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Mission

To promote the development of the secondary mortgage market in Anguilla, Antigua and
Barbuda, Commonwealth of Dominica, Grenada, Montserrat, Saint Christopher and Nevis,
Saint Lucia and St. Vincent and the Grenadines, collectively referred to as the “Member States”,
and bring additional benefits by facilitating the development of the money and capital market,
improving liquidity management in the financial system and promoting home ownership
throughout the Member States

Vision

The Bank aspires to be the principal financial intermediary for providing affordable and
sustainable sources of housing finance to Primary Lenders operating within the Member States
and that its securities are investments of choice on the regional capital market.

Our Values/ Beliefs

(a) The Bank offers its Primary Lenders and Investors timeliness, consistency, value for
money, recognising that Primary Lenders and Investors are the focus of its business.

(b) The Bank’s shareholders are critical partners in shaping its success, and the Bank will
operate a profitable business that maximises value to shareholders.

(c) The Bank recognises the need to develop strategic alliances with local, regional and
international partners to ensure mutually beneficial returns in all its business endeavours.

(d) The Bank’s relationship will be professional, courteous, and responsive.
(e) The Bank will be seen as ethical in all its dealings.
(f)  The Bank believes that employees are an important asset, critical to the development

and execution of its Strategic Plan and it is the Bank’s responsibility to encourage and
nuture their professional growth

Charting the ECHMB’s Mission, Vision and Values in 1996

First Board of Directors 1996: Mr. Arthur P. Campbell, Mr. Henry Dyer, Mr. Calder Hart, Mr. Wayde Christie, Honourable Sir K.
Dwight Venner, Ms .Lydia V. Elliott (Corporate Secretary), Mr. Rawlinson Isaac, Mrs Claudina David and Mr. Rudolf van der Bigi
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Unveiling of the ECHMB in 1996
(left to right) K. Dwight Venner-Chairman; St. Bernard J. Sebastian-General Manager;

Claudina Davis-Director, Wayde Christie-Director & Farron T Lawrence-Manager-Corporate Finance

Chronology of the ECHMB

1995

� 5th April, an Act to give legal effect and to provide for the implementation of the provisions of
the Eastern Caribbean Home Mortgage Bank Agreement was assented to in Grenada

1996

� 22nd April, officially launched it operations and was accommodated within the offices of the
ECCB Financial Complex  in Basseterre, St. Kitts and Nevis.

� 22nd April, Mr. St. Bernard Sebastion was appointed as General Manager

1995 to 2012 by Calendar Year

The ECHMB’s journey over the years has made an indelible mark on the ECCU. From incorporation in
1995 to opening its doors on 22nd April, 1996, the Bank has demonstrated its commitments to excellence
and innovation. This has enabled the ECHMB to emerge as the premier institution for the provision of
liquidity and the investee of choice for corporate bonds.

As it moves to its 20th year of operations, the ECHMB is committed to  fulfilling its remit for the improvement
in the standard of living for all the citizens in the Member States.

Annual Report 2012
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� 18th June  held its first Executive Committee Meeting

� 21st September, International Financial Corporation (IFC) signed a Subscription Agreement
for the purchase of 10,000 shares

� 18th October, issued its First Bond in the amount of $20.27m

� The public Accounting firm of Pannell Kerr Forster (PKF) was appointed auditors

1997

� 15th October, issued its Second  Bond in the amount of $13.50m

� Received the full subscription to its 1st Tranche of Equity of $10.00m

� Recruited its full complement of staff of seven (7)

1998

� 22nd August, issued its Third Bond in the amount of $6.70m

� Purchased four (4) Pools of Mortgages amounting to $11.72m

1999

� 15 January, issued its Fourth Bond in the amount of $5.50m

� 14th June, issued its Fifth Bond in the amount of $11.30m

� 19th September, issued its Seventh Bond in the amount of $22.17m

� 19th October, issued its Sixth Bond in the amount of $19.07m

� Purchased three (3) Pools of Mortgages amounting to $12.42m

� Held its inaugural Home Ownership Day event in Saint Lucia

� Hosted its first Mortgage Underwriting Programmes in Antigua and Barbuda and St. Vincent
and the Grenadines in conjunction with the Canada Mortgage and Housing Corporation (CMHC)
and the Real Estate Institute of Canada (REIC)

2000

� Purchased three (3) Pools of Mortgages amounting to $15.06m

� Declared maiden dividend of $7.50 per share



11Eastern Caribbean Home Mortgage Bank

Annual Report 2012

2001

� 28th March, issued its Eighth Bond in the amount of $5.28m

� Purchased three (3) Pools of Mortgages amounting to $10.73m

� Declared dividend of $10.00 per share

2002

� 20th September, issued its Ninth Bond in the amount of $13.36m

� Purchased three (3) Pools of Mortgages amounting to $8.22m

� Invested $100,000 in the equity of the Eastern Caribbean Securities Exchange Limited. (ECSE).

� Declared dividend of $10.00 per share

2003

� 28th February, Issued its Tenth Bond in the amount of $13.81m

� Purchased one (1) Pool of Mortgages amounting to $20.06m

� Total Assets exceeded the $100.00m threshold, of which $66.71m invested in  Mortgages

� Resold $4.40m mortgages to a Primary Lender due to non-compliance with the terms and
conditions of the Sale and Administration Agreement

� Commenced registering its Bonds with the Eastern Caribbean Securities Regulatory Commission
(ECSRC)

� Declared dividend of $10.00 per share

2004

� 30th January, issued its Eleventh Bond in the amount of $17.45m

� 1st July,  issued its Twelfth Bond in the amount of $43.46m

� 1st  September, issued its Thirteenth Bond in the amount of $6.70m

� 30th September, issued its Fourteenth Bond in the amount of $18.77m

� Purchased three (3) Pools of Mortgages amounting to $13.74m

� Approved the creation of two (2) special reserve accounts, a Building Reserve Fund and a Portfolio
Risk Reserve Fund. Transfers of $1.5m and $1.0m from Retained Earnings were made to the
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respective Reserve Funds. After the initial transfers, annual allocations to each Reserve Fund
of 20% of profits, after the appropriation of Dividends are made.

� Bonds in Issue exceeded the $100.00m threshold

� Ms. Lydia V Elliott resigned as Corporate Secretary

� The staff complement was increased to eight (8).

� Declared dividend of $10.00 per share

2005

� Purchased two (2) Pools of Mortgages amounting to $4.62m

� Reported a Net Income of $2.39m, the first time in its operations exceeding the $2.00m threshold.

� Ms. Maria Barthelmy appointed as Corporate Secretary

� Declared dividend of $10.00 per share

2006

� Purchased two (2) Pools of Mortgages amounting to $7.61m

� 1st February, IFC entered into a Share Sale Agreement with a consortium of five financial
institutions for the sale of its 10,000 shares

� 31st December, the first Chief Executive Officer Mr. St. Bernard J Sebastian resigned

� Implemented a Defined Contribution Plan, effective 1st April 2005, with back service contributions
by ECHMB from the date of commencement of employment

� Declared dividend of $10.00 per share

2007

� 30th January, issued its Fifteenth Bond in the amount of $6.45m

� 14th March, The Home Mortgage Bank of Trinidad and Tobago sold its 20,000 shareholding to
CLICO International Life Insurance Limited, Barbados

� 1st June, Mr. Duleep Cheddie was appointed Chief Executive Officer

� 30th June,  issued its Sixteenth Bond in the amount of $43.25m

� Purchased five (5) Pools of Mortgages amounting to $40.63m
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� Implemented its three (3) year Strategic Plan based on a five-pillar strategic focus of (1)
Excellence in Product Delivery (2) Sound Financial Performance (3) Effective Risk Management
(4) Excellence in Corporate Governance and (5) Care and Development of the Human Resources

� A  new Organisation Chart was implemented with the creation of a new position of Accountant

� Declared dividend of $10.00 per share

2008

� 31st January, entered into an Agreement with the Caribbean Development Bank for a US$10.0m
Loan, repayable over nine years with a two year grace period

� 14th February, Caribbean Information & Credit Rating Services assigned the ratings of CariAA
(Foreign Currency Rating)  CariAA (Local Currency Rating) in its regional rating scale to the
notional debt issue of US$30.00m

� 28th February, issued its Seventeenth Bond in the amount of $16.21m

� Purchased twelve (12) Pools of Mortgages amounting to $80.96m

� The Mortgage Portfolio exceeded the $100.00m threshold

� Total Bonds in issue exceeded the $150.00m threshold

� Declared dividend of $10.00 per share

2009

� 23rd March, issued Series 1 of its Eighteenth Bond in the amount of $25.00m

� 26th August, issued Series 2 of its Eighteenth Bond in the amount of $28.34m

� 2nd July, issued its Nineteenth Bond in the amount of $49.56m

� 31st August, issued its 2nd and 3rd Tranches of Equity in the amount of $10.00m

� Purchased five (5) Pools of Mortgages amounting to $41.74m

� Total Assets exceeded the $200.00m threshold, of which $184.27m in Mortgages

� Total Bonds in Issue exceeded the $200.00m threshold

� Declared dividend of $10.00 per share

2010

� 31st  January, issued its Twentieth Bond in the amount of $21.19m

� 1st July, issued its Twenty-First Bond in the amount of $61.20m
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� 5th November 2010, issued its 4th Tranche of Equity in the amount of $16.76m

� Purchased four (4) Pools of Mortgages amounting to $38.24m

� Reported the highest ever Total Comprehensive Income before Impairment of $3.68m.

� Reported the highest ever Mortgage Portfolio of $247.14m in December

� Declared dividend of $10.00 per share

2011

� 25th March, issued Series 1 of its Twenty-Second Bond in the amount of $24.98m

� 1st July, issued Series 2 of its Twenty-Second Bond in the amount of $49.56m

� 26th August, issued Series 3 of its Twenty-Second Bond in the amount of $35.04m

� Resold four (4) Pools of Mortgages amounting to $42.85 due to excess liquidity at the Primary
Lenders

� Bond Portfolio reached $250.0m

� Declared dividend of $10.00 per share

2012

� 30th January, issued Series 1 of its Twenty-Third Bond in the amount of $27.64m

� Purchased one (1) Pool of Mortgages amounting to $10.27m

� A Term Deposit of $10.00m was placed with a Primary Lender

�    Declared dividend of $10.00 per share
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2012 Operational Highlights Compared With 2011  
 

 
 

Net Income is $5.60m, compared with $3.35m in 2011, 

achieved through a combination of savings on both 

Interest Expenses and Mortgage Administration Fees, 

and a substantially reduced provision for an Impairment 

Loss on Investment Securities, offset by lower Interest Income. 

 

              
 

 
 

Utilization of the Primary Issuance Platform of the 
Eastern Caribbean Securities Market (ECSM),  
enabled ECHMB to lower the coupon rate of its Bonds 
from an average of 6.0% in 2011 to an average of 4.47%  
in 2012.  
 
               
 

 

 

Stable dividend policy continues to strengthen 

 

development.  

 
        

 

 

 

Rolled-over three (3) Bonds in June/August 2011, and January 2012, in an aggregate 

amount of $112.24m, and achieved oversubscriptions of $72.20m. 

Excellent improvement in Interest Expenses resulted in improved Net Interest Income from 

38.37% to 41.54%. 

Strong growth in the Bank's Cash and Short Term Funds from $57.49m to $74.52m  

Maintained asset quality with only $125k losses on Short-Term Marketable Securities  

-per-Share increased from $16.14 

to $20.84. 

Return on Assets 

increased 

from1.02% to 1.70%  

Interest Cover 

improved from 

1.21 to 1.38  

Debt-to-Equity Ratio 
improved from 5.63:1 

to 5.26:1  
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Eastern Caribbean Home Mortgage Bank 

Five Year (5) Financial Trend         

 
 (expressed in Eastern Caribbean dollars) 

2008 2009 2010 2011 2012 YOY Change 

Year Ended 31 March  $'000 $'000 $'000 $'000 $'000 $'000 % 
 
OPERATING RESULTS   
 
Interest Income   13.40     16.01    21.59     25.21     25.55     0.34 1.35% 

Net Interest Income     5.28       6.49      8.51       9.54     10.61     1.07  11.22% 

Net Income for Year     1.89       2.38      1.18       3.35       5.60    2.25  67.16% 

 
FINANCIAL POSITION   

Total Assets  173.46   217.05   293.45 
  

330.19    329.39   (0.80) -0.24% 

Mortgage Portfolio 129.66   184.27  224.88   226.32   201.00  (25.32) -11.19% 

Investment Securities   26.10     13.10      2.60     21.25     31.13 9.88 46.49% 

Borrowings 152.58   193.77  259.27   277.00   274.00  (3.0) -1.08% 

Shareholders' Equity   18.89     20.27    30.10     49.19     52.11  2.97 5.94% 

 
SHARE INFORMATION   

EPS (Dollars) 18.90     23.75       9.46  
  

16.14  20.84  4.70 29.12% 

Gross Dividend     1.00       1.00      1.00       1.60       2.68  1.08 67.50% 

Net Assets per Share ($) 188.90   202.66  187.71   183.04   193.89  10.85 5.93% 

 
FINANCIAL RATIOS   

Net Interest Income 
  

39.37%  
  

40.55%  
  

39.43%  
  

37.84%  
  

41.54%  3.70% 9.78% 

Return on Total Assets 1.09% 1.09% 0.40% 1.02% 1.70% 0.68% 66.67% 

Interest Cover 1.23 1.25 1.09 1.21 1.38 0.17 14.05% 

Debt-to-Equity  8.08:1   9.56:1   8.61:1   5.63:1   5.26:1  (0.37)   -6.57%  
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Financial Highlights
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On behalf of the Board of Directors of the
Eastern Caribbean Home Mortgage Bank
(ECHMB), I am pleased to present the Annual
Report of the ECHMB with the audited financial
statements for the year ended 31 March 2012.

The Eastern Caribbean Currency Union (ECCU)
now finds itself at a critical point in its economic
history as it moves into the fourth year of
experiencing the effects of the global crisis. The
prolonged crisis has exposed the structural
conditions which characterise very small states
with limited populations and which are highly
vulnerable to external shocks and natural
disasters. The crisis has highlighted what has
been a secular decline in growth in the countries
of the ECCU over a protracted period of time
and the corresponding impact on the fiscal and
debt dynamics of such small economies.

Accordingly, after recording growth in economic
activity of 2.8 per cent in 2008, the ECCU recorded
three consecutive years of negative growth as real
output contracted by 5.4 per cent in 2009 and 2.6
per cent in 2010 and 1.0 per cent in 2011.  Over
the period, the decline in economic activity was
mainly associated with the contraction in major
sectors including tourism, construction and
wholesale and retail trade.

The impact of the crisis has been exacerbated by
its origins in the advanced countries, to which the
economies of the ECCU countries are closely
linked through trade, foreign investment and
immigration channels.

The major problems confronting the region are:

1. First, the ability to sustain growth at a level
that would create employment, lower
poverty levels and maintain and improve
human development indices;

2. Secondly, restoring fiscal balance and
reducing the high debt to GDP ratios to
sustainable levels; and

3. Thirdly, setting and maintaining levels of
financial stability compatible with an
increasingly risky financial environment.

The ECCU member states’ response to the crisis
has been to develop a comprehensive framework,
resting on two pivotal pillars. Member States:

1. Established an OECS Economic Union
including provisions for the creation of a
single financial space,  and

Chairman’s Statement

The Honourable Sir K Dwight Venner
Chairman, Board of Directors
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2. Continued to implement the ECCU
Eight Point Stabilisation and Growth
Programme.

The Economic Union Treaty provides the
political and governance arrangements to
facilitate a more self-sustaining process of
growth and development.

Article 4.1(e) of the new Treaty of Basseterre
creating the OECS Economic Union provides
for the establishment of a single economic and
financial space.

The single financial space would also facilitate
the consolidation of traditional institutions such
as banks, insurance companies and credit
unions, and enable the authorities to create a
much more effective and cost efficient
regulatory and supervisory regime.

The single financial space would be
characterised by:

a) An efficient and cost effective
payments system that facilitates
efficient processing of transactions
within and across territories;

b) Harmonisation of laws to govern the
financial system;

c) Consolidation of financial units
across the region to spur greater
competition.

The ECCB’s Monetary Council, in its Eight
Point Stabilisation and Growth Programme,
has set out in points 6, 7, and 8 the strategy
for addressing the issues in the financial
sector. This provides further impetus to the
single financial space in which there will be a
consolidated supervisory framework covering
all of the financial institutions, and a
rationalisation of the operations of major

institutions such as banks and insurance
companies.

The ECCB has already established a number of
regional institutions and markets which have
improved the financial infrastructure in the currency
union to better facilitate the growth and
development of the economies of the member
countries namely:

· The Eastern Caribbean Home
Mortgage Bank

· The Eastern Caribbean Securities
Exchange Limited, and

· The Eastern Caribbean Enterprise
Fund

 The Bank will also facilitate the creation of an
Eastern Caribbean Unit Trust (ECUT).

As a regional institution, the Eastern Caribbean
Home Mortgage Bank continues to play a

significant role within the single financial space.

The ECHMB celebrates another  year of successful
operations. To date the ECHMB has acquired over
one thousand, two hundred (1,200) mortgages from
fifteen (15) Primary Lenders with a total value of
$316.02m across seven (7) of the ECCU member
states. This is a remarkable achievement which
shows the impact of the institution within the
Currency Union.

Through the ECHMB’s mortgage underwriting
programme, two hundred and eighteen(218)
persons have received training in mortgage
underwriting which bodes well for effective risk
management.

Our Annual Home Ownership Day event continues
to be a useful forum aimed at homeowners and
prospective homeowners and is designed to
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promote prudent borrowing practices and
financial management, as well as to advise on
best practice in building construction and
building maintenance.  Twelve (12) such events
have been hosted so far and I am pleased to
report that the Board has agreed that ECHMB
should now host two (2) events annually.

The ECHMB remains a strong player in the
regional capital market. Despite the impact of
the global economic and financial crisis, the
ECHMB continues to successfully raise funds
through its bond issues. The institution has
raised $605.76m in corporate bonds over its
fifteen (15) years of operations with total
outstanding bonds $250.0m as at 31 March
2012. At least eighty (80) corporate and
individual investors have benefited from the
$105.5m interest payout.

For the financial year ended 31 March 2012 the
Bank generated a net income of $5.62m and
this is significantly higher than the net income
achieved over previous years as demonstrated
in the Chart below.

During the year the Caribbean Information and
Credit Rating Services Limited (CariCRIS) re-
affirmed the ratings of Cari AA-(Foreign
Currency Rating) and Cari AA-(Local Currency
Rating) on its Caribbean regional rating scale to
the US$30 Million notional debt issue of ECHMB.
We anticipate that the ECHMB’s sound business
model and the CariAA-rating should enable the
institution to continue to raise funds at
preferential rates.

The ECHMB has paid annual dividends every
year since 2000 resulting in total dividends pay
out to date of $14.04m. In addition, shareholders’
equity has increased from an initial contribution
of $10.0m to $52.11m in 2012. The price per
share has also increased from $100.0 to the last
issue price of $160.0.

Looking ahead the ECHMB will intensify its
efforts at developing the housing and home
finance industry and promoting services and
benefits to the industry.

Given the sector’s contribution to the ECCU
economies, a very in depth analysis of the sector
would enable the ECHMB to play a deeper role
and ensure that we offer appropriate products
to meet the needs of our clients.

As we move into another year of operations, I
would like to thank the shareholders for their
support over the years which enabled the
ECHMB to achieve its continued success. I also
thank the Board of Directors, management and

staff for their efforts during the course of the year.

The Honourable Sir K Dwight Venner
Chairman, Board of Directors
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Profile of the Board of Directors

The Honourable Sir K Dwight Venner

The Honourable Sir K Dwight Venner is
Governor of the Eastern Caribbean Central Bank
(ECCB), a position he has held since December
1989.He was appointed to the Board of Directors
of the ECHMB in 1996, representing the ECCB,
the Class A shareholder.

Prior to that he served in the position of Director
of Finance and Planning in the Saint Lucian
Government between November 1981 and
November 1989.

The Hon Sir Dwight is an Economist by training
and was educated at the University of the West
Indies, Mona, Jamaica where he obtained both
a Bachelor of Science (BSc) and a Master of
Science (MSc) Degree in Economics. He served
as a Junior Research Fellow at the Institute of
Social and Economic Research at the University
of the West Indies and then as a Lecturer in
Economics from 1974 to 1981.

He has written and published extensively in the
areas of Monetary and International Economics, Central Banking, Public Finance, Economic
Development, Political Economy and International Economic Relations.

Currently, he is a member of the Board of Directors of the Eastern Caribbean Securities Exchange
Limited, the Caribbean Knowledge and Learning Network, and a member of the Commission for Growth
and Development, World Bank. He is also Chairman the UWI Open Campus Council and was Chairman
of the OECS Economic Union Task Force.

The Hon Sir Dwight received the award of Commander of the British Empire (CBE) in 1996 in Saint
Lucia and was recognised as a Distinguished Graduate of the University of the West Indies on its 50th
Anniversary in July 1998. In June 2001 he was awarded Knight Commander of the Most Excellent Order
of the British Empire (KBE) in St Vincent and the Grenadines for services to the financial sector. In
October 2003, the Hon Sir Dwight was recipient of an honorary degree, the Doctor of Laws from the
University of the West Indies. In December 2011, he was awarded the Saint Lucia Cross for distinguished

and outstanding service of national importance to Saint Lucia.

Chairman
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Mr. Dexter Ducreay

Mr. Ducreay is the General Manager of A.C.
Shillingford & Company Limited, Dominica. He
holds a B Sc. (Hons) in Accounting from
St.John’s University-New York. He was
appointed to the Board of Directors in July
2008, representing Class D shareholders.

He is the President of the National Co-
operative Credit Union Limited, Dominica.

Mrs. P Bernadette Knight Roberts

Mrs. Knight Roberts holds a B. Comm. (Hons)
in Accounting, is a Certified Public Accountant
(CPA) of the United States of America and also
holds the Certified General Accountants
(CGA) designation from Canada. She recently
obtained a Masters of Science in Finance and
Financial Law.

Mrs. Knight Roberts was appointed to the
Board of Directors in July 2010, representing
Class C shareholders. Mrs. Knight Roberts
serves on the Diocesan Catholic Schools
Board in Antigua and is a member of the
executive of a local swim club.

Profile of the Board of Directors
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Mr. Gordon Derrick

Mr. Derrick is the Managing Director of G.D.E.C.
Limited, Antigua. Mr. Derrick holds a BSc./
Mechanical Engineering from the Florida Institute
of Technology and a MBA/Social Science from
UWI Cave Hill Campus, Barbados. He was
appointed to the Board of Directors in July
2008, representing Class C shareholders.

Mr. Derrick is the General Secretary of the
Antigua and Barbuda Football Association and
has been elected the new President of the
Caribbean Football Union. He is a Director of
Antigua Commercial Bank, ACB Mortgage
&Trust, Antigua and SCS Promotions Limited,
Antigua.

Mr. Louis A Williams

Mr. Williams is the Finance Manager of the
National Insurance Scheme, Grenada and
holds a Licentiate in Accounting from the
University of Camaguey, Cuba. Mr. Williams
was appointed to the Board of Directors in July
2010, representing Class B shareholders.

He is a Director of Gravel, Concrete & Emulsion
Production Corporation and is the Chairman
of the Board of Directors of the Presentation
Brothers College Secondary School, both in
Grenada.

Profile of the Board of Directors



     Eastern Caribbean Home Mortgage Bank24

Annual Report 2012

Report of the Directors

The Directors have the pleasure in submitting their
Report for the year ended 31st March 2012.

Financial Results and Dividends              $’000

Net Income attributed to shareholders     5,602

Final dividends of $10.00 per share
for 2011     2,687

Transfer to reserves     1,166

Net Income after distribution     1,749

Retained earnings at beginning of year     6,546

Retained earnings at end of year     8,295

The Directors have recommended a Dividend of $10.00
per share for the year ended 31st March, 2012,
amounting to $2.68m.

Article 15 of the Eastern Caribbean Home Mortgage Bank Agreement provides that (a) a director holds
office for two 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, (c)  A director appointed to fill a
vacancy holds office for the un-expired term of his predecessor.

The two year term of the current Board of Directors expires at the 17th Annual General Meeting in 2012,
and all Members are eligible for re-appointment except that Mrs. P Bernadette Knight Roberts who has
indicated that she will not be offering herself for re-election.

Auditors

Article 23 of the Eastern Caribbean Home Mortgage Bank Agreement provides the 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.

Directors

Ms Maria Barthelmy
Corporate Secretary
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Report of the Directors

PKF, Chartered Accountants and Business Advisors, has been ECHMB’s Auditor from commencement
of operations in 1995 and since good corporate governance recommends rotation at least on a five (5)
year basis, it was agreed at the Annual General Meeting in September 2011 that tenders should be
invited from suitably qualified firms for the provision of audit services.  After evaluation of the bids, it is
recommended that PriceWaterhouseCoopers, St. Kitts Branch, be appointed as Auditor until the
conclusion of the next Annual General Meeting.

Substantial Interests in ECHMB’s Share Capital as at 31, March 2012

There have been no changes in these interests occurring between the end of the ECHMB’s financial
year and the date of the Notice convening the Annual General Meeting.

At no time during or at the end of the financial year did any Director have any material interests in any
contract or arrangement in relation to the business of the ECHMB.

BY ORDER OF THE BOARD

Maria Barthelmy (Ms)
Corporate Secretary

5 July, 2012
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Introduction

The Board is steadfast in maintaining high standards of Corporate Governance with a view to
enhancing stakeholder value, increasing investor and bondholders confidence, preserving the
trust of Primary Lenders and building a competitive organisation.

Statement on Corporate Governance



27Eastern Caribbean Home Mortgage Bank

Annual Report 2012

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.

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 includes the
following:-

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

� identifying and managing principal risks
affecting the Bank;

� reviewing the adequacy and integrity of the
Bank’s internal control 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 corporate
organisation structure.

.

Director independence

The Board consists entirely of Non-Executive
Directors which help to provide strong and
effective oversight over management. The
Directors do not participate in the day-to-day
management 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.

Further, 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:-

� ability to challenge the assumptions,
beliefs or viewpoints of others with
intelligent questioning, constructive
and rigorous debating, and
dispassionate decision making in the
interest of the Bank;

� willingness to stand up and defend his
own 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.
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Corporate Secretary

The Corporate Secretary, is responsible for
advising the Board on issues relating to
compliance with the relevant laws, rules,
procedures and regulations affecting the Board
and the Bank, as well as best practices of
governance. The Corporate Secretary 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
a transaction involving the Bank, prohibition on
dealing in securities and restrictions on
disclosure.  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 came 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, shall not be present or take part in the
proceedings of any Meeting at which the matter
is being discussed or decided by the Board.

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 not less than three
Directors drawn from three different classes of
shareholders, the General Manager and the

financial officer of the Bank, to supervise asset
and liability management and examine and
approve financial commitments in accordance
with the regulations and policies established by
the Board. The Committee is comprised of the
following members:-

�  The Honourable Sir K Dwight
Venner – Chairman

� Gordon Derrick

� Dexter Ducreay

� P Bernadette Knight Roberts

� Duleep Cheddie

� Randy Lewis

Audit Committee

The Audit 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 executive management
and the external auditors. The Committee is
comprised of the following members:-

� Dexter Ducreay  - Chairman

� P Bernadette Knight Roberts

� Louis A Williams

The 2012 activities of the Committee included:

� reviewing compliance with financial
covenants;

� reviewing and approving the
external audit plan and timetable;

� evaluating the performance of the
External Auditors and approving
their audit fees;

� approving the 2011 audit
engagement letter;
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� reviewing the 2011 audited
accounts and draft Annual Report
and recommending approval to the
Board.

� reviewing the External Auditors’
2011 management letter and report
on the audit;

� reviewing the monthly
management accounts;

� examining the implications of
changes to International Financial
Reporting Standards;

� approving the 2011Internal Audit
Plan, reviewing Internal Audit
reports and monitoring
Management action on the
recommendations; and

� reviewing the Annual Operating
Budget for 2012 and
recommending approval to the
Board;

In addition, the Committee continued its work to
strengthen the Bank’s risk management
framework, and some of the main
accomplishments during 2012 were:

� Update of the Treasury Risk
Management System.

� Review of country exposure to
manage the exposure limits to any
one country or group of Primary
Lenders.

Human Resources Committee

The Human Resources Committee is responsible
for staff compensation and the approval of
amendments to staff policies. The Committee is
comprised of the following members:-

     The ECHMB Best Practice

� Since incorporation, the 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 Article 14 of
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
determined necessary by each
Committee.

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

� The Audit Committee meets separately
with the Internal  Auditor.

� Gordon Derrick - Chairman

� Dexter Ducreay

� Louis A Williams

Strategy Committee

The Strategy Committee considers and
approves the ECHMB’s Strategic Plan and
is comprised of the following members:-

� Gordon Derrick - Chairman

� Dexter Ducreay

� P Bernadette Knight Roberts

� Louis A Williams
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ECHMB SHARES

� Since 1997, the book value of ECHMB’s shares has exceeded  the purchase price of   -
--the shares.

� The shares recorded a return of 10.0% of purchase price from 2001 to 2009, and        -
--6.25% on the appreciated value from 2010.

� For the last ten (10) years the Bank paid a dividend of $10.0 per share.

ECHMB Share Purchase Price and Book Value
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ECHMB Dividend and Reinvestment Plan

The Bank will continue to reward shareholders via a high dividend payout ratio while being
prudent in preserving capital through the build-up of Retained Earnings

ECHMB Credit Rating
Caribbean Information and Credit Rating
Services Limited (CariCRIS), the
Caribbean’s regional credit rating
agency, reaffirmed the assigned ratings
for ECHMB of CariAA- (Foreign
Currency Rating) and CariAA- (Local
Currency Rating) on the regional rating
scale to the debt issue of the size of US
$30 million. These ratings indicate that
the level of creditworthiness of this
obligation, adjudged in relation to other
obligations in the Caribbean, is high.  the
ECHMB remains committed to
maintaining an investment grade rating
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Chief Executive Officer’s Statement

Duleep Cheddie
Chief Executive Officer

“We delivered another record profit of $5.60m in 2012
and exceeded our headline key performance
indicators by healthy margins. The Bank has
maintained the remarkable trend of reporting a Net
Income in each year of operations.”

� Net Income for Year increased by $2.25m

to $5.60m

� Earnings-per-Share increased from
$16.14 to $20.84

� Shareholders’ Equity increased from
$49.19m to $52.11m

� Cash and Cash Equivalents increased
from $57.49m to $74.52m

Expanding Across the ECCU

As endorsed in the Bank’s three (3) year
Strategic Plan, expansion in the ECCU is well
on track. The Bank has employed a very
successful face-to-face marketing strategy and
as a result, has experienced huge growth in its
main markets. Notwithstanding, the Bank has
encountered difficulties in accessing Dominica’s
market due to a combination of adequate local
liquidity, a dwindling working population and a
slight shrinkage in the mortgage market. The
active markets remain Saint Lucia, St. Vincent
and, to some extent, Grenada.

Management is actively engaged in tailoring the
services of the Bank to cater to the requirements
of Primary Lenders and this fits with the ethos
of responding to their needs in a timely manner.
The recently concluded transaction with a
Primary Lender in Grenada which consisted of
part acquisition of a $10.0m Pool of Mortgages
supplemented with the placement of a $10.0m
Term Deposit is an example of the Bank’s
flexibility in meeting the liquidity requirements
of its target market. More importantly, the
ECHMB’s services and operations have not
been confined to the larger commercial banks.
As at 31st March 2012, 33.00% of the Bank’s
Mortgage Portfolio had been acquired from
Credit Unions, Building Societies and
Development Banks. Additionally, the Bank has

The execution of the Bank’s three (3) year
Strategic Plan continues to deliver the anticipated
results and Management firmly remains of the
opinion that the existing five (5)-pillar strategic
focus of (1) Excellence in Product Delivery (2)
Sound Financial Performance (3) Effective Risk
Management (4) Excellence in Corporate
Governance and (5) Care and Development of
the Human Resources are still very much
relevant to the current environment of the Bank.
Some of the major financial highlights of the Bank
in 2012 compared with 2011 are presented below:

� Total Income increased from $25.22m to
$25.55m
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Notwithstanding the Bank’s expansion across
the ECCU, efforts have been undertaken to
reduce risks while ensuring that the Bank
earns an acceptable return on its assets.
Management has ensured a suitable match-
ing of assets and liabilities and thus guaran-
teeing  that the Bank continues to earn an
interest rate spread of at least two percent
(2.0%) on its transactions.

The Bank’s consistent profitability, excellent
asset diversification, low risk business model
and the attainment of a credit rating have all
been instrumental in increasing the profile and
marketability of the Bank’s corporate bonds.

The ECHMB continues to collaborate with the
institutions which form the pillars of the Money and
Capital Market in the ECCU. The ECHMB has issued
corporate bonds totaling $605.76m and has paid in
excess of $105.52m in bond interest over the last
fifteen (15) years of its operations. Initially, Bonds
had been issued at Fixed Price Auctions mainly under
public offer. However, over the last two (2 years),
the Bank has adopted a policy of issuing Bonds by
Competitive Bid Auction on the Eastern Caribbean
Securities Market using the primary issuance platform
of the Eastern Caribbean Securities Exchange
(ECSE), thus allowing competition in the market to
determine the interest rates. As at 31st March 2012,
the ECHMB had Bonds under private issue
amounting to $16.60m with public issues accounting
for $233.40m. The net benefit of public issuance has
been the continued oversubscriptions of the Bank’s
funding instruments and the resultant lower pricing.

Oversubscription of the Bank’s Last Four
(4) Bonds Placed on the ECSE

Developing the Money and Capital
Market

Breakdown of Mortgage Portfolio
by Institutions
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One of the critical factors in the Bank’s success
in its funding efforts is the strong relationship
forged with the Broker/Dealers within the ECCU.
Our joint marketing efforts have enabled
synergies in road shows, and face-to-face
marketing with prospective investors. In recogni-
tion of our successful collaborations in raising
$112.24m in Bond Financing in 2012, the Bank
has received a number of awards from Financial
Investment & Consultancy Services Ltd.

Investing in the Transformation to
More Efficient Services

In 2012 ECHMB commenced the process of
enhancing its information technology
infrastructure, with the objective of enhancing
speed and cost effective internal
communication.  Following a decision to
upgrade the IT platform in the Mortgage
Underwriting Department, the first of two phases
has been successfully concluded. Phase (2) two
of the project involves improved
communications with Primary Lenders to
increase the speed of identifying, transmittal and
recording changes to the Mortgage Portfolio.
The full roll-out of this initiative should result in
significant reductions in the lead-times in which
monthly reconciliations are completed with
Primary Lenders.

The Bank also intends to refresh its brand
by redesigning its website and leveraging
this medium for the dissemination of
information which covers the basics of
home ownership, maintenance and finance
arrangements.

Touching Communities

2012 represents the second year of
sponsorship to a needy community within
the ECCU,  the Bank donated $7k to the
Mahaut Senior Citizens Home, Dominica,
towards ongoing refurbishment.  This
initiative represents the Bank’s sponsorship
commitment which is rotated on an annual
basis.

Nurturing Future Leaders

The ECHMB participates in the annual
school job placement programmes
sponsored by the Government of St. Kitts
and Nevis, designed to give students early
exposure to the work environment. In
addition, the Bank has facilitated temporary
employment to young school leavers and
has provided mentorship in the areas of
accounting, mortgage underwriting and
administration professionals.  Managers of
the Bank have also assisted with the annual
Junior Achievement Programme and the
Financial Information Month events.

Development of Staff

The ECHMB continues to be a preferred
employer and its three (3) year Strategic
Plan continues to endorse many initiatives
for the training and development of staff.
During 2012, the Bank appointed KPMG
as Lead Consultant to conduct a
Comprehensive Review of Human
Resources Management System, an
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initiative designed to enhance the strengths of
staff while devising strategies to eliminate
inherent weaknesses. KPMG was also tasked
with developing strategies to eliminate any
inefficiency in the structure of the organization
which may inhibit the staff from achieving
optimum output.

The Bank continues to invest in education and
training and during 2012, over $35k was invested
in training courses covering corporate
governance, international financial reporting
standards, mortgage underwriting, information
technology and administration professional
practices.  Further, the Bank continues to
encourage enrollment in professional bodies and
facilitate staff participation in professional
development courses.

Staff Changes

Two staff changes were made during the year.
After ten (10) years of service the Manager,
Information Technology, Mr. Derrick Leonce
resigned from the Bank. Mr. Justin Skeete, a
native of St. Kitts and Nevis was appointed as a
replacement.  After five (5) years of service, Mr.
Senator Samuel resigned as Financial Controller
and was replaced by Ms. Shanna Herbert, a
native of St. Kitts and Nevis. The Bank would
like to thank Messrs. Leonce and Samuel for
their contributions over the years.

Prospects

The Bank continues to consolidate its excellent
platform and is poised to exploit the opportunities
which are likely to be presented in 2013. The
Bank intends to continue to develop its risk
management capabilities through training of its
staff and the strengthening of our policies. In
addition, we intend to improve the diversification
of our asset base by continuing to focus on
penetration of the market in Dominica. Most

importantly, the Bank will continue to implement
strategies to enhance its relevance in the ECCU.

I am profoundly grateful to the Chairman and the
Board of Directors for their support and guidance
in undertaking the strategic decisions of the Bank.
Likewise, many thanks to my colleagues for their
support and to our valued business associates
whose continued relationships would no doubt
enable the ECHMB to achieve its mandate across
the ECCU.
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THE TEAM
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Financial Review

“Our results were above expectations and
demonstrated that the Bank’s fundamentals
remain strong for future growth and expansion.”

Randy Lewis
Manager, Corporate Finance

Financial Highlights 2012 Compared
With 2011

� Net Interest Income Percentage increased
by 3.17% from 38.37% in  to 41.54%.

� Return on Total Assets increased from
1.02% to 1.70%

� Debt-to-Equity Ratio improved from 5.63:1
to 5.26:1

� Dividends rose by $1.08m (67.59%) to
$2.69m

� Return on Shareholders’ Equity improved
from 6.81% to 10.75%
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NET INTEREST INCOME

As a result of the excellent management of the Bank’s
liquid assets and control of Interest Expenses, Net
Interest Income for 2012, the difference between
Interest Income of $25.55m and Interest Expenses
of $14.94m, amounted to $10.61m, or 41.54%,
compared to 38.37% in 2011.

Net Income for 2012 totaled $5.60m, an
increase of $2.25m or 67.16% when
compared with $3.35m in 2011. However, a
significantly lower provision has been made
in 2012 for Impairment Loss on Investment
Securities with CLICO which is considered
resonable, on the basis that (a) the cumulative
provision at the end of 2011 was 75%, and
(b) while the overall position on realisibility is
still blurred, there is the expectation of a
return.  In 2011 a provision of 50% of the
residual value had been made.  For ease of
comparison, and adjusting for the Impairment
Loss, the restated Net Income for 2011 totaled
$4.60m, and the growth in Net Income
reduced to $1.13m, or 24.45%.

Total Interest Income for 2012 increased by
$0.33m (1.30%) to $25.55m. In 2012,
Mortgage Income declined by $3.24m
(15.59%) to $17.52m. In light of the challenges
of a declining Mortgage Portfolio,
Management recognised that the increased
profitability of the Bank was partly contingent
on the compensating factor of containment
of costs.

Interest Expenses account for over 75% of
the Bank’s annual costs, and this cost centre
became the focus of Management. Unlike
prior Bonds which have been issued at Fixed
Price Auctions, Management adopted a policy
of Competitive Bid Auction for the Second (2nd)
and Third (3rd) Tranches of the 22nd Bond
issued in June 2011 and August 2011
respectively and the First Tranche of the 23rd

Bond in January 2012. This allowed
competition in the market to determine the
rates. The resultant savings are presented in
the table below.

In addition, and this clearly demonstrates the
importance of diversifying the funding sources, the
rate on the CDB Loan decreased further from its
original rate of 6.1% in 2007 to 4.09% in 2011 to 3.66%
in 2012. Total Interest Expenses amounted to
$14.94m representing a decrease of $0.60m, or
3.86% when compared with $15.54m in 2011, noting
however that the full benefits of lower bond rates will
chrystalise on an annualised basis.

Interest Savings on refinancing of bonds
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in 2012, resulting in Return on Total Assets
increasing from 7.64% in 2011 to 7.76% in 2012.

FINANCIAL RATIOS

On account of the Bank’s excellent allocation of
assets and efficient management of liabilities,
Earnings per Share (EPS) improved from $16.14
in 2011 to $20.84 in 2012, while Return on Total
Assets improved from 1.02% to 1.70%.

The improved profitability of the Bank has
resulted in Debt-to-Equity Ratio being lowered
from 5.63:1 in 2011 to 5.25:1 in 2012.  This was
largely achieved through the Bank’s stable
dividend policy which continues to strengthen
its capital position for future growth and
development, and, for example, under which
52.03% of Net Income for 2012 will be retained.

NON-INTEREST EXPENSES

Non-Interest Expenses amounted to $5.06m for
2012, compared with $6.34m in 2011, however
noting a significantly lower provision has been
made in 2012 for Impairment Loss on Investment
Securities with CLICO, of $0.13m compared to
$1.25m in the previous year.  For ease of
comparison, and adjusting for the Impairment
Loss, the Bank actually realised savings of
$0.16m from restated Non-Interest Expenses,
reducing from $5.09m to $4.93m. These cost
savings were largely achieved through lower
Depreciation and Amortization expenses, offset
by unexpected Recruitment Costs, the
resignations  of the Financial Controller and the
Manager IT, triggered the need to canvass the
wider sub-region.  Additionally Professional Fees
classified under Ancillary Services were largely
due to the engagement of KPMG as Lead
Consultant to conduct a Comprehensive Review
of Human Resources Management System.

STATEMENT OF FINANCIAL POSITION

On account of the repurchase of $23.71m in
Mortgages by Primary Lenders and the Bank’s
very successful funding programme, Cash and
Cash Equivalents increased by $17.03m to
$74.52m in 2012. However, due to the
significantly lower acquisition of Mortgages, the
Bank increased its investments in Short-term
Marketable Securities by $10.00m to $31.13m;
this not only served as a basis of strengthening
the Bank’s relationship with a Primary Lender,
but had the dual effect of reducing its holdings
in Cash and Cash Equivalents. Further, the Bank
continued to reduce its concentration to any one
Primary Lender or group of lenders to less that
25.0% of Total Assets. Total income generating
assets increased from 98.07% in 2011 to 98.82%
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Review of Research & Marketing

During the period
under review, the
Research and
M a r k e t i n g
Department worked
on a number of
ongoing initiatives
in keeping with the
overall mandate of
the ECHMB:-
“ H o m e
Ownership Day”
Event
On 18th June 2011,
the ECHMB
successfully hosted

“ECHMB recognises that when homeowners
and prospective homeowners become better
informed on all concepts of homeownership,
they are able to make responsible personal
financial decisions”.

Dennis Cornwall
Manager, Research and Marketing

its 12th Annual “Home Ownership Day” Event in the
Commonwealth of Dominica. Homeowners and
prospective homeowners were afforded the
opportunity to interact with the various stakeholders
and professionals in the residential housing
construction industry. These stakeholders include
financial institutions, architects/planners, lawyers,
contractors, engineers, physical planners and
government policy-makers. Interviews promoting the
Home Ownership Day Event and some news items
on the Event were aired on Kari FM Radio and
Dominica Broadcasting Station (DBS) for the benefit
of the wider community/population.

Approximately one hundred and thirty (130)
participants benefited directly from the information
disseminated, while a much larger number of
persons were indirectly reached through the
information provided via the media houses in the
Commonwealth of Dominica.

In light of the huge success of these Events,
Management has proposed and the Board has
endorsed that the Event should now be held at six-
month intervals, working closely with the Marketing
Departments of Primary Lenders, and thereby
benefitting from synergies in cost sharing and access
to their extensive local networks.

Research on the Residential Housing Sector in
the ECCU

In further fulfillment of its mandate, the ECHMB has
attempted to become the repository for information
on the housing sector in the ECCU.

During the period under review, the ECHMB in
conjunction with ECCB have revisited the matter of
data collection on the housing sector in the ECCU,
recognising the importance of the construction sector

Previous Home
Ownership Day
Events
1999 St. Lucia
2000 Antigua
2001 Dominica
2002 Grenada
2003 St. Vincent
2004 St. Kitts
2005 Anguilla
2006 Grenada
2008 St. Vincent
2009 Montserrat
2010 St. Lucia
2011 Dominica
2012 Antigua
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to the overall development of the economies. The
construction sector and in particular the
residential housing sector constitutes a major
pillar of growth and employment in the region.
Based on the importance of having information
on the sector, it has become necessary for
continuous research on the various aspects or
drivers of this sector. In that regard, terms of
reference have been developed and adopted by
both institutions, and a Joint Task Force has been
established.

Work programmes have been established and
currently work is ongoing to collect, collate and
disseminate information on the housing
construction sector. As a first step, the task force
efforts would be concentrated on the housing
situation in St. Kitts and Nevis. Once this process
is completed, a similar template/format will be
rolled out in the other member territories. The
types of data needed include: data from the
Population and Household Census 2011, building
permits granted, construction starts, cost of
labour and material related to construction,
interest rates on mortgages, availability of
finance,  incentives for the residential construction
sector, housing policies, quality and quantity of
the work force engaged in construction, number
of residential properties, professional
associations, tradesmen association, valuation
of properties.

The ECHMB encourages all stakeholders to
participate in this process. The housing data is
critical in determining whether or not the demand
for housing in the ECCU region is met and the
research work that is currently being undertaken
would give stakeholders a better understanding
on the future of the residential housing stock in
the ECCU.
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Key Mortgage Transactions 2012

� Purchased Mortgages amounting to $10.00m from one
(1) Primary Lender in Grenada.

� Two (2) Primary Lenders domiciled in St. Lucia
repurchased $23.71m in Mortgages.

� The Mortgage Portfolio declined by $25.32m (11.19%)

�  Total proceeds resulting from principal repayments
amounted to $9.44m.

�  Average yield on the Mortgage Portfolio amounted to   --
-8.64%“Notwithstanding the repurchase of

Mortgages by Primary Lenders,
ECHMB  remains  committed to building
a strong and viable  Mortgage
Portfolio.”

Cynthia Joseph
Manager, Mortgage Underwriting

Review of the Mortgage Portfolio

Breakdown of the Mortgage
Portfolio by Country
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Mortgage acquisition had proven difficult in
2012 following the hugely successful
acquisitions of $62.12m, $49.75m and
$30.00m respectively over the preceding three
(3) financial years, due to a combination of
surplus liquidity in certain sections of the
banking system combined with the
unsatisfactory financial position of some
institutions seeking liquidity support.  The
Mortgage Portfolio was further adversely
affected during 2012 by the repurchase of
mortgages in the amounts of $20.17m and
$3.5m by the ECFH Group and Financial
Investments and Consultancy Services
Limited respectively, both of Saint Lucia. As a
result, the Mortgage Portfolio decreased by
$25.32m or 11.19% to $200.11m in 2012

The Sale and Administration Agreements
which govern the purchase of mortgages make
provision for repurchase of those mortgages
by Primary Lenders.  The Bank recognises that
liquidity is circular, and three Primary Lenders
have exercised the option to repurchase
mortgages in the calendar year 2011, in
aggregate $42.89m, citing at the time the
increased level of liquidity both in the market
and at the institutions themselves, with limited
investment opportunities.

St. Vincent and the Grenadines continues
marginally to be the Bank’s strongest market
with 20.53% of Total Mortgage Portfolio,
closely followed by Saint Lucia at 20.37%.
Overall, the Mortgage Portfolio in St. Lucia
declined by $24.77m (37.72%) in 2012 when
compared to 2011. The market of Grenada has
recorded the biggest gain in 2012 with an
increase of $10.04m (48.53%).
Notwithstanding the decline in the Mortgage
Portfolio, the average return was recorded at
8.64% comparative with previous years.

The Bank continues to ensure that concentration
risk is within stipulated guidelines and during 2012
the largest exposure in mortgages to any one
island was reduced to 20.53%. The acquisition
of mortgages on “a with recourse” basis continues
to insulate the Bank from the need to make
provision for losses through impairment.
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Financial Statements

Financial Statement
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REPORT OF THE AUDITORS TO

THE SHAREHOLDERS OF

EASTERN CARIBBEAN HOME MORTGAGE BANK

We have audited  the accompanying financial statements  of   Eastern Caribbean Home Mortgage Bank which comprise the statement
of financial position  as at   31 March 2012, and the statement of comprehensive income, statement of  changes in equity and  statement
of cash flows for the year then ended and a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management  is responsible for the preparation and fair presentation of these financial statements   in accordance with International
Financial Reporting  Standards, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our audit in accordance
with  International Standards on Auditing.  Those standards require that we comply  with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.  The
procedures selected depend on the auditors’ judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate for the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

/P.O. Box 335/” Independence House”/North Independence Square/Basseterre/St. Kitts
Tel:(869) 465-2215/465-2746/4664925   Fax: (869)466-2091/465-1098 Email: pannell@sisterisle.kn

Partners: Omax A.E. Gardner    Wilbur A. Harrigan, OBE
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TO THE SHAREHOLDERS OF

EASTERN CARIBBEAN HOME MORTGAGE BANK

Opinion

In our opinion, the Financial Statements present fairly, in all material respects the financial position of Eastern Caribbean Home
Mortgage Bank as of  31 March 2012, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Chartered Accountants:

BASSETERRE - ST KITTS
28 June 2012
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Eastern Caribbean Home Mortgage Bank (ECHMB)
ECCB Complex, Bird Rock Road

P.O. Box 753
Basseterre, St.Kitts, West Indies

Tel: (869) 466-7869  |  Fax: (869) 466-7518
Email: info@echmb.com


