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2.1 General Discussion and Analysis of Financial Condition 

2.1.1  Despite the challenging economic conditions, the ECHMB has recorded a Net Profit 

for the three (3) month period ended 30th June, 2017 of $1.02M; which has 

surpassed the prior comparative period by $0.39M or 61.89%.  This improved 

performance is as a result of the revised strategy, aimed at revamping the business 

model and broadening the scope of operations to a more expanded role in 

developing the ECCU money and capital markets.   

2.1.2 The ECHMB has reduced its reliance on its Mortgage Loans Portfolio by 

diversifying into fixed income instruments.  Consequently, the ECHMB’s new 

income model has resulted in a shift in the Bank’s principal interest generating 

assets from Cash and Cash Equivalents and Mortgage Loans to Investments 

Securities.   

2.1.3 Notwithstanding the change in focus, the Bank still actively seeks opportunities 

within the Secondary Mortgage Market in the ECCU, and has added two new 

mortgage products to our portfolio in the form of Mortgage Credit Facilities and 

Mortgage Pledged Loans.  However, as observed over the last three (3) years, the 

high levels of liquidity in the market has precluded the need for financial 

intermediaries to access funding on the Secondary Mortgage Market.  In light of 

increasing liquidity in the markets, the repurchase of pools of mortgages from the 

ECHMB is anticipated to continue. 

2.1.4 As part of its mandate to expand the money and capital markets, the ECHMB’s focus 

is on absorbing the increased liquidity through the issuance of additional short term 

instruments.  During the 2018 financial year, it is the intent to introduce a new 

funding programme to the ECCU. 

2.1.5 The new mandate for the ECHMB continues to focus 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.  
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 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. 
 

2.1.6 In the 2018 financial year, the focus will be on diversifying our asset base 

internationally, due to the continued scarcity of investment grade long-term 

instruments, coupled with declining coupon on money markets.  As such, the 

ECHMB’s current focus would be: 

1. Restructuring the operations of the ECHMB; 

2. Placing greater emphasis on the Bank’s corporate social responsibility; 

3. Filling the gaps in the money and capital market in the ECCU; and 

4. Promoting strategic partnerships. 

 
 
2.2 Discussion on Liquidity and Capital Resources 

2.2.1  For the three (3) month period ended 30th June 2017, the Bank reported $18.29M 

in ‘Cash and Cash Equivalents’.  When compared to year ended 31st March 2017, 

the net cash flow position increased by $11.60M from $6.70M.   

2.2.2 This increase in ‘Cash and Cash Equivalents’ is primarily on account of proceeds 

from the maturity of marketable securities, which were not reinvested at reporting 

date.  Additionally, during the three (3) month review period, the Bank reported 

modest cash inflows from principal repayments and repurchases of mortgages 

($3.94M).   

2.2.3 The Bank intends to reinvest these funds, which have accumulated from matured 

investments.  Notwithstanding this intent, it is noted that the level of cash 

resources maintained are adequate to meet its operational requirements.   

2.2.4 As regional liquidity continues to increase, it is anticipated that there would be 

limited opportunities for the ECHMB to purchase mortgages on the Secondary 
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Market, while Primary Lenders continue to repurchase their mortgage pools.  

However, the adoption of the Bank’s new strategy with respect to investing on 

regional and international markets would serve to insulate the Bank from 

significant adverse effects on income. 

2.2.5 Except for the above mentioned, there were no additional major trends, 

commitments, demands or events that materially affected the liquidity situation of 

ECHMB.    

2.2.6  Financial Results 2017/18: Statement of Financial Position (Unaudited as at three 

months ended 30th June 2017): 

2.2.6.1  Assets under Management totaled $245.09M as at 30th June 2017.  This 

value represents a slight increase of $0.92M or 0.38%, when compared to 

the audited value at 31st March 2017.  This increase in the Asset Base was 

primarily driven by the retention of the current period’s profit ($1.02M).   

2.2.6.2 The ECHMB’s Investment Securities Category represented 80.58% of its 

Assets under Management at 30th June 2017.  This translated into total 

Investment Securities of $197.51M. 

2.2.6.3 The Bank’s Debt to Equity ratio improved from 3.12:1 as at 31st March 2017 

to 3.07:1 at 30th June 2017.   

2.2.6.4  The Bank maintained adequate cash resources to meet its operational 

requirements.  (Additional detail were provided in Section 2.2).  
 

 

 

2.3   Overview of Results of Operations  

2.3.1    Financial Results 2017/18: Statement of Comprehensive Income (Unaudited for three 

months ended 30th June 2017): 

2.3.1.1  The illustration overleaf shows the profitability position for the three (3) months 

period ended 30th June 2017 versus the corresponding three (3) months period of 

the prior year:   
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For Three (3) Months -3oth June  2017 
$’ Millions 

2016 
$’ Millions  

Income Statement Extracts     
Interest Income 2.69 2.78  
Interest Expense (1.04) (1.57)  
Net Interest Income 1.65 1.21  
Other Income 0.05 0.08  
Operating Income 1.70 1.29  
Non-interest Expenses (0.68) (0.66)  
 

1.02 0.63  
Net Profit for the three (3) Months 
  

   Key Performance Metrics 
Net Interest Income Percentage 61.20% 43.39%  
Return on Total Assets (Annualized) 1.66% 1.03%  
Interest Cover ratio 1.97 1.40  

Debt-to-equity ratio 
 

3.07:1 
 

3.16:1  

Mortgage Loans Portfolio $28.95M $41.61M  
Investment Securities $197.51M $184.19M  
Assets under Management $245.09M $244.25M  
Borrowings $184.68M $184.97M  
Full time employees 8 6  

 

2.3.1.2 When compared to the prior year’s position, net profit for the three (3) months 

ended 30th June 2017 has increased by 61.89% ($0.39M).  The favourable profit 

position is attributed to the cost savings experienced by virtue of the Bank’s lower 

cost of funds, which decreased by $0.53M or 33.64% to $1.04M. 

2.3.1.3 All key performance metrics have improved when compared to one year prior. 

2.3.2  Interest Income 

2.3.2.1 Year-over-year, the ECHMB’s Interest Income has declined slightly by $0.09M (or 

3.18%) to $2.69M reported for the three (3) months ended 30th June 2017.  The 
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year-over-year decline is attributed to reduced earnings from the Mortgage Loans 

Portfolio, which coincides with the reduced mortgage portfolio (2017: $28.95M; 

2016: $41.61M). 

 

2.3.2.2 The table below shows that in the current period, the highest contributor to the 

Bank’s Interest Income is Bonds, which account for 40.86% of the Total Interest 

Income; followed by Term Deposits, which account for 31.56%. It is noted that in 

the prior year (2016), the Mortgage Loans Portfolio was the highest contributor at 

35.75% of Total Interest Income as compared to 23.22% in the current period.  This 

is primarily due to the change in strategy adopted by the ECHMB. 

Interest Income Analysis 
        

  Jun-17 Jun-16 

  $ % $ % 
Mortgage Loans           624,544  23.22%           993,183  35.75% 
Bonds        1,099,223  40.86%           716,884  25.80% 
Term Deposit          848,945  31.56%           959,735  34.54% 

Treasury bills            112,192  4.17%           103,246  3.72% 
Other Interest               5,243  0.19%               5,466  0.20% 
Total Interest Income     2,690,147  100.00%      2,778,514  100.00% 

 
2.3.2.3 The strategy of diversifying earnings via the investment portfolio continues to 

insulate the ECHMB against the risk of repurchase by Primary Lenders.  It also 

reduces the concentration risk to Primary Lenders, which adversely impacted 

income in prior financial years.  

        
Change 

from 
(EC$ in millions, except as noted)    2016 
For Three (3) Months -30th June  2017 2016  % 
Mortgage Loans portfolio 0.62 0.99  -37.12% 
Interest on bonds 1.10 0.72  53.33% 
Term deposits 0.85 0.96  -11.54% 
Treasury bills 0.11 0.10  8.66% 
Other Interest 0.01 0.01  -4.08% 
  2.69 2.78  -3.18% 

 

year-over-year decline is attributed to reduced earnings from the Mortgage Loans 

Portfolio, which coincides with the reduced mortgage portfolio (2017: $28.95M; 

2016: $41.61M). 
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35.75% of Total Interest Income as compared to 23.22% in the current period.  This 

is primarily due to the change in strategy adopted by the ECHMB. 
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2.3.3  Interest Expense (Finance Cost) 

2.3.3.1  For the 2018 financial year to date, the ECHMB has issued two (2) corporate paper 

instruments via competitive uniform bid auctions via the Eastern Caribbean 

Securities Exchange (ECSE).  The instruments have a cumulative face value of 

$60.00M and the settlement rates are 1.85% and 2.00%, respectively.  As a result, 

the weighted average cost of debt (WACD) declined from 2.97% at 30th June 2016 

to 1.9957% as at 30th June 2017.  As a result of the lower WACD, Finance Cost 

declined by $0.53M (33.64%). 

        
Change 

from 
(EC$ in millions, except as noted)    2016 
For Three (3) Months -30th June  2017 2016  % 
Bonds in issue 1.04 1.57  -33.64% 
  1.04 1.57  -33.64% 

 

2.3.4  Net Interest Income 

2.3.4.1  The Net Interest Income of $1.65M for three (3) months ended 30th June 2017 

compared favourably to the corresponding period ($1.21M).   The improvement in 

Net Interest Income is principally due to the reduced finance costs due to the 

settlement of corporate paper issues at lower interest rates. 

      Change from 
(EC$ in millions, except as noted)   2016 
For Three (3) Months – 30th June 2017 2016 % 
Interest Income 2.69 2.78 -3.18% 
Interest Expense -1.04 -1.57 -33.64% 
Net Interest Income 1.65 1.21 36.50% 
Net Interest Income Percentage 61.20% 43.39% 17.81% 

 
2.3.5  Non-Interest Expenses 

2.3.5.1  Non-interest Expenses of $0.68M was 2.85% lower than the 2016 outturn of 

$0.66M.  The savings were mainly achieved in ‘Excellence in Risk Management’ 

and ‘Excellence in Organization & Staffing’. 
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Change 

from 
(EC$ in millions, except as noted)    2016 
For Three (3) Months -30th June 2017 2016  % 
Mortgage Administration fees 0.06 0.05  32.60% 
Excellent Customer Service 0.07 0.05  51.71% 
Innovation Expenses 0.10 0.09  1.41% 
Excellence in Risk Management 0.12 0.14  -11.12% 
Excellence in Organization & Staffing 0.33 0.33  -0.02% 
  0.68 0.66  -2.85% 

 

2.3.6  Projected Outcome 2017/18 

2.3.6.1   The current results show that the ECHMB has surpassed its prior year Net Profit 

position for the three (3) months ended 30th June 2016. 

2.3.6.2 It is anticipated than once the Bank remains on its current trajectory, it will surpass 

the 2017 year end profit levels. 
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