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The Central Bank of Trinidad and Tobago conducts monetary policy 

geared towards the promotion of low inflation and a stable foreign 

exchange market that is conducive to sustained growth in output and 

employment.  This Report provides an account of how monetary policy 

actions support this objective, in light of recent economic developments.
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PART I – OVERVIEw ANd OUTLOOk

Overview

Since the release of last Monetary Policy Report 

in December 2014, the Central Bank of Trinidad 

and Tobago continued to re-position its monetary 

policy stance to address potential challenges arising 

internationally and domestically.  In the first five months 

of 2015, the Bank’s Monetary Policy Committee (MPC) 

took the decision to raise the main policy rate, the 

Repo rate, at three successive meetings in January, 

March and May.  These decisions were based on three 

main considerations: firstly, the imminent increase in 

US policy rates which has the potential to narrow TT-US 

interest rate differentials and prompt possible disruptive 

capital outflows; secondly, rising domestic inflationary 

pressures; and thirdly, evidence the non-energy sector 

was on sound footing having grown for 15 consecutive 

quarters.  The latter allowed the Bank to transition its 

monetary policy stance from supporting the domestic 

economy to one geared towards mitigating capital 

outflows and curbing inflationary pressures.  To support 

the transmission of Repo rate increases, the Bank 

also implemented a robust liquidity management 

approach, which in part resulted in a significant 

tightening of domestic liquidity conditions during the 

first five months of 2015.

Despite slightly disappointing growth in the first 

quarter of 2015, prospects for the US economy 

continue to be stronger than most of its developed 

market counterparts.  The US Federal Reserve (Fed) 

viewed the first quarter performance as transitory and 

mostly related to seasonal factors.   However, data 

emanating from the US for the second quarter of 2015 

paints a mixed picture of the economy.  Although 

the pace of hiring in the US was solid in April 2015 and 

the unemployment rate maintained its downward 

trajectory, retail sales have been relatively weak in the 

first four months of 2015.  Higher wages and savings 

from lower gasoline prices have not yet translated into 

stronger consumption, suggesting that US consumers 

are still somewhat cautious.  

Mixed economic data arising from the US created 

a fresh wave of uncertainty regarding the start of the 

Fed’s policy normalization.  While most Fed Governors 

believed 2015 was appropriate to begin increasing 

interest rates, information implied from the federal 

funds futures markets in late-May 2015 showed a lower 

probability (when compared with the start of the 2015) 

for Fed rate increases to occur in 2015.  On the other 

hand, facing a prolonged period of sluggish economic 

activity and the threat of deflation, other major global 

central banks such as the Bank of England (BoE), 

European Central Bank (ECB) and the Bank of Japan 

(BOJ) commenced, maintained or expanded their very 

accommodative and unconventional monetary policy 

approaches (Table 1).  

Current Rate

(%)

Last Change

(%)

Amount of Change 

basis points

Size of Monetary Stimulus 
Programmes

United States 0 to 0.25 Dec-08 -75 -

Euro Area 0.05 Sep-14 -10 €1 trillion

United Kingdom 0.50 Mar-09 -50 £375 billion

Japan 0 to 0.10 Oct-10 -10 ¥80 trillion

China 5.10 May-15 -25 1 trillion yuan

India 7.50 Mar-15 -25 -

Brazil 13.25 Apr-15 +50 -

Sources: Bloomberg, European Central Bank, Bank of England and People’s Bank of China.

Table 1:   Key Central Bank Policy Rates
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Domestically, the non-energy sector remained 

the pillar of the Trinidad and Tobago economy, as 

it recorded 15 consecutive quarters of year-on-

year growth in the fourth quarter of 2014.  However, 

disruptions in the energy sector due to maintenance-

related activity persisted in the fourth quarter of 2014, 

and this weighed on overall economic performance.   

At the same time, the decline of oil and, to a lesser 

extent, natural gas prices in the second half of 2014 

and in early 2015 created some uncertainty in the 

domestic setting.  Consistent with the performance 

of the non-energy sector over the past few quarters, 

the latest official labour force statistics revealed the 

economy continued to be at full employment in the 

third quarter of 2014.    

Provisional data for the first quarter of 2015 showed 

that while production of natural gas and crude oil was 

higher than in the preceding quarter, it was still lower 

than the levels experienced one year ago. Emerging 

information also point to some cooling in the non-

energy sector, with key indicators such as motor vehicle 

sales and local sales of cement not as robust in the first 

quarter of 2014 (Table 2).  At the same time, business 

sector confidence waned from generally optimistic in 

the final quarter of 2014 to neutral in the first quarter 

of 2015.  In addition, although growth in private sector 

credit has been relatively steady at the start of 2015, 

the expansion in business lending continued to trail that 

of consumer and real estate mortgage loans.

By April 2015, inflationary pressures (using the rebased 

January 2015 = 100 Retail Prices Index) eased from 

highs experienced during the last three months of 

2014.  Though core inflation inched up in April 2015, it 

remains well contained.  The stability in core inflation, 

despite the pace of Government spending, low 

unemployment and robust consumer credit growth, 

suggests the economy still has some slack.   In April 

2015, food inflation decelerated from the double-digit 

rate increases recorded in the second half of 2014 and 

early 2015.  

In the first half of the fiscal year 2014/15 (October 

2015 – March 2015) the Central Government recorded 

a small surplus.  However, the pace of Government 

spending is expected to increase during the latter half 

of FY2014/15.  In particular, expenditure will be boosted 

by the settlement of outstanding wage negotiations as 

well as a pick-up in project implementation.  Ongoing 

projects, such the Accelerated Housing Programme, 

the Point Fortin Highway and the Early Childhood, 

Primary and Secondary Schools Programme are 

expected to continue to drive capital expenditure.   

The Central Bank’s aggressive liquidity management 

programme, coupled with lower net domestic fiscal 

injections, reined in excess liquidity during the first five 

months of 2015.  Central Bank’s continued support to 

the domestic foreign exchange market also indirectly 

helped sterilize some of the commercial banks’ excess 

reserves.  In addition, following sizeable injections in the 

final quarter of 2014, there was a notable fall-off in net 

domestic fiscal injections in the first four months of 2015.  

Tighter liquidity conditions in the domestic banking 

system resulted in higher interest rates, particularly at 

shorter tenors.  Interest rate differentials between TT and 

US short-term Treasury securities have widened thus far 

in 2015, while the 10-year Treasury yield differential has 

held steady in positive territory.   

Meanwhile, some central banks in emerging 

economies acted to support their domestic economies 

in the face of slower growth and disinflationary 

pressures.  The People’s Bank of China (PBOC) reduced 

interest rates and banks’ reserve requirement ratios as 

China’s economic expansion cooled to the slowest 

pace since 1990.  In India, with inflation below the 

monetary authority’s target and global growth waning, 

the Reserve Bank of India (RBI) also took the decision 
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to cut its policy rate.   Conversely, despite its economy 

contracting for three consecutive quarters (on a year-

on-year basis), the Central Bank of Brazil (BCB) raised 

interest rates to contain inflation, which has remained 

well above the Bank’s target. 

 Jan-Mar 2014 Jan-Mar 2015

Energy Sector  
Total Depth Drilled (metres) 26,235.1 27,237.8
Crude Oil Production (b/d) 79,529.7 83,040.3
Crude Oil Exports (000 bbls) 2,222.7 3,054.1
Refinery Throughput (b/d) 76,456.0 111,880.0
Natural Gas Production (mmcf/d) 4,254.3 4,028.7
Natural Gas Utilization (mmcf/d) 3,941.3 3,799.3
LNG Production (000 cubic metres) 8,211.7 8,051.7
Fertilizer Production (000 tonnes) 1,439.9 1,337.4
Fertilizer Exports (000 tonnes) 1,406.9 1,290.2
Methanol Production (000 tonnes) 1,437.5 1,350.6
ECPI (Jan 2007 = 100) 147.9 88.8

Non-Energy Sector

Local Sales of Cement (000 tonnes) 161.5 159.2
Motor Vehicle Sales 4,311 4,321
Daily Job Vacancy Advertisements 1,178 766
  
Prices  

Year-on-Year Per Cent Change
Producer Prices 3.0 2.1
Headline Inflation* 4.5 6.7
Food Inflation* 6.7 12.6
Core Inflation* 2.7 1.4
  
Monetary**  

Year-on-Year Per Cent Change
Private Sector Credit* 5.8 6.0
Consumer Lending* 5.8 8.8
Business Lending* 3.3 1.7
Real Estate Mortgages* 11.1 9.5
Commercial Banks' Excess Reserves (TT$ millions)** 6,634.3 3,854.6
TT 91 day Treasury Bill Rate (per cent)*** 0.25 0.54
 
Financial Stability - Commercial Banks
Non-Performing Loans (per cent)* 4.2 4.1
Capital Adequacy Ratio (per cent)* 23.7 23.0
 
Capital Market
Composite Price Index (1983 = 100)*** 1,179.7 1,154.3
Volume of Shares Traded (millions)** 40.0 23.7
Mutual Funds Under management ($ billions)* 40.0 42.6
 
External Sector  

US$ Million
Sales of Foreign Exchange to Public** 2,085.9 2,498.1
Purchases of Foreign Exchange from Public** 1,845.5 1,705.1
CBTT Sales to Authorized Dealers** 360.0 859.9
Net Official Reserves*** 10,362.2 10,811.6

Sources: Central Bank of Trinidad and Tobago, Central Statistical Office of Trinidad and Tobago and Ministry of Energy and Energy Affairs.

*     As at March.
**   For the perod January to April.
*** As at April.

Table 2:  Summary Economic Indicators
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Regionally, lower energy prices and a stronger US 

economy have improved prospects for the Caribbean, 

particularly the tourism-dependent economies.   

However, growth in much of the region remains 

subdued and monetary policy has generally been 

supportive.  While Jamaica continued to meet the 

requirements of the International Monetary Fund’s 

(IMF) Extended Fund Facility, the economy struggles 

with sluggish economic activity and unemployment.  

As such, the Bank of Jamaica (BoJ) cut its key policy 

rate to stimulate the economy in April 2015 – the first 

adjustment since February 2013.

Outlook

The IMF projects global growth of 3.5 per cent in 

2015 but this will be spread unevenly across economies.  

The main facets of economic activity in 2015 will be 

improving conditions in advanced economies, lower 

growth prospects for emerging and developing 

countries, particularly oil-exporting nations.  Although 

US economic indicators have been mixed for the 

first four months of 2015, the US economy is generally 

expected to strengthen in the short- to-medium term.  

However, information implied from the federal funds 

future market suggests investors have pushed back their 

expectations for the first Fed rate increase to occur in 

late 2015 or early 2016.  On the other hand, monetary 

policies in the advanced countries such as the UK, 

Euro area and Japan are expected to remain highly 

accommodative for the rest of 2015 and into 2016.

In Trinidad and Tobago, early evidence suggests 

economic activity was anaemic in the first quarter 

of 2015 as maintenance-related activity once again 

weighed on the energy sector’s performance.  

Discussions with key energy industry players suggest 

there may be further stoppages during the year.  

Notwithstanding an expected improvement in crude 

oil production and production from the Starfish gas 

field, the energy sector may experience sluggish 

performance in 2015.   While production from Starfish 

will add to gas supply it will not eliminate all the supply 

issues which began a few years ago.

The non-energy sector is expected to grow, albeit 

at a slower pace, in the coming quarters, even as the 

Government’s capital and infrastructure programmes 

continue apace.  Some of the projects currently en 

route to completion are the Children’s Hospital and 

the National Aquatic Centre in Couva, while work is 

on-going on the Point Fortin Highway.  Further, with 

the exception of the C3 and Caribbean 10 Cinema 

and shopping complexes in South Trinidad, there have 

been few private sector projects initiated over the 

past months which may drive growth going forward.  

Evidence of waning business confidence in the 

economy over the next six to 12 months, coupled with 

sluggish borrowing by the corporate sector, suggest 

private sector investment may be limited in coming 

months.  Given the on-going maintenance and 

upgrade work being undertaken by the energy sector 

and the moderate growth expected in the non-energy 

sector, the domestic economy is set to remain in a low 

growth phase in 2015.
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BOx 1

MOODy’S RECEnt CREDIt RatIng DOwngRaDE 

OF thE gOVERnMEnt OF thE REPublIC OF tRInIDaD anD tObagO

A sovereign credit rating reflects the opinion of credit rating agencies about a country’s ability and willingness 

to service its debt obligations in full and on time.  In shaping their opinion, credit rating agencies evaluate 

the macro-economy, the fiscal position, the external position, the monetary sector, institutional strength and 

other risk factors.  This assessment is summarized in a credit rating which speaks to the level of risk associated 

with investing in the sovereign.  For the investor, the credit rating evaluates the risk profile of the debt issuer.   

Likewise, for the debt issuer, the credit rating can affect its ability to attract investment and influences the 

rate of interest at which funds can be raised. Credit ratings range from high quality investment grade to 

high probability of default or junk.    

On April 30, 2015, Moody’s downgraded Trinidad and Tobago’s sovereign credit rating to Baa2 from Baa1, 

and changed the outlook to negative from stable.  Moody’s decision was based on three factors:

 1. Persistent fiscal deficits and challenging prospects for fiscal reform;

 2. Declining oil prices and limited economic diversification; and

 3. Weak macroeconomic policy framework and inadequate provision of vital macroeconomic 

data.

Trinidad and Tobago remained within the “adequate payment capacity” category as defined by Moody’s, 

despite the downgrade.  International markets seemed unresponsive to the downgrade, with Trinidad and 

Tobago external bonds continuing to be priced at a premium.  For example, the yield on GORTT international 

2024 bond was down to 3.26 per cent on May 8 2015 compared with 3.49 per cent on December 31 2014 

(lower yields reflect lower required compensation for risks).  

This suggests that with net official reserves equivalent to over 12 months of import cover, external debt at 

7.0 per cent of GDP and US$5.7 billion in the Heritage and Stabilization Fund as at March 2015, international 

investors remain confident that Trinidad and Tobago is a strong investment grade destination.  In addition, 

Standard & Poor’s reaffirmed Trinidad and Tobago’s “A” credit rating in December 2014, which supports 

the country’s strong capacity to meet its debt obligations.

However, the authorities are cognizant of the concerns highlighted by Moody’s and will take appropriate 

steps to move towards an even more favourable credit rating.  With the resolution of the CLICO crisis nearing 

completion, the Government is strengthening its balance sheet.  Over the years, Trinidad and Tobago has 

been transformed from being solely reliant on oil to primarily a natural gas-based economy.  It has also 

diversified downstream into petrochemicals (methanol, urea and ammonia) and has a robust manufacturing 

sector.  The Government has also embarked on several initiatives to revitalize the agriculture sector, while 

encouraging development in the arts, music and culture.  Finally, with the assistance of the Central Bank, the 

Central Statistical Office (CSO) has made good progress in improving the quality, timeliness and production 

of critical economic statistics such as national accounts, international trade and labour force statistics.
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The path of inflation for the remainder of 2015 

also warrants close attention.  The recent rebasing 

exercise, conducted by the Central Statistical Office, 

produced an updated basket of goods and services 

used to monitor changes in general price trends in 

Trinidad and Tobago.  Price changes are usually less 

volatile in the early stages of a new index, but with 

the rainy season on the horizon, the possibility of 

disruptions to agricultural supplies and the attendant 

effect on food price inflation cannot be discounted.  

In addition, after remaining at around 1.5 per cent 

for nine consecutive months, core inflation showed 

some, albeit small, up-tick in April 2015.  Going forward, 

higher Government spending, the increases in wages 

and salaries following the conclusion of several public 

sector wage negotiations, the payment of arrears and 

tight labour market conditions pose upside potential 

for inflationary pressures.  

Internationally, while there has been some increasing 

uncertainty regarding the timing of the Fed’s first rate 

increase, the move towards policy normalization in the 

US is imminent, be it at the end of 2015 or early 2016.  

In late May 2015, markets forecasted the benchmark 

10-year US Treasury note would reach around 2 ½ 

per cent at the end of 2015 from around 1.70 per 

cent in January 2015.  With the similar TT yield sticky 

at around 2 ¾ per cent, domestic monetary policy 

should remain positioned to address potential negative 

consequences stemming from narrow interest rate 

differentials. 

There are several challenges facing the international 

and domestic economies which may significantly 

impact on the outlook.  In the US, low energy prices, 

cautious consumer spending and a strong US dollar 

can dampen growth and further delay the Fed’s move 

towards policy normalization.  Likewise, domestically, 

a prolonged period of low energy prices can further 

diminish business and consumer confidence, as well as 

constrain Government revenues and thus expenditure.   

While the potential impact of the recent downgrade 

by Moody’s Investor Services is mitigated by the 

relatively low level of external debt and little need by 

the Central Government to tap external financing in 

the short-run, it highlighted the need to address the 

recurrent fiscal deficits and return to fiscal balance.  

In addition, in casting projections for the domestic 

economy, the immanency of national elections cannot 

be overlooked as it can sometimes obscure decision-

making of households and firms. 

The Central Bank’s monetary policy continues to 

be formulated in highly uncertain international and 

domestic economic environments.  With the non-

energy sector appearing to be on a solid footing, 

over the past few months the Bank has positioned 

its monetary policy to address the potential threat of 

higher inflation and disruptive capital outflows which 

may be prompted by narrow interest rate differentials.  

Central Bank will continue to closely monitor both 

domestic and international developments in order 

to undertake any necessary course of action to the 

benefit of Trinidad and Tobago.  Further, the Bank’s 

liquidity management framework will utilize available 

instruments to maintain liquidity at appropriate levels. 
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PART II – INTERNATIONAL ANd 
REGIONAL MONETARY POLICY 
dEVELOPMENTS

Introduction

By mid-2015, global growth prospects remained 

moderate and uneven.  The sluggish first quarter 

performance of the US economy was seen largely as 

transitory, with a return to more robust growth expected 

in the subsequent quarters of 2015.  Nevertheless, 

despite  the US unemployment rate falling steadily and 

core inflation (excluding food and energy prices) near 

2.0 per cent, weak retail sales data cast a cloud of 

uncertainty regarding the exact timing of the Fed’s first 

rate increase.  While the general consensus is the Fed’s 

shift towards policy normalization is imminent, there is 

some debate whether the first increase will occur in 

2015, as originally expected, or early 2016.   

Meanwhile, faced with fragile economic activity 

and deflationary pressures, central banks of several 

advanced economies such as the UK, Euro area and 

Japan are expected to maintain their accommodative 

monetary policy stance in the foreseeable future.  

Facing similar constraints, central banks in the larger 

emerging markets such as China, India and Russia 

have also relaxed monetary policy in early 2015.   In 

addition to the impending divergent monetary policy 

paths of the US Fed vis-à-vis other systemically important 

central banks, low oil prices have added another layer 

of uncertainty to the global economy.  Depressed oil 

prices have seen a pull-back in US energy production 

which impacted on its economic performance in the 

first quarter of 2015.  However, lower oil prices may 

fuel consumption in the US (although this has not yet 

occurred), while also providing a fillip to other energy-

importing countries.

International

advanced Economies

Inclement weather conditions, lower oil prices and a 

stronger US dollar contributed to a weak US economic 

performance in the first quarter of 2015.  Provisional 

estimates show the US economy grew by a modest 0.2 

per cent (quarter-on-quarter) in the first quarter of 2015, 

following an expansion of 2.2 per cent in the previous 

quarter.  In spite of this, labour market conditions 

continued to improve with the unemployment rate 

declining to 5.4 per cent in April 2015 – the lowest level 

since 2008.  Meanwhile, although headline inflation 

remained substantially below the Fed’s target of 2.0 per 

cent, core inflation (which excludes food and energy 

prices) measured 1.8 per cent in April 2015.  However, 

retail sales – a key metric of the US consumption led 

economy – were sluggish in April 2015 following a 

decline in the first quarter of 2015.

In April 2015, the Fed stated the recent slowdown 

reflected transitory effects and growth is expected 

to improve in subsequent quarters.  However, the first 

quarter slowdown and mixed economic data for April 

2015 have created some uncertainty regarding timing 

of the Fed’s policy action.   Projections from the Fed’s 

March 2015 Federal Open Market Committee (FOMC) 

revealed 15 out of 17 Fed Governors believed 2015 

appropriate to begin to increase policy rates.  On the 

other hand, information implied from the federal funds 

futures market in late May 2015 suggests investors’ 

expectation for a rate increase to occur by the end of 

2015 has diminished.  The implied probability derived 

from the one-month Fed funds future contract prices 

for a 25 basis point change in December 2015 was just 

over 40.0 per cent in late May 2015 compared with over 

75.0 per cent in mid-March 2015.
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Economic activity in the UK also slowed at the start 

of 2015.  According to preliminary estimates, following 

an expansion of 0.6 per cent in the fourth quarter of 

2014, the UK economy grew by 0.3 per cent (quarter-

on-quarter) in the first quarter of 2015.  The Bank of 

England (BoE) maintained its benchmark interest rate 

at 0.5 per cent and kept its Asset Purchase Programme 

unchanged at £375 billion (US$630 million) in May 

2015.  Reflecting lower energy and food prices, the UK 

recorded deflation of 0.1 per cent in April 2015.  The 

BoE stated the deflationary cycle should be temporary 

and prices would subsequently accelerate above the 

2.0 per cent target by 2017 as the impact of low food 

and oil prices waned.  The BoE added that its key rate 

may rise over the next three years but advised any 

increases would be gradual.

The European Central Bank commenced its 

quantitative easing programme in March 2015 in 

an effort to combat deflationary pressures and spur 

economic growth.  The combined monthly purchases 

of public and private sector securities of €60 billion 

(US$68.5 billion) will be conducted until September 

2016 and may continue until a sustained adjustment 

in the path of inflation towards the 2.0 per cent target 

is achieved.  Economic activity in the Euro area in the 

first quarter of 2015 remained sluggish at 0.4 per cent 

(quarter-on-quarter) while deflation continued to loom 

over the region as consumer prices stagnated in April 

2015 after falling for four consecutive months through 

December 2014–March 2015.  With the exception of 

Greece, which remains embattled with sovereign debt 

issues, sovereign yield spreads in the Euro area generally 

narrowed during the first four months of 2015.

In midst of a technical recession, the Bank of Japan 

raised its annual target for enlarging the monetary 

base to 80 trillion yen ($724 billion) up from 70 trillion 

yen in November 2014.  The economy subsequently 

emerged from recession, growing marginally by 0.4 per 

cent (quarter-on-quarter) and 0.6 per cent in the fourth 

quarter of 2014 and first quarter of 2015, respectively.  

Inflation was recorded at 2.3 per cent (year-on-year) in 

March 2015, just outside the Bank’s 2.0 per cent target.

Emerging Economies

Economic activity slowed in China as authorities 

continued to reorient the economy to consumption-

based growth.  In 2014, China expanded by 7.4 per 

cent, below the full year-growth target of 7.5 per cent 

and the slowest rate of increase since 1990.  Further, 

in the first quarter of 2015, growth slowed to 7.0 per 

cent (year-on-year) from 7.3 per cent recorded in the 

previous quarter.  Given relatively contained inflation, 

the People’s Bank of China (PBoC) reduced its main 

interest rate by 50 basis points in the five months of 

2015 to 5.1 per cent in May 2015.  The PBoC’s easing 

cycle began in November 2014 after more than two 

years of holding the rate constant.  The reduction was 

implemented in tandem with other measures to ease 

financing difficulties faced by the corporate sector, 

including reduced reserve requirement ratios.

The Reserve Bank of India (RBI) twice reduced its 

benchmark interest rate in 2015.  In its latest change, 

the RBI lowered the reference rate by 25 basis points to 

7.5 per cent in March 2015, citing weaknesses in certain 

sectors of the economy, disinflationary pressures and 

the global trend to more accommodative monetary 

policy.  This move was unscheduled and followed a 

formal agreement between the Government of India 

and the RBI to set an inflation target of 4   2 per cent 

from fiscal year 2017 onwards.  In March 2015, annual 

inflation stood at 6.3 per cent.

Despite weak economic growth, the Central Bank 

of Brazil progressively raised its key rate in an effort to 

combat high inflation.  In April 2015, the Bank raised 
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the Selic rate to 13.25 per cent -- the highest rate in six 

years.  The depreciating currency coupled with higher 

regulated prices resulted in the inflation rate soaring to 

8.2 per cent (year-on-year) in April 2015, above the 4.5 

per cent target set by the Central Bank and the highest 

rate in a decade.  The Bank reaffirmed its commitment 

towards taking the necessary measures to ensure that 

inflation slows in 2015 and eventually converge to the 

target in 2016.

In an effort to stem ruble depreciation and currency 

risks, the Central Bank of Russia took markets by surprise 

by increasing its key interest rate from 10.5 per cent to 

17 per cent in December 2014.  The Bank subsequently 

reduced the rate again in January, March and April 

of 2015, citing the cooling of the economy.  Persistent 

geopolitical tensions, low oil prices and continued 

currency depreciation prompted Fitch Ratings, 

Standard and Poor’s Rating Services and Moody’s 

Investors Services to downgrade Russia’s sovereign 

credit rating in early 2015.

Regional

Monetary policy in the Latin American region 

remained accommodative to support economic 

activity. The Central Banks of Chile, Colombia and 

Mexico kept their main reference rates unchanged.  

In the Caribbean, with the exception of Trinidad 

and Tobago, monetary policy also remained 

accommodative (Table 3).

Economic conditions were mixed in Latin America.  

In April 2015, the Bank of Mexico maintained its 

benchmark interest rate at 3.0 per cent for the 10th 

consecutive month, citing uncertainty regarding 

the global economy and the tepid recovery of the 

domestic economy.  However, the Bank stated that 

should interest rates in the US increase, there is a high 

probability that domestic interest rates will need to be 

increased.  Despite inflation running above target, the 

Central Bank of Colombia maintained its benchmark 

interest rate at 4.5 per cent in April 2015 due to the 

uncertainty surrounding global economic growth and 

the slow recovery of the price of oil which influences 

approximately half of Colombia’s exports.  Low output 

demand and employment indicators continue to 

reveal the weak dynamism of the Chilean economy.  

For the seventh consecutive month, the Central Bank of 

Chile kept its key policy rate unchanged at 3.0 per cent 

in May 2015 to bolster economic growth.  Venezuela 

continues to grapple with depressed economic growth 

and elevated inflation on account of administrative 

controls which continued to exacerbate shortages of 

basic goods.

Current Rate (%) Last Change
Amount of Change

(basis points)

Trinidad and Tobago1 4.00 Jun. 15 25

Barbados2 7.00 Jun. 09 -100

Jamaica3 5.50 Apr. 15 -25

Guyana4 5.00 Mar. 13 -25

Sources: Central Banks of Trinidad and Tobago, Guyana, Barbados and Bloomberg.

1   Repo rate as at June 2015.
2   Bank rate as at December 2014.
3   30-Day CD rate as at April 2015.
4   Bank rate as at February 2015.

Table 3:   Key Central Bank Policy Rates in the Region
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The IMF expects the Caribbean region to expand 

by 1.9 per cent in 2015 as the commodity-exporting 

economies of Suriname and Guyana are expected 

to continue to outperform the tourism-dependent 

economies.  However, lower oil prices and the 

strengthening US economy are expected to provide a 

positive stimulus to the Caribbean region, particularly 

the tourism-based economies.

Jamaica may benefit from lower energy prices 

and the pick-up in the US economy.  Since the 

commencement of the IMF Extended Fund Facility 

in 2013, Jamaica has consistently met the necessary 

requirements.  However, persistent drought conditions 

and implementation of structural reforms have muted 

economic activity in Jamaica.  The economy recorded 

a decline of a 0.4 per cent (year-on-year) in the fourth 

quarter of 2014 following a contraction of 1.4 per cent 

in the third quarter.   As a result, the Bank of Jamaica 

(BoJ) reaffirmed its current accommodative policy 

stance, cutting its main policy rate by 25 basis points 

to 5.5 per cent in April 2015.

The Barbadian economy has seen some improvement 

thus far in 2015.  Following a contraction in economic 

activity in 2014, the economy of Barbados expanded 

by 0.6 per cent (year-on-year) in the first quarter of 2015 

mainly on account of growth in the tradable sector.  In 

addition, the English Test Cricket Tour to the West Indies 

in the second quarter of 2015 saw an influx of visitors 

to Barbados which should provide a boost for the 

tourism sector.  With respect to monetary policy, the 

Central Bank of Barbados announced it will no longer 

specify a minimum interest rate for savings deposits at 

commercial banks.
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PART III – dOMESTIC ECONOMIC 
CONdITIONS 

a)  Gross Domestic Product

Following nine months of mixed economic activity, 

estimates from the Central Bank’s Quarterly Gross 

Domestic Product (QGDP) Index indicated real GDP 

growth was relatively flat at 0.1 per cent in the fourth 

quarter of 2014 when compared to the corresponding 

period of 2013. The energy sector declined by 3.4 per 

cent, largely reflecting reduced output of natural gas 

and petrochemicals (Chart 1). The exploration and 

production sub-sector fell by 3.0 per cent on account 

of a 3.5 per cent drop in natural gas production which 

overshadowed a 2.3 per cent increase in crude oil 

production (largely reflecting higher output from Repsol 

and BPTT). The petrochemicals sub-sector declined 

substantially (14.3 per cent) due to maintenance 

activity at the PCS Nitrogen urea plant during October 

and November 2014, as well as a turnaround of the 

Tringen I plant which saw no production from the facility 

during the period.

The non-energy sector, however, continued its 

relatively strong performance, expanding by roughly 

2.5 per cent in the fourth quarter of 2014 (year-on-

year) compared with 1.6 per cent in the third quarter.  

The Construction sector shrugged off a depressed 

third quarter outturn, to expand by 7.2 per cent in the 

fourth quarter of 2014.  The Finance, Insurance and 

Real Estate sector grew by 3.7 per cent, mainly on 

account of activity in the commercial banking and 

real estate sub-sectors, while the Transport, Storage 

and Telecommunications sector rose by 5.1 per cent.  

Meanwhile, with sales of new motor vehicles cooling, 

there was slowdown in the Distribution sector (2.2 

per cent from 3.8 per cent in the third quarter). The 

Agriculture sector recorded growth of 12.8 per cent 

driven mainly by significant increases in root crop and 

vegetables production based on volume data from the 

Norris Deonarine Northern Wholesale Market.

On the other hand, activity within the Manufacturing 

sector contracted by 1.9 per cent in the fourth quarter 

of 2014.  Although there was an overall increase in 

capacity utilization in the Manufacturing sector, this was 

led by companies involved in food, drink and tobacco 

processing, as the other two sub-sectors showed higher 

levels of unutilized capacity when compared with a 

year earlier.

Preliminary data for the first quarter of 2015 suggests 

the maintenance-related activity which affected 

Chart 1: Trinidad and Tobago: Real GDP Growth
(Year-on-Year Per Cent Change)

Source: Central Bank of Trinidad and Tobago.
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natural gas production in the final quarter of 2014 

may still have had some lingering effects in early 2015.  

While natural gas production at 4,029 million cubic 

feet per day for the first quarter of 2015 represents 

an improvement from the fourth quarter of 2014, 

production was down 5.3 per cent when compared 

with a year earlier.  On the other hand, crude oil 

production averaged 83,040 barrels per day, up from 

82,935 barrels per day in the fourth quarter of 2014 

and 79,530 barrels per day during the first quarter of 

2014.  Though upstream production should regularize 

somewhat later in 2015, some downside risks still exist. 

Output of crude oil should fare a lot better in 2015, 

given increased capacity from Repsol, which quickly 

commercialized its Teak, Samaan and Poui (TSP) find in 

2014 as well as more stable output from BPTT.  However, 

the increase in oil production comes at a time when 

energy prices are relatively low.  Abundant global 

energy supplies saw WTI crude oil prices plunge 50.0 

per cent (year-on-year) in the first quarter of 2015 to 

an average of US$48.60 per barrel.  Further, natural gas 

prices (Henry Hub) declined 44.0 per cent to US$2.90 

per mmbtu over the same period.

Despite a rebound in Petrotrin’s refining activity, the 

domestic midstream industry was affected by lower 

natural gas production, as LNG output declined by 

around 2.0 per cent.  Further, curtailments at several 

plants limited activity in the downstream industry in 

early 2015, as a number of plants were taken down 

for maintenance.   As such, the petrochemical sector 

contracted by roughly 6.6 per cent in the first quarter 

of 2015.  Given these considerations, preliminary data 

suggests the energy sector as a whole, declined by 

just over 3.0 per cent (year-on-year) in the first quarter 

of 2015.

Meanwhile, early indicators suggest economic 

activity within the non-energy sector was modest during 

the first quarter of 2015.   Growth in new motor vehicles 

sales moderated, while local sales of cement declined 

by 1.4 per cent in the first quarter of 2015.  Further, the 

Central Bank’s business confidence survey revealed 

the local business community tempered its outlook for 

the economy from generally optimistic in the fourth 

quarter of 2014 to neutral in the first quarter of 2015. 

The survey indicated enthusiasm waned across all six 

dimensions (financial prospects, expected production 

levels, expected capital expenditure, expected hiring 

of workers, the local economic outlook and global 

economic outlook).

b)  Prices

Retail Prices

Based on the recently rebased Index of Retail Prices 

(January 2015 = 100)1 headline inflation measured 

5.8 per cent (year-on-year) in April 2015.   Though this 

represented some easing in price pressures from the 8.5 

per cent recorded at the end of 2014, headline inflation 

remained elevated when compared with April 2014 

(Chart 2).  In general, food price inflation has been the 

major factor behind the movement in overall inflation, 

as core inflation has been relatively stable.

Core inflation, a measure of underlying inflationary 

pressures, remained well contained during the first four 

months of 2015.  In the 12 months to April 2015, core 

inflation measured 1.8 per cent – slightly higher than the 

1.4 per cent recorded in December 2014 – but slower 

than the 2.5 per cent registered in April 2014.   However, 

when compared with the end of 2014, there were faster 

price increases within the clothing and footwear (4.0 

per cent), recreation and culture (3.0 per cent) and 

hotels, cafes and restaurants (2.0 per cent) sub-indices 

in April 2015.

1 See Box 2 “Rebasing of the Index of Retail Prices (Jan 2015 = 100)”. 
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Food inflation continued to drive headline inflation.  

As at April 2015, food inflation measured 9.1 per cent 

(year-on-year) which represented some easing from 

the 16.7 per cent recorded in December 2014 and 

the 12-month high of 18.2 per cent in October 2014.     

Meanwhile international food prices, measured by the 

Food and Agriculture Organisation’s Food Price Index 

(FAO), have been falling since mid-2013 (Chart 3).  

In the first four months of 2015, the decline was in 

double-digit territory and averaged over 16.0 per 

cent (year-on-year).   The categories within the FAO 

index showing the steepest declines were dairy, oils, 

sugar and cereals.

Chart 2: Index of Retail Prices (Jan. 2015 = 100)
(Year-on-Year Per Cent Change)

Source: Central Bank of Trinidad and Tobago.

Chart 3: FAO Food Price Index
(Year-on-Year Per Cent Change)

Source: Ministry of Energy and Energy Affairs.



Page 14 CENTRAL BANK OF TRINIDAD AND TOBAGO ● MONETARY POLICY REPORT MAY 2015

BOx 2

REbaSIng OF thE REtaIl PRICES InDEX (Jan. 2015 = 100)

In May 2015, the Central Statistical Office (CSO) launched the rebased Retail Prices Index (RPI) which is used 

to calculate the rate of inflation in Trinidad and Tobago.  The rebased RPI uses a new base period (starting 

point) of January 2015 instead of the previous January 2003 base.  Rebasing is a common exercise conducted 

by statistical agencies worldwide.  Rebasing is necessary to ensure the index is representative of current 

economic and market conditions.  This is particularly relevant for the RPI, which is supposed to represent a 

typical basket of goods and services consumed by the average individual.  Thus one of the main reasons 

for rebasing the RPI was to ensure it is sufficiently representative of consumption patterns within the domestic 

economy.  This may involve adding items to the basket and excluding those that are no longer relevant.  The 

new RPI was informed by the consumption patterns derived from the Household Budget Survey 2008/2009.  

Reflecting the new consumption patterns, there was a slight change in the weights assigned to the major 

sub-indices of the RPI.  In the January 2015 RPI, the weight assigned to the food and non-alcoholic beverages 

sub-index fell to 173 compared with 180 in the January 2003 RPI.  As such, the weight of the core sub-index 

rose to 827 in the new RPI from 820 in the old RPI (January 2003=100).  Some of the new items included in 

the January 2015 RPI are microwave ovens, private hospital, mobile phones, post-paid payments, non-

life insurance, interest charges on mortgage payments, care of elderly, disabled, and young nurseries, 

kindergartens and day-care centres.

Categories of the Retail Prices Index: New and Old Base Periods

Category January 2003 = 100 January 2015 = 100 Difference

All Items 1000 1000 0

Food And Non-Alcoholic Beverages 180 173 -7
Food 156 156 -1
Bread And Cereals (Nd) 31 33 1
Meat 29 31 2
Fish 11 11 0
Milk, Cheese And Eggs 19 21 2
Oils And Fats 9 10 1
Fruit 14 6 -9
Vegetables 22 24 2
Sugar, Jam, Honey, Syrups, Chocolate  And Confectionery 8 6 -1
Food Products    N.E.C 13 13 1
Non-Alcoholic Beverages 24 18 -6

Core 820 827 7
Alcoholic Beverages And Tobacco 25 9 -16
Alcoholic Beverages 17 6 -11
Tobacco 8 3 -5
Clothing and Footwear 53 57 -4
Housing, Water, Electricity, Gas  And Other Fuels 262 275 13
Furnishings, Household Equipment
And Routine Household Maintenance 54 67 13
Health 51 41 -10
Transport 167 147 -20
Communication 41 45 4
Recreation And Culture 85 66 -19
Education 16 10 -6
Hotels, Cafes And Restaurants 30 25 -5
Miscellaneous Goods And Services 36 86 50

Source: Central Statistical Office of Trinidad and Tobago
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Wholesale Prices

Wholesale price movements, measured by the 

Producers Prices Index (PPI), accelerated for the third 

consecutive quarter in early 2015.  On a year-on-year 

basis, the overall index increased by 2.1 per cent in 

the first quarter of 2015, compared with a rise of 1.8 

per cent during the previous three month period.  The 

sub-component accounting for the movement in the 

PPI was drink and tobacco, which increased 6.7 per 

cent in the first quarter of 2015; no other sub-sector 

recorded significant wholesale price changes.

Building Materials Prices

The Index of Retail Building Materials prices showed 

steady increases throughout 2014.  The All Items Index 

rose on a year-on-year basis by 3.1 per cent in the 

third quarter of 2014 following increases of 1.5 per cent 

and 1.9 per cent in the first and second quarters of 

2014, respectively.  The site preparation, structure and 

concrete frame sub-index accounted for the majority 

of the pickup, rising by 5.6 per cent in the third quarter 

following an average increase of 1.5 per cent over the 

first half of 2014.  Some of this up-tick can be attributed 

to higher cement prices at the start of the third quarter 

of 2014.

c) Labour Market

The unemployment rate declined to 3.3 per cent 

in the third quarter of 2014 from 3.7 per cent in the 

corresponding period one year ago. This was mainly 

on account of significant increases in the number of 

persons with jobs (13,700 persons) and a concurrent 

decline in the number of persons unemployed (1,900 

persons).  Employment growth was broad-based with 

the Community, Social and Personal Services sector 

receiving the largest employment gains (15,000 

persons). The low rate of unemployment and strong 

growth of numbers employed support the view of 

continued labour market tightness.

However, positive gains in employment were not 

replicated on the productivity front. The Index of 

Productivity (measured by the Index of Domestic 

Production divided by the Index of Hours Worked) 

fell by 2.1 per cent in the third quarter of 2014 

compared with an increase of 6.8 per cent recorded 

in the comparative period one year ago.  Significant 

productivity declines were witnessed in Food Processing 

(17.3 per cent) and the Refining of Oil and Gas (15.9 

per cent).  Conversely, productivity gains were evident 

in the Chemical and Non Metallic products (20.3 per 

cent), and Water (14.4 per cent) sub-sectors.

In the absence of more recent labour market 

statistics, information on retrenchment notices, job 

openings and reported labour shortages suggest 

matching efficiencies2  improved in the labour market. 

Retrenchment notices, a barometer of job separation, 

increased by 29.0 per cent over the seven-month 

period October 2014 to April 2015 compared to 

October 2013–April 2014.  Assembly type and related 

industries (28.0 per cent) and the petroleum sector (19.0 

per cent) accounted for the majority of the notices 

filed (Chart 4).  In the latter, a major energy company 

implemented a cost rationalisation programme during 

the seven-month period.  Meanwhile, job openings3 

declined by 36.5 per cent in the period under review.

2  Workers who lost their jobs in one sector were able to find work in another sector, leaving labour market conditions unchanged.   
 As a result, concurrent decreases in vacancies and unemployment and an increase in job separation were observed.

3  This indicator is constructed on the number of employment vacancies advertised in the Daily Express, Newsday and Guardian newspapers. 
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Chart 4: Retrenchment By Sector October 2014 - April 2015

Source: Ministry of Labour and Small and Micro Enterprise Development.

d) Fiscal Operations

In the first six months of fiscal 2015 (October 2014 

– March 2015), the Central Government recorded a 

small surplus of $47.3 million compared with a surplus 

of $247.0 million in the corresponding period one 

year earlier (Table 4).  However, the non-energy fiscal 

balance remained in deficit, unchanged at 10.6 per 

cent of GDP.  Moreover, in keeping with the Central 

Government’s expansionary fiscal stance, the pace of 

spending is expected to increase during the latter half of 

FY2014/15. In particular, expenditure should be boosted 

by the settlement of outstanding wage negotiations as 

well as a pick-up in project implementation. This may 

have implications for monetary policy as the increase in 

spending may contribute to higher net domestic fiscal 

injections which add to liquidity in the financial system. 

Central Government expenditure was 2.1 per cent 

higher in the first six months of FY2015 when compared 

with the corresponding period in the previous fiscal 

year.  Moderate increases in spending were recorded 

for most categories, with recurrent and capital 

expenditure up by 2.0 per cent and 2.5 per cent, 

respectively.  Notable and ongoing capital projects 

include the Accelerated Housing Programme, the Point 

Fortin Highway and the Early Childhood, Primary and 

Secondary Schools Programme.   Central Government 

revenue was 1.2 per cent higher in the first half of 

FY2015 than in the first half of FY2014.  Despite lower 

energy prices4, energy revenues were 3.0 per cent 

higher while non-energy receipts were on par with the 

previous fiscal year.

In terms of financing, Central Government borrowing 

on the domestic market totalled $2.1 billion thus far in 

the fiscal year.  This borrowing comprised a $1.5 billion, 

12 year, 2.3 per cent fixed rate bond (issued in two 

tranches in December 2014 ($1 billion) and March 2015 

($500 million)) and a $600 million loan for one year.

4  Crude oil prices for West Texas Intermediate (WTI) were recorded at an average of US$60.90 per barrel in the months October 2014-March 2015, 
compared with US$98.05 per barrel (WTI) for the corresponding period one year earlier. Natural Gas prices also fell to US$3.35 from $4.50. Meanwhile, 
crude oil production increased to 82,987 barrels per day (b/d) in October 2014-March 2015, from 80,312 b/d for the corresponding period one year prior. 
Natural Gas production fell to average 3,987 mmcf per day compared with 4,172 mmcf per day in October-March in FY 2013/14. 
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(TT$Millions) Oct14-Mar15 Oct13-Mar14 2012/2013r 2013/2014p 2014/2015b

Revenue 25,051.9 24,746.2 52,760.1 58,313.0 60,351.2
  Energy 9,978.0 9,695.9 26,603.6 28,043.6 29,024.5
  Non-Energy 15,073.9 15,050.3 26,156.6 30,269.4 31,326.7

Expenditure 25,004.6 24,499.3 57,668.5 61,033.0 64,664.5
  Current 22,809.8 22,357.6 49,228.7 53,263.1 56,502.5
    Wages and salaries 4,279.7 4,050.7 9,171.5 8,764.8 9,260.8
    Goods and services 3,575.4 3,479.8 7,180.1 8,030.7 9,915.8
    Interest payments 1,260.8 1,166.8 2,808.7 2,881.5 3,006.6
    Transfers and subsidies 13,693.9 13,660.3 30,068.4 33,586.1 34,319.3
    Capital expenditure and net lending 2,194.8 2,141.7 8,439.8 7,769.9 8,162.0

   
Overall Non-Energy Balance -9,930.7 -9,449.0 -31,512.0 -30,763.6 -33,337.8

Overall Balance 47.3 247.0 -4,908.4 -2,720.0 -4,313.3

Total Financing (Net) -47.3 -247.0 4,908.4 2,720.0 4,313.3
Net Foreign Financing 54.3 3,392.4 -155.1 3,156.5 3,735.8
Net Domestic Financing -101.6 -3,639.4 5,063.5 -436.5 577.5
   Of which: Transfers to Heritage and Stabilization Fund 0.0 0.0 271.7 0.0 0.0

(In Per Cent of Fiscal Year GDP)

Revenue 26.8 27.7 30.8 32.6 32.3
  Energy 10.7 10.8 15.5 15.7 15.5
  Non-Energy 16.2 16.8 15.3 16.9 16.8

Expenditure 26.8 27.4 33.7 34.1 34.6
  Current 24.4 25.0 28.8 29.8 30.3
    Wages and salaries 4.6 4.5 5.4 4.9 5.0
    Goods and services 3.8 3.9 4.2 4.5 5.3
    Interest payments 1.4 1.3 1.6 1.6 1.6
    Transfers and subsidies 14.7 15.3 17.6 18.8 18.4
    Capital expenditure and net lending 2.4 2.4 4.9 4.3 4.4

Overall Non-Energy Balance -10.6 -10.6 -18.4 -17.2 -17.9

Overall Balance 0.1 0.3 -2.9 -1.5 -2.3

Total Financing (Net) -0.1 -0.3 2.9 1.5 2.3
Net Foreign Financing 0.1 3.8 -0.1 1.8 2.0
Net Domestic Financing -0.1 -4.1 3.0 -0.2 0.3

   Of which: Transfers to Heritage and Stabilization Fund 0.0 0.0 0.2 0.0 0.0

Sources: Ministry of Finance and the Economy and Central Bank of Trinidad and Tobago.

r Revised.
p   Provisional.  
b   Budgeted data based on an oil price of US$80 per barrel and Natural Gas price of US$2.75.  

Table 4:  Summary of Central Government Fiscal Operations
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e) External Accounts
(Data in this section are in US dollars unless otherwise stated)

In 2014, the country’s external accounts registered 

an overall surplus of $1.3 billion (4.7 per cent of GDP), an 

improvement from the $786.3 million surplus recorded 

in the corresponding period of 2013 (Table 5). Gross 

official reserves stood at $11.3 billion or 12.7 months 

of import cover. The current account posted a surplus 

of $1.6 billion (5.8 per cent of GDP), lower than the 

surplus of $1.9 billion (7.0 per cent of GDP) in 2013.  The 

smaller surplus was primarily on account of a decline 

in energy exports due to lower energy production 

and prices.  The deficit on the capital and financial 

account narrowed significantly from $1.3 billion in 2013 

to $307.2 million in 2014.  Portfolio investment recorded 

net outflows of $166.1 million due to larger transactions 

by energy companies.  The public sector sub-account 

moved from a surplus of $14.9 million in 2013 to a deficit 

of $303.8 million in 2014 as a result of lower net loan 

proceeds and investments abroad by the Heritage and 

Stabilization Fund.  These outflows were partly offset by 

net foreign direct investment which was recorded at 

$339.1 million, mainly emanating from reinvestments by 

foreign-owned energy companies and inter-company 

debt transactions.

The movement in international reserves suggests 

for the period January to March 2015, the external 

accounts registered an overall deficit of $606.4 million. 

This was a turnaround from the surplus of $26.2 million 

recorded in the corresponding period one year earlier. 

The level of gross official reserves fell to $10.7 billion or 

12.0 months of prospective imports of goods and non-

factor services as at March 2015 (Chart 5).

Chart 5: Trinidad and Tobago Gross Official Reserves

Source: Central Bank of Trinidad and Tobago.
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Table 5:  Trinidad and Tobago Summary Balance of Payments
(US$ Million)

2009 2010 2011r 2012rp 2013rp 2014p

Current Account 1,632.8 4,172.3 2,898.5 823.6 1,920.0 1,636.8

Trade Balance 2,241.2 4,735.4 5,433.0 3,918.4 3,898.8 3,420.1

  Exports 9,221.4 11,238.9 14,943.9 12,983.4 12,769.6 11,805.8

    Energy 7,939.8 9,435.2 12,709.7 10,569.3 10,854.2 10,034.9

    Non-energy 1,281.6 1,803.7 2,234.2 2,414.1 1,915.4 1,770.9

  Imports 6,980.2 6,503.5 9,510.9 9,065.0 8,870.8 8,385.7

    Energy 2,845.6 2,664.4 4,308.5 3,942.0 4,891.9 3,906.1

    Non-energy 4,134.6 3,839.1 5,202.4 5,123.0 3,978.9 4,479.5

Services (Net) 381.7 487.6 506.3 261.2 271.5 312.5

Income (Net) -1,017.1 -1,079.5 -3,073.9 -3,389.5 -2,275.4 -2,088.2

Transfers (Net) 27.0 28.8 33.1 33.6 25.1 -7.7

Capital and Financial Account -2,345.4 -3,753.9 -2,145.8 -1,445.6 -1,133.7 -307.2

Private Sector -2,622.8 -3,213.0 -1,850.4 -819.6 -1,148.6 -3.3

  Direct Investment* 709.1 549.4 770.6 772.1 -66.3 339.1

  Portfolio Investment -62.9 -67.3 -84.7 -445.8 -100.1 -166.1

  Commercial Banks -701.7 493.9 -309.8 -668.7 94.4 66.0

      Other Private Sector Capital** -2,567.3 -4,189.0 -2,226.5 -477.2 -1,076.6 -242.4

  Public Sector*** 277.4 -540.9 -295.4 -626.0 14.9 -303.8

Overall Balance -712.6 418.4 752.7 -622.0 786.3 1,329.6

Per Cent of GDP

Current Account 8.5 19.7 11.9 3.3 7.0 5.8

Trade Balance 11.6 22.4 22.2 15.9 14.2 12.1

Services (Net) 2.0 2.3 2.1 1.1 1.0 1.1

Income (Net) -5.3 -5.1 -12.6 -13.7 -8.3 -7.4

Transfers (Net) 0.1 0.1 0.1 0.1 0.1 0.0

Capital and Financial Account -12.2 -17.8 -8.8 -5.9 -4.1 -1.1

Private Sector -13.6 -15.2 -7.6 -3.3 -4.2 0.0

  Direct Investment 3.7 2.6 3.2 3.1 -0.2 1.2

  Portfolio Investment -0.3 -0.3 -0.3 -1.8 -0.4 -0.6

  Commercial Banks -3.6 2.3 -1.3 -2.7 0.3 0.2

     Other Private Sector Capital** -13.3 -19.8 -9.1 -1.9 -3.9 -0.9

Public Sector*** 1.4 -2.6 -1.2 -2.5 0.1 -1.1

Overall Balance -3.7 2.0 3.1 -2.5 2.9 4.7

Memorandum Items

Gross Official Reserves**** 8,651.6 9,070.0 9,822.7 9,200.7 9,987.0 11,316.6

Import Cover (months) 11.9 13.1 13.5 10.4 12.0 12.7

Source: Central Bank of Trinidad and Tobago.

r  Revised.
p  Provisional. Central Bank estimates for the period March 2012 to December 2014 are based on comparative mirror trade data with the rest 

of the world, and supplemental data on activity in the energy sector.
*  Data for 2013 were revised to account for outflows of equity as a result of the acquisition foreign-owned energy companies by a resident 

entity.
**    Includes Errors and Omissions and Capital Transfers.
***  Includes Official Borrowing, State Enterprises, Heritage and Stabilization Fund, Other Assets and Other Liabilities.
****  End of Period.
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PART IV - MONETARY ANd FINANCIAL 
SECTOR dEVELOPMENTS

Monetary Developments

Central Bank continued to gradually withdraw from 

its accommodative monetary policy stance in early 

2015.  Successive rate increases at the end of 2014 were 

followed by three consecutive rate hikes in January, 

March and June 2015, each by 25 basis points.  By the 

beginning of June 2015, the Repo rate stood at 4.00 

per cent.  Against the backdrop of stable growth in the 

non-energy sector, the Bank continued to position its 

monetary policy to address the potential challenges 

posed by rising US interest rates in the near-term and 

domestic inflationary pressures over the medium-

term.  The Bank also implemented a robust liquidity 

management strategy in 2015 aimed at improving the 

transmission of its policy rate signals.  

As such, liquidity levels in the domestic banking 

system have fallen significantly in the first four months 

of 2015.  Commercial banks’ excess reserves averaged 

$3.9 billion daily over January to April 2015, compared 

with $7.2 billion in December 2014 and $6.6 billion in the 

corresponding period in 2014 (Chart 6).  The Central 

Bank removed a combined $2.1 billion via net open 

market operations from the banking system in February 

and March 2015.  However, with liquidity levels dipping 

below $2 billion at the end of March 2015 – the first 

time in three years – the Bank allowed some open 

market Treasury securities to mature without reissue 

in April 2015 (Table 6).   Net domestic fiscal injections, 

the largest source of domestic liquidity, was also much 

lower at $3.1 billion over the review period compared 

with $4.9 billion in the first four months of 2014.  Further, 

Central Bank’s support to the foreign exchange market 

indirectly sterilized an unprecedented $5.4 billion from 

the financial system in the first four months of 2015. 

The tighter liquidity conditions have seen both the 

return of activity on the short-term funding markets 

and higher interest rates.  For the first time since the 

mid-2012, commercial banks consistently utilized the 

inter-bank market, with activity averaging $30 million, 

$174 million and $145 million daily in February, March 

and April 2015, respectively.  There was also one 

repurchase agreement with the Central Bank in early 

April 2015 – the first in nearly four years.   Interest rates on 

short-term Treasury securities increased markedly, with 

the discount rate on the three-month Treasury bill rising 

to 0.54 per cent at the end of April from 0.24 per cent in 

December 2014.  Meanwhile, the 10-year Treasury bond 

yield rose only marginally by 5 basis points to 2.78 per 

cent over the same period.  Nevertheless, by the end of 

April 2015 interest rate differentials between TT and US 

three-month and 10-year Treasury securities stood at 53 

basis points and 73 basis points, respectively (Chart 7).

Chart 6: Commercial Banks: Excess Reserves

Source: Central Bank of Trinidad and Tobago.

Chart 7: 3-Month and 10-Year TT-US Differentials 

Source: Central Bank of Trinidad and Tobago.
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With the strength of the Bank’s monetary policy 

signal improving on account of lower liquidity levels, 

commercial banks continued to adjust their prime 

lending rates in response to the increases in the Repo 

rate at the beginning of 2015.  The median commercial 

bank prime lending rate rose to 8.0 per cent at the 

beginning of May 2015, from 7.75 per cent at the end 

of 2014 and 7.5 per cent before the cycle of Repo rate 

increases began.  However, other lending rates have 

been somewhat slower to adjust.  Provisional data 

for March 2015 showed commercial banks weighted 

average lending rate fell to 7.60 per cent from 7.77 

per cent at the end of 2014.  As a result, despite the 

weighted average deposit rate edging higher by 1 

basis point to 0.55 per cent in March 2015, the interest 

rate differential continued to narrow, falling to 7.05 per 

cent in March 2015 from 7.23 per cent in December 

2014.

Thus far, the changing monetary environment (that 

is, higher interest rates and lower liquidity) has led to 

a marginal slowdown in lending to the private sector.  

On a year-on-year basis, lending by the consolidated 

financial system to the private sector grew by 6.0 per 

cent in March 2015, slightly slower than the 6.7 per 

cent outturn when the Central Bank began to raise 

the Repo rate in September 2014 (Chart 8).  Loans 

to businesses and real estate mortgages witnessed 

some deceleration, while consumer lending continued 

to expand in March 2015 when compared with 

September 2014.

The neutral outlook by the business sector as 

indicated by the March 2015 Business Confidence 

Survey was also reflected in the lethargy of business 

loan expansion.   Borrowing by businesses slowed to 

1.7 per cent (year-on-year) in March 2015 from 3.8 per 

cent in September 2014.  A breakdown of commercial 

bank business loans showed strong lending to the 

finance, insurance and real estate (10.5 per cent) 

sector was countered by declining loan balances to 

construction (-13.9 per cent) and other services (-3.4 

per cent) in March 2015.  Meanwhile, lending to the 

manufacturing sector grew by 1.7 per cent and to 

the distribution sector was unchanged from the same 

period one year ago.

Consumer lending remained robust in March 

2015.  On a year-on-year basis, lending to consumers 

expanded by 8.8 per cent in March 2015 compared 

with 8.4 per cent in September 2014. An analysis of 

commercial bank lending showed a deceleration in 

motor vehicle loans (17.4 per cent in March 2015 from 

27.1 per cent in September 2014), while the expansion 

in credit card (5.0 per cent) and home improvement/

renovation (11.7 per cent) loans remained stable. 

2011 2012 2013 2014 Jan-Apr-14 Jan-Apr-15

Fiscal Injections 14,002.6 14,938.2 10,364.6 11,855.8 4,884.6 3,142.2

Liquidity Absorption Measures

Open Market Operations (OMOs) -656.8 260.1 -260.1 -11,434.6 -1,000.0 -183.5

Central Gov’t Treasury Bond Issues 0.0 0.0 1,559.3 1,000.0 0.0 0.0

Commercial Banks’ Fixed Deposits 0.0 1,500.0 0.0 0.0 0.0 0.0

Memo Item:

CBTT Sale of Foreign Exchange 9,353.1 11,366.4 8,367.0 3,380.5 2,285.6 5,400.6

Source: Central Bank of Trinidad and Tobago.

A negative sign means that there was a net issue of OMOs resulting in a withdrawal of liquidity and a positive sign means a net redemption of OMOs that 
injects liquidity.

Table 6:  Fiscal Injections and Liquidity Absorption
(TT$ Million)
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Chart 8: Private Sector Credit to the Consolidated Financial System 
(Year-on-Year Per Cent Change)

Source: Central Bank of Trinidad and Tobago.

Growth in real estate mortgage loans may also be 

beginning to cool.  In the 12 months to March 2015, 

real estate mortgage loans rose by 9.5 per cent – the 

first single digit rate of increase since August 2012 – and 

compares with 11.5 per cent in September 2014 and 

13.1 per cent in February 2014. The slowdown in real 

estate mortgage lending came despite mortgages 

rates remaining at record low levels.  Further, the 

number of loan applications has declined over most 

of 2014, which may be a precursor to slower real estate 

mortgage growth in the future.

Financial Sector Developments

Foreign Exchange Market

Sales of foreign currency by authorized dealers to the 

public during the first four months of 2015 amounted 

to US$2,498 million, 19.8 per cent higher than the 

amount sold over the same period in 2014 (Table 7).  

Preliminary reports by dealers for the first four months 

of 2015 showed the retail and distribution sector as well 

as the international credit cards centres accounted 

for a large portion of foreign currency sales in excess 

of US$50,000.

Purchases of foreign exchange from the public 

(excludes the Central Bank) by authorized dealers, 

however, amounted to US$1,705 million over the first 

four months of 2015, a 7.6 per cent decline from the 

amount purchased over the corresponding period in 

2014.  Conversions from the energy sector declined 

by 4.3 per cent (year-on-year) in the first four months 

of 2015 as energy prices remained much lower than 

in the comparative period one year earlier.  With sales 

far outstripping supply, the net sales gap of US$793.0 

million was more than three times larger than in the 

same period in 2014.  However, Central Bank supported 

the market with record sales of US$859.9 million to 

authorized dealers during the first quarter of 2015 which 

more than off-set the net sales gap.

At the end of April 2015, the monthly weighted 

average selling rate stood at US$1 = TT$6.3717, an 

appreciation from US$1 = TT$6.4662 in April 2014.  In 

addition, with the TT dollar closely tied to the US dollar, 

the recent appreciation in the former has also seen 

the TT dollar appreciate against other major currencies 

such as the Euro, Sterling and Yen.
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Date Purchases from 
Public Sales to Public Net Sales Purchases from 

CBTT

2009 3,808.2 5,637.2 1,828.9 1,899.1

2010 4,043.3 5,536.0 1,492.7 1,550.0

2011 4,755.5 6,186.8 1,431.4 1,475.0

2012 4,859.1 6,713.7 1,854.6 1,785.0

2013 5,802.2 7,076.4 1,274.2 1,315.0

2014 5,525.2 6,955.9 1,430.7 1,715.0

Jan-Apr 2014 1,845.5 2,085.9 240.4 360.0

Jan-Apr 2015 1,705.1 2,498.1 793.0 859.9

Y-o-Y Per cent Change -7.6 19.8 229.8 138.9

  Source: Central Bank of Trinidad and Tobago.

Table 7:  Authorized Dealers: Foreign Exchange Market Activity
(US$ Million)

Capital Markets

Stock Market

Following a 2.9 per cent decline in 2014, the local 

stock market was relatively flat in the first four months 

of 2015.  The overall market index, the Composite Price 

Index (CPI), rose by a mere 0.04 per cent as at end-April 

2015 (Chart 9).  The All Trinidad and Tobago Index (ATI) 

index, which represents domestically headquartered 

firms, experienced a 0.9 per cent fall to April 2015.   

On the other hand, possibly reflecting the renewed 

optimism in the Jamaican economy, the Cross Listed 

Index (CLI) produced a 5.78 per cent return in the 

first four months of 2015. The recovery of the CLI was 

mainly attributable to a sizeable appreciation of 30.4 

per cent in the stock price of National Commercial 

Bank of Jamaica.   During the first four months of 2015, 

23.7 million shares were exchanged at a market value 

of around TT$276.6 million compared with 39.9 million 

shares at a market value of TT$395.6 million traded 

during the same period one year earlier. 

Bond Market

The primary bond market was relatively inactive 

during the first quarter of 2015.  At the end of March 

2015, there was only one bond issued (Table 8). The 

TT$500 million GORTT bond was issued at a coupon of 

2.3 per cent for 12 years through a private placement.  

Trading activity on the secondary Government bond 

market was significantly lower during the first four 

months of 2015 (eight trades were conducted at a 

face value of roughly TT$23.9 million) compared to the 

same period one year earlier (23 trades at a face value 

of TT$108.3 million).  On the heels of recent monetary 

policy tightening and lower liquidity levels, there has 

been an upward shift at the shorter portion of the TT 

Treasury Yield Curve (Chart 10).  On the other hand, 

longer-term yields have been somewhat sticky, as lack 

of new securities and limited trading at these tenors, 

have delayed responsiveness.  Yields on the one-year 

tenor rose by 80 basis points to 1.51 per cent over the 

first four months of 2015, while the 10-year tenor rose 

marginally by 5 basis points to 2.78 per cent.  
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Mutual Funds

Following a 6.3 per cent expansion in 2014, mutual 

funds under management expanded by 1.7 per cent 

to TT$42.6 billion during the first three months of 2015. 

Income funds under management rose by 1.1 per cent 

to TT$35.2 billion at the end of March 2015.  Despite 

sluggishness in the domestic stock market, equity funds 

continued to increase, growing by 5.9 per cent to TT$6.1 

billion during the quarter.  Meanwhile, mutual funds 

which represent money market and alternative funds 

expanded by 1.2 per cent during the period.  In terms 

of the industry currency profile, foreign currency funds 

ended the quarter at TT$8.4 billion, representing 4.0 per 

cent growth while TT dollar funds grew marginally by 1.2 

per cent to end the period at TT$34.1 billion. 

Chart 9:  Composite Price Index and Stock Market  
 Capitalization

Chart 10:  Standardized Trinidad and Tobago   
 Government Yield Curve5

Source: Central Bank of Trinidad and Tobago. Source: Central Bank of Trinidad and Tobago.

5  The TT Treasury Yield Curve is a standardized benchmark curve constructed using data from Central Bank of Trinidad and Tobago Open Market 
Operations, the Trinidad and Tobago Stock Exchange Secondary Government Bond Market and Market Reads from institutional players. 
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Period Issued Borrower
Face 
Value

(TT$Mn)
Period To
Maturity

Coupon Rate 
Per Annum

Place-
ment 
Type

June Central Government of Trinidad and Tobago  1,000.00 7 years Fixed Rate 2.2% Public

July Massy Holdings Limited  600.00 15 years Fixed Rate 4.0% Public

 600.00 10 years Fixed Rate 5.25% Public

August First Citizens Bank  400.00 7 years Fixed Rate 3.1% Private

 100.00 10 years Fixed Rate 3.25% Private

September Central Government of Trinidad and Tobago  1,451.84 12 years Fixed Rate 2.8% Public

October Home Mortgage Bank (HMB)  10.00 6 years Fixed rate 2.10% Private 

 240.00 6 years Fixed rate 2.75% Private 

November ANSA Merchant Bank Limited  250.00 8 years Fixed Rate 3.35% Private

December Guardian Holdings Limited  233.00 1 year Fixed Rate 3.11% Private

 517.00 5 years Fixed Rate 4.25% Private

FirstCaribbean International Bank (Trinidad & 
Tobago) Limited  480.00 3 years Fixed Rate 2.25% Private

Central Government of Trinidad and Tobago  1,000.00 12 years Fixed Rate 2.30% Private

2015

March Central Government of Trinidad and Tobago  500.00 12 years Fixed Rate 2.3% Private

Source: Central Bank of Trinidad and Tobago.

Table 8:   Primary Bond Market Activity




