predecessor.
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At the 21t Annual General Meeting held on the 7t
November 2016, the following Directors demitted
office:-

The Honourable Sir K Dwight Venner
Mr. Gordon Derrick

They were replaced by:-

Mr. Timothy N. J. Antoine
Mr. Peter Blanchard

Appointment of a Chairman and Deputy Chairman

At the 98" Meeting of the Board of Directors held
on 26" January 2017, in accordance with Article
19: Chairman and Deputy Chairman of the Eastern
Caribbean Home Mortgage Bank Agreement, the
following appointments were made:-

(@) Mr.Timothy N. J. Antoine — Chairman
(b) Mr. Dexter Ducreay - Deputy Chairman.

At the 31 March 2017, the Board of Directors
comprised:-

Timothy N.J. Antoine BSc, MSc; C.Dir - Chairman
Missi Henderson BA; MSc

Peter Blanchard; ACCDir

Sharmaine Francois BSc; ACCDir

Dexter Ducreay BSc; C.Dir

As at 315 March 2017, no director had, during the year
or at the end of the year, any interest in any contract
pertaining to the Bank’s business.

www.echmb.com | 9
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Events Subsequent to Statement of Financial Position
Date

The Directors are not aware of any transaction which
has arisen since 315 March 2017 that has a material
effect on the operations of the Bank and for which
adequate disclosures have not been made in the
financial statements.

Appointment of Auditors
Article 23 of the Eastern Caribbean Home Mortgage
Agreement provides that shareholders shall at each

Annual General Meeting appoint an auditor to hold
office from the conclusion of the meeting until the
conclusion of the next Annual General Meeting. The
Auditors, Grant Thornton, retired at the financial year
ended 31t March 2017.The Auditors are eligible for re-
appointment and have offered themselves as External
Auditors for the year ending 31 March 2018. The
Board of Directors recommends their re-appointment.
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Chairman’s Statement
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n January 2017, | assumed the Chairmanship of

the ECHMB. It is my honour to serve as the second
Chairman of the ECHMB, one of the first institutions
created in 1996 under the Monetary Council’s
mandate to develop the money and capital markets
in the region as a catalyst for economic growth and
development.

| seize this opportunity to place on record my
deepest appreciation of Sir K. Dwight Venner for
his monumental contribution to the Money and
Capital Markets Development Programme in Eastern
Caribbean Currency Union and specifically his role in
pioneering the ECHMB. We are pleased that we were
able to recognize and celebrate his contribution to
the ECHMB at the Annual General Meeting which took
place on 7 November 2016 in St. Lucia.

Economic outlook

The International Monetary Fund in its April 2017
update of the World Economic Outlook (WEO) opined
that global output growth in 2016 was 3.1 per cent.
The projected growth for 2017 and 2018 were 3.5 per
cent and 3.6 per cent respectively. In 2017, the US
economy is projected to grow by 2.3 per cent, while
the UK economy is expected to expand by 2.0 per
cent. In the Eastern Caribbean Currency Union (ECCU),

real output growth in the ECCU slowed in 2016 to
Mr. Timothy N J Antoine BSc, MSc, C. Dir

2.2 per cent, compared with 2.6 per cent in 2015. For
Chairman

2017, the ECCB growth forecast is 2.8 per cent, based
“ ) ) ) on advancements in the global economy. However,
The Financial environment this growth prospect, though higher, is well below our

remains challenging, however > per cent target.

the ECHMB continues to find Impact of Prevailing Economic Conditions on the
ECHMB

pathways to grOWth and The principal remit of the ECHMB has been to establish

proﬁtability ,, and maintain an organized regional secondary

market for mortgages to increase the availability of
mortgage credit and provide liquidity and flexibility to
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primary lenders in the territories of the participating
Governments. However, the excess level of liquidity in
the primary market continues to affect the viability of
the secondary mortgage market and primary lenders
continue to repurchase their mortgage portfolios sold
on the secondary market.

Despite the challenging economic conditions, the
ECHMB recorded an improvement in its performance
in 2017. Net Profit for the Year was $3.06m,
representing an increase of $0.56m (22.40%) when
compared to the $2.50m reported in 2016. As a result
of $0.56m (22.40%) increase in Net Profit for the Year,
the Bank’s principal performance indicators improved
marginally from the 2016 financial outturn. Earnings
per share increased from $9.32 in 2016 to $11.38 in
2017. Return on Assets under Management increased
from 1.01% in 2016 to 1.25% in 2017.

In accordance with the Bank'’s strategy of maintaining
a prudent dividend policy, dividends paid for the
2016/2017 financial year amounted to $7.50 per share;
this resulted in the retention of Net Profit for the Year
of $3.88 per share. As a result, Total Equity increased
from $58.11Tmin 2016 to $59.16m in 2017.

The Board opined that while the ECHMB's performance
continues to be commendable, the philosophic
underpinnings and objectives of the ECHMB required
reassessment. The ECHMB therefore needed to be
reengineered to survive the changing economic
conditions regionally and internationally. Accordingly,
the Board of Directors undertook an introspection to
determine the relevance of ECHMB's mission, vision,
and role in the financial space.

After twenty-one years of operations, the ECHMB
needs to take the bold step of revamping its business
model and broaden its scope of operations to play

12 | www.echmb.com

a more expanded role in the development of our
region’s money and capital markets.

In this regard, the Board of Directors has articulated

a new strategy for the ECHMB which focuses on the

following strategic priorities:
= Pursuing a growth agenda through
expansion of the money & capital market and
development of the secondary mortgage
industry in the ECCU.

= Increasing the range of products and services
offered by the Bank.

= Extending the Bank’s target market to the
wider Caribbean, USA and Europe.

= Strengthening the corporate governance
structure, policies and functional structure of
the Bank

= Rebranding of the ECHMB.

To achieve these objectives, it is imperative that
the ECHMB rebrands itself as “ECHMB Capital Ltd."
This step is required to signal the Bank’s transition
to a new value creating institution. Our intent is to
leverage the goodwill and brand recognition created
by the ECHMB over the past twenty-one (21) years
of operations; and signal to the market the Bank’s
broader operating remit.

The strategic priorities of the Bank are as follows:-

= Innovation
Introduce new ideas and creative thinking to the
capital market and mortgage industry.

= Excellence in risk management
the highest
governance and risk management

Promote standards in corporate
= Excellence in customer service
Understanding and fulfilling the capital market and
housing needs.
= Excellence in organisation and staffing

Attract, retain and develop the best talent.



Stakeholder driven

Promote the interest of providers of capital and other
connected individuals.

During the latter part of the 2016/17 financial year the
ECHMB made some key changes.

The ECHMB has reduced its reliance on its
mortgages loans portfolio by diversifying into
fixed income instruments.

Notwithstanding, it is to be noted that the
Bank has not abandoned its mandate of
creating a secondary mortgage market in the
ECCU. In fact, two new mortgage products

2.
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have been added to our portfolio in the form
of Mortgage Credit Facilities and Mortgage
Pledged Loans.

The ECHMB’s new income model has shifted
the Bank’s principal interest generating assets
from Cash and Cash Equivalents and Mortgage
Loans to Investments Securities. In accordance
with our new income model, Interest Income
from investments accounted for 72.08% of Total
Interest Income in 2017 compared with 60.95%
in 2016. The Bank’s Assets under Management
are now placed in jurisdictions with varying risk
profiles.

Repurchase

Bonds Agreements

| Fixed income ! .
Term Deposits Preference Shares
Mortgage Pledged Purchase of
Mortg age Loans Mortgages
Backed i I
’ .y
EC H M B S Secu rities Mortgage Credit Mortgage
NeW Asset Facility Training
Model
Trading Account Mutual Fund
Equity : :
Instruments
Equity Fund
Reverse
Instruments Wortgages
— under ——
consideration PLs Mortgage

Portfolio Review
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3. The ECHMB's focus is on filling the gaps for
short-term corporate instruments on the
Eastern Caribbean Securities Market. This is
imperative to adsorb the increasing liquidity

in the ECCU. During the 2018 financial year,
it is our intent to introduce a repurchase
agreement programme to the ECCU.

T Equity
Commercial
Papers
Debt
ECHMB’s | Instruments
i Bonds
New Capital
Model Repurchase
| Agreements
Mutual Fund
Instruments
— u_nder _
consideration Redeemable
Preference Shares

By all indications, the re-engineered ECHMB is
expected to be a more financially viable institution.

| wish to thank the shareholders for your continued
support of the ECHMB and the Board of Directors,
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Management and staff on their tireless efforts in
expanding the vision during the past year.

Let us go forward together.

Mr Timothy N.J Antoine
Chairman



Chief Executive Officer’s Statement

Randy Lewis ACA; FCCA; MBA; ACC. Dir
Chief Executive Officer

1 The ECHMB needs to infuse

new business lines and markets

J)

in its operations.
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On behalf of the Management Team of the ECHMB,
| am pleased to share with you our financial
results for the year ended 315t March 2017.

The ECHMB continued to be negatively impacted by
excess liquidity in the Primary Mortgage Market. This
had the effect of depressing mortgage acquisitions;
however,ontheflipside,the excessliquidity stimulated
the resale of mortgages totaling $17.01m to Primary
Lenders. The Bank was also impacted by declining
interest rates on Assets under Management, resulting
in reduced yields; and, a scarcity of investment grade
instruments originating from within the Eastern
Caribbean Currency Union (ECCU), thus inhibiting
adequate asset diversification. These conditions
combined to perpetuate the declining trend in the
Bank’s top line and as a result, ECHMB's profitability
was preserved through the containment of expenses.

It was the view of the Board of Directors and
Managementthat safeguarding the Bank'’s profitability
through the containment of Total Expenses is not
in itself an infinite strategy given the omnipresence
of the aforementioned headwinds. In shaping our
pathways to growth and profitability, an introspection
was undertaken of the ECHMB to determine the
relevance of the Bank’s mission, vision, and raison
d'étre.

Creating New Pathways to

Growth & Profitability

The result of the introspection suggests that the
ECHMB needs to infuse new business lines and
markets in its operations. As Gary Hamel stated,
“Most of us understand that innovation is enormously
important. It's the only insurance against irrelevance. It’s
the only guarantee of long-term customer loyalty. It's the
only strategy for out-performing a dismal economy.The
ECHMB now views its mission as being the premier
vehicle for developing the money and capital market
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and mortgage industry within the Member States of
the ECCU, in a socially responsible manner, as well
as being the employer of choice. In addition, we will
also strive to ensure safety and above market returns
for the providers of our capital. The ECHMB intends
to achieve these objectives through the following key
pillars:-

Excellence in
Risk
Management

Excellence in
Customer
Service

Being Stakeholder

Innovative Driven

Excellence in
Organisation
and Staffing

The inclusion of the development of the money
and capital market as part of the Bank’s mission,
and raison d'étre is not a dereliction of the Bank’s
statutory mandate, but instead, an acknowledgement
that profitability of the ECHMB resides in the
Bank’s adaptation to evolving economic and social
conditions. This is imperative for the survival of the
Bank, as stated by Jack Welch, “If the rate of change on
the outside exceeds the rate of change on the inside, the
end is near.” As our 2017 financial results indicate, our
tandem strategic thrust is creating positive pathways
to growth and profitability.

ECHMB’s Financial Results 2017

Net Profit for the Year was reported at $3.06m,
representing an increase of $0.56m (22.40%) when

16 | www.echmb.com

compared to the $2.50m reported in 2016. Interest
Income continued to decline and was reported at
$11.14m in 2017, compared to $12.42m in 2016.
It therefore follows that the increase in Net Profit
for the Year was principally attributed to prudent
management of our expenses. Total Expenses declined
by $1.71m (17.17%) from $9.96m in 2016 to $8.25m in
2017. An analysis of Total Expenses revealed Interest
Expense declined from $6.52m in 2016 to $4.79m
in 2017; representing savings of $1.73m (26.53%).
Non-interest Expenses increased marginally from the
$3.44m reported in 2016 to $3.46m in 2017.

As a result of the $0.56m (22.40%) increase in Net
Profit for the Year, the Bank's principal performance
indicators improved marginally from the 2016
financial outturn. Earnings per share increased from
$9.32in2016t0 $11.38in 2017.Return on Assets under
Management increased from 1.01% in 2016 to 1.25%
in 2017.The indicators insinuate probable increases in
the market value of the ECHMB. In accordance with
the Bank’s strategy of maintaining a prudent dividend
policy, dividends paid in 2017 amounted to $7.50 per
share; this resulted in the retention of Net Profit for
the Year of $3.88 per share. As a result, Total Equity
increased from $58.11m in 2016 to $59.16m in 2017.

We continued the strategy of using Cash and Cash
Equivalents housed in low interest yielding accounts
to redeem high cost debt totaling $4.34m, and as a
result, our Debt Capital declined marginally from
$189.55m in 2016 to $184.66m in 2017. This resulted
in an improvement in our Debt-to-Equity Ratio from
3.26:1 in 2016 to 3.12:1 in 2017. The ECHMB has a
stronger capital structure than reported in 2016.

Outlook FY 2018

Looking forward to our 2018 financial year, we will be
focused on diversifying our asset base internationally.
It appears that key factors which have impacted



international markets in 2016 have filtered through
in 2017; in particular - volatile oil prices; China’s
deceleration in growth; Brexit; political risk in Europe;
and geopolitical risks. In addition, the victory of
Donald Trump adds to indecision as skepticism over
the timing and his ability to follow through with
election promises remain debatable. In the ECCU, we
anticipate continued scarcity of investment grade
long-term instruments, coupled with declining
coupon on money market instruments.

We propose to respond to these uncertainties by con-
centrating on the following four (4) operating priori-
ties:-

Priority #2
Greater emphasis

Priority #1
Restructuring the
operations of the

ECHMB

on the Bank’s
corporate social
responsibility

Priority #3
Filling in the gapsin
the money and
capital market in
the ECCU

Priority #4
Promoting

strategic
partnerships
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Chief Executive Officer

www.echmb.com | 17



Management’s Discussion and Analysis
(MD&A)

19 —Summary of 2017 Financial Results
19- Overview of ECHMB’s Original Business Model
22 - Impact of the Market Conditions on the ECHMB’s Business Model
24- Creating Pathways to Growth and Profitability
26-New Income Model
27-Interest Expense
28-Net Interest Income
28-Non-Interest Expenses
29-Net Profit for the Year
29-Statemement of Financial Position
30- Dividend Policy

31-Risk Management



Management’s Discussion & Analysis
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This Management’s Discussion and Analysis (MD&A) is presented to enable the shareholders to assess
material changes in the financial condition and operating results of ECHMB for the year ended 31 March
2017, compared with the corresponding period in previous years. This MD&A should be read in conjunc-
tion with our audited Financial Statements and related Notes for the year ended 315 March 2017. Unless
otherwise indicated, all amounts are expressed in Eastern Caribbean Dollars and have been primarily
derived from the Bank’s Financial Statements prepared in accordance with International Financial Re-
porting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

Summary of 2017 Financial Results

= Cash and Cash Equivalents declined from
$43.43min 2016 to $6.70m in 2017.

= Investment Securities increased from $150.13m
in 2016 to $204.16m in 2017.

= Interest income declined by $1.28m (10.31%)
from $12.42m in 2016 to $11.14m in 2017. This
was mainly attributed to the $1.74m (35.88%)
decline in income from the Mortgage Loans
Portfolio.

= Repaid high cost borrowings totaling $4.34m.

= Borrowings declined by $4.89m (2.58%) from
$189.55m reported in 2016 to S184.66min 2017.

= Rolled over corporate papers totaling $184.1Tm
at a weighted average interest rate of 2.02%.

* Interest Expense declined by $1.73m (26.53%)
from $6.52m reported in 2016 to $4.79min 2017

= Non-interest Expenses increased marginally by
$0.02m (0.58%) from $3.44m in 2016 to $3.46m
in 2017.

= Net Profit for the Year was reported at $3.06m,
representing an increase of $0.56m (22.40%)
when compared to the $2.50m reported in 2016.

= Return on Assets under Management increased
from 1.01% in 2016 to 1.25% in 2017.

= Paid dividends of $7.50 per share; this resulted
in the retention of Net Profit for the Year of $3.88
per share. As a result, Total Equity increased
from $58.11min 2016 to $59.16m in 2017.

Overview of ECHMB’s Original
Business Model

he ECHMB was created to provide liquidity support
Tto financial institutions engaged in mortgage
lending on the Primary Mortgage Market (“PMM”)
in the Eastern Caribbean Currency Union (“ECCU").
The intent was to create an organized Secondary

Mortgage Market (“SMM”) to avail funds to increase
the inventory of houses in the ECCU. The demand
for ECHMB'’s products is contingent on the level of
liquidity on the PMM. The graph on page 20 shows
the interrelationship between the level of liquidity on
the PMM and purchase and resale of mortgages by
the ECHMB.
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Level of Liquidity on the PMM

During periods 2008 to 2011, the PMM experienced liquidity rebounded from fiscal 2012, the ECHMB was
declining liquidity and this created the opportunity required to resell mortgages totaling $180.86m; this
for the ECHMB to purchase mortgages totaling resulted in the decline in the Bank’s Mortgage loans
$197.10m. The acquisitions resulted in growth of the Portfolio to $31.40m in 2017. The trend in ECHMB's
Bank’s Mortgage Loans Portfolio to $228.0m at the Mortgage Loans Portfolio is displayed on page 21.
sojourn of the 2011 financial year. However, when
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Current trends in customers’ deposits and loans in the
banking system in the ECCU suggest that liquidity is
likely to continue to increase on the PMM. Given the
interrelationship between liquidity on the PMM and
sale of mortgages to the SMM, it is probable that the
demand for liquidity from the ECHMB will continue
to decline. Likewise, it is also plausible that Primary
Lenders will continue to repurchase their mortgages
from the ECHMB.

Apart from the Mortgage Loans Portfolio, the ECHMB
generated interest income from the placement

ECHMB ANNUAL REPORT 2017

Trend in ECHMB's Mortgage Loans Portfolio
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Mortgage Loans

of Cash and Cash Equivalents on call, Repurchase
Agreements and term deposits. Initially, the ECHMB
received a 7.0% coupon on cash held on call; however,
during the 2013 financial year, the coupon rate on the
Bank’s call account declined from 7.0% to 2.5%. In
2014, the coupon rate was further lowered from 2.5%
to 0.1%. The ECHMB mitigated the declining coupon
rate on its call accounts by investing Cash and Cash
Equivalents in term Deposits over longer tenures. The
current yield on term deposits at commercial banks in

the ECCU approximates 1.75%.
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Cash and Cash Equivalents

Impact of the Market Conditions on the
ECHMB’s Business Model

Notwithstanding the declining trend on the yield on
the Bank’s Cash and Cash Equivalents, the ECHMB
reported cash inflows totaling $158.60m from the 2014
financial year. Due to the scarcity of investment grade
instruments in the ECCU, the Bank took the decision to
reduce Assets under Management by redeeming bonds
totaling $65.90m during the 2015 financial year; this
was imperative to avoid generating a negative interest
spread on Cash and Cash Equivalents.
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—®&— Call Account Interest Rate

—@— Term Deposits / EPA Interest Rate

In summary, ECHMB's original business model
has become obsolete. This is attributed to excess
liquidity in the PMM which precludes the need for
Primary Lenders to generate liquidity from the sale of
mortgages; declining interest rates on Assets under
Management; and a scarcity of investment grade
sovereign and corporate instruments in the ECCU.
It therefore follows that the ECHMB can no longer
rely on its traditional markets and business lines for
growth.
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Trends in ECHMB'’s Traditional Income Streams
25,000,000
20,000,000

15,000,000
10,000,000
5,000,000

< 1 o 0 o O ~

S O O S O = —

S © S S © o o

N N N N N N ~

B Mortgage Income M Income from the Call Account/Money Market Instruments

2003 [

1995
1996 |
1997 i
1998 N
2017 [

— —
o —
o o
(o] (o]

It was evident that the rate of change in the ECHMB's
environment exceeded the rate of change of the
Bank’s business model. It was therefore imperative
that Management implement strategies to ensure

that the Bank remained a viable going concern.
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Trend in Income, Total Expenses and Net Profit for the Year
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Due to the declines in the Bank’s traditional sources
of interest income, the graph shows the ECHMB
preserved its profitability through the containment of
Total Expenses.

Creating Pathways to Growth and Profitability

An introspection was undertaken to determine the
relevance of ECHMB’'s incumbent mission, vision,
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goals and raison d‘étre. It was unanimous that the
ECHMB needed to diversify from the SMM. The graph
on page 25 shows that over the preceding five (5)
years, Primary Lenders demand for liquidity from the
disposal of their mortgages has declined. Conversely,
their demand for other products from the ECHMB has
increased.
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Patterns of demand for Mortgages and other products from the ECHMB
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ECHMB recognizes the changing patterns of demand
from the PMM and during the 2017 financial year, a
new income model was introduced. The objective was
to boost the Bank’s viability through the concurrent
development of the SMM and money and capital

—e- Alternative Sources of Liquidity

market business lines.
is designed to fill the financial gaps in the money

The Bank’s new strategy

and capital market in the ECCU for both corporate
and individual investors. A synopsis of our plans is
illustrated below:

-
-
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Some of the initiatives implemented as a result of our
new strategic thrust were as follows:-

= Revision of the Investment Policy Statement

= Strategic relationships  with  brokers
domiciled in the USA and the Caribbean

= Introduction of new mortgage products.

= Diversification of the investment portfolio to
include equity

= Revision of the functional structure of the
Bank.

= Appendage Risk Management oversight to
the Audit Committee

The new strategic thrust of the ECHMB has provided
the impetus for the Bank to resuscitate its growth
strategy and reduce concentration risk. The Bank’s
Assets under Management are now placed in
jurisdictions with different systematic risk profiles to
the ECCU. More importantly, the ECHMB has reduced
its dependence on the SMM.

New Income Model
Our new income model has shifted the Bank’s
principal interest generating assets from Cash and

Cash Equivalents and Mortgage Loans to Investment
Securities. The Bank'’s Investment Securities Portfolio
increased from $150.13min 2016 to $204.16min 2017.
Conversely, low yielding Cash and Cash Equivalents
declined from $43.43m in 2016 to $6.70m in 2017.
In order to accord with our new income model, the
functional structure of the Bank was reconfigured.
This resulted in the replacement of the Mortgage and
Research Departments with Investment and Treasury
Departments.

The Bank’s emphasis on Investments is beginning to
stabilize the declining trend in Interest Income. During
the 2017 financial year, Interest Income declined by
$1.28m (10.31%) from $12.42m in 2016 to $11.14m
in 2017. The decline in Interest Income was mainly
attributed to the $1.74m (35.88%) decline in income
from the Mortgage Loans Portfolio. This compares
favorably to the 2016 financial year where Interest
Income declined by $3.80m (43.93%). In accordance
with our new income model, Interest Income from
investments accounted for 72.08% of Total Interest
Income in 2017 compared with 60.95% in 2016.

Change from
(ECS in millions, except as noted) 2016
31st March 2017 2017 2016 2015 %
Term deposits 4.10 5.04 5.45 -18.65%
Mortgage loans portfolio 3.11 4.85 8.65 -35.88%
Government bonds 242 2.37 0.77 2.11%
Quoted bonds 1.07 - - 100.00%
Treasury bills 0.42 0.12 0.01 250.00%
Bank deposits 0.02 0.04 0.58 -50.00%
11.14 12.42 15.46 -10.31%

26 | www.echmb.com



ECHMB'’s income from traditional sources of Term
Deposits, the Mortgage Loans Portfolio and Bank
Deposits have declined over the preceding three
(3) years; however, the ECHMB continues to record
growth in income from investments in sovereign and
corporate bonds.

Interest Expense

The ECHMB continued the strategy of issuing short-
term instruments via competitive bid auction utilizing
the platform of the Eastern Caribbean Securities
Exchange. The Bank auctioned seven (7) corporate
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papers totaling $184.1m with a tenure of 365 days.
Total bids amounted to $239.94m, resulting in an
oversubscription of $55.84m. The corporate papers were
issued at a weighted average coupon rate of 2.02%.

The success of the ECHMB's auctions is predicated
on the Bank’s ability to preserve its investment grade
credit ratings. In 2017, the ECHMB maintained its
CariBBB+ Foreign currency ratings and local currency
ratings on issue size of US$30.0m. ECHMB's credit
ratings are assessed as adequate by CariCRIS.

ECHMB Funding Activities 2016/2017
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The ECHMB has also continued the strategy of
redeeming high cost, long-term Borrowings from the
proceeds of low yielding Cash and Cash Equivalents.
In 2017, the Bank repaid high cost Borrowings totaling
$4.34m. Total Borrowings declined by $4.89m (2.58%)
from $189.55m in 2016 to $184.66m in 2017. The

dual strategy of rolling over short-term instruments
at a lower coupon rate, plus redemption of high cost
long-term Borrowings, have resulted in the decline in
Interest Expense by $1.73m (26.53%), from $6.52m in
2016 to $4.79min 2017.

Change from
(ECS in millions, except as noted) 2016
31st March 2017 2017 2016 2015 %
Bonds in issue 4.79 6.23 7.93 23.11%
CDB loan - 0.29 0.64 100.00%
4.79 6.52 8.57 26.53%

Net Interest Income

ECHMB’s Net Interest Income or the difference
between Interest Income ($11.14m) and Interest
Expense ($4.79) was reported at $6.35m (57.00%)

compared to $5.90m (47.50%) in 2016. The improved
Net Interest Income Percentage is attributed to the
lower cost of funding the Bank’s operations.

Change from
(ECS in millions, except as noted) 2016
31st March 2017 2017 2016 2015 %
Interest income 11.14 12.42 15.46 -10.31%
Interest expense (4.79) (6.52) (8.57) 26.53%
Net interest income 6.35 5.90 6.89 7.63%
Net Interest income percentage 57.00% 47.50% 44.57% 20.00%

Non-Interest Expenses

Non-Interest Expenses increased from $3.44m in
2016 to $3.46m in 2017. Salaries and Related Costs
increased by $0.23m (19.83%); this was attributed
to the recruitment of two (2) new employees plus
redundancy costs associated with the elimination
of the Mortgages and Research Departments. Other
material increases included $33k (22.45%) associated

28 | www.echmb.com

with higher occupancy cost and $35k expended
on hosting the Annual Home Ownership Event in
Grenada.

Cost savings were mainly achieved in Mortgage
Administration Fees which declined from $0.53m
in 2016 to $0.25m in 2017; this was attributed to
the savings from the resale of mortgages to Primary
Lenders.
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Change from
(ECS in millions, except as noted) 2016
31st March 2017 2017 2016 2015 %
General and administrative 2.02 1.69 1.47 -19.53%
Mortgage Administrative fees 0.25 0.53 0.91 52.83%
Other operating 1.19 1.22 1.09 2.46%
3.46 3.44 3.47 0.58%
Net Profit for the Year
Net Profit for the Year was reported at $3.06m,
representing an increase of $0.56m (22.40%) when
compared to the $2.50m reported in 2016.
Net Profit for the Year
$3.46
$3.06

2015

On account of the increase in Net Profit for the Year,
the ECHMB reported improved performance metrics
in 2017. Earnings-per-share increased from $9.32 to
$11.38 in 2017. Return on Assets under Management
increased from 1.01% to 1.25% in 2017. The ECHMB
retained Net Profit for the Year of $3.88 per share and as
a result, Shareholders’ Equity increased from $58.11m
to $59.16m in 2017; this resulted in the increase in the
Bank’s Book-Value-Per Share to $220.12 in 2017.

$2.50

2016

2017

Statement of Financial Position

Assets under Management declined from the
$247.82m reported in 2016 to $244.17m in 2017.
The $3.65m (1.47%) reduction in Assets under
Management was attributed to the repayment of high
cost Borrowings totaling $4.34m and the payment of
dividends amounting to $2.02m, offset by the $1.05m
(1.77%) increase in Shareholders’ Equity.
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Non-interest earning assets totaled $2.02m or 0.83%
of Assets under Management compared to $2.55m
(1.03%) reported in 2016. Return on Assets increased
from 1.01%in 2016 to 1.25%in 2017. Notwithstanding
the foregoing, the shift in resources from higher
yielding mortgage backed securities to investments
has resulted in the decline in the Efficiency Ratio from
27.65% in 2016 to 31.06% in 2017.

The Debt-to-Equity Ratio improved from 3.26:1 in
2016 to 3:12:1 in 2017. The Board of Directors has
stipulated a ceiling Debt-to-Equity Ratio of 8.0:1. The
Ratio indicates that the ECHMB has the capacity to

increase its debt capital by $288.34m (156.20%).

Dividend Policy

The ECHMB has generated Net Profit for the Year of
$48.26m over twenty three (23) years since being
established and has paid total dividends amounting
to $26.13m. The prudent dividend policy has resulted
in significant growth in Shareholders’ Equity which
totaled $59.16m in 2017; this translates to a Book
Value per Share of $220.12. Initial investors in the
ECHMB have potential capital gains of $120.12 or
(120.12%) in 2017.

Trends in Net Profit and Dividends
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Risk Management
Risk management is essential for the ECHMB to
achieve its financial and operating objectives. The

ECHMB ANNUAL REPORT 2017

(the “Framework”) in a bid to ensure that its Senior
Management propagates sound business practices
which foster efficient and prudent management of its

ECHMB has developed a Risk Management Framework operations.
4 _ N
ECHMB'’s Risk Management Framework
Top Down
- Development of annual budget and business plan
B Definition of a Weighted Average Cost of Capital target 4 -
Board & " : :
) Definition of a Debt-to-Equity Ratio
Senior Setti f top-d isk tit d policy stat t
Management . - Setting of top-down risk appetite and policy statemen .
Establishment of concentration risk limits
1
Tactical Risk . . .
Management Liquidity Operational Credit
Activities !
1
Analytical Bottom UP
Risk Risk identification
Management S —_
Risk measurement
« Risk monitoring
Risk reporting
N\ J

The main objective of the Framework is to promote
sound stewardship of the Bank. Other objectives of
the Framework include:

= Establish and apply effective internal controls;

= Align the Bank’s strategy and objectives with
its risk tolerance;

= Adopt sound and prudent risk limits and
management policies;

= Define the Bank's risk appetite and tolerance;

= Establish processes to continuously identify,
understand and assess major risks; and

= Define the
responsibilities regarding risk management.

committees’ roles and

The Framework defines the Bank’s governance
structure and risk management processes.

Furthermore, the Framework enhances the
Bank’s integrated risk management strategy by

strengthening its internal control structure and
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corporate governance. In essence, the Framework
not only facilitates the identification of the risks the
Bank faces but also provides the mechanism for
the development and application of adequate and
efficient internal controls to ensure that sound and
prudentriskmanagementstrategiesareimplemented.
The Bank’s risk management process is closely tied to
the strategic planning process from which the Bank’s
strategic and business plans are derived. Policies
approved by the Board prescribe the tolerances,
measures and responsibilities for each significant risk.

Risk Tolerance

Risk tolerance corresponds to implicit and acceptable
variations relative to the Bank’s risk appetite targets
but can also reflect the level of risk when there is
no direct benefit associated or when the risk is not
aligned with benefits.

Risk Appetite

Risktakingisanecessary partofthe Bank’sbusiness.The
business strategies incorporate decisions regarding
the risk and reward trade-offs the Bank is willing to
make and the means with which it will manage and
mitigate those risks. The Bank has determined a risk
appetite, which is defined in the Framework, and
continuously attempts to maintain a balance between
its risk tolerance and risk capacity. The Audit and Risk
Committee of the Board is responsible for the annual
review and approval of the Bank’s risk appetite. Risk
appetite is defined as the level of risk the Bank is
willing to accept to achieve its objectives, particularly
when there is a benefit associated:

= |t is a broad concept which describes the
types of activities and risks the Bank is willing
to develop; and

= |tis defined in terms of performance targets,
credit rating and debt-to-equity ratio
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Risk capacity is determined by the availability of
resources to assess and mitigate risk, as well as to
absorb significant losses. The Bank’s risk appetite
statement can be summarized as a combination of:-

= strategic objectives: financial
target debt-equity-ratio, growth
business types; and

objectives,
target,

= asetofinternallimits that define the Bank’s risk
tolerance (including regulatory constraints).

Business and Strategic Risk Management

Business risk is the potential adverse effect of
changes in the economic, competitive, regulatory,
or accounting environment on the Bank’s results.
Strategic risk results from inadequate business plans,
strategies, decision-making processes, allocation and
use of the Bank’s resources. Senior Management is
responsible for managing the Bank’s business and
strategic risks. On a triennial basis, strategic planning
is carried out to analyze strengths, weaknesses,
threats and opportunities in order to determine the
profitability and risk profiles of the Bank’s internal and
external environments. The Bank’s overall strategy is
crafted by Senior Management and presented to the
Board of Directors for approval.

Credit Risk Management

Credit risk is the risk of a financial loss occurring if a
debtor does not fully honour its financial obligations
towards the Bank with regard to the Mortgage Loans
Portfolio and/or Investment Securities. As shown in
the graph on page 33, 99.0% of the ECHMB’s Assets
under Management are exposed to credit risk.
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The Mortgage Loans Portfolio accounts for 13.0%
of Assets under Management. The ECHMB through
its automated eMIMS mortgage system undertakes
monthlyreconciliationsofits Mortgage LoansPortfolio.
These reconciliations monitor the performance of
mortgage pools including changes in interest rate,
lump sum payments, maintenance of adequate
insurance coverage and defaults. The average Debt
Service Ratio of each mortgage has been stipulated
at 40.0%, with the Loan-to-value Ratio restricted to
90.0%. The monthly reconciliations are supplemented
by annual reviews (“Reviews"”) of each Primary Lender.
The Reviews cover the Primary Lender’s financial
conditions as well as the performance of the Mortgage
Loans Portfolio. Primary Lenders are required to
replace mortgages which are not in compliance with
the Bank’s underwriting standards. The graph shows
the distribution of the Mortgage Loans Portfolio by
institution.
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Allocation of Mortgages by Institution
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Impaired loans

The ECHMB was not required to impair its Mortgage
Loans Portfolio forthe 2017 financial year. Thisis mainly
attributed to the fact that mortgages are acquired with
recourse. Notwithstanding the foregoing, in March
2004, the Board of Directors approved the creation
of two special reserve accounts, a Building Reserve
and a Portfolio Risk Reserve. After the initial transfers
from Retained Earnings, the Directors also agreed to
an annual allocation to each reserve fund of 20.0% of
profits after the appropriation for dividends, effective
March 31, 2005. The Board of Directors considered it
prudent, in light of the emerging trend in refinancing,
to create a Portfolio Risk Reserve to provide cover
against general risks associated with the Secondary
Mortgage Market. During the 2014 financial year,
the Board of Directors approved the transfer of the
Building Reserve to the Portfolio Risk Reserve.
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Cash and Cash Equivalents and Investment Securities
Cash and Cash Equivalents and Investment Securities
account for 87.0% of ECHMB's Assets under
Management. The primary objectives of the ECHMB's
investment portfolio in order of priorities are as
follows:

= safety and portfolio diversification;
= liquidity; and
= yield.

Together, the above objectives dictate how ECHMB
allocates its investible resources into investments
within different time horizons and risk profiles. The
graph shows the allocation of ECHMB's Investment
Securities.

Asset Classes

4%

0%

63%

Safety of principal is the foremost objective of the
investment portfolio. Hence the assets are invested
with skill, care, prudence and diligence under the
circumstances that a prudent person would use in the
investment of assets with like character and similar
goals. Investments are undertaken in a manner that
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Cash and cash equivalents
Sovereign fixed income

Corporate fixed income
33%

NPL

seeks to ensure the preservation of capital and the
diversification of investments by asset class in order
to reduce the overall portfolio risk. The objective is to
mitigate credit and market risks. The graph on page
35 shows ECHMB’s distribution of investments by
country.
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Asset Concentration by Country
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Theinvestment portfoliois designed with the objective
of attaining a market rate of return throughout
budgetary and economic cycles, taking into account
the investment risk constraints and liquidity needs.
Return on investment is of secondary importance
compared to the safety and liquidity objectives

described above. The investments are limited to
relatively low risk securities in anticipation of earning
a fair return relative to the risk being assumed. The
graph on page 36 shows the yield on the ECHMB’s
investment portfolio over the period 2013 to 2017.
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Yield on Investment Portfolio
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Foreign exchange risk Currency Risk Exposure
Foreign exchange risk is the losses that the Bank
may incur subsequent to adverse exchange rate
fluctuations. It originates mainly from holding
investments denominated in United States dollars. 23.36%
ECHMB's foreign exchange risk exposure is managed
by a “natural currency hedge” in which the Bank’s
transactions are completed in the same currency.

76.64%

B uss
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Liquidity and Funding Risk Management

Liquidity and funding risks represent the possibility
that the Bank may not be able to gather sufficient
cash resources when required and under reasonable
conditions to meet its financial obligations. Financial
obligations include obligations to Bondholders
and suppliers. The Bank’s overall liquidity risk is
managed by the Treasury Officer with oversight
from the Executive Committee and, ultimately, by
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.

The Bank defines its risk tolerance towards liquidity
and funding in terms of a minimum required liquidity
level that would assure the Bank’s survival in the event
of a liquidity crisis. The Bank monitors cash resources
daily and ensures that liquidity indicators are within
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established limits. Liquidity risk management pays
particular attention to investment maturities, as
well as, funding availability and Primary Lenders’
demand for cash when planning financing. The Bank
maintains a reserve of unencumbered liquid assets
in its Call Account that are readily available to face
contingencies and which constitutes its liquidity
buffer. A liquidity forecast is prepared and reviewed
on a monthly basis. It provides a detailed action plan
that enables the Bank to fulfill its obligations in the
event of a liquidity crisis.

The negative liquidity gaps arise due to the Bank'’s
strategy of funding its operations from corporate
papers with a maximum tenure of 365 days and the
placement of investment over tenures in excess of
three (3) years in order to secure higher interest rates.
The ECHMB mitigates the negative liquidity gaps by
arranging a Revolving Credit Line in the amount of
$30.0m to meet large outlays of cash.

ECHMB’s Liquidity Gap

$21.37m

within 3 mths
-$89.25m

$80.41m 586.10m

1to5yrs over 5 yrs
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Funding

Funding relates mainly to the 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 76.0% of total capital in 2017.

ECHMB'’s Capital Structure

Capital Management

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. Although it is not
a statutory requirement, the ECHMB has imposed a
Debt-to-Equity Ratio limit of 8.0:1. During the 2017
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. Corporate bonds

. Shareholders’ equity

financial year, the Bank reported a Debt-to-Equity
Ratio of 3:12:1; ECHMB has the capacity to increase its
debt capital by $288.34m (156.20%) before breaching
its guideline.

On average, the Bank retains approximately 50.0% of
the Net Profit for the Year.



ECHMB ANNUAL REPORT 2017

Trend in Net Profit and Retained Earnings
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Operational Risk Management

Operational risk is inherent to the activities of financial
institutions. It results from inadequacy or failure
attributable to processes, people, systems or external
events. The Bank deals with this risk principally
through its system of accounting and internal controls
along with its internal audit function. The Internal
Audit function is outsourced to an independent firm
of chartered certified accountants. The Internal audit
plan and programmes are reviewed by the Audit and
Risk Committee and reports thereon are presented to
the Board of Directors.

Business Continuity

Resources, processes and results of the Bank could
be affected by unexpected external events such
as natural catastrophes. The Bank has developed
an extensive contingency planning framework.
Some of the measures implemented include offsite
backup with offshore redundancies. Furthermore,
the Bank continues to ensure its information systems
are protected against cyber-attacks and intends to
undertake an information system audit in the early

—e- Retained/Reserves

part of the 2018 financial year.

Reputational Risk Management

Reputational risk is the risk that a decision, an event
or a series of events may affect, either directly or
indirectly, the Bank’s image with shareholders,
Primary Lenders, employees, the general public
or any other stakeholders, and negatively impact
the Bank’s revenues, operations and, ultimately, its
value. Reputational risk most often results from the
inadequate management of other risks and may affect
almost every activity of a financial institution, even
when operations are, from a technical point of view, in
compliance with legal and accounting requirements.
Reputation is a critical asset that favours the ECHMB'’s
growth as well as continued trust from Primary
Lenders, bond holders and the general investing
public which also optimizes the Bank’s value for
shareholders. At the ECHMB, Reputation is considered
a strategic resource. In order to protect the Bank from
any impairment to its reputation, Senior Management
ensures that all other risks are adequately managed.
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Board of Directors
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MR.TIMOTHY N. J. ANTOINE

Mr. Antoine was appointed to the Board of Directors in November 2016,
representing the Class A shareholder. Mr. Antoine, a national of Grenada, assumed
duties as the third Governor of the Eastern Caribbean Central Bank (ECCB) on
1 February 2016. He is an economist and development practitioner by training,
experience and passion. Before taking up the position of Governor, Mr. Antoine
served as Director for Grenada on the ECCB Board of Directors for the periods:
2002 to October 2005 and January 2008 to January 2016.

Mr. Antoine’s 22-year tenure with the Government of Grenada was spent in the
Ministry of Finance where he began as a Planning Officer in 1993 and rapidly
moved up the ranks to Senior Economist before being appointed Permanent
Secretary, serving in that position for the periods August 1999 to October 2005
and January 2008 to January 2016. From November 2005 to November 2007, he
served as Advisor to the Executive Director for Canada, Ireland and the Caribbean
in the World Bank Group and was based in Washington D.C. In that role, he
offered analysis and advice on various development policies and projects and
was a strong advocate for the interests of the Caribbean and small States.

He was a Part-Time Lecturer in Economics and Development at St. George’s
University from 1999-2000. Mr. Antoine has also contributed to the development
of the OECS and wider Caribbean in various ways such as serving on several local,
regional and international boards and committees including:

= Chairman, Grenada’s Homegrown Programme Monitoring Committee

= Chairman, Grenada Authority for the Regulation of Financial Institutions

= Chairman, Investment Committee, Grenada National Insurance Board

= Chairman, Governance Reform Committee, Board of Directors, Caribbean

Development Bank
= Director, Board of Directors, CARICOM Development Fund
= Director, Caribbean Catastrophe Risk Insurance Facility

= Chairman, ECCU Technical Core Committee on Insurance

Mr. Antoine, holds a MSc Degree in Social Policy and Planning in Development
Countries from the London School of Economics and a BSc Degree in Economics
with Management from the University of the West Indies. He has also received
training from the Small Countries Financial Management Centre in the Isle of
Man and training in Negotiations at the Said International School of Business,
Oxford University. He also has a Certificate in Project Cycle Management from
the Caribbean Development Bank (CDB). Other passions include: reading, music,
speaking with youth and sports. Mr. Antoine is a man of deep faith. He has served
as Chairman of the Board of the St George’s Bible Holiness Church.

He is married to Charmaine Antoine nee Rouse. They have two daughters:
Chereece and Yaana.
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MR. DEXTER DUCREAY

Mr. Ducreay was appointed to the Board of Directors in July 2008, representing Class D
shareholders. He holds a B.Sc. (Hons) in Accounting from St. John’s University, New York. Mr.
Ducreay is a former General Manager of Dominica Water and Sewerage Company, and is
also credited with leading the amalgamation of five (5) credit unions in Dominica which is
currently referred to as the National Co-operative Credit Union.

He is the General Manager of A.C. Shillingford & Company Limited, Dominica, as well as the
Chairman of the Credit Union League (Dominica). Mr. Ducreay is the former President of the
National Co-operative Credit Union Limited and has in excess of sixteen (16) years senior
management experience.

MRS. MISSI P. HENDERSON

Mrs. Henderson was appointed to the Board of Directors in September 2014, representing
Class B shareholders. She holds various certifications in Finance, a BA in Accounting and a
MSc in Finance and Accounting with the University of Liverpool.

Mrs. Henderson has been employed with the Dominica Social Security Board for the past
fourteen (14) years and currently holds the position of Chief Financial Officer. Prior to joining
the Dominica Social Security Board, Mrs. Henderson worked in the telecommunications
industry for thirteen (13) years in senior finance roles which included the management of
the Capital Efficiency Programme and of the system support to sixteen (16) Cable & Wireless
Business Units. She also served on the Supervisory Committee of the Roseau Co-operative

Credit Union (now National Cooperative Credit Union Ltd).
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MS. SHARMAINE FRANCOIS

Ms. Francois was appointed to the Board of Directors in September 2014, representing
Class C shareholders. Ms. Francois has completed several training courses in financial
and investment planning, as well as financial counseling and has attended a wide range
of training programmes in banking and financial management. Ms. Francois holds a
B.Sc. in Accounting and Statistics from the University of the West Indies (UWI), and a Post
Graduate Certificate in Business Administration from Manchester Business School, UK, and
is an Accredited Director, having completed the directors’ programme with the Institute of
Chartered Secretaries and Administrators (ISCA), Canada.

Ms. Francois has seventeen (17) years progressive senior executive experience in the field of
Banking, twelve (12) of which were spent in investment banking and business development.
Her varied experience covers retail and corporate banking, investment management,
securities trading and underwriting, pension fund management and business development.

Ms. Francois current holds the position of Assistant General Manager at Bank of Montserrat.

MR. PETER BLANCHARD

Mr. Blanchard was appointed to the Board of Directors in November 2016, representing Class
C shareholders. Mr. Blanchard, who was born in Antigua, is an insurance specialist. Since
1984, he has been the principal shareholder and Chairman of the Board of General Insurance
Company Ltd, a locally-registered insurance company authorized to conduct business in
Antigua and Barbuda. He has also been the Chairman of Design Properties Ltd., a property
development management company since 1991.

He has served on various boards in Antigua and abroad, viz. the Board of the ACB Mortgage &
Trust Company from its inception in 1987 until 2005. Mr. Blanchard was subsequently elevated
to serve on the Board of Antigua Commercial Bank (ACB) on May 05, 2005. In January 2007, he
was once again appointed to the ACB Mortgage and Trust Board and was elected Chairman
of that Board in October 2008. In February 2016, due to law regulations, Mr. Blanchard retired
from the ACB Board where he had been Chairman of the Credit Committee from October 2008
— February 2016. In April 2016 he was re-appointed to the ACB Mortgage & Trust Company
Ltd Board as a Non-ACB Director and since October 2016 has since been re-appointed as its
Chairman.

During the period 2005-2006, Mr. Blanchard represented Antigua Commercial Bank and the
other indigenous banks operating in the Organization of Eastern Caribbean States (OECS)
group on the Board of Directors of the East Caribbean Financial Holding Company Ltd, a
company which is based in Saint Lucia, West Indies. In 2006, Mr. Blanchard was appointed a
Director of the Board of the Eastern Caribbean Securities Exchange located in St Kitts and in
2007, he was elected the Chairman of its Intermediary Development and Market Structure

Committee.
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he Board of Directors (the “Board”) has ultimate
Tresponsibility for ECHMB's corporate governance
and risk management. In keeping with its principal
responsibilities, the Board of Directors of the ECHMB
continues to ensure that the highest standards in
corporate governance are maintained, with the
objectives of reinforcing the confidence and trust
of the investing financial institutions, increasing
Primary lenders’ satisfaction and building a strong
and ethical regional institution. On an annual basis,
the ECHMB adopts the latest developments in
corporate governance in an effort to ensure that its
procedures are in line with international best practice.
The fundamental approach adopted is to ensure that
the right executive leadership, corporate strategy,
internal controls and risk management procedures
are in place. Notwithstanding the aforesaid, the
Board continuously reviews its governance model to

ECHMB ANNUAL REPORT 2017

ensure relevance and effectiveness as the Bank faces
future challenges exacerbated by uncertain economic
conditions.

Board Charter

The Board is guided by its Charter and the Eastern
Caribbean Home Mortgage Bank Agreement which
provide references for directors in relation to their
roles, powers, duties and functions. Apart from
reflecting current best practices and applicable
rules and regulations, the Charter and the Eastern
Caribbean Home Mortgage Bank Agreement outline
processes and procedures to ensure the effectiveness
and efficiency of the Bank’s Board and its Committees.
The Charter is updated at regular intervals to reflect
changes to the Bank’s policies, procedures and
processes, as well as, to incorporate amended relevant
rules and regulations.

Shareholders

Corporate | |
Secretary
I |
Human Executive Audit and Risk
Resou_rce Committee Committee
Committee
Internal l External
Auditors Auditors
Senior
Management
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Roles and Responsibilities of the Board

It is the responsibility of the Board to periodically
review and approve the overall strategies, business,
organisation and significant policies of the Bank. The
Board also sets the Bank’s core values and adopts
proper standards to ensure that the Bank operates
with integrity. The responsibilities of the Board include
the following:-

= reviewing and approving the strategic business
plans for the Bank;

= jidentifying and managing principal risks
affecting the Bank;

= reviewing the adequacy and integrity of the
Bank’s internal controls systems;

= approving the appointment and compensation
of the Chief Executive Officer and Senior
Management Staff;

= approving new policies pertaining to staff
salaries and benefits; and

= approving changes to the

organizational structure.

corporate

Director Independence and Independent Non-
Executive Directors.

The Board consists entirely of Non-Executive Directors
which help to provide strong and effective oversight over
Senior Management. The Directors do not participate in
the day-to-day administration of the Bank and do not
engage in any business dealings or other relationships
with the Bank (other than in situations permitted by
the applicable regulations), in order to ensure that
they remain truly capable of exercising independent
judgement and act in the best interests of the Bank and

its shareholders.

Furthermore, the Board is satisfied and assured that no
individual or group of Directors has unfettered powers of
decision that could create a potential conflict of interest.
Additionally, the Board ensures that all Independent
Non-Executive Directors possess the following qualities:-
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= ability to challenge the assumptions, beliefs or
viewpoints of others with intelligent questioning,
constructive and rigorous
dispassionate decision making in the interest of
the Bank;

= willingness to stand up and defend his own

debating, and

views, beliefs and opinions for the ultimate good
of the Bank; and

= a good understanding of the Bank’s business
activities in order to appropriately provide
responses on the various strategic and technical
issues confronted by the Board.

Quality and Supply of Information to the Board

In order to effectively discharge its duties, the Board
has full and unrestricted access to all information
pertaining to the Bank’s business and affairs, as well as,
to the advice and services of the Senior Management.
In addition to formal Board meetings, the Chairman
maintains regular contact with the Chief Executive
Officer to discuss specific matters, and the latter,
assisted by the Corporate Secretary, ensures that
frequent and timely communication between the
Senior Management and the Board is maintained at
all times as appropriate.

Corporate Secretary

The Corporate Secretary is responsible for advising the
Board on issues relating to corporate compliance with
the relevant laws, rules, procedures and regulations
affecting the Board and the Bank, as well as, to best
practices of governance. She is also responsible for
advising the Directors of their obligations and duties
to disclose their interest in securities, disclosure of any
conflict of interest in transactions involving the Bank,
prohibition on dealing in securities and restrictions
on disclosure of price-sensitive information. All
Directors have access to the advice and services of the
Corporate Secretary.



Conflict of Interest

In accordance with Article 27 of the Eastern Caribbean
Home Mortgage Bank Agreement, a Director who is
in any way interested, whether directly or indirectly,
in a contract or proposed contract with the Bank or
whose material interest in a company, partnership,
undertaking or other business is likely to be affected
by a decision of the Board shall disclose the nature
of his interest at the first meeting of the Board at
which he is present after the relevant facts come to
his knowledge. Article 27 further provides that after
the disclosure, the Director making it shall not vote
on the matter and, unless the Board otherwise directs,
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Structured Training Programme for Directors

Directors are expected to participate in the Directors
Education & Accreditation Programme (“DEAP”). This
is an advanced director training course aimed at
preparing directors for the important role that they
play in the governance of the Bank. The DEAP was
developed by the Institute of Chartered Secretaries
and Administrators/Chartered Secretaries Canada
(ICSA/CSC), in partnership with the law firm of Borden
Ladner Gervais, and with contributions from AON
Canada.

The composition of the Board and committees are as

shall not be present or take part in the proceedings of follows:-
any Meeting at which the matter is being discussed or
decided by the Board.
.
Board of Directors Execu.tlve Audit & Risk Human Resource
Committee Committee
Timothy N. J Antoine Chairman Chairman - -
Dexter Ducreay * * Chairman *
Missi Henderson * - * Chairman
Peter Blanchard * * - ®
Sharmaine Francois * * * -
Randy Lewis - * - -
Shanna Herbert - * - -
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Executive Committee

Article 22 of the Eastern Caribbean Home Mortgage
Bank Agreement provides that the Board may appoint
an Executive Committee of the Board, consisting of no
less than three Directors drawn from three different
classes of shareholders, the Chief Executive Officer and
the Chief Financial Officer of the Bank, to supervise
asset and liability management as well as examine
and approve financial commitments in accordance
with the regulations and policies established by the
Board.

Audit and Risk Committee

The Audit and Risk Committee provides guidance
on the Bank’s systems of accounting and internal
controls, thus ensuring the integrity of financial
reporting. This Committee also serves as an effective
liaison between Senior Management and the External
Auditors. The Audit and Risk Committee approves and
reviews risk appetite and risk management policies.
The Board delegates the role of identifying, assessing
and managing risk to Senior Management.

The 2017 activities of the Committee include:

= reviewed the Bank’s compliance with financial
covenants;

= approved the 2017 audit engagement letter;

= reviewed and approved the external audit plan
and timetable;

= evaluated the performance of the External
Auditors and approved their remuneration;
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Auditors’ 2017
management letter and report on the 2017 audit;

= reviewed the External
= examined the implications of changes to
International Financial Reporting Standards; and
= approved the 2017 Internal Audit Plan, Internal
Audit report, and, monitored Management’s
of the Auditors’

implementation Internal

recommendations

Human Resources Committee

The Human Resources Committee is responsible for
staff compensation and the approval of amendments
to staff policies.

ECHMB's Best Practice

= Since incorporation, ECHMB’s Board of Directors
has been chaired by a non-executive Chairman
to ensure independent leadership.

= Shareholders appoint directors every two (2)
years in accordance with the Eastern Caribbean
Home Mortgage Bank Agreement.

= The five (5) directors are non-executive and
are required to declare their interests in any
transaction that the ECHMB undertakes.

= Board Committees have the authority to retain
independent advisors, as deemed necessary by
each Committee.

= The Internal Audit function is undertaken by an
independent contractor.

= The Audit Committee meets separately with the
Internal Auditor
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he ECHMB pays tribute to its former Chairman, the Honourable Sir K Dwight Venner, who passed
Taway in Saint Lucia on December 22, 2016. Sir Dwight was appointed to the Board of Directors
of the ECHMB in 1996, as the representative of the Eastern Caribbean Central Bank (ECCB); the Class
A shareholder. In November 2016, at the ECHMB'’s Annual General Meeting (AGM), Sir Dwight retired
from the Board and the ECHMB lauded his insightful and prodigious contribution over the past
twenty (20) years as we celebrated our 20" Anniversary. The Directors and Staff would like to take
this opportunity to place on record the significant contributions made by the Honourable Sir K
Dwight Venner to the ECHMB and the Secondary Mortgage Market in general.

Under Sir Venner’s stewardship, the ECHMB increased the efficient mobilization and allocation of
long-term savings for investment in housing by providing more than $743.0m in liquidity support
to financial intermediaries. This included in excess of $251.0m to indigenous financial intermediaries
at the height of the global financial crisis. The ECHMB has ardently promoted the growth and
development of the Eastern Caribbean Securities Market (ECSM) through the issuance of investment
grade Bonds totaling $849.86m, and, payment of $144.03m in bond interest. ECHMB’s book value
per share was reported at $216.24 in financial year (“FY”) 2016. Initial investors in the ECHMB paid
$100.0 per share and hence had the potential to realise capital gains of $116.24 per share at disposal.
Further, it is to be noted that shareholders have received dividends totaling $155.0 per share over
the preceding twenty (20) years.

The ECHMB has played an indispensable role in educating the ECCU on home ownership by
providing a forum for stakeholders to discuss pertinent issues affecting the housing industry.
We have leveraged our expertise in mortgage underwriting to the financial sector in the ECCU
by partnering with the Real Estate Institute of Canada to host biannual mortgage underwriting
programmes in each of the islands of the ECCU. To date, more than three hundred and seven (307)
mortgage practitioners have completed the Certified Residential Underwriter (CRU) designation.
The Bank’s contributions to training and development also extend to mentorship of school leavers
through our annual internship programme. We have and continue to pursue other philanthropic
endeavors by helping the less fortunate in society and have contributed financial and intellectual
capital to the furtherance of the objectives of not-for-profit organizations. By all measures, under Sir
Venner's stewardship, the ECHMB has fulfilled the purposes for which it was created.
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ne of the ECHMB's key strategic objectives is to
Oattract, retain and develop the best talent. The
Bank intends to achieve this objective by creating
an environment which fosters the growth and
development of each employee, in an environment
whichisconducive to leveraging their varied expertise.

In order to ensure that staff’s skillset remained
vogue, during the 2017 financial year, training was
provided in Investments; International Financial
Reporting Standards (IFRS); Strategic Leadership
and Information Technology. Members of staff also
attended conferences hosted by the Institute of
Chartered Accountants of the Caribbean, the Institute
of Chartered Accountants of the Eastern Caribbean
and the National Association of Administrative
Professionals - St. Kitts Chapter.

We reconfigured our functional structure to better
reflect our new strategic focus on investments. This
resulted in the replacement of the Research and
Mortgage DepartmentswithTreasury and Investments
Departments. We were pleased to welcome Ms. Ava
Beckles to the position of Chief Investment Officer and
Ms. Kelva Merchant to the position of Treasury Officer.
In addition, Ms. Shanna Herbert was confirmed to the
position of Chief Financial Officer.

We continued to ensure that our compensation
package remained competitive and, during the
2017 financial year, the Bank implemented a new
salary scale. It is to be noted that notwithstanding
the adjustment to staff’s compensation, Salary and
Related Costs have increased marginally compared to
prior years.
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Kelva Merchant
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Salary and Related Costs
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Significant landmarks
During the month of May 2016, Mr. Randy Lewis was

honored in recognition of ten (10) years of service
with the ECHMB.

www.echmb.com | 53



Corporate Social Responsibility

54 | www.echmb.com



Home Ownership Day

As part of our corporate social responsibility, ECHMB
promotes a Home Ownership Day Event which
provides a public forum for stakeholders to discuss
matters on the housing sector. In 2016, the Home
Ownership Day Event was held in collaboration with
the Grenada Co-operative Bank on Saturday, July 16"
atthe GrenadaTrade Centre.The Home Ownership Day
Event was organized under the theme: “Empowering
you for property ownership”.

The ECHMB would like to place on record our
appreciation to the Board of Directors, Management
and staff of the Grenada Co-operative Bank for their
tireless efforts in making the Event a resounding
success.

Capacity Building-Mortgage Underwriting Programme
ECHMB continues to ensure that international
underwriting standards are maintained in the Eastern
Caribbean Currency Union by conducting Mortgage
Underwriting Seminars in conjunction with the
Canada Mortgage and Housing Corporation as well as
the Real Estate Institute of Canada, supported by local
and regional resource persons. These Seminars afford
participants the opportunity to gain an internationally
recognized qualification - Certified Residential
Underwriter (CRU).

ECHMB ANNUAL REPORT 2017

During the year, ECHMB facilitated two (2) seminars
in Antigua and Barbuda and Grenada respectively.
Fifty nine (59) participants attended the Programmes
which were facilitated by Mr. Steve Leistner of the Real
Estate Institute of Canada (REIC).

ECHMB's 20 years of operations

On the 22" April 2016, the ECHMB celebrated
twenty (20) years as a commercial entity. Members
of staff joined with directors in commemorating the
significant milestone of the Bank.
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Farewell gathering for the Honourable Sir K Dwight retired from the Board of Directors of the ECHMB after

Venner 20 years of sterling service. The Board of Directors,
In November 2016, at the ECHMB'’s Annual General staff, shareholders and well-wishers held a farewell
Meeting (AGM), the Honourable Sir K Dwight Venner gathering to commemorate the auspicious occasion.
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The notes on page 65 to 113 are an integral part of these financial statements.
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The notes on page 65 to 113 are an integral part of these financial statements.
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