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1.  Dependence	  on	  commodity	  cycles	  

2.  Financial	  interconnec8ons	  

3.  Interest	  parity	  and	  capital	  movements	  

4.  Outlook	  for	  emerging	  markets	  

5.  Labor	  mobility	  and	  remiOances	  



Trinidad	  and	  Tobago	  is	  deeply	  embedded	  in	  world	  economic	  affairs…	  
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Slow Caribbean growth 
can impact non-energy 
exports, and migration/
remittances	  

US interest 
rates can affect 
capital flows 

Latin American 
slowdown affects 
exports of natural gas 	  

Chinese 
production 
affects the 
steel industry	  

Brexit can impact tourism 
services, remittances and 
exports.	  

US elections 

Important 
trading partner 
in CARICOM 

Major global 
supplier of 
ammonia and 
methanol 

Foreign Direct 
Investment in 
Caribbean etc. 

Member of G24 
representing 
developing 
country positions 

Significant 
financial 
sector links 
within the 
Caribbean 



Trinidad	  and	  Tobago	  has	  influence	  in	  world	  economic	  affairs…	  

4 Source:	  Interna8onal	  Monetary	  Fund,	  World	  Economic	  Outlook	  Database,	  October	  2016.	  
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GDP per capita:  
T&T is 41st highest of 
189 IMF members 



(1)	  The	  clearest	  expression	  of	  external	  dependence	  
is	  exposure	  to	  commodity	  cycles…	  
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Source:	  bpTT	  (2016).	  

Early	  Oil	  Industry	  

Source:	  Ministry	  of	  Energy	  and	  Energy	  Industries.	  

37%	  

63%	  

GDP	  

39%	  

61%	  

Government	  Revenue	  

83%	  

17%	  

Merchandise	  
Export	  

Energy	  sector	  contribuKon	  	  
2000-‐2015	  

Sources:	  Central	  Sta8s8cal	  Office,	  Central	  Bank	  of	  Trinidad	  and	  Tobago,	  and	  the	  Ministry	  of	  Finance.	  

Juniper	  Project	  



There	  is	  a	  real	  possibility	  that	  energy	  price	  movements	  could	  
reflect	  secular,	  as	  opposed	  to,	  cyclical	  trends…	  
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Long	  term	  energy	  issues	  
-‐  Shale	  
-‐  OPEC	  acKons	  
-‐  Japanese	  nuclear	  power	  
-‐  Demand	  

Source:	  Interna8onal	  Monetary	  Fund,	  World	  Economic	  Outlook	  Database,	  
October	  2016.	  
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Source:	  Bloomberg.	  



(2)	  Our	  financial	  system	  is	  closely	  linked	  to	  world	  markets…	  	  
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Commercial	  Banks	  Interconnectedness	  

Source:	  Trinidad	  and	  Tobago	  Financial	  Stability	  Report	  2015.	  



Trinidad	  and	  Tobago	  must	  achieve	  global	  compliance	  
to	  avoid	  being	  ‘de-‐risked’	  …	  
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•  De-‐risking	  involves	  loss	  of	  correspondent	  banking	  rela8onships	  
	  
•  It	  could	  affect	  all	  external	  financial	  transac8ons	  and	  drive	  

ac8vity	  into	  unofficial	  channels	  
	  
•  The	  solu8ons	  include	  improved	  compliance	  and	  clarity	  of	  

expecta8ons	  by	  developed	  country	  regulators	  
	  
•  Trinidad	  &	  Tobago	  has	  so	  far	  not	  been	  hard	  hit	  but	  the	  tax/

AML/CFT	  frameworks	  need	  to	  be	  finalized	  	  
–  FATCA;	  FATF/CFATF;	  CARIFORUM	  –	  EU	  Economic	  Partnership	  

Agreement;	  CARICOM	  Financial	  Services	  Agreement	  



(3)	  In	  the	  determinaKon	  of	  capital	  flows,	  interest	  parity	  
consideraKons	  are	  crucial…	  
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Ft+1  –  Forward  Exchange  Rate�
St  –  Spot  Exchange  Rate
RFC  –  Foreign  Interest  Rate
RDC  –  Domestic  Interest  Rate

Interest	  Rate	  Parity	  CondiKon	  

Local	  Interest	  Rate	   Foreign	  Interest	  Rate	  

Exchange	  Rate	  	  
Expecta8ons	  

Capital	  Movements	  

Macroeconomic	  
Policy	  Credibility	  

𝐹𝑡+1	  
=	  



Monetary	  Policy	  must	  be	  sensiKve	  to	  external	  
interest	  rates	  and	  risk	  factors…	  

10 
Sources:	  Central	  Bank	  of	  Trinidad	  and	  Tobago	  and	  Bloomberg.	  

-‐1	  

0	  

1	  

2	  

3	  

4	  

5	  

6	  

Pe
r	  c
en

t	  

TT	  US	  3	  month	  differenKal	   TT	  US	  10	  year	  differenKal	   Repo	  rate	  



(4)	  The	  current	  outlook,	  parKcularly	  for	  emerging	  market	  
economies,	  is	  complicated	  

11 Source:	  Interna8onal	  Monetary	  Fund,	  World	  Economic	  Outlook	  Database,	  October	  2016.	  



…but	  it’s	  a	  two-‐way	  street	  and	  domesKc	  fortunes	  
impact	  our	  neighbours…	  
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Sources:	  Interna8onal	  Monetary	  Fund,	  World	  Economic	  Outlook	  Database,	  October	  2016,	  Central	  Bank	  of	  Trinidad	  and	  Tobago,	  Ministry	  of	  
Finance	  and	  Central	  Sta8s8cal	  Office.	  

Real	  GDP	  
Growth	  (%)	   	  InflaKon	  (%)	  

Fiscal	  Balance/	  
GDP	  (%)	  

Gross	  Debt/	  
GDP	  (%)	  

Current	  Account	  
Balance/GDP	  (%)	  

AnKgua	  and	  Barbuda	   2.2	   1.0	   -‐8.6	   104.4	   -‐10.2	  

Barbados	   0.9	   -‐1.1	   -‐6.9	   105.0	   -‐7.2	  

Dominica	   -‐1.8	   -‐0.8	   0.9	   82.5	   -‐9.3	  

Grenada	   6.2	   -‐0.6	   -‐1.2	   91.4	   -‐15.9	  

Guyana	   3.2	   -‐0.3	   -‐1.2	   48.2	   -‐5.7	  

Jamaica	   0.9	   3.7	   -‐0.3	   120.4	   -‐3.4	  

St.	  Kijs	  and	  Nevis	   5.0	   -‐2.8	   6.1	   67.8	   -‐12.3	  

St.	  Lucia	   2.4	   -‐1.0	   -‐1.5	   79.1	   -‐3.7	  
St.	  Vincent	  and	  the	  
Grenadines	   0.6	   -‐1.7	   -‐2.1	   79.3	   -‐26.2	  

Trinidad	  and	  Tobago	   -‐2.1	   4.7	   -‐6.9	   44.2	   -‐5.4	  

Selected	  Economic	  Indicators	  -‐	  2015	  



(5)	  MigraKon	  pajerns	  will	  be	  influenced	  by	  economic	  factors…	  
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Source:	  Trinidad	  and	  Tobago	  2011	  Popula8on	  and	  Housing	  Demographic	  Report.	  
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The	  migraKon	  issue	  has	  implicaKons	  for	  the	  
effecKveness	  of	  public	  economic	  policy…	  

14 
Source:	  Central	  Bank	  of	  Trinidad	  and	  Tobago.	  
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Data	  and	  intelligence	  on	  T&T’s	  interacKon	  
with	  the	  rest	  of	  the	  work	  is	  criKcal…	  
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DomesKc	  policies	  must	  formally	  integrate	  feedback	  
effects	  from	  external	  reacKons…	  



Thank  You
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Website:	  
www.central-‐bank.org.O	  

 
Email: 

info@central-bank.org.tt 
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