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General Discussion and Analysis of Financial Condition

As at 3ot September 2018

1.0

11

Cash and Cash Equivalents increased from $2.74m as at 30% September 2017 to
$5.45m as at 30t September 2018.

Investment Securities increased from $206.16m as at 3oth September 2017 to
$214.76m as at 30t September 2018.

Mortgages Loans Facilities increased from $37.09m as at 3ot September 2017 to
$41.59m as at 30t September 2018.

Rolled over four (4) corporate papers totaling $109.97m at a weighted average
interest rate of 2.35%.

Borrowings increased by $14.95m (8.10%) from $184.65m reported for the six (6)
months ended 30t September 2017 to $199.60m for the comparative period of
2018.

The additional Borrowings were used to fund the growth in Cash and Cash
Equivalents, Mortgage Loans Facilities and Investment Securities.

Interest Income of $6.17m for the six months ended 3ot September 2018 was
higher than the $5.55m reported for the comparative period of 2017 by $0.62m
(11.17%).

Interest Expense increased by $0.37m (19.68%) from $1.88m reported for the six
(6) months 30t September 2017 to $2.25m for the comparative period of 2018.
Expenses declined marginally by $0.03m (1.92%) from $1.56m for the six (6)
months 30t September 2017 to $1.53m for the comparative period of 2018.

Net Profit for the six months ended 30th September 2018 was reported at $2.39m,
representing an increase of $0.20m (9.13%) when compared to the $2.19m
reported for the six (6) months ended 30th September 2017.

Net Profit for the Six (6) Months ended 30t September 2018

Table-1: The abridged financial statements show Net Profits of $2.39m, an increase

of $0.20m (9.13%) when compared to the $2.19m reported for the six-month
period of FY2017.



Table-1: Abridged Financial Statements
2017
| For Six (6) Months -September 3o 2018 $’000
Interest income 6.17 5.55
Interest expense _ (2.25) (1.88)
Net Interest income 3.92 3.67
Otherincome _ — 0.00 0.08
Operating income P __3.02 3.75
Expenses . ___(153) (1.56)
Net profit for the (6) six months 239 2.19
Key performance metrics
Net interest income 63.53% 66.13%
Interest cover ratio 2.06:1 2.16:1
Return on assets 0.91% 0.89%
Investment portfolio 214.76 206.16
Mortgage loans portfolio 41.59 37.09
Assets under Management 263.45 246.28
Borrowings 199.60 184.65
Number of full time employees - Siduge| 8

1.2  As shown in Table 2, the Net Profit for the six (6) months ended 30t September
2018 is the highest reported by the ECHMB over the period of the review.

Net Income Trend for the six (6) months ended 30th September
2014 to six (6) months ended 30th September 2018

$2.39
$2.19

$1.74

$1:39
$1.14

Six Months ended Six Months ended Six Monthsended Six Months ended Six Months ended
30 Sept 2014 30 Sept 2015 30 Sept 2016 30 Sept 2017 30 Sept 2018



1.3 Interest Income

1.3.1 An analysis in Table-3 shows Interest Income of $6.16m, an increase of $0.61m
(10.99%) when compared to the $5.55m reported for the six-month period of FY2017.

Table-3:Interest Income
Change from
Six Months September 2017
2018 2017
$’000 $’000 $’000 %
Mortgage loans facilities 130 1.32 (0.02) -1.52%
Investments 4.86 4.23 0.63 14.89%
6.16 5.55 0.61 10.99%

1.3.2 This was mainly attributed to the $0.63m (14.89%) increase in income from
Investments; however, the increase was mitigated by the $0.02m (1.52%) decline
in income from the Mortgage Loans Facilities.

1.4 Total Expenses
1.4.1 Total Expenses increased by $0.49m (14.24%) from $3.44m for the six (6) months
ended 3oth September 2017to $3.93m for the six (6) months ended 30t September
2018.
Table-4:Total Expenses
Change from
Six Months September 2017
2018 2017
$’000 $’000 $’000 %
Interest 2,25 188 0.37 19.68%
General and administrative 1.04 0.98 0.06 5.80%
Reduction in provision for impair. -0.15 - (0.15) -100%
Other operating 0.56 0.46 0.10 21.74%
Mortgage administrative fees 0.12 {0.04) -23.33%
3-44 0.34 9.85%




1.5 Interest Expense

1.5.2

Table-5 shows that the ECHMB issued four (4) Corporate Papers totaling $109.9m

between the April to September 2017 and 2018 respectively. The weighted average
cost of the Bank’s debt capital increased from 1.01% for the period ended
September 2017 to 2.35% for the corresponding period of 2018.

Table-5: ECHMB’s Funding Activities

Corporate Paper Coupon - 2017 Coupon - 2018
Apnl -$30.0m 1.85% 32.00%
May -$30.0m 2.0% 155%
July -$31.2m 1.0890% 2.00%
September-$18.7m 1.75% 3.00%

Weighted average

coupon 1.91% 2.35%

1.5.1

Interest Expense increased by $0.37m (19.68%) from $1.88m for the six (6)

months ended 30% September 2017 to $2.25m for the comparative period of 2018.

1.6 Net Interest Income

1.6.1 ECHMB’s Net Interest Income for the six (6) months ended 30t September 2018
of $3.92m exceeded the outturn for the comparative period of September 2017 by
$0.25m (6.81%). However, due to higher Interest Expense, the Net Interest
Income Percentage declined from 66.13% for the six months ended 30™ September
2017 to 63.53% for the comparative period of 2018.
Table-6: Net Interest Income
Change from
~ Six Months September 2017
2018 2017
$’o000 $'000 $’'000 %
Income 6.17 5.55 0.62 11.17%
Interest expense {2.25) (1.88) (0.37) 19.68%
Net Interest Income .02 3.67 0.25 6.81%
Net Interest Income Percentage _63.53% 66.13% |




1.7

1.7.1

2.0

2.1

2.2

3.0
3.1

Expenses

Expenses declined marginally from the $1.56m reported for the six (6) months
ended 3oth September 2017 to $1.53m for the comparative period of 2018. The
decline was mainly attributed $0.15m reduction in provision for impairment.

Key Performance Indicators

Return on Assets under Management increased from 0.89% in 2017 to 0.91% in
2018.

The Interest Coverage Ratio declined from 2.16:1 times in 2017 to 2.06:1 fimes in
2018.

Outlook 2H’ 2018

The second half of 2018 seems marred with uncertainty. IMF lowered its growth
outlook on October 8t, 2018, citing rising trade protectionism and instability in
emerging markets, while Brexit talks have turned sour. Yet, the U.S. Federal
Reserve remains adamant about raising rates resulting in US 10-year treasury
yields spiking to 5-year highs. Within the ECCU and wider Caribbean region,
investor sentiment remains cautious on the heels of a Barbados default. For the
ECHMB, we expect minimum opportunities on the Mortgage side of the business
which continue to be offset by the momentum in Investments. Amidst the
uncertainty, there are prospects on the international markets, and, as such, we
continue to focus our resources on expanding our investment grade portfolio
internationally.
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Eastern Caribbean Home Mortgage Bank

Statement of Financial Position

As at September 30, 2018
Unaudited Unaudited Audited
as at as at as at
Sep-18 Sep-17 Mar-18
Assets
Cash and cash equivalents 5,446,210 2,738,935 8,981,323
Receivables and prepayments 1,463,237 58,798 5,578,573
Investment securities 214,762,577 206,164,539 204,270,832
Mortgage loans facilities 41,594,119 37,091,102 42,849,476
Motor vehicle and equipment 158,274 225,352 192,952
Intangible assets 23,738 7 - 28,648
Total assets 263,448,155 246,278,726 261,001,804
Liabilities
Borrowings 199,596,180 184,645,764 199,828,256
Accrued expenses and other liabilities 2,115,940 307,514 715,677
Total liabilities 201,712,120 184,953,278 200,543,933
Equity
Share capital 36,099,040 36,999,940 36,999,940
Portfolio risk reserve 9,612,452 9,171,643 9,612,452
Retained earnings 15,123,643 15,153,865 14,745,479
Total equity 61,736,035 61,325,448 61,357,871
Total liabilities and equity 263,448,155 246,278,726 261,901,804
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INFORMATION TO BE INCLUDED IN FORM ECSRC-OR
Financial Statements

Provide Financial Statements for the period being reported in accordance with International Accounting
Standards. The format of the financial statements should be similar to those provided with the registration
statement. Include the following:

(a) Condensed Balance Sheet as of the end of the most recent financial year and just concluded
reporting period.

(b) Condensed Statement of Income for the just concluded reporting period and the corresponding
period in the previous financial year along with interim three, six and nine months of the current
financial year and corresponding period in the previous financial year.

(¢)  Condensed Statement of Cash Flows for the just concluded reporting period and the corresponding
period in the previous financial year along with the interim three, six and nine months ofthe current
financial year and the corresponding period in the previous financial year.

(d) By way of Notes to Condensed Financial Statements, provide explanation of items in the financial
statements and indicate any deviations from generally accepted accounting practices.



The discussion should focus on aspects such as liquidity; capital resources; changes in financial condition;
results of operations; material trends and uncertainties and measures taken or to be taken to address
unfavourable trends; key performance indicators; and non-financial indicators.

General Discussion and Analysis of Financial Condition

See appended General Discussion and Analysis.

Liquidity and Capital Resources

Provide a narrative explanation of the following (but not limited to):

)

The reporting issuer's financial condition covering aspects such as liquidity, capital resources,
changes in financial condition and results of operations.

Any known trends, demands, commitments, events or uncertainties that will result in, or that are
reasonably likely to result in, the issuer's liquidity increasing or decreasing in any material way. If
a deficiency is identified, indicate the course of action that the reporting issuer has taken or proposes
to take to remedy the deficiency.

The issuer’s internal and external sources of liquidity and any material unused sources of liquid
assets.

Provisions contained in financial guarantees or commitments, debt or lease agreements or other
arrangements that could trigger a requirement for an early payment, additional collateral support,
changes in terms, acceleration of maturity, or the creation of an additional financial obligation such
as adverse changes in the issuer’s financial ratios, earnings, cash flows or stock price or changes in
the value of underlying, linked or indexed assets.



vi)

vii)

viii)

[ Refer to appended General Discussion and Analysis.

Circumstances that could impair the issuer’s ability to continue to engage in transactions that have
been integral to historical operations or are financially or operationally essential or that could render
that activity commercially impracticable such as the inability to maintain a specified level of
earnings, earnings per share, financial ratios or collateral.

Factors specific to the issuer and its markets that the issuer expects will affect its ability to raise
short-term and long-term financing, guarantees of debt or other commitment to third parties, and
written options on non-financial assets.

The relevant maturity grouping of assets and liabilities based on the remaining period at the balance
sheet date to the contractual maturity date. Commentary should provide information about effective
periods and the way the risks associated with different maturity and interest profiles are managed
and controlled.

The issuer’s material commitments for capital expenditures as of the end of the latest fiscal period,
and indicate the general purposes of such commitments and the anticipated source of funds needed
to fulfil such cornmitments.

Any known material trends, favorable or unfavorable, in the issuer’s capital resources, including
any expected material changes in the mix and relative cost of capital resources, considering changes
between debt, equity and any off-balance sheet financing arrangements.

Discussion of Liquidity and Capital Resources




Qff Balance Sheet Arrangements

Provide a narrative explanation of the following (but not limited to):

i) Disclosures concerning transactions, arrangements and other relationships with unconsolidated
entities or other persons that are reasonably likely to materially affect liquidity or the availability
of, or requirements for capital resources.

ii) The extent of the issuer’s reliance on off-balance sheet arrangements should be described fully and
clearly where those entities provide financing, liquidity, market or credit risk support, or expose the
issuer to liability that is not reflected on the face of the financial statements.

iii) Off-balance sheet arrangements such as their business purposes and activities, their economic
substance, the key terms and conditions of any commitments, the initial on-going relationship with
the issuer and its affiliates and the potential risk exposures resulting from its contractual or other
commitments involving the off-balance sheet arrangements.

iv) The effects on the issuer’s business and financial condition of the entity’s termination if it has a
finite life or it is reasonably likely that the issuer’s arrangements with the entity may be discontinued
in the foreseeable future.

As a 30th September 2018, there were no Off Balance Sheet Arrangements.




Results of Operations

In discussing results of operations, issuers should highlight the company’s products and services, facilities
and future direction. There should be a discussion of operating considerations and unusual events, which
have influenced results for the reporting period. Additionally, any trends or uncertainties that might
materially affect operating results in the future should be discussed.

Provide a narrative explanation of the following (but not limited to):

i)

vi)

vii)

viii)

ix)

Any unusual or infrequent events or transactions or any significant economic changes that materially
affected the amount of reported income from continuing operations and, in each case, the extent to
which income was so affected.

Significant components of revenues or expenses that should, in the company's judgment, be
described in order to understand the issuer’s results of operations.

Known trends or uncertainties that have had or that the issuer reasonably expects will have a material
favorable or unfavorable impact on net sales or revenues or income from continuing operations.

Known events that will cause a material change in the relationship between costs and revenues (such
as price increases, costs of labour or materials), and changes in relationships should be disclosed.

The extent to which material increases in net sales or revenues are attributable to increases in prices
or to increases in the volume or amount of goods or services being sold or to the introduction of new
products or services.

Matters that will have an impact on future operations and have not had an impact in the past.

Matters that have had an impact on reported operations and are not expected to have an impact upon
future operations.

Off-balance sheet transactions, arrangements, obligations (including contingent obligations), and
other relationships that have or are reasonably likely to have a current or future effect on the
registrant’s financial condition, changes in financial condition, revenues or expenses, results of
operations, liquidity, capital expenditures or capital resources.

Performance goals, systems and, controls.



Overview of Results of Operations

Refer to appended General Discussion and Analysis.




Disclosure about Risk Factors.

Provide a discussion of the risk factors that may have an impact on the results from operations or on the
financial conditions. Avoid generalised statements. Typical risk factors include untested products, cash
flow and liquidity problems, dependence on a key supplier or customer, management inexperience, nature
of business, absence of a trading market (specific to the securities of the reporting issuer), etc. Indicate if
any risk factors have increased or decreased in the time interval between the previous and current filing.

There were no events occurring during the period under review which meet the stated
criteria.




3. Legal Proceedings.

A legal proceeding need only be reported in the ECSRC — OR filed for the period in which it first became a
reportable event and in subsequent interim reports in which there have been material developments. Subsequent
Form ECSRC — OR filings in the same financial year in which a legal proceeding or a material development is
reported should reference any previous reports in that year. Where proceedings have been terminated during the
period covered by the report, provide similar information, including the date of termination and a description of
the disposition thereof with respect to the reporting issuer and its subsidiaries.

There were no pending legal proceedings during the period under review.

4, Changes in Securities and Use of Proceeds.

(a) Where the rights of the holders of any class of registered securities have been materially modified,
give the title of the class of securities involved. State briefly the general effect of such modification
upon the rights of holders of such securities.

There were no changes in registered securities and use of proceeds during the period
under review.




(b)  Where the use of proceeds of a security issue is different from that which is stated in the registration
statement, provide the following:

s Offer opening date (provide explanation if different from date disclosed in the
registration statement)
Not applicable

» Offer closing date (provide explanation if different from date disclosed in the registration
statement)
Not applicable

=  Name and address of underwriter(s)
Not applicable

» Amount of expenses incurred in connection with the offer Not applicable

= Net proceeds of the issue and a schedule of its use

Not applicable

= Payments to associated persons and the purpose for such payments

Not applicable

(c) Report any working capital restrictions and other limitations upon the payment of dividends.

There were no restrictions during the period under review.




5.

Defaults upon Senior Securities.

(a)

(®)

If there has been any material default in the payment of principal, interest, a sinking or purchase
fund instalment, or any other material default not satisfied within 30 days, with respect to any
indebtedness of the reporting issuer or any of its significant subsidiaries exceeding 5 per cent of
the total assets of the reporting issuer and its consolidated subsidiaries, identify the indebtedness.
Indicate the nature of the default. In the case of default in the payment of principal, interest, or a
sinking or purchase fund instalment, state the amount of the default and the total arrears on the
date of filing this report.

The ECHMB has not defaulted on any of its payment obligations.

If any material arrears in the payment of dividends have occurred or if there has been any other
material delinquency not satisfied within 30 days, give the title of the class and state the amount
and nature of the arrears or delinquency.

There are no material arrears.

Submission of Matters to a Vote of Security Holders.

If any matter was submitted to a vote of security holders through the solicitation of proxies or otherwise
during the financial year covered by this report, furnish the following information:

(a)

The date of the meeting and whether it was an annual or special meeting.

Not applicable




(b)  Ifthe meeting involved the election of directors, the name of each director elected at the meeting
and the name of each other director whose term of office as a director continued after the meeting.

Not applicable

(c) A brief description of each other matter voted upon at the meeting and a statement of the number
of votes cast for or against as well as the number of abstentions as to each such matter, including
a separate tabulation with respect to each nominee for office.

' Not applicable

|
(d) A description of the terms of any settlement between the registrant and any other participant.

Not applicable

(¢)  Relevant details of any matter where a decision was taken otherwise than at a meeting of such
security holders.

Not applicable




Other Information.

The reporting issuer may, at its option, report under this item any information, not previously reported in
a Form ECSRC — MC report (used to report material changes), with respect to which information is not
otherwise called for by this form, provided that the material change occurred within seven days of the due
date of the Form ECSRC-OR report. If disclosure of such information is made under this item, it need not
be repeated in a Form ECSRC — MC report which would otherwise be required to be filed with respect to
such information or in a subsequent Form ECSRC — OR report

There were none during the review period.




