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REVIEW OF ECONOMIC AND FINANCIAL DEVELOPMENTS
JULY 2012

PART I - OVERVIEW

Grave anxiety persists regarding the economic
crisis in Europe. Financial support extended
by the European Central Bank to the European
through its
(LTRO) temporarily

eased critical funding challenges. In the second

banking  system Longer-Term

Refinancing  Operations

quarter of 2012 Spain and Cyprus formally
requested financial support from the European
Union to contain risks threatening their banking
sectors. These requests coincided with bouts of
renewed financial turbulence and weakened
investor confidence.

Meanwhile, slowing growth continued to be a
challenge in other developed countries (Chart
I). Available data show that growth in the US
economy eased during the first half of 2012
and was associated with sluggish employment
gains, reduced manufacturing activity and
modest improvements in the housing market.
Emerging markets continued to outperform their
industrialized counterparts although the pace
of growth in these economies has also begun to
decelerate, especially in Brazil, India and China.

Chart |
Advanced Economies -GDP Growth
(Quarter-on-Quarter Per cent Change)
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The CARICOM region expanded by 2.8 per
cent in 20117, though individual country
performances varied. Growth was highest in
Guyana and Suriname, while Barbados and
Jamaica had modest outturns. Prospects for
growth in the region in 2012 would be heavily
influenced by developments in the global
economy, given the region’s strong economic
links to developed nations such as the USA and
the UK.

In Trinidad and Tobago, the economic picture
in the first quarter of 2012 was mixed. In the
first quarter, there was evidence of growth in the
non-energy sector particularly, in finance and
distribution. However, this was offset by declines
in energy sector output, leading to flat growth
overall on the heels of a decline of 2.2 per cent
in the fourth quarter of 2011 (Chart I).

Chart Il
Trinidad and Tobago: Real GDP Growth
(Year-on-Year Per cent Change)
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Source: Central Bank of Trinidad and Tobago.

Encouragingly, the non-energy sector expanded,
albeit marginally, during the first quarter of
2012. Non-energy activity was estimated to have
risen by 0.3 per cent, supported by the distribution
and finance sectors. These sectors grew by 1.4
per cent and 1.7 per cent, respectively, in the first
quarter of 2012 when compared to a year earlier.

International Monetary Fund (IMF), World Fconomic Outlook, April 2072. The IMF used the following countries in its

growth calculation: Antigua & Barbuda, the Bahamas, Dominica, Dominican Republic, Grenada, Haiti, Jamaica, St. Kitts-
Nevis, St. Lucia, St. Vincent and the Grenadines, and Trinidad and Tobago.
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Declines were however recorded in construction
and manufacturing (Chart ll). Construction activity,
which had shown some signs of recovery in the
second half of 2011, received a setback in early 2012
due to the direct and spillover effects of industrial
action at Trinidad Cement Limited. Disruptions
in the manufacturing of cement products and a
drop in some food processing activity, notably of
fruits and vegetables, accounted for the decline in
manufacturing.
Chart 11

Real GDP Growth - Selected Non-Energy Sectors
(Year-on-Year Per cent Change)
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Available statistics point to a 0.4 per cent
decline in the energy sector largely influenced
by maintenance operations at BPTT and
some petrochemical companies. As such the
sector saw production declines in crude oil,
while natural gas output remained relatively low
(Chart IV). Nevertheless, increased exploration
activity gave hope for a revival of energy sector
production later in the year and beyond, despite
the dampening impact of natural gas shortages on
downstream activity.

Chart IV
Crude Oil and Natural Gas Production
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More recent statistics signal that the weakness
in the energy sector persisted into the second
quarter of 2012. Despite more intense exploration,
maintenance operations by BPTT continued to
hinder crude oil and natural gas production. For
the first five months of 2012, crude oil and natural
gas production declined by 12.4 and 3.3 per cent
respectively when compared to the same period in
2011. On the non-energy front, the strike at Trinidad
Cement Limited? (TCL) led to lower levels of cement
production (44.4 per cent decline year-on-year for
the second quarter of 2012). However, increased
motor vehicle sales (13.1 per cent increase year-
on-year for the second quarter of 2012) and slow
but steady growth in private sector credit (2.8 per
cent year-on-year to May 2012) suggest that the
expansion of the distribution and finance sectors
may have continued to mid year.

Latest data from the Central Statistical Office
show a fall in the unemployment rate for the
third quarter of 2011. The rate of 5.2 per cent
represented a decline from the 5.8 per cent
recorded in the previous quarter. In the absence
of official labour statistics beyond Q3 2011, more
recent information paints a somewhat mixed
picture. The number of retrenchment notices filed
at the Ministry of Labour and Small and Micro
Enterprise Development for the first half of 2012
was 13.3 per cent lower than in the same period of
2011 (Chart V). At the same time, there are reports
of restructuring of some manufacturing companies
within the chemicals and iron and steel industries
in the first half of 2012 leading to a net loss of jobs
in these firms.

Chart V
Retrenchment Notices
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Source: Ministry of Energy and Energy Affairs.

2 The TCL strike ended on May 26, 2012.

Source: Ministry of Labour and Small and Micro Enterprise Development.
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Headline inflation continued to accelerate,
pushed up by food prices. After falling to a historic
low of 0.6 per cent (year-on-year) in August 2011,
the headline inflation rate surged to double digits
(11.8 per cent) by April 2012. In June 2012, the
rate measured 11 per cent. This jump was related
principally to rising food prices. Core inflation, on
the other hand, averaged 2 per cent over the first
half of 2012 (Chart VI), suggesting that underlying
inflation remained subdued. Nonetheless, the
escalation in cement costs (45.1 per cent in the
second quarter) impacted on producer and
building material prices, which recorded year-on-
year increases of 5.1 per cent and 7.5 per cent
respectively in the second quarter of 2012.

Chart VI
Index of Retail Prices
(Year-on-Year Per cent Change)
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Source: The Central Statistical Office of Trinidad and Tobago.

The Central Government’s accounts recorded
an estimated overall surplus of $1,329.2 million
between October 2011 and May 2012, almost
double the surplus for the comparable period
of the previous fiscal year. This was largely due to
elevated energy prices and a significant increase in
collections of Value Added Taxes (VAT). The high
energy prices relative to budgeted levels facilitated
a transfer of $168.0 million into the Heritage
and Stabilization Fund (HSF). Overall spending
increased by 2.8 per cent to reach $29,046.9
million despite a slowdown in capital expenditure.
With more than half of the fiscal year completed
it is very unlikely that the deficit of $7.6 billion
initially budgeted for the fiscal year 2011/2012 will
be realised.

the Inter-American
(IDB)

New from
Development Bank

funding
and additional

financing in respect of CLICO payments to
policy holders led to an increase in the stock
of public debt. At end-March 2012, public debt
exclusive of treasury bills and treasury notes
issued for Open Market Operations (OMOs)
stood at 38.7 per cent of GDP from 37.5 per cent
of GDP in September 2011.

The Central Bankmaintained anaccommodative
monetary policy stance to help spur growth and
the expansion of private sector credit. As such,
up to mid 2012 the repo rate was maintained at
its historically lowest level of 3.00 per cent set in
July 2011 (Chart VII). While expressing concern
about the trajectory of headline inflation, the
Bank indicated in its policy statements that the
stability of core inflation provided some room for
the continuation of the accommodative stance.

Chart VIl
Repo Rate and Commercial Banks’ Basic Prime Lending Rate
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Source: Central Bank of Trinidad and Tobago.

At the same time, the Central Bank had to
address a surge in banking system liquidity,
which had the potential to fuel domestic
demand. At the beginning of 2012, excess
reserves of the commercial banks at the Central
Bank soared to over $6 billion. As one way of
dealing with this, the Central Bank requested
commercial banks to make voluntary ‘special
deposits” totaling approximately $1.5 billion
at the Central Bank. This enabled the level of
excess reserves to retreat sharply thereafter, to a
daily average of $2.2 billion in June 2012.

In a very liquid financial environment, interest
rates have remained low. After reaching 0.04
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per cent in March 2012, 3-month treasury bill
rates increased marginally in the second quarter
of 2012, prompted by tighter liquidity conditions.
This led to a widening of the TT/US 91 day
treasury bill rate spread, which nonetheless
remained very narrow at 40 basis points. The low
interest rate setting has discouraged the holding
of time deposits and influenced a shift towards
more liquid demand and savings deposits.

Credit to the private sector continued to grow
into 2012 although, there are signs that the
pace has decelerated in some loan categories.
Lending to the business sector recorded year-on-
year growth of 4.6 per cent in May 2012, while
consumer lending grew only marginally (1.1 per
cent). Commercial banks’ aggressive marketing,
together with what appears to be higher demand
for real estate given the low levels of interest rates,
resulted in strong growth of real estate mortgages
of just under 10 per cent year-on-year to May
2012.

Despite the sluggish domestic economy, the
commercial banks reported strong profits and
maintained capital well in excess of the statutory
requirement.
portfolios, banks faced declining interest income
given the soft interest rate environment and the

Notwithstanding growing loan

scarcity of new viable investment alternatives.
They
their interest expenses and other operating

nevertheless,  successfully ~ managed
expenses and recorded commendable profits.
Credit quality declined slightly as the ratio of
nonperforming loans to gross loans inched up to
6.8 per cent in March 2012 from 6.3 per cent in
December 2011. The banking system maintained
its capital strength: the ratio of regulatory capital
to risk-weighted assets increased to 26.1 per cent
in March 2012 from 25.1 per cent in December
2011.

After posting a strong performance in 2011, the
domestic stock market was relatively lethargic
in the first half of 2012. The Composite Price

Index (CPI) fluctuated during the period, in part
due to weak performance of companies within
the Cross Listed Index, while the All Trinidad
and Tobago Index recorded growth of 5 per
Companies in the Manufacturing | and
Conglomerate sectors made gains while there

cent.

were poor performances in the Non-Banking and
Banking sectors partly related to movements in
cross-listed shares.

For 2011 the balance of payments accounts
recorded a surplus of $752.6 million. While
the positive balance was mainly driven by the
current account, imports of energy products,
food and transportation equipment grew faster
than the rise in exports in 2011. This resulted in
a narrowing of the merchandise trade balance.
The current account recorded a surplus of $2.3
billion, which was lower than the $4.1 billion
in 2010. The current account surplus was partly
offset by a deficit on the capital and financial
account of $1.5 billion in 2011.

Trinidad and Tobago’s gross official reserves
increased to $9,822.7 million at the end of
2011. At the end of June 2012, gross official
reserves stood at $9,734.8 million (Chart VIII).
This suggests that in the first half of 2012, Trinidad
and Tobago’s external accounts registered a
deficit of $87.9 million.

Chart VIlI
Gross Official Reserves and Import Cover
(End of Period)
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Source: Central Bank of Trinidad and Tobago.
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PART Il - OUTLOOK

There remains tremendous uncertainty
regarding the short-term outlook for the global
economy. The crisis in Europe in particular
continues to cast a dark shadow over financial
markets on the continent and elsewhere. In the
United States, financial and real sector indicators,
especially with respecttolabour marketconditions,
do not give convincing signs of a strong sustained
recovery and the upcoming Presidential elections
could further complicate policy making. Some of
the large emerging market economies continue to
struggle with a deceleration of growth along with
inflationary pressures. Overall, global prospects
have weakened. In its July 2012 World Economic
Outlook Update the IMF revised downward its
projection for global growth to 3.5 per cent in
2012 from the earlier 3.6 per cent estimate.

Based on present indications, real growth in
Trinidad and Tobago for 2012 is expected to
be on the order of 1 per cent (Table I). The
forecast is predicated on non-energy sector
activity continuing its revival into the rest of 2012.
An acceleration in the implementation of public
sector projects complemented by fresh private
investments would be key to supporting growth
of non-energy activities.

A revival of petroleum and natural gas output
in the second half of the year would also be
critical in providing the basis for expansion

in petrochemical and related energy-based
output.  This could allow for a moderate
increase in energy output in 2012 thereby, partly

recovering some ground lost in 2011.

Taking into account price developments to
June, headline inflation could average in the
high single digits for 2012. Adequate rainfall
so far for 2012 along with the implementation of
plans by the Ministry of Agriculture could help to
reduce volatility in domestic food supplies and
food inflation. Nonetheless, a potential surge
in international food prices related to adverse
weather in the US and elsewhere, could spill over
to import costs of food in Trinidad and Tobago.
Excluding food items, pressures are expected to
remain subdued especially if cement prices are
normalized. The Central Bank will continue
to monitor the inflation environment and take

appropriate monetary policy actions.

The growth and inflation projections for
Trinidad and Tobago assume that there would
be no major adverse external or domestic
(@ a
sudden deterioration in financial markets abroad;

economic shocks. These shocks include:

(b) a dramatic fall in demand from our Caricom
trading partners; (c) a worsening of the local
industrial relations climate; (iv) major flooding
in the rainy season; and (v) a resurgence in
international food price inflation.
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Table |
Summary Economic Indicators

2007 2008 2009 2010 2011 2012

INTERNATIONAL' (annual percentage changes, unless otherwise stated)
World Output 5.4 2.8 -0.6 5.3 3.9 3.5
Advanced Economies 2.8 0.1 -3.6 3.2 1.6 1.4
Emerging and Developing Markets 8.9 6.0 2.8 7.5 6.2 5.6
DOMESTIC ECONOMY
Real Sector Activity (annual percentage changes, unless otherwise stated)
Real GDP 4.8 2.7 -3.3 0.0 -1.4 1.0

Energy 1.7 -0.3 2.5 2.0 -3.8 0.7

Non-Energy 7.6 4.9 -6.7 -3.8 0.1 1.3
Headline Inflation (end-of-period) 7.6 14.5 1.3 13.4 5.3 8.0
Headline Inflation (average) 7.9 12.0 7.2 10.5 5.2 8.5
Core Inflation (average) 4.3 6.2 4.2 4.3 1.7 2.2
Unemployment Rate (average) 5.5 4.6 5.3 5.9 5.4 5.4
Fiscal Operations * (in percent of GDP)
Central Government Balance 1.7 7.3 -4.9 0.1 -0.7 -2.5
Public Sector Debt * 29.2 24.4 33.5 38.6 37.5 41.6
Money and Finance (annual percentage changes)
Credit to the Private Sector 21.7 13.7 -4.4 0.5 6.5 5.5
Broad Money Supply 13.5 13.0 27.0 5.0 13.9 12.5
External Sector (in percent of GDP, unless otherwise stated)
Current Account Balance 23.8 30.3 8.3 19.9 10.0 10.2
Gross Official Reserves (US$Million) 6,673.5 9,380.3 8,651.6 9,070.0 9,822.7 9,844.1
Gross Official Reserves (in months of imports) 9.4 11.5 11.9 13.1 13.5 10.8

Sources: Central Bank of Trinidad and Tobago, Ministry of Finance, CSO and IMF.

1 Sourced from IMF World Economic Outlook Update July 2012.
2 On afiscal year (FY) basis (October - September) e.g. 2007 represents FY 2006/2007.
3 Excludes the balances on Treasury Bills and Treasury Notes issued for Open-Market Operations.
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PART 111 - INTERNATIONAL ECONOMIC DEVELOPMENTS

Escalating tensions in the Euro area led to
tighter financing conditions and heightened
global uncertainty. InJuly 2012, the International
Monetary Fund (IMF) lowered its forecasts for
global economic growth for 2012 from 3.6 per
cent to 3.5 per cent and for 2013, from 4.1 per
cent to 3.9 per cent (Box 1). Despite measures
by European authorities to relieve financial
market pressures in early 2012, signs of further
destabilization in Spain, Cyprus and ltaly in the
second quarter renewed financial turbulence and
further undermined investor confidence. In June
2012, Spain formally requested European funds
for recapitalizing its banking sector.  Further,
Cyprus requested financial support to contain
its exposure to the Greek economy. At the June
2012 European Union (EU) Summit, leaders
moved to arrest the crisis engulfing the region
by announcing plans towards closer banking
and fiscal union, and for allowing the European
Stability ~ Facility ~ (EFSF)/European
Stability Mechanism (ESM) to directly recapitalize
troubled banks.

Financial

Meanwhile, growth was slowing in other
developed countries. The pace of the recovery in
the US economy eased to 1.5 per cent (quarter-
on-quarter) in the second quarter of 2012 from
2.0 per cent in the first quarter of 2012. Available
indicators point to mixed signals in the US, and
overall the recovery seems tepid at best (Box
2). Further, economic growth in the near-term
could be affected by the “fiscal cliff” which the
US faces at the end of the year, as earlier tax cuts

expire and agreed spending cuts become due.
In the United Kingdom (UK), economic activity
declined by 0.7 per cent in the second quarter of
2012. Followinga 0.3 per cent contraction in the
fourth quarter of 2011, growth in the Euro Area
was stable in the first quarter of 2012.

While continued to
outperform their industrialized counterparts,
the pace of growth in these economies has
slowed. This may be as a result of the increased

emerging markets

monetary tightening which started in 2011
to lessen excessive credit growth and curb
inflationary pressures, as well as contagion effects
related to the Euro Area crisis. In the second
quarter of 2012, economic growth in China
was recorded at 7.6 per cent on a year-on-year
basis, compared with 8.1 per cent in the previous
quarter (Table 1). Meanwhile, India’s economy
grew by 5.3 per cent in the first quarter of 2012,
compared with growth of 6.1 per cent in the
fourth quarter of 2011. The events in Europe
have also resulted in a reduction in capital flows
to these economies. In light of this slowdown in
growth, policymakers in China have gradually
shifted their stance to emphasize boosting
liquidity and economic activity, as inflation has
begun to decelerate. After a period of monetary
tightening, the Bank of China reduced the reserve
requirement for banks and eased its lending and
deposit rates by 25 basis points to 6 per cent and
3 per cent, respectively, in July 2012, cutting rates
for the second time for the year.

Table 1
Emerging Economies — Quarterly GDP Growth
(Year-on-Year Per cent Change)

2010 2011 2012
| 1] v | i v | 1l
China 10.3 9.6 9.8 9.7 9.5 9.1 8.9 8.1 7.6
India 8.5 7.6 8.2 9.2 8.0 6.7 6.1 5.3 n.a.
Brazil 8.8 6.9 5.3 4.2 3.3 2.1 1.4 0.8 n.a.
Russia 4.9 3.8 4.9 4.0 3.4 5.0 4.8 4.9 n.a.

Source: Bloomberg.
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Box T: INTERNATIONAL MONETARY FUND
WorLD EcoNomic OutLook UPDATE (Jury 2012)
Global Growth Downgraded...

In its July 2012 World Economic Outlook Update, the International Monetary Fund (IMF) presented a slightly
darker forecast for global economic growth. In 2012, the global economy is now expected to expand by 3.5
per cent, slightly lower than the previous forecast (Table 1). Further, the forecast for global growth in 2013 was
lowered to 3.9 per cent from 4.1 per cent. The Fund cited signs of further weakness in the already tepid global
recovery largely on account of increasing financial and sovereign pressures in Europe.

In the near-term, expected growth for both advanced and emerging economies were revised downward.
Economic growth in advanced economies is now projected to expand in 2012 and 2013, by 1.4 per cent and
1.9 per cent respectively. Meanwhile, in 2012 and 2013, growth in emerging economies is expected to increase,
by 5.6 per cent and 5.9 per cent, respectively. The downward revisions were mainly due to the weaker external
environment and increased investor uncertainty.

These forecasts are based on the assumption that there will be timely and sufficient policy action to buffer
financial conditions in the Euro Area through 2013. Another influencing factor is the avoidance of a large fiscal
adjustment in the US that is scheduled to take place next year. Failing this, the Fund cautioned that US growth
will halt, resulting in massive spillages to the global economy.

The Fund stressed that the most pressing risk to the global economy is that delayed or insufficient policy
action will further escalate the crisis in Europe. In this regard, the Fund welcomed the agreements reached at
the June 2012 EU summit as a step in the right direction.

Table 1
World Economic Outlook: Real GDP Growth
(Year-on-Year Per cent Change)

Difference from
Projections April 2012 WEO
Projections
2010 2011 2012 2013 2012 2013
WORLD OUPUT 5.3 3.9 3.5 3.9 -0.1 -0.2
Advanced Economies 3.2 1.6 1.4 1.9 0.0 -0.2
United States 3.0 1.7 2.0 2.3 -0.1 -0.1
United Kingdom 2.1 0.7 0.2 1.4 -0.6 -0.6
Canada 3.2 2.4 2.1 2.2 0.1 0.0
Euro Area 1.9 1.5 -0.3 0.7 0.0 -0.2
Japan 4.4 -0.7 2.4 1.5 0.4 -0.2
Emerging and Developing Economies 7.5 6.2 5.6 5.9 -0.1 -0.2
China 10.4 9.2 8.0 8.5 -0.2 -0.3
India 10.8 7.1 6.1 6.5 -0.7 -0.7
Latin America and the Caribbean 6.2 4.5 3.4 4.2 -0.3 0.1

Source: IMF World Economic Outlook Update, July 2012.
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Box 2: THE Us EcoNomy — MIXED SIGNALS ABOUND

Real GDP Growth
(Quarter-on-Quarter Per cent Change)

The pace of the economic recovery slowed in the
first quarter of 2012....
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Consumer spending was unchanged in May 2012,
for the first time in six months...

US Unemployment Rate and New Jobs Created

Job growth appears to be rising at a somewhat
slower pace than earlier in the year ....
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PART IV - GROSS DOMESTIC PRODUCT

Following declines over the last two quarters
of 2011, economic activity in Trinidad and
Tobago is estimated to have leveled off during
the first quarter of 2012. Preliminary estimates
from the Central Bank’s quarterly gross domestic
product index (QGDP) indicate that growth in the
domestic economy was flat (O per cent) as a 0.3
per cent increase in the non-energy sector offset
the decline in the energy sector (Chart 1 and
Appendix Table 1).
Chart 1

Trinidad and Tobago: Real GDP Growth
(Year-on-Year Per cent Change)
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Source: Central Bank of Trinidad and Tobago.

The energy sector recorded its third successive

quarter of contraction as maintenance
operations continued into the first quarter
of 2012. Maintenance operations at BPTT
accounted for low levels of crude oil and natural
gas production which resulted in a 1.2 per cent
decline in the exploration and production sub-
sector. Crude oil production contracted by 13.8
per cent®, averaging 82,480 barrels per day.
Natural gas output remained low showing only
a marginal increase of 0.3 per cent in the first
quarter of 2012 compared to the same period last

year (Appendix Table 4).

The refining sub-sector declined by 4 per cent,
mainly reflecting lower production of diesel
fuel. In the wake of efforts by the Government to

3

deter illegal local and foreign sales of diesel fuel,
production and exports have fallen on average by
40 per cent. The resulting lower refining activity
led to reduced crude oil imports of 19.6 per
cent in the first quarter of 2012 compared to the
same period in 2011. In other areas of refining,
output of natural gas liquids fell by 15.5 percent
respectively, while LNG production declined
marginally (0.4 per cent).

The continuing low supplies of natural gas
impacted the production of petrochemicals,
which declined by 4.2 per cent during the
first quarter of 2012 (Appendix Table 5).
Scheduled maintenance at the Atlas methanol
plant in January 2012 and mechanical problems
at the urea plant added to the sub-sector’s weak
performance during the quarter.

Preliminary estimates suggest that activity in the
non-energy sector was up slightly, buoyed by
distribution and finance. The distribution sector
grew by an estimated 1.4 per cent during the first
quarter of 2012, with the Index of Retail Sales
increasing by 8.9 per cent on a year-on-year basis.
Increased sales were reported in several industries
including dry goods (11.7 per cent), supermarkets
and groceries (10.6 per cent) and motor vehicles
and parts (11.3 per cent) (Appendix Table 7).
In contrast, the 5.4 per cent reduction in retail
sales of hardware and construction materials was
associated with reduced availability of cement.
Growth continued in the finance sector, driven
mainly by an expansion in commercial bank
loans and deposits.

Declines in the construction and manufacturing
sectors have curbed overall growth in the non-
energy sector. The construction sector declined
by 4.1 per cent, concurrent with a fall in the
production of gravel and sand (8.2 per cent),
as well as curtailments in local sales (17.2 per

The rate was calculated based on total volume produced. The decline in the average daily rate of production over the period

is 14.9 per cent. The difference in the numbers is due to the difference in the number of days in the period as 2012 is a leap

year.
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cent) and production (34.7 per cent) of cement
due to industrial action at Trinidad Cement
Limited (TCL) (See Box 3). The contraction in
the manufacturing sector (2.9 per cent) mainly
reflected a drop in food processing activity. In
addition, the chemicals sub-sector declined due
to a substantial fall in cement production, which
in turn affected the production of bricks, blocks
and other concrete products. Several firms in the
chemicals sub-sector indicated that the impact

falls of 44.4 per cent and 8.2 per cent in cement
production and sales respectively for the second
quarter of 2012 when compared to the same
period in 2011. Elsewhere, the agriculture sector
declined (1.8 per cent), possibly due to adverse
weather conditions. Data from the National
Agricultural ~ Marketing and  Development
Corporation (NAMDEVCO) show a substantial
drop in the availability of most vegetable crops

at the Northern Wholesale Market during the first

of the industrial action at TCL continued into  quarter.

the second quarter of 2012. This is evidenced by

Box 3: THE IMPACT OF THE STRIKE AT TRINIDAD CEMENT LIMITED

Activity in the construction sector was adversely affected by industrial action at Trinidad Cement Limited
(TCL) between February 27 and May 26, 2012. Reports indicate that some 400 employees, incuding permanent
and temporary workers, were on strike, leaving the workforce at approximately half its capacity. To maintain some
minimum level of production, the company employed temporary workers and adjusted production processes
during the strike.

During the first half of 2012, production and local sales of cement, fell by 40.0 and 12.3 per cent, respectively,
when compared to the same period in 2011. As a result of the shortfall in production, TCL imported cement,
but the imports were insufficient to offset the fall in local production. Cement prices therefore rose significantly.
According to data from the Index of Building Material Prices, the average price of cement rose by 26.1 per cent
during the first half of 2012 when compared to the same period of 2011.

The shortfall in cement and the increased prices contributed to a fall in retail sales of hardware and
construction materials (4.5 per cent). The impact of the strike also spilled over into the chemicals and non
metallic minerals industry within the manufacturing sector. Several manufacturers of concrete products indicated
that production was adversely affected by the reduced availability of cement. This, in turn fuelled price increases
of those products.

Table 1
Selected Indicators of Construction Activity
(Year-on-Year Per cent Change)

2011 2012
Qi Qi QIv Ql Qn
QGDP Index - Construction -5.5 1.5 1.3 -4.1 n.a.
Cement Production 2.9 15.7 15.5 -34.7 -44.4
Production of Gravel and Sand 25.3 19.1 2.4 -8.2 n.a.
QGCDP Index - Manufacturing 5.4 1.6 -1.1 -2.9 n.a.
Chemicals and Non-Metallic Minerals 12.4 2.7 4.2 -8.1 n.a.

Index of Producers Prices (1995=100)

Chemicals and Non-Metallic Products -0.2 -0.8 0.8 2.1 12.2
Index of Retail Sales —

Hardware and Construction Materials -10.0 3.9 14.6 -4.5 n.a.

Local sales of cement -2.7 7.0 6.5 -17.2 -8.2
Index of Building Material Prices 3.3 3.2 4.9 4.3 7.5

Price of Cement 0.4 -0.1 -0.6 7.5 45.1

Price of Gravel (12 M "™ 3) 6.6 -2.6 -2.9 -3.1 -8.7

Price of Concrete Block (150 mm) -8.4 2.8 0.1 5.0 12.7

Source: Central Bank of Trinidad and Tobago and the Central Statistical Office.
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PART V - DOMESTIC PRODUCTION*

Petroleum

Despite significant improvement in exploration
activity, crude petroleum production continued
to slip. Total depth drilled and average rig days
showed healthy year-on-year increases of 25.0
per cent and 82.3 per cent, respectively, during
January toMay 2012. However, crude production
averaged 83.0 thousand barrels per day (bpd)
during the first five months of 2012, down from
95.4 thousand bpd in the same period in 2011
(Table 2). Maintenance operations at BPTT, which
affected the industry throughout most of 2011,
continued to weigh on production in 2012.

Refinery throughput was also down in the first
five months of the year, by 14.7 per cent, as
a result of curtailed production of diesel fuel.
Between January and May 2012, total production
of diesel fell by 48.0 per cent compared to the
same period in 2011. This was the direct result

of lower foreign sales of diesel in the context of
recent efforts to halt on the illegal export of the
commodity. Consequently, imports of crude oil
for refining also slowed substantially.

Natural Gas

For the first five months of 2012, natural gas
production has remained at the low levels
witnessed in 2011 as maintenance activity
continued to affect production rates. The
average daily production of natural gas slipped
by 3.9 per cent in January - May 2012 when
compared to average daily production in the
same period a year earlier (Table 2). Most of the
shortfall was from BPTT, whose production was
down 15.4 per cent over the period. Natural gas
utilization declined 5.3 per cent to 3.8 billion
cubic feet per day given noteworthy declines in
LNG and methanol production.

Table 2
Production of Selected Energy and Energy-based Commodities

Period Crude Oil Natural Gas Fertilizers Methanol
bbl/d mmcf/d tonnes tonnes
Jan-12 85,491 4,287 527,609 424,364
Feb-12 80,278 4,343 460,381 446,722
Mar-12 81,670 4,067 483,435 529,655
Apr-12 82,376 3,831 507,215 412,154
May-12 85,039 4,099 497,719 468,394
Jan-May 11 95,418 4,296 2,459,072 2,573,898
Jan-May 12 83,010 4,125 2,476,359 2,281,289

Source: Ministry of Energy and Energy Affairs.

4 See Appendix Tables 4, 5 and 6.
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Liquefied Natural Gas (LNG) and Natural Gas
Liquids (NGLs)

Production of both ING and NGLs suffered
year-on-year declines over the period January
to May 2012. Production of LNG declined 5.1
per cent to 13.1 thousand cubic metres, while
NGL production fell 18.9 per cent to 5.7 million
barrels. Inaddition to lower natural gas availability,
a two-week unplanned shutdown of Train 4 (the
country’s largest LNG train) brought about the
lower output of LNG while the production of
somewhat drier natural gas® by the country’s gas
producers contributed to the decreased output of
NGLs.

Nitrogenous Fertilizers

Total fertilizer production grew in the five
months to May 2012 (Table 2) as ammonia
production expanded while that of urea fell.
Though ammonia plants have operated at less-
than-full capacity so far in 2012 due to natural
gas feedstock shortages, the sector has benefited
from fairly steady production runs since there
have been no significant plant outages during the
period. Urea production, on the other hand, was
affected by mechanical problems at production
facilities in early 2012.

Methanol

Methanol production declined in the first five
months of 2012.
affected by the temporary closure of the Atlas

Production was adversely

methanol plant in January and a three-week
scheduled maintenance outage of the M5000
methanol plant in April/May. These outages
brought about a year-on-year decline in methanol

output of 11.4 per cent (Table 2).

Iron and Steel

The output of iron and steel products varied in
the first quarter of 2012. While DRI production

can be obtained per unit of natural gas.

in the first quarter of 2012 increased by 10.1
per cent over that of the same period in 2011,
billet and wire rod output was down on lower
demand. DRI production was significantly lower
in the corresponding period of 2011 due to
maintenance activity.

Energy Commodity Price Index (ECPI)*”

Weaker natural gas prices in the first quarter
of 2012 coupled with a soft crude oil market
during the second quarter led to a fall in the
ECPI. The ECPI fell from 141.40 in December
2011 to 125.56 in June 2012 (Chart 2). Record
levels of natural gas inventories in the US and
Canada weighed on gas markets in early 2012.
By the second quarter, a buildup of global crude
oil stocks and concerns over the worsening
sovereign debt situation in the Euro zone put
downward pressure on oil prices. As the oil price
fell, so too did the price of several derivatives of
crude oil including diesel, motor gasoline and jet
fuel. Meanwhile, strength in petrochemical prices
came from cutbacks in the supply of fertilizers
and impending sanctions on the import of Iranian
methanol.  However, this was insufficient to
counteract the lower prices of natural gas, crude
oil and oil derivatives.

Chart 2
The Energy Commodity Price Index
(Jan. 2007 = 100)
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Source: Central Bank of Trinidad and Tobago.

Natural gas liquids (NGLs) are extracted from natural gas. The ‘drier’ the natural gas, the less amount of liquids (NGLs) which

The Energy Commodity Price Index (ECPI) is a summary measure of the price movements of Trinidad and Tobago'’s top ten

energy-based commodity exports. See also Table 4 of the Summary Fconomic Indlicators Bulletin.

For details on individual commodity prices see Part XIV of this Bulletin - International Commodities Markets.
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The Energy Services Sector’® Survey (ESSS)

The ESSS reported “a surprisingly sharp drop
in business confidence in the second quarter
of 2012.” The fall in confidence was due to the
delay in the start of several downstream projects,
a marginal drop in the number of rigs during the
period compared to the previous quarter and
general concerns about the state of the global and
local economy.

Agriculture

Available data suggest reduced availability of
selected agriculture products in the second
quarter of 2012. Volumes of local produce
brought to the major wholesale market — the
Norris Deonarine Northern Wholesale Market
(NDNWM) - show that for the second quarter of
2012 declines were recorded for sweet potatoes

(32.3 per cent) and christophene (27.3 per
cent)’. The Trinidad and Tobago Agribusiness
Association (TTABA) another major stakeholder in
the agriculture sector, showed varied purchases
across commodities' (Table 3). Data provided
by the association showed volume increases for
pommecythere (186.1 per cent) for the second
quarter of 2012 when compared to a year prior.
However, the volumes of sweet potato and hot
pepper purchases decreased by 76.5 per cent and
22.3 per cent respectively for the same period.
Such trends, as noted above, are similar to that
of the wholesale market. For instance, declining
purchases of sweet potatoes at TTABA alongside
reduced availability at the markets suggests
declining domestic output of this commodity.
This decline was related to adverse weather
conditions during the final quarter of 2011
which caused flooding of low lying areas. These
conditions negatively affected land preparation

(32.6 per cent), cassava (50.4 per cent), tomatoes  activities.
Table 3
Purchases of Selected Commodities by the TTABA
(kg)
Cassava Pommecythere Sweet Potato Hot Pepper

Qlll 138,276 41,354 4,419 -
2010

Qlv 136,737 73,621 10,939 -

Ql 124,106 88,097 20,297 5,996
2011 Qll 72,617 29,581 78,608 36,125

Qlll 90,166 150,174 155,424 8,536

Qlv 155,817 172,252 42,765 22,334

Ql 145,170 31,007 25,647 21,535
2012

Qll 64,939 84,618 18,483 28,081

Source: Trinidad and Tobago Agribusiness Association.

The energy services sector comprises all services contracted along the process from exploration to end-use of energy that
require energy-sector specific skills, knowledge or capabilities, including the provision of specialist equipment, tools or
processes. The ESSS is conducted quarterly by the Energy Chamber on firms comprising the energy services sector. For more
details on the results of the survey see http://www.energy.tt/index.php?categoryid=1&p2001_articleid=1192

See The National Agriculture Marketing Information System (NAMIS) website for detailed tables — http://www.namistt.com.

Since the advent of TTABA in May 2006, its purchases of agricultural commodities have not been reflected in data at various
wholesale markets (such as NDNWM). TTABA purchases these commodities directly from farmers (through contractual

arrangements) and as such, these commodities do not reach markets.
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PART VI - LABOUR MARKET

Latest Central Statistical Office data show a
5.2 per cent unemployment rate for the third
quarter of 2011 compared with 5.8 per cent
in the previous quarter. It is difficult to be
sure if this improvement extended beyond the
third quarter 2011, but supplemental data on
retrenchment notices from the Ministry of Labour
and Small and Micro Enterprise Development
(MLSMED) suggest that it might have. MLSMED
recorded that, 220 persons were retrenched in
the fourth quarter of 2011, down marginally
from 224 persons in the corresponding period of
2010. In the first half of 2012, 403 persons were
retrenched, down from 465 persons in the first
six months of 2011. Preliminary analysis indicates
that the state of emergency and curfew beginning
in the third quarter of 2011 and ending in the
fourth quarter did not have an adverse impact on
the number of retrenchments. Rather, it appears
that businesses may have adopted a “wait and
see” stance during the period.

However, the Index of Hours Worked declined
by 2.0 per cent (year-on-year) in the first
quarter of 2012. This reflected in some measure
the various work stoppages associated with
industrial action, including the Trinidad Cement
Limited strike (Appendix Table 3A). In particular,
the chemicals sub-index recorded a 17.7 per
cent drop, with hours worked in the cement sub-
category decreasing by 25.7 per cent year-on-
year.

Productivity witnessed an overall decline
in the first quarter of 2012 compared to a
year ago, dragged down by declines in the
energy sector and food processing. The Index
of Productivity (as measured by the Index of
Domestic Production divided by the Index of
Hours Worked) for all sections recorded a 4.3 per
cent decline in the first quarter of 2012. Food
processing fell 40.5 per cent over the period,
due to a drastic decline in production (Chart 3
and Table 2A).

the energy sector, with exploration of oil and gas

Declines were also evident in

(-16.8 per cent) as well as refining of oil and gas
(-28.8 per cent) displaying significant contractions
(Appendix Table 3B). These declines outweighed
increased productivity within the chemicals
and non-metallic minerals (26.5 per cent) and
petrochemicals (3.5 per cent) sub-sectors.

Chart 3
Index of Productivity
(Year-on-Year Per cent Change)
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PART VII - PRICES

Headline inflation reached double digits during
the second quarter of 2012". The headline
inflation rate as measured by the 12-month
increase in the Index of Retail Prices rose to 11
per cent in June mainly as a result of food inflation
(24.1 per cent) as core inflation remained stable
(2.3 per cent) (Appendix Table 10).

most price changes in non-food items remained
moderate, although the sub-index for Alcoholic
Beverages and Tobacco posted a faster increase
of 4.7 per cent compared to 2.6 per cent in May
2012.

Chart 4
Components of Food Sub-Index of RPI

(Year-on-Year Per cent Change)

Supply constraints appear to be a major issue

affecting food prices'. The high inflation in the Zgg s
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month basis to June 2012), fruits (31.4 per cent) g 200 \&\/ //\ / -

and fish (11.3 per cent) (Chart 4). Supplementary 100 N —_—— 2

information on individual commodities showed 122 o \\, /T R
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e pace of increase in prices for meat and milk,

cheese and eggs slowed. As regards core inflation,  Source: Central Statistical Office.

Table 4
Selected Commodity Prices at the Norris Deonarine Northern Wholesale Market
(TT$)
Commodity Jun-11 Sep-11 Dec-11 Mar-12 Jun-12 Jun-12
(Year-on-Year Per
O cent Change)

Root Crops

Sweet Potato (kg) 4.82 3.94 6.16 9.91 9.00 86.7

Cassava (kg) 4.23 4.14 4.56 6.33 8.00 89.1

Dasheen (kg) 4.55 5.51 6.53 7.03 5.84 28.4

Eddoes (kg) 10.46 9.69 8.39 9.46 20.27 93.8
Leafy Vegetables

Cabbage (Local Green) (kg) 7.35 10.50 9.50 4.39 9.67 31.6

Callaloo Bush (Roll) (Bundle) 4.63 4.99 4.98 5.00 4.99 7.8
Vegetables

Tomato(kg)' 11.68 14.87 18.98 7.43 19.38 66.0

Cucumber(kg) 5.02 5.46 4.41 4.12 2.64 -47 .4

Sweet Pepper(kg)’ 14.16 17.79 22.39 11.75 17.66 24.7

Christophene(kg) 14.02 15.39 14.37 6.05 14.64 4.4
Fruits

Watermelon(kg) 4.14 5.71 6.47 5.95 6.50 57.0

Pineapple(kg) 6.61 9.89 9.11 10.74 10.28 55.5

Source: The National Agricultural Marketing and Development Corporation (NAMDEVCO).

1 Represents an average of the prices for varying sizes.

"' The CSO has indicated that the RPI will be revised from January 2013 to take into account a new basket and a methodological
change. See details at http://www.news.gov.tt/index.php?news=11034.
12 See Part IV of this Bulletin- Domestic Production, subsection on Agriculture.
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Wholesale prices' also showed strong upward
movements for the second quarter of 2012 in
the wake of cement shortages. The Index of
Producer Prices rose by 5.1 per cent (year-on-
year) with the largest price increase occurring in
the chemicals and non-metallic products (12.2
per cent) sub-sectors (Appendix Table T1A).
The disruptions to production arising out of the
industrial action at TCL resulted in a 39.2 per cent
year-on-year increase in the cement sub-category,
which impacted the chemicals component of the
Index.

Relatedly, the Index of Building Materials Prices
showed a significant year-on-year increase
(7.5 per cent) for the second quarter of 2012
(Appendix Table 11B). This comprised a 13.2 per
cent increase in the sub-index for site preparation
and concrete frames and an 8.9 per cent increase
in the walls and roof sub-indices (Chart 5). The
increase in the site preparation sub-category in
particular resulted from higher cement prices

13

over the period. Increases were also noted for
the other sub-indices such as finishing, joinery
units, painting and external works (5.2 per cent),
plumbing and plumbing fixtures (1.7 per cent)
and windows, doors and balustrading (1.2 per
cent).

Chart 5
Index of Building Material Prices
(Year-on-Year Per cent Change)
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Source: Central Statistical Office.

The Index of Producer Prices measures prices of industry inputs into the manufacturing process. This Index does not include

the prices of food, consumer durables and services to households.
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PART VIII - CENTRAL GOVERNMENT FISCAL OPERATIONS™

The Central Government recorded an overall
surplus on its accounts between October 2011
and May 2012, almost double that of the same
period one year earlier. Elevated international
energy prices coupled with higher non-energy
receipts outstripped the increases in government
expenditure which resulted in an overall surplus
of $1,329.2 million, well above the $686.7
million recorded in the corresponding period in
the fiscal year 2010/2011" (Table 5). The smaller
non-energy deficits relative to the previous fiscal
year suggests that the magnitude of the fiscal
stimulus was lower than envisaged. For the first
eight months of the fiscal year 2011/2012 the
non-energy fiscal deficit declined to $14,392.0
million compared with $14,913.9 million over
the same period one year earlier.

Increased energy prices together with a
broad based improvement in non-energy tax
collections saw total revenue rise by 5.0 per
cent to $30,376.1 million from the comparable
period of the previous fiscal year. The gains in
energy revenue were attributed to higher crude
oil prices and payment of outstanding arrears.
Crude oil prices averaged US$98.55 (WTI)
per barrel during October 2011 to May 2012
compared with US$93.55 (WTI) per barrel in the
same period one year earlier and the budgeted
price of US$75.00 per barrel. The higher than
budgeted energy prices facilitated a transfer of
$168.0 million to the Heritage and Stabilization
Fund (HSF) in April 2012. Non-energy revenues
increased by 9.9 per cent to $14,615.8 million,
helped by the economic pick up in the non-
energy sector. Net VAT collections rose to
$4,210.0 million as compared with $3,545.7

See Appendix Table 14 for quarterly data.

million in the fiscal year 2010/2011 on account
of lower VAT refund payments'®along with higher
receipts from imports and domestic goods. Non-
energy revenue was also boosted by increased
collections from individual taxes, international
trade and non-tax revenue.

Central Government expenditure rose by 2.8
per cent to reach $29,046.9 million despite a
marginal decline in capital spending. The rise
in overall spending was reflected in recurrent
expenditure particularly in the categories of
transfers and subsidies and wages and salaries.
Transfers and subsidies rose by 5.9 per cent to
$15,393.8 million in October 2011 to May
2012 from the comparable period of the last
fiscal year, on account of increased payments on
the petroleum subsidy'. Transfers to statutory
boards and similar bodies also increased during
the period. At the same time wages and salaries
climbed by 4.2 per cent to $ 4,737.9 million
following the completion of several outstanding
wage negotiations as well as payments of
increments to public servants. Expenditure on
the capital programme fell by 3.2 per cent to
$3,404.0 million in the context of lags in the
implementation of several projects.

The Minister of Finance received approval from
Parliament for a Supplementary Appropriation
Bill in June 20128, The Bill allows for a further
allocation of $1,543.6 million to be distributed
to various ministries. The Ministry of Finance
received the largest allocation of $1,108.1 million
followed by the Ministry of Housing and the
Environment ($260.5 million) and the Ministry of
National Security ($63.1 million) (Table 6).

> The budgeted deficit for the period October 2011 to May 2012 was $4,577.1 million.

VAT arrears owed to businesses in the previous fiscal year.

VAT refunds have been reduced due to the Government’s decision to clear approximately $2.6 billion of the outstanding

The petroleum subsidy payments increased from $600 million to $996.5 million.
This additional appropriation is not reflected in the budgeted numbers of Table 5.
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Table 5
Summary Central Government Fiscal Operations
(TT$ Millions)
October 2011 - October 2010- October 2011-
May 2012 May 2011 September 2012
Actual Actual Original Budgeted
TOTAL REVENUE 30,376.1 28,933.8 46,959.9
Current Revenue 30,336.9 28,900.5 46,943.0
Energy Revenue 15,721.2 15,600.6 23,782.1
Non-Energy Revenue 14,615.8 13,300.0 23,160.9
Income 5,647.9 5,529.5 9,884.5
Property 3.2 8.8 15.0
Goods & Services 5,262.7 4,528.5 8,145.3
International Trade 1,504.6 1,334.4 2,248.1
Non-Tax Revenue 2,197.4 1,876.9 2,868.0
Capital Revenue 39.2 33.3 16.9
TOTAL EXPENDITURE 29,046.9 28,2471 54,602.3
Current Expenditure 25,642.9 24,728.8 47,020.4
Wages and Salaries 4,737.9 4,548.4 8,481.9
Goods and Services 3,874.8 3,883.2 9,091.5
Interest Payments 1,636.4 1,763.8 4,128.9
Transfers and Subsidies' (Excl. HSF) 15,393.8 14,533.4 25,318.1
Capital Expenditure and Net Lending? 3,404.0 3,518.3 7,581.9
Current Account Surplus (+)/Deficit (-) 4,694.0 4,171.7 -77.4
Overall Surplus (+)/Deficit (-) 1,329.2 686.7 -7,642.4
Financing -1,329.2 -686.7 7,642.4
Foreign Financing 1,070.7 393.6 2,847.1
Domestic Financing -2,399.9 -1,080.3 4,795.3
Memo items:
Non-energy Fiscal Deficit -14,392.0 -14,913.9 -31,424.5
Transfers to the HSF 168.0 0.0 0.0

Source: Ministry of Finance.

1 Adjusted for transfers to the Infrastructure Development Fund, Government Assisted Tertiary Education Fund and CARICOM Petroleum Fund.
2 Includes an adjustment for Repayment of Past Lending.
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Table 6
The Finance Supplementary Appropriation Bill, 2012
(TT$ Millions)
Ministry Increase
Ministry of Finance 1,108.1
Ministry of Housing and the Environment 260.5
Ministry of National Security 63.1
Ministry of Transport 50.0
Ministry of Science, Technology and Tertiary Education 45.0
Office of the Prime Minister 11.9
Ministry of Arts and Multiculturalism 5.0
Total 1,543.6

Source: Ministry of Finance.




ECONOMIC BULLETIN

VOLUME XIV NO. 2 21

PART IX - PUBLIC SECTOR DEBT"

Public sector debt increased over the first half
of fiscal year 2011/12 mainly on account of new
funding from the Inter-American Development
Bank (IDB)
payments to CLICO policy holders. Revised
data from the Ministry of Finance showed a $5.9

and additional financing of

billion (8.1 per cent) increase in the debt stock
over the period®. Excluding securities issued for
Open Market Operations (OMOs) the debt to
GDP ratio stood at 38.7 per cent at end March
2012 (Table 7).

The Government contracted new loans with
the IDB to help finance several reform and
developmental programmes?®'. These new loans
together with disbursements from previously
contracted external loans resulted in the external
debt stock increasing by 13.2 per cent to
US$1,855.3 million or 7.1 per cent of GDP at the
end of March 2012 (Appendix Table 16). More
recent data showed that a US$50 million loan was
partially disbursed in May 2012 to help finance

20
21

a Modernization and Wastewater Infrastructure
Rehabilitation Programme being undertaken by
WASA. On the domestic side, the government
issued a $1.5 billion bond on the domestic capital
market to help finance its payout to CLICO policy
holders.

Central Government contingent liabilities”
outstanding grew by $3 billion from September
2011 to March 2012. This was largely as a result
of the Government’s recent decision to provide
a guarantee on all the borrowings undertaken by
UDECOTT with respect to the construction of the
Government Campus Plaza. These borrowings
occurred during the period 2006-2011 and
amounted to close to $3 billion?*. In addition,
the National Insurance Property Development
Company (NIPDEC) issued a $500 million bond
on the domestic capital market to continue its
Programme for the Upgrade of Road Efficiency
(PU.R.E.).

Public sector debt comprises Central Government domestic and external debt plus the government’s contingent liabilities.
Public sector debt outstanding as at end-March 2012 was revised as actual data on contingent liabilities became available.
New programmes include the Social Safety Net Reform (US$45 million); Sustainable Energy (US$60 million); Climate

Change (US$80 million); and Financial Sector Reform (US$60 million).

22
23

This bond was to facilitate cash payments to the Executive Flexible Premium Annuity (EFPA) and mutual fund policy holders.
Contingent liabilities comprise Government Guaranteed debt and Letters of Comfort. The latter is an interim instrument used

to secure favorable financing terms for state enterprises and statutory authorities while the guarantee is being finalized.

24

the stock of contingent liabilities.

Borrowings undertaken by UDECOTT for the construction of the Government Campus Plaza were previously excluded from
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Table 7

Public Sector Debt Outstanding

(TT$ Millions)

Period Ending

Sep-11 Mar-12*
Public Sector Debt 72,982 78,888
Central Government Domestic Debt 38,818 40,130
Bonds and Notes 17,948 19,300
Open Market Operations (OMOs) 19,200 19,200
Debt Management Bills (DMBs) 800 800
Build Owned Lease Transfers (BOLTS) 540 501
Other’ 330 329
Central Government External Debt 9,240 10,835
Contingent Liabilities 24,925 27,923
Government Guaranteed 19,135.0 21,724.3
Letters of Comfort 5,789.1 6,198.8
Per cent of GDP

Public Sector Debt 51.7 51.9
Public Sector Debt (excluding OMOs) 37.5 38.7
Central Government Domestic Debt 27.5 26.4
Central Government External Debt 6.5 7.1
Contingent Liabilities 17.7 18.4
Memo:

Nominal GDP TT$ Millions (Fiscal Year) 141,150.7 152,070.9

S

r
1

ource: Ministry of Finance.

Revised.

Consists of the outstanding balances on tax-free saving bonds, public sector arrears and Central Bank fixed-rate bonds.
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PART X - MONEY, CREDIT AND INTEREST RATES*

With inflationary  pressures
relatively stable, the Central Bank maintained
an accommodative monetary policy stance in

underlying

support of an economic recovery. The repo
rate was kept at its historic low of 3.00 per cent
since July 2011.
rate of the commercial banks which adjusts in
accordance with the repo rate, fell to 7.75 per

The median prime lending

cent in September 2011 and has stayed at that
level since that time (See Appendix Table 25).

High liquidity in the financial system persisted
into the first quarter of 2012, helping to
suppress interest rates. The commercial banks’
weighted average loan rate slid by 12 basis points
from 9.16 per cent in December 2011 to 9.04
per cent in March 2012 (Appendix Table 25).
The weighted average rate on new loans which
gives a better indication of current interest rates,
also came down?® by 14 basis points to reach 9.17
per cent in May 2012 (Chart 6 and Appendix
Table 25). The weighted average deposit rate,
already at historically low levels, slipped even
further from 0.61 per cent in December 2011
to 0.59 per cent in March 2012 (Appendix Table
25). Nonetheless, banks were able to maintain a
relatively high spread of 8.45 per cent in March
2012, slightly down from the 8.55 per cent in

Chart 6
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Source: Central Bank of Trinidad and Tobago.

December 2011 (Chart 7).

Chart 7
Commercial Banks’ Weighted Average
Loan and Deposit Rates
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Private sector credit has grown at a slower
pace in early 2012, after gathering momentum
towards the end of 2011. On a year-on-
year basis, private sector credit granted by the
consolidated financial system grew by 2.8 per
cent in May 2012 following growth of 3.7 per
cent in December 2011 and 3 per cent on
average in the first quarter of 2012 (Chart 8).
Lending to consumers slowed to 1.1 per cent
(year-on-year) in May 2012 from 2.3 per cent
in the first quarter of 2012 and an average of
3.9 per cent in the last half of 2011. While the
low interest rate environment has not produced
sustained fast-paced growth of private sector
credit it has nonetheless influenced consumer
borrowing patterns. A breakdown of consumer
credit by loan purpose to March 2012 showed
that consumers have been taking advantage of
lower interest rates to consolidate and refinance
their loans-the categories of debt consolidation
and refinancing rose by 10.2 per cent and 8.6
per cent, respectively. Meanwhile, motor vehicle
loans which had been declining for most of 2011
grew marginally by 0.3 per cent in March 2012.
Increased lending for the purchase of new private
cars (8.9 per cent) and other vehicles (16.6 per

% See Appendix Tables 17-27 for a quarterly breakdown data on Commercial Banks and Non-Bank Financial Institutions.
%6 See Appendix Article “Weighted Average Interest Rates on New Loans” in the January 2011 Fconomic Bulletin for a

discussion of rates on new loans.
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cent) offset the decline in used private car loans
(-18.9 per cent) (Appendix Table 21).

Chart 8
Private Sector Credit by the
Consolidated Financial System
(Year-on-Year Per cent Change)

— Consumer — Business — Real Estate == Total Private Sector Credit

Per cent
o

Source: Central Bank of Trinidad and Tobago.

Lending to businesses lost some momentum.
After measuring 6.9 per cent (year-on-year) at
the end of 2011, the rate of growth of business
credit slipped to 2.8 per cent in February 2012,
before increasing to 4.6 per cent in May 2012.
A sectoral breakdown of business credit data
available to March 2012 shows that commercial
banks extended credit to some large oil and
gas companies for exploration works which
caused lending to the petroleum sector (which
represents a mere 4.5 per cent of total sectoral
loans) to increase by 117.7 per cent. Excluding
these loans from the portfolio of the commercial
banks, business credit growth was a more
moderate 1.8 per cent (year-on-year) in March
2012. However, credit to some key sectors grew,
including manufacturing (17.6 per cent), other
services (10.8 per cent) and construction (3.7 per
cent) (Appendix Table 19).
to several other sectors contracted, including

Conversely, credit

distribution (-9.9 per cent), finance, insurance
and real estate (-7.6 per cent) and agriculture (-2
per cent).

Real estate mortgage credit accelerated to 9.8
per cent (year-on-year) in May 2012 from 8.8
per cent at the end of 2011. This was due in

part to aggressive loan advertising by commercial
banks and lower mortgage rates which helped to
draw mortgage business away from other financial
institutions.  An apparent increase in demand
for real estate also helped to support real estate

mortgage credit growth.

Prudential data for the first quarter of 2012
indicate that the banking sector performed
creditably. Net profits before tax measured $575
million as the commercial banks reduced their
interest expenses in light of decreasing interest
income. Return on equity fell slightly to 15 per
cent from 17.2 per cent in December 2011 while
return on assets declined to 2.1 per cent from 2.4
per cent. There was a slip in credit quality as the
ratio of non-performing loans to total loans rose
to 6.8 per cent in March 2012 from 6.3 per cent
in December 2011. The banks remained well
capitalized, maintaining regulatory capital well in
excess of the statutory minimum requirement of
8 per cent. At March 2012, the capital adequacy
ratio (regulatory capital to risk-weighted assets)
measured 26.1 per cent from 25.1 per cent in
December 2011%7.

With loan demand still relatively weak and
investment alternatives limited, excess reserves
of commercial banks continued to grow early
in 2012 but fell following Central Bank action.
Commercial banks” excess reserves holdings
at the Central Bank, a key indicator of liquidity
conditions, climbed to a daily average of $5,132.5
million in February 2012 from $4,269.5 million in
January 2012. The rise in liquidity levels was due
in part to net domestic fiscal injections of $2.5
billion in the second quarter of 2012. In March
2012, with liquidity levels high and still climbing
(they peaked at $6,615 million on March 9), the
Central Bank requested commercial banks to
increase their holdings of interest-bearing special
deposits at the Central Bank by $1,490 million
to approximately $6 billion. Commercial banks’
excess reserve holdings at the Central Bank (which

%7 See the Central Bank of Trinidad and Tobago Financial Stability Report Mid-Year Review June 2012 for additional details

on the prudential indicators for the banking system.
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exclude the special deposits) declined steadily
thereafter, falling to a daily average of $2,176.2
million in June 2012 (Chart 9). Excess liquidity
conditions were also alleviated through normal
Central Bank open market operations, and sales
of foreign exchange which together removed
$5,356.6 million from the financial system in the
first half of 2012. With liquidity tightening, there
was a resumption of borrowing on the inter-bank
market in late May after a lull of nine months.
Daily inter-bank activity averaged $85.7 million
in June 2012. Meanwhile, the Central Bank’s
repo facility remained unutilized since overall,
banks were sufficiently liquid to accommodate
their short-term funding needs.

Chart 9
Commercial Banks: Daily Excess
Reserves at the Central Bank
(TT$ Millions)
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Source: Central Bank of Trinidad and Tobago.

Short-term interest rates in the government
securities market began to inch up as liquidity
tightened in the second quarter of 2012.
After falling to a historic low of 0.04 per cent in
March, the 91 day treasury bill rate rose to 0.10
per cent in April, to 0.31 per cent in May and
to 0.50 per cent in June 2012. The increase in
the TT 91-day treasury bill rate and the decline
in the comparative US rate resulted in the spread
widening to just over 40 basis points in June 2012
from 22 basis points in May and zero in April
(Chart 10). The inter-bank rate averaged 0.33
per cent compared with 0.70 per cent one year
earlier.

Chart 10
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In the first five months of 2012, the monetary
aggregates grew at a relatively robust pace. With
rates of return still low on alternative instruments,
investors have been holding more of their funds
in commercial bank deposits which are bolstering
the monetary aggregates. Narrow money, M-1A,
defined as currency in active circulation plus
demand deposits, increased by 17.7 per cent
(year-on-year) over the period January - May
2012.
expansion, grew by an average of 19.4 per cent
in the five months to May 2012 while currency in

Demand deposits, which fueled this

active circulation increased by an average of 9.5
per cent.
on more liquid instruments, demand deposits

In the context of the increased focus

accounted for a larger share (42.2 per cent) of total
local currency deposits in May 2012 compared
with 40.7 per cent in May 2011 (Chart 11).

M-2, which comprises M-1A plus time and
savings deposits also accelerated, growing on
average by 11.7 per cent in the five months of
2012. Robust expansion of saving deposits more
than offset the contraction in time deposits which
has been occurring for the past 19 months. Saving
deposits grew by an average rate of 15.2 per cent
(year-on-year) in the period January-May 2012
while time deposits declined by 8.9 per cent. As
a consequence, savings deposits now occupy a
larger proportion (41.4 per cent) of total deposits
while the share of time deposits (16.4 per cent) has
fallen (Chart 11).
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Chart 11
Composition of Local Currency Deposits

May-11

May-12

Source: Central Bank of Trinidad and Tobago.

Foreign currency deposits which account for
25 per cent of total deposits continued to
increase, but at a slower rate as the interest
rate differential between local and foreign
currency deposits narrowed. After increasing
by an average of 4.9 per cent in the latter half
of 2011, foreign currency deposits grew at a
slower pace of 2.5 per cent (year-on-year) over
the period January — May 2012. The growth of
foreign currency deposits was reflected in the
broader measure of the money supply, M-2%*,
defined as M-2 plus resident foreign currency
deposits of the commercial banks which grew by
9.4 per cent.
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PART XIII - CAPITAL MARKET

Stock Market

Following a strong performance in 2011, the
domestic stock market was lethargic in the
first half of 2012. By the end of June 2012, the
CPI was up by a modest 0.9 per cent (year-to-
date), compared to an increase of 14 per cent
in the corresponding period one year earlier. The
All Trinidad and Tobago Index rallied, registering
an overall increase of 5 per cent from the end of
December 2011, but this performance was offset
by a 6 per cent decline in the Cross Listed Index
(Chart 12). Notwithstanding the small uptick in the
CPI at the end of June 2012, market capitalization
fell to $93.6 billion from $94.5 billion at the end
of December 2011 mainly due to the delisting
of the Barbados Shipping & Trading Company
Limited (BST) at the end of May 2012. This, in
addition to the delisting of Supreme Ventures
Limited (SVL) from the domestic stock exchange
on July 2 2012 resulted in the first tier segment of
the market declining to 29 firms from 31 firms.
This further thins the stock market which has
been experiencing declining trading volumes in
(See Box 4 for additional details
on institutional developments.)

recent months.

There were mixed performances among the
sub-indices. After growing strongly in 2011, the
Non-Banking and Banking sub-indices retreated

during the first six months of 2012, by 4.2 per
cent and 0.5 per cent respectively, from the
end of 2011. Within the Non-Banking sub-
index, National Enterprises Limited (NEL) saw
a 14 per cent decline in its share price, while a
26 per cent fall in National Commercial Bank
Jamaica Limited’s (NCBJ) share price weighed
on the Banking sub-index performance. The
sub-indices
continued to struggle, decreasing by 7.4 per cent

Manufacturing 1l and Property
and 4.2 per cent, respectively. Meanwhile, the
Manufacturing | and Conglomerate sub-indices
posted respectable gains of 11.4 per cent and 5.4
per cent, respectively. Within the Manufacturing
| sub-index, the main performer was One
Caribbean Media Limited, while gains by Grace
Kennedy Ltd. drove the Conglomerate sub-index.

Trading activity on the domestic stock market
subdued during the first two
quarters of 2012. Over the period of January to

remained

June 2012, a total of 27 million shares exchanged
hands with a combined market value of $185.1
million, compared with 45.7 million shares
traded in the first six months in 2011. Trading
was heavily concentrated in the Non-Banking
sub-sector as the number of shares traded within
this sub-sector accounted for 38 per cent of the
total shares traded during the period.
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Box 4: DEVELOPMENTS RELATED TO THE NUMBER OF LISTINGS ON THE
TRINIDAD AND ToBAGO Stock ExcHANGE (TTSE)

In 2012 the domestic stock market saw some institutional developments which resulted in a reduction in the

number of firms listed on the first tier market to 29 from 31. These developments were as follows :

* On May 28, Barbados Shipping and Trading Company Limited (BST) was delisted from the Trinidad
and Tobago Stock Exchange following its acquisition by ANSA McAL Limited in 2011. BST’s share issue
represented 1.96 per cent of the market capitalization of the Trinidad and Tobago Composite Index (TTCI).

e On July 2, Supreme Ventures Limited (SVL) was officially delisted from the domestic stock
exchange following a resolution passed by the Company’s Board of Directors requesting
the de-listing. SVLs stock represented 0.39 per cent of the TTCl's market capitalization.

On June 29, Jamaica Money Market Brokers Limited JMMB) finalized its acquisition of Capital and Credit
Financial Group (CCFC). Consequently, it is expected that the Capital and Credit Financial Group (CCFG)
will be delisted from the TTSE further reducing the number of firms listed on the first tier market to 28.

The fall in the number of shares listed may compound the existing challenge of low trading activity on the TTSE.
The Government of Trinidad and Tobago, however, announced in its 2011/12 budget statement several initiatives
geared towards encouraging a new group of companies to list on the market and investors to participate in the
domestic stock market. These include the creation of a third tier on the TTSE to provide Small and Medium
Enterprises (SMEs) with access to the capital market. Further, in an effort to offer the national community further
tranches of the shareholding of Government agencies, additional shares in Point Lisas Industrial Development
Company (Plipdeco) will be listed on the exchange. In addition, initial public offerings (IPOs) for First
Citizens Bank and a new entity arising from the merger of Trinidad and Tobago Mortgage Finance Company

(TTMF) and the Home Mortgage Bank (HMB) are expected to be completed in the medium term.

Chart 12
Trinidad and Tobago Stock Indices Bond Market
1,600 100 Activity on the primary bond market in 2011
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Cross Listed Index (Right Axis)

. = “ | borrowers raising approximately $7.2 billion
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. R raised $7.1 billion. The public sector was again
"o — " the most active on the primary bond market in
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S T S cent of total primary market issues during the

year.
Source: Trinidad and Tobago Stock Exchange.

28 See Table llla of the April 2012 Monetary Policy Report - http://www.central-bank.org.tt/sites/default/files/Monetary%20Policy%20
Report%20April%202012_1.pdf.
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However, activity so far in 2012 has been
significantly below that in 2011, despite low
interest rates and sufficient (funding) liquidity
During the first half
of 2012, there was only one issue with a face

in the banking system.

value of a $50 million compared with eight
primary bonds, with a combined face value of
$3.5 billion in the first half of 2011. Although the
primary bond market was not very active there
were some shorter term financing arrangements
during the period. For instance, Neal and Massy
Automotive Limited raised $150 million, via
a 2-year ‘medium-term’ note at a fixed rate of
1.75 per cent, while Guardian Holdings Limited
borrowed $300 million by issuing 18-month
commercial paper.

On the other hand, there was a sharp pick-
up in trading activity on the TTSE’s secondary
Government bond market.
combined face value of $736.8 million in the
first six months of 2012 compared with $82.8
million in the corresponding period a year earlier.

Investors traded a

The number of transactions more than doubled,
with 52 trades occurring in the first half of 2012
compared with 23 trades in the same period in
2011.

By the end of June 2012, a slight flattening
of the Central Government yield curve was
observed (Chart 13). With liquidity levels falling
to more moderate levels by the end of June 2012,
money market rates rebounded from the record
lows earlier in the year. The 91 and 182 day
treasury bill rates rose to 0.50 per cent and 0.60
per cent in June 2012, respectively from 0.28
per cent and 0.32 per cent, respectively at the
end of 2011. However, trading on the secondary
market saw a drop in yields at the intermediate
tenors. Using information on secondary market
trading, the Central Bank’s yield curve estimates
show the benchmark 10-year and 15-year tenors
each falling by roughly 90 basis points to 3.76 per
cent and 4.58 per cent, respectively in June 2012
from the end of December 2011.
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Chart 13
Trinidad and Tobago Government Yield Curve

Trinidad and Tobago Government
Yield Curve - December 2011

Trinidad and Tobago Government
Yield Curve - June 2012
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Mutual Funds®

Mutual funds under management

modestly. The financial landscape in the first

grew

six months of 2012 saw liquidity levels reaching
record highs before falling to more moderate
levels, while there was weak performance on the
domestic stock market. Nevertheless, with bank
deposit rates and yields on short-term government
paper still relatively low, together with a limited
number of new investment opportunities, there
was increased investor interest in mutual funds.
In the first half of 2012, the industry attracted
net sales of $793.2 million compared with
$159.5 million in the same period a year earlier
(Appendix Table 30). At the end of June 2012,
funds under management were up 2.7 per cent
to $37.8 billion from the end of 2011 (Chart 14).

On a year-to-date basis to June 2012, there was
an increase in both equity and income mutual
funds under management. Equity funds under
management expanded by 5.4 per cent (year-to-
date) to reach $4.1 billion at the end of June 2012.
However, with the domestic stock market unable
to replicate the strong performance achieved in
2011, appetite for equity funds appeared to have
Equity
funds attracted a net $31.7 million in sales in the

waned in the second quarter of 2012.

second quarter of 2012 compared with $94.6

Aggregate funds under management refer to mutual fund information collected by the Central Bank of Trinidad and

Tobago, including funds managed by the Trinidad and Tobago Unit Trust Corporation, Roytrin, Republic Bank Limited and
First Citizens Bank Limited. Mutual Fund information for 2011 was revised from previously published data in the Annual
Economic Survey 2011 and Economic Bulletin January 2012 to reflect the addition of two new mutual funds in the Central

Bank of Trinidad and Tobago’s database.
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million in the first quarter. Meanwhile, income
funds under management grew by 2.3 per cent in
the first half of 2012 to $33.2 billion, an improved
performance from the corresponding period a
year earlier (0.8 per cent). Income funds drew
net sales of $634.2 million in the first six months
of 2012 compared with only $58 million in the
corresponding period a year earlier.

In terms of currency profile, the growth in
foreign currency funds has outpaced that of
TT dollar funds thus far in the year. In the six
months to June 2012, foreign currency mutual
funds rose by 5 per cent, while TT dollar funds
grew by 2 per cent.

Chart 14
Mutual Funds Under Management - By Type
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Regulatory Developments

Significant developments were made during the
first half of 2012 with respect to administrative
guidelines for the ‘Repo’ market. In April 2012,
the Trinidad and Tobago Securities and Exchange
Commission (TTSEC) introduced the “Repurchase
Agreements Guidelines” which provide, among
other things, a regulatory framework for the
industry. Some of the key elements of the
guidelines are specifications of ‘who’ can engage
in repo transactions (from the seller/borrower
side), ‘how’ repos may be conducted and the
‘reporting’ requirements to the regulator (the
TTSEQ).
defined in the guidelines as the sale of a security

A repurchase agreement or ‘repo’ is

with a commitment by the seller to buy the same
security back from the purchaser at a specified
price at a designated date in the future. On July
23 2012, TTSEC effectively implemented the
Repurchase Agreement Guidelines™.

30" For more details on the Repurchase Agreements Guidelines see Monetary Policy Report April 2012, or visit the TTSEC's

website at www.ttsec.org.



ECONOMIC BULLETIN

VOLUME XIV NO. 2 31

PART XII - INTERNATIONAL TRADE AND PAYMENTS

(Data in this section are in US dollars unless otherwise stated)

In 2011, Trinidad and Tobago’s balance of
payments registered a surplus of $752.6
million, $334.2 million higher than the surplus
recorded in 2010 (Table 8 and Appendix Table
31). The current account posted a surplus of $2.3
billion, a decrease from the $4.2 billion recorded
in 2010. Meanwhile, the capital and financial
account narrowed considerably to a deficit of
$1.5 billion®' from a deficit of $3.7 billion in 2010.
These changes propelled the level of gross official
reserves to $9,822.7 million or 13.5 months of
prospective imports of goods and non-factor
services at the end of 2011 (Appendix Table 35).

The smaller surplus on the current account
reflected a rapid increase in imports which led
to a narrowing of the merchandise trade surplus
to $3.5 billion in 2011 from $4.7 billion in 2010.
Merchandise imports increased by $3,048.8
million (47 per cent) in 2011 and outstripped the
increase in exports (16 per cent). With declining
local crude production, energy imports increased
to supply refinery needs. Additionally, higher
imports of food and transport equipment led to
a 25 per cent increase in non-energy imports,
which totaled $4.8 billion in 2011. During the
first half of 2011, 24 new buses were imported by
the Public Transport Service Corporation (PTSC),
while the Defense Force purchased 2 helicopters
for the Air Guard unit. Energy sector exports in
2011 were estimated to be 17.2 per cent higher
than in the previous year, driven in part by the
buoyancy in energy prices (Chart 15).
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Chart 15
Energy and Non-Energy Exports
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This current account surplus was partly offset
by a deficit on the capital and financial account
of $1.5 billion in 2011. Net inflows of foreign
direct investment were recorded at $1.1 billion,
mainly on account of reinvested earnings by
companies in the energy sector and were above
the volume of FDI inflows in 2010. Commercial
banks increased their net foreign balances
abroad (particularly by increased holdings of
time deposits and treasury bills) which led to
net outflows of $370.2 million compared to a
buildup of $493 million in net foreign assets in
2010. Disbursements to the Central Government
in 2011 and
included four new loans from the IDB, as well

amounted to $310.9 million

as disbursements from a previous loan related to
the construction of the National Academy of the
Performing Arts.

Actual data from the Central Statistical Office on merchandise trade are up to July 2011. Data for the period August

2011-December 2011 represent Central Bank estimates, which are based on comparative mirror trade data with the rest
of the world, and supplemental data on activity in the energy sector. The balance of payments statistics are currently being
revised to reflect updated surveys and methodology in line with international standards. Further details on the revisions will

be available in the 2011 Balance of Payments Report.
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Central government principal repayments on
external debt rose from $71.6 million in 2010 to
$106.2 million in 2011. Total public debt service
amounted to $179.2 million, compared with
$121.2 million in 2010.

Trinidad and Tobago’s gross official reserves
increased to $9,822.7 million in 2011. At the
end of June 2012, gross official reserves stood at
$9,734.8 million. This suggests that in the first half
of 2012, Trinidad and Tobago’s external accounts
registered a deficit of $87.9 million.

Table 8
Trinidad and Tobago Summary Balance of Payments
(US$ Millions)

2009" 2010 2011¢
Current Account Balance 1,632.8 4,172.3 2,258.5
Trade Balance 2,241.2 4,735.4 3,462.9
Exports 9,221.4 11,238.9 13,015.2
Energy 7,884.6 9,314.9 10,919.3
Non-energy 1,336.8 1,924.0 2,095.9
Imports 6,980.2 6,503.5 9,552.3
Energy 2,845.6 2,664.4 4,753.3
Non-energy 4,134.6 3,839.1 4,799.0
Services (Net) 381.7 487.6 301.6
Income (Net) -1,017.1 -1,079.5 -1,538.9
Current Transfers (Net) 27.0 28.8 32.9
Capital and Financial Account -2,345.4 -3,753.9 -1,505.9
Official Borrowing -50.3 178.8 204.7
Foreign Direct Investment 709.1 549.4 1,110.0
Commercial Banks -675.2 493.3 -370.2
Other Private Capital Flows* -2,329.0 -4,975.4 -514.7
Overall Balance -712.6 418.4 752.6

Memo Items:
Gross Official Reserves 8,651.6 9,070.0 9,822.7
Import Cover (months) 11.9 13.1 13.5

Source: Central Bank of Trinidad and Tobago.

I Revised.
p Provisional.
Includes errors and omissions.

Developments in the Foreign Exchange Market

Trading activity in the foreign exchange market
was relatively strong over the first half of 2012.
Between January and June 2012, sales of foreign
exchange to the public by the authorized dealers

totaled US$3,376.1 million, which represented
an increase of 13.4 per cent over the same
period of 2011 (Table 9). Based on reports by
official dealers on sales in excess of US$50,000,
the increased demand for foreign currency came
in the main from the retail and distribution,
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and manufacturing and automobile sectors and
for credit card transactions. Meanwhile, the
supply of foreign currency to the commercial
banks from the public increased only slightly.
Between January and June 2012, authorized
foreign exchange dealers purchased a total of
US$2,348.9 million in foreign currency from the

public which was just 2.7 per cent higher than the
amount purchased in the corresponding period
of the previous year. The Central Bank injected a
total of US$890 million in the foreign exchange
market in the first half of the year, which was 14.8
per cent higher than in the same period of 2011.

Table 9
Authorized Dealers Sales and Purchases of Foreign Currency
(US$ Millions)
Purchases from Public Sales to Public Purchases from CBTT
2009 3,808.2 5,637.2 1,899.1
2010 4,043.3 5,536.0 1,550.1
2011 4,755.5 6,186.8 1,475.0
Jan-Jun 2011 2,288.2 2,978.5 775.0
Jan-jun 2012 2,349.0 3,376.1 890.0
Year-on-Year Per cent 27 13.4 14.8
Change

Source: Central Bank of Trinidad and Tobago.

There were marginal fluctuations in the
exchange rate of the TT dollar relative to the
US dollar. The weighted average buying rate
appreciated to US$1=TT$6.3757 in June 2012
fromUS$1=TT$6.3842 in December 2011, while
the selling rate depreciated to US$1=TT$6.4339
from US$1 = TT$6.4301.

Effective Exchange Rates

In the 12 months to May 2012, the trade-
weighted real effective exchange (TWREER)
appreciated by 11.5 per cent in the context of
the increase in domestic inflation (Chart 16).

Movements in the TWREER can be decomposed
into two effects: an exchange rate effect, which
is measured by the trade-weighted nominal
exchange rate (TWNEER) and an inflation rate
effect which is measured by the effective inflation
rate (EIR). The TWNEER appreciated by 2.5 per
cent, while the EIR (which measures domestic
inflation rates relative to those of the country’s
major trading partners) increased by 8.8 per cent.
The main contributory factor to the appreciation
in the Trinidad and Tobago dollar was the steady
rise in domestic inflation relative to price increases
in Trinidad and Tobago’s major trading partners®?.
Domestic inflation averaged 5.6 per cent over the

32 It should be noted that the upward bias in the calculation of domestic food inflation would overstate the appreciation of the
domestic currency. See Box 1 in the 2011 IMF Article IV Staff Report (published in June 2012); available @ http://www.imf.

org/external/pubs/ft/scr/2012/cr12127.pdf.
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review period, significantly higher than the
weighted average inflation rate (1.4 per cent) of
the country’s major trading partners. Additionally,
the appreciation in the exchange rate in real terms
was also indirectly influenced by the appreciation
in the US dollar. Over the 12-months to May
2012, the US dollar appreciated against a few
major currencies like the British pound (2.6 per

cent) and the Canadian dollar (4.3 per cent).

Chart 16
Trade Weighted Real and Nominal
Effective Exchange Rate Indices
(2000=100)

Trade Weighted Real Efective Exchange Rate,

Index Value

Trade Weighted NominalEffective Exchange Rate

\x\x\\\\\\&\&“*"*““““‘*“\\\\0

Source: Central Bank of Trinidad and Tobago.
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PART XIII - REGIONAL ECONOMIC DEVELOPMENTS

In 2011, economic performance in the
CARICOM region was mixed. The region
expanded by 2.8 per cent in 2011, half a
percentage point lower than in 2010 (3.3 per
cent)*®. Like in the previous year, growth in
Guyana and Suriname was above average (5.4 per
cent and 4.3 per cent, respectively), while several
countries of the Eastern Caribbean experienced
negative growth (Antigua and Barbuda, -5.5 per
cent; and St. Kitts-Nevis, -2.0 per cent). Labour
market conditions in the region remained weak
with a number of countries reporting elevated
unemployment rates.

Prospects for growth in the region for the rest
of 2012 hinge largely upon developments in
the global economy, given the region’s strong
economic links to developed nations such as
the USA and the UK (Table 10).
2012 report, the Caribbean Centre for Money
and Finance stated that growth for the rest of
2012 in many Caribbean territories will be low,
especially in the tourism-dependent nations,

In its June

given the heightened weakness of the Euro area.
Furthermore, even though the number of tourist
arrivals to the region has been increasing, growth
in tourism receipts has been weak as spending
per tourist has fallen back to 2004 levels (Box
5). Recent IMF estimates (WEO, April 2012)
point to a 3.5 per cent growth for the region in
2012. Downside risks to this outlook stem from
the region’s high public debt, weak tourism and
remittance flows.

Barbados

During the first half of 2012, the Barbados
economy remained stable, with real output
estimated to have grown by 0.6 per cent. Crowth
in real gross domestic product was mainly driven
by the tourism sector. Real value added in the
tourism sector is estimated to have increased by

1.8 per cent in the first half of 2012 on account
of a 6.4 per cent increase in the average length of
stay during the first five months of the year. The
number of tourists from Canada increased by 2.9
per cent during the five-month period January-
May 2012 relative to the corresponding period of
2011, outweighing the decrease in UK (10.2 per
cent) and US arrivals (3.9 per cent).

Labour market conditions worsened in 2011
with the unemployment rate averaging 11.2
per cent compared with 10.8 per cent in 2010.
The unemployment rate has been in double
digits since 2009, when it averaged 10.0 per
cent. The 12-month headline inflation rate to
April 2012 measured 5.9 per cent driven mainly
by rising oil and food prices. The fuel and light
sub-index increased by 8.7 per cent while food
prices increased by 8.5 per cent. According to
the Central Bank of Barbados, despite signs of
recovery from the backlash of the global financial
crisis, sustained economic growth is not yet a
reality. As such, the Bank has projected that the
economy will grow by less than 1.0 per cent in
2012, propelled by tourism, and tourism-related
and Government-assisted housing construction
projects.

Jamaica

In 2011, the Jamaican economy recorded
growth of 1.3 per cent, following three
consecutive years of contraction. However, in
the first quarter of 2012 the Jamaican economy
still showed some signs of fragility as real gross
domestic product declined by 0.1 per cent (year-
on-year). The unemployment rate increased
slightly in 2011 (by 0.3 percentage points) to 12.6
per cent relative to 2010, and has since jumped to
14.1 per cent in January 2012 (Statistical Institute
of Jamaica, STATIN®). The higher unemployment
rate in early-2012 was in part, due to job losses

33 International Monetary Fund, World Economic Outlook (WEO), April 2012. Available @ http://www.imf.org/external/pubs/

ft/weo/2012/01/pdf/c2.pdf.

34

report/cepr_2012-06.pdf.

35

Caribbean Fconomic Performance Report, June 2012. Available @ http://www.ccmf-uwi.orgffiles/publications/economic_

Data available @ http://statinja.gov.jm/LabourForce/UnemployedLabourForceByAgeGroup.aspx.
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in the construction industry. On a year-on-
year basis to January 2012, employment in the
construction sector decreased by 10,900 persons
(12.5 per cent). Tourist arrivals (stop-over and
cruise) increased by 12.2 per cent during the first
quarter of 2012. More specifically, cruise arrivals
increased by approximately 37.0 per cent, while
stop-over arrivals declined by 1.7 per cent. This
jump in cruise ship arrivals was mostly attributed
to the opening of the Falmouth cruise ship pier
(in 2011) which can accommodate larger cruise
liners.

The 12-month headline inflation rate to May
2012 measured 6.9 per cent, up from the end
of 2011 when the inflation rate measured 6.0
per cent. The higher inflation rate to May 2012
was mainly due to the 9.6 per cent increase in
the food and non-alcoholic beverages sub-index.
Remittance inflows continued to improve in
2012, increasing by 5.2 per cent year-on-year
over the January to March 2012 period. During
this period, remittance inflows totaled US$504.8
million, which is higher than the five-year
January to March (2007-2011) period average
of US$455.3 million*. A decrease in non-farm
unemployment in the US accounted, in part, for
the improvement in remittance inflow during the
first quarter. Employment in non-farm sectors in
the US has traditionally strong concentrations of
Jamaican-US Diaspora workers.

In May 2012, the Government presented its
budget proposal to Parliament for FY2012/13
(April 2012-March 2013). The proposed budget
envisages that the primary surplus of the central
government will be boosted to around 6.0 per
cent of GDP, up from 3.1 per cent of GDP in
the previous fiscal year. Discussions between
Jamaican officials and the IMF are still on-
going concerning the details of a new Stand-By
Arrangement with the Fund. The outlook for
FY2012/13, according to the Bank of Jamaica, is
for economic expansion of not more than 1.0 per
cent. This outlook is based on the expectation
of continued weak domestic demand and slower
global growth.

36

rem_updates/rem_updates_mar2012.pdf.
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Saint Lucia, and Saint Vincent and the Grenadines.

Eastern Caribbean Currency Union (ECCU)*”

The Eastern Caribbean Central Bank (ECCB)
estimated that the ECCU contracted for a third
consecutive year in 2011, albeit at a much
slower pace than in the two previous years. The
sub-region contracted by 1.0 per cent in 2011,
following contractions of 5.3 per cent and 3.0
per cent in 2009 and 2010, respectively. In 2011
some of the major contractions were recorded
in the banana industry (26.1 per cent) and the
construction sector (10.3 per cent). The output
of bananas in a few ECCU countries was severely
impacted by unfavourable weather conditions —
for example, in St. Vincent and the Grenadines
(-80.0 per cent), and St. Lucia (-37.6 per cent).
Meanwhile construction activity was slowed as
public sector projects and private sector activity
eased. The manufacturing sector also performed
poorly, contracting by 1.0 per cent.

The tourism sector is yet to fully recover from
the effects of the global crisis. In 2011, visitor
expenditure amounted to EC$2,948.5 million,
which is substantially below the average of
EC$3,115.6 million between 2005 and 2008.
However, visitor arrivals from major source
markets such as the USA, UK and Canada
increased in 2011 with the number of Canadian
visitors having the greatest improvement of 7.5
per cent. The year-on-year headline inflation
rate for the ECCU in December 2011 was 3.9
per cent, driven mainly by increases in the food
(4.7 per cent) and fuel and light (5.8 per cent)
The ECCB has forecasted that the
ECCU will emerge from recession in 2012 and

sub-indices.

economic activity will expand by 2.0 per cent.
A turnaround is anticipated in the agriculture,
construction and manufacturing sectors.

Guyana

Guyana’s economy continued to perform
well compared to other Caribbean nations,
expanding by 5.4 per cent in 2011, up from 4.4
per cent in 2010. Growth was widespread with

Bank of Jamaica, Balance of Payments — Remittance Report (March 2012). Available @ http://www.boj.org.jm/uploads/pdf/

ECCU member countries include: Anguilla, Antigua and Barbuda, Dominica, Grenada, Montserrat, Saint Kitts and Nevis,
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positive performances in most sectors, which was
enabled by a favourable external environment for
the country’s major exports. In 2011 the value
of exports increased by 27.5 per cent relative to
2010, reflecting both higher international prices
and increased export volumes. For instance, gold
export receipts amounted to US$517.1 million,
49.3 per cent higher than in 2010. In 2011 the
average export price per ounce of gold increased
by 29.9 per cent to US$1,487 per ounce from
US$1,144.6 per ounce in 2010. At the same time,
the volume of gold exports increased by 14.9 per
cent to 347,850 ounces. In 2011, the annual
inflation rate measured 3.3 per cent, which was
driven mainly by a 2.5 per cent increase in the
food price sub-index. Higher food prices reflected
inconsistent supplies throughout the year as output
was negatively affected by adverse weather.

Even though the outlook for the Guyanese
economy is positive, the Bank of Guyana expects
growth to slow to 4.1 per centin 2012. This growth
is anticipated to be driven by all sectors of the
economy, including agriculture and construction.
The construction sector is expected to benefit
from increases in private investments in housing,
as well as public investment on roads, drainage
and irrigation.

Suriname

According to the most recent IMF Article IV
Consultation with Suriname which concluded in

May 2012, the economy is still buoyant, public
finances have improved and inflation pressures
have declined. Revised CDP data
that economic growth has continued to gain

revealed

momentum, increasing to 4.25 per cent in 2011
following growth of 3.0 per cent and just over 4.0
per cent in 2009 and 2010, respectively. The fiscal
balance moved from a deficit of 3.0 per cent of
GDP in 2010 to an estimated surplus of 1.0 per
cent in 2011.
from sturdy growth in exports (oil and gold) and

Government revenues benefitted

stronger indirect tax collections. Mineral exports,
in particular, gold, increased significantly due to
increased international prices as well as higher
export volumes.

Following the 20 per cent devaluation of the
currency vis-a-vis the US dollar in January 2011,
and a 70 per cent adjustment in domestic fuel
taxes, 12-month inflation spiked to 22.6 per
cent in April 2011. However, headline inflation
has since decelerated, measuring 4.2 per cent
year-on-year in April 2012. The outlook for the
Surinamese economy is favourable, with the IMF
forecasting growth in 2012 to range between 4.0
and 4.25 per cent. This outlook is predicated
on continued strong performances in the oil and
gold sectors, and public investment. Construction
activity is expected to increase due to large private
and public investment projects in the mining,
energy, transportation and housing sectors.

Table 10
Real GDP Growth — Selected Caribbean Economies
(Year-on-Year Per cent Change)

Country 2008 2009 2010 2011¢ 2012f
The Bahamas -1.3 -5.4 1.0 2.0 2.5%%
Barbados -0.2 -4.2 0.2 0.4* 0.9**
Belize 3.6 0.0 2.7 2.5 2.8%*
Eastern Caribbean 2.7 -5.3* -3.0* -1.0* 2.0*
Guyana 2.0 3.3 4.4 5.4* 4.1*
Jamaica -0.8 -3.1 -1.4 1.3* 1.0%*
Suriname 4.1 3.0* 4.0* 4.3* 4.5%*

Sources: Regional Central Banks and the International Monetary Fund (IMF), World Economic Outlook Database (April 2012).

€  Estimate.

f Forecast.

* Regional Authority.
** MR
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Box 5: THE CARIBBEAN TOURISM MARKET

According to the Caribbean Tourist Organization (CTO), tourist arrivals to CARICOM' increased by 2.7 per cent in 2011,
continuing the recovery process that started in 2010. However, the growth in arrivals has been uneven across the region. For
instance, during 2011 tourist arrivals to the Bahamas declined by 1.9 per cent, while arrivals to Suriname increased by 33.0 per
cent. Meanwhile, the growth in revenue generated by tourism continues to lag the growth in arrivals.

The recovery in the number of Canadian tourists visiting the region continued to outpace all other major source markets.
Canadian visitors increased in the vicinity of 11.4 per cent, while the number of US visitors declined by 0.6 per cent and
European visitors increased by 3.6 per cent. The UK continues to be a significant market for CARICOM, accounting for over 50
per centin 2011. However, given the UK's weak economy and increases in the Air Passenger Duty (APD), total arrivals from this
market increased by a mere 1.7 per centin 20112

The cruise ship segment of the region’s tourism market performed poorly, with several territories (Barbados, Belize,
Dominica, and Grenada) recording declines in passenger arrivals. According to the CTO, several destinations in the Southern
Caribbean were negatively affected by the redeployment of cruise vessels to routes outside of the Caribbean. Jamaica, on
another hand, saw an increase of almost 24 per cent in the number of cruise passenger arrivals. The increase was aided by the
opening of a new pier, the Falmouth Pier, in early 2011which enabled larger cruise liners to dock in the island.

Tourist (Stop-Over) Arrivals Cruise Passenger Arrivals
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Source: Caribbean Tourism Organization. Source: Caribbean Tourism Organization.

More recent data suggest that the region will continue to experience uneven growth in arrivals among the various
destinations. During the first five months of 2012, Barbados recorded a decline in tourist (stop-over) arrivals of 1.5 per cent, but
a 2.5 per cent increase in cruise passenger arrivals. The number of UK tourists that visited Barbados during the January-May 2012
period declined by over 10 per cent compared to the similar period of 2011. On the other hand, Jamaica’s tourism sector has
been performing comparably well during the first half of 2012. For the period January-June 2012, stop-over arrivals and cruise
passengers increased by 3.4 per cent and 39.9 per cent, respectively.

The outlook for the region’s tourism sector for the rest of 2012 hinges largely upon the economic performance of major
source markets like North America and Europe. During the first half of 2012, the European debt crisis worsened and high
unemployment continues to plague the region’s main source markets. Furthermore, as England will be hosting the Olympic Games
in July/August 2012, visitors from the UK are not expected to increase significantly for the rest of the year. High oil prices may also
dampen the region’s cruise liner industry as vessels may opt to dock closer to home in larger European countries. As such, the
CTO has estimated arrivals to the region will not exceed 3.0 per cent in 2012, and visitor expenditure is not expected to improve
considerably. Based on preliminary schedules, cruise passenger arrivals are also not likely to increase by more than 2.0 - 3.0 per
centin 2012.

1 Calculations for the CARICOM sub-region were based on the following countries: Antigua & Barbuda; Bahamas; Barbados;
Belize; Dominica; Grenada; Guyana; Jamaica; St. Vincent & the Grenadines; and Suriname.

2 Caribbean Tourism Organization (2012). Remarks by Sean Smith, Statistical Specialist, CTO, State of the Industry News
Conference, February. Available @ http://www.onecaribbean.org/content/files/StatelndustryStatsFeb15.docx.
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PART XIV - INTERNATIONAL COMMODITIES

(Data in this section are in US dollars unless otherwise stated)

Petroleum

The international crude oil market began
2012 on an upswing but grew weaker in the
second quarter of the year. The West Texas
Intermediate (WTI) crude oil price increased
to $105.88 per barrel in March 2012 from
$98.56 per barrel in December 2011 before
falling to $82.36 per barrel in June 2012 (Table
11). Likewise, the BRENT crude price, a widely
recognized benchmark oil price in the European
market, peaked at $123.60 per barrel in March
2012 before falling to $95.77 per barrel in June
2012.%%  Concerns over sanctions on lranian
crude imposed by the United States (US) and the
European Union (EU), as well as threats by Iran to
block the Strait of Hormuz*? in retaliation, drove
crude markets in early 2012. By the second
quarter, however, concerns over the worsening
sovereign debt situation in the Euro zone began
to offset tensions surrounding Iranian sanctions.
In addition, weaker demand and rising output
from the Organization of Petroleum Exporting
Countries (OPEC) added to the weaker market
fundamentals.

Natural Gas

The US natural gas market has remained weak
in the first half of 2012. The main US natural
gas benchmark price, the Henry Hub, declined
from $3.16 per mmbtu in December 2011 to a
low of $1.95 per mmbtu in April 2012 before
rebounding slightly to $2.45 per mmbtu in
June 2012 (Table 11). In March 2012, US and
Canadian natural gas inventories were at record
highs for that time of year. The flood of gas in
the market brought the Henry Hub price to levels
that could make further sustained production
uneconomical. In contrast, markets in the UK

and Europe were relatively firm over the period.

Buoyant crude oil prices, which are used in the
calculation of the gas price in these particular
markets, helped to keep the regional natural gas
market afloat. Asian natural gas markets were
strong as well, since Japanese LNG demand has
increased in the wake of falling nuclear energy
generation.

Petrochemicals

The fertilizer market began the year on a
weaker note, but garnered strength in the
second quarter of 2012.
of the year saw falling prices due to a usual
seasonal fall in demand at the end of the autumn
fertilizer season, coupled with a downturn in
demand for the industrial sector and the startup
of production from the Middle East. By mid-
March 2012, extensive cutbacks by Russia and
Ukraine significantly reduced supply and lead to
a recovery in prices. The global rebound during

The first quarter

the second quarter of 2012 was weaker in the
US, due in the main to a weak phosphate market,
a significant end-user of imported ammonia.

Methanol

The global methanol market has been relatively
firm in the first half of 2012. The US market
remained well-supplied despite shortfalls from
Trinidad and Tobago, decreasing cargoes from
Chile and growing methanol demand in the Asia-
Pacific region. Supplies were also adequate in
Europe. Demand was firm despite the continued
gloomy outlook for the region’s economy. The
global market grew tighter in the second quarter
as the effective date for US and EU sanctions on
[ran drew closer.
methanol to China and also supplies around 35
per cent of India’s methanol import requirement.

Iran is a leading supplier of

38 The Bank has begun to monitor the BRENT crude oil price in addition to WTI given the worldwide concern that the BRENT
crude oil benchmark should be considered the premier global oil benchmark. Industry analysts argue that the WTI price has
been progressively losing its close relationship to global oil markets, with one of the main arguments being that the marker
price no longer adequately captures the effects of changes in the global demand and supply of crude oil.
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35 per cent of seaborne traded oil, passes through the Strait.

The Strait of Hormuz is located between the Gulf of Oman and the Persian Gulf. Roughly 20 per cent of the world’s oil, or
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Iron and Steel

Though iron and steel markets began 2012 on

during the first half of 2012.

Market prices

came down slightly over the period as demand

faded after a run-up in prices in the second half

firm ground, a relatively weaker tone prevailed of 2011.
Table 11
Prices of Selected Export Commodities
US$/bbl’ US$/mmbtu? US$/tonne

Crude Oil | Crude Oil | Natural Gas Ammonia Urea (fob Methanol Billets. Wire ROF'S

(BRENT) T (Henry Hub) . .(fob Caribbean) (fob (fob L'atm (fob L.atm

aribbean) Rotterdam) | America) America)

Jan-11 96.59 89.41 4.49 435.00 384.63 426.50 612.50 640.00
Feb-11 103.57 89.53 4.09 475.00 388.50 433.50 637.50 695.00
Mar-11 114.60 102.92 3.97 507.00 371.40 441.00 645.00 682.00
Apr-11 118.27 109.96 4.24 515.00 355.50 441.00 633.75 686.25
May-11 110.59 101.28 4.31 522.50 378.50 433.00 630.63 720.00
Jun-11 111.70 96.25 4.54 524.00 446.00 441.00 657.00 720.00
Jul-11 116.13 97.31 4.42 521.88 473.38 413.00 690.00 740.00
Aug-11 108.70 86.32 4.05 526.25 510.00 424.00 693.75 746.25
Sep-11 106.00 86.58 3.89 556.25 509.00 405.00 705.00 765.00
Oct-11 103.83 86.41 3.56 623.13 499.38 440.50 655.00 750.00
Nov-11 107.76 97.12 3.26 651.25 491.25 436.50 615.00 698.75
Dec-11 106.23 98.56 3.16 553.00 421.50 424.50 610.00 678.33
Jan-12 110.67 100.29 2.67 495.90 393.00 410.00 627.50 697.50
Feb-12 117.68 102.21 2.50 393.50 414.88 423.00 604.00 692.00
Mar-12 123.60 105.88 2.16 357.50 535.38 420.00 612.50 698.75
Apr-12 119.47 103.28 1.95 425.00 680.00 446.00 610.00 691.88
May-12 109.53 94.68 2.43 520.00 666.25 436.00 610.00 679.50
Jun-12 95.77 82.36 2.45 580.00 491.13 426.00 605.00 688.75

Source: Bloomberg; Green Markets; Fertilizer Week; European Chemical News; Monthly Methanol Newsletter (TECNON); Metal Bulletin.

All prices are monthly averages of published quotations and not necessarily realized prices.

1 US dollars per barrel.
2 US dollars per million British thermal units.
3 West Texas Intermediate.
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Food Price Index

Global food prices fell during the second
quarter of 2012, although adverse weather
conditions and lower than expected harvests
towards the end of the quarter suggests some
commodities may be on the rise. The Food Price
Index declined by 11.5 per cent for the second
quarter 2012 compared to the analogous period a
year prior (Table 12). This decline comprised year-
on-year declines for the meat (1.7 per cent), dairy
(22.6 per cent), cereals (15.3 per cent), oils (9.6
per cent) and sugar (10.6 per cent) sub-indices.

An examination of the average change in prices
for the first half of 2012 (as measured by year-on-
year changes in the Food Price Index) indicates
that there has been a significant slowdown in
global food prices compared to the first half of
20114, However, the market has witnessed a
severe negative shock during the second quarter
of 2012 due to a drought currently plaguing the
Midwest region of the United States of America*'.
The current situation has the potential to push
prices of livestock, corn, soybean and milk
upward in the coming months.

Table 12
Food Price Index

Date Food Price | Meat Price | Dairy Price (.Zereals Oils Price | Sugar Price
Index Index Index Price Index Index Index
Jun-11 233.4 178.1 231.6 259.0 259.0 357.7
Jul-11 231.2 176.5 227.8 247.2 252.9 400.4
Aug-11 230.6 178.6 220.6 252.4 245.3 393.7
Sep-11 225.1 177.3 214.7 2443 239.4 379.0
Oct-11 215.8 176.1 203.5 231.3 224.3 361.2
Nov-11 216.4 181.1 201.0 228.8 234.8 339.9
Dec-11 210.8 178.8 201.7 217.6 227.5 326.9
Jan-12 212.8 174.2 206.8 222.7 233.7 334.3
Feb-12 215.6 178.1 202.1 226.3 238.7 342.3
Mar-12 216.0 178.0 197.0 227.8 2449 341.9
Apr-12 213.0 179.6 185.6 223.3 251.0 324.0
May-12 205.0 175.9 176.1 221.3 233.8 294.6
Jun-12 201.4 173.6 173.4 220.7 220.7 289.8

Source: Food and Agriculture Organisation.

40 The average year-on-year change of the first 6 months of 2011 stood at 35.8 per cent, while that of 2012 stood at -9.8 per

cent.

41 At the end of the second quarter of 2012, approximately 40 per cent of agricultural land in the United States of America
faces a severe drought. For more information please follow the link: http://www.ers.usda.gov/newsroom/us-drought-2012-

farm-and-food-impacts.aspx.
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“THe HUMAN DEVELOPMENT ATLAS OF TRINIDAD AND TOBAGO”

The 2012 Human Development Atlas of Trinidad and Tobago' , launched on July 9, 2012, was developed
by a joint effort between the Central Statistical Office (CSO) and the United Nations Development
Programme (UNDP) Trinidad and Tobago office. The first of its kind in the Caribbean region, the Atlas
among other things provides a user-friendly method of accessing a wide range of data on poverty
and developmental issues by municipality. The Atlas serves as a repository of indicators of Human
Development which can prove useful for researchers and policy practitioners. This informational note
was developed using the data contained in this 2012 Human Development Atlas.

The Atlas is divided into five clusters: Human Development, Millennium Development Goals (MDGs),
Crime and Violence, Hazard and Disaster and Municipal Indicator Profiles.

The Human Development Maps provide a description of some key country level indicators of
development, with particular focus on the National Human Development Index, the Inequality-
adjusted Index, the Gender Inequality Index and the Multidimensional Poverty Index.

The maps featured in the MDG cluster are focused on monitoring 21 MDG indicators, such as
educational attainment, life expectancy and access to clean drinking water. With three years remaining
for Trinidad and Tobago to achieve the goals agreed under the MDG Declaration (targeted for 2015),
the Atlas comes at an opportune time.

The Crime and Development cluster of maps features the Citizen Security Survey results, which
measures the degree of victimization, crime and fear of crime.

The Hazard and Disaster related maps identify disaster impacted areas in Trinidad and Tobago by
degree of intensity. Hazard and disaster includes flooding, landslides and fires between the periods
1999-2011.

The Municipal Indicator Profiles looks at each municipality and gives a summary of each of the various
development indicators, with pictorial representations.

Some identified advantages of the Atlas include:

* The provision of a user-friendly method of accessing a wide range of data in one simple publication.

* Additions to the literature available on poverty and developmental issues through the Human
Development Indices.

* The illustration of spatial inequalities that exist in the country.

* Information that can inform policy makers and civil society, aiding the process of participatory
development and social dialogue.

The data contained within are sourced from many of the already existing publications and surveys
conducted by the CSO and other stakeholder agencies ranging from the years 1999 and 2011. The
main document used in creating these maps was the Household Budget Survey 2008/2009 (CSO).

' For more information on the Human Development Atlas see the Ministry of Planning and Sustainable Development’s

website - http://pesrga.gov.tt/human-development-atlas.
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Other sources included:

e The 2010 Population and Vital Statistics Report, CSO.

*  The Multiple Indicator Cluster Survey (MICS) 2006, CSO and Ministry of the People and Social
Development.

e The Citizen Security Survey, UNDP.
*  The Ministry of National Security (MNS).

e The Office of Disaster Preparedness and Management (ODPM).
Some of the Key Results:

Human Development Index

e  Point Fortin ranks the highest in primary and secondary educational attainment rate and had the
lowest per cent of population living with chronic illness.

*  Tobago had the lowest household income per capita while San Fernando ranked the highest.

Inequality Adjusted National Human Development Index

*  Mayaro/Rio Claro, Tobago and Sangre Grande ranked lowest in reference to this index.

* Tobago, Point Fortin and Tunapuna/Piarco have the greatest total percentage losses in this index
due to inequality in Health, Education and Income.

Gender Inequality Index

e Sangre Grande registered the highest Adolescent Fertility Rate (75.2 per 1,000 women). Penal/
Debe had the lowest with 28.9 per 1,000 women.

*  The highest Female Labour Force Participation Rate was registered in Tobago.

Multidimensional Poverty Index

e Sangre Grande and Princes Town showed the highest incidence of poverty, while San Fernando
and Tobago measured the lowest incidence of poverty.
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LISTING OF MAPS:

Map1: National Human Development Index (2008-2009) by Administrative Areas.

Map 2: Primary and Secondary Educational Attainment Rate (2008-2009) by Administrative Areas.
Map 3: The Most Serious Problems in the Country by Police Divisions.

Map 4: Flood Impacted Communities (1999-2011).

Map 5: Municipal Indicators, Point Fortin.

Map 6: Municipal Indicators, San Fernando.

Map 7: Municipal Indicators, Sangre Grande.

Map 8: Municipal Indicators, Tobago.
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Map 1 Map 2
National Human Development Index Primary and Secondary Educational Rate
(2008-2009) (2008-2009)
by Administrative Area by Administrative Area

Trinidad and Tobago

National Human Development Index (2008-2009)
by Adminstrative Areas

o

Trinidad and Tobago

Primary and Secondary Educational Attainment Rate
(2008-2009) by Administrative Areas

s
ns-an
IRt
913 10009
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Map 3
The Most Serious Problems in the Country
by Police Division

Map 4
Flood Impacted Communities
(1999=2011)
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Map 5
Municipal Indicators, Point Fortin
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Source: Human Development Atlas of Trinidad and Tobago.

Map 7
Municipal Indicators, Sangre Grande
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Map 6
Municipal Indicators, San Fernando
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Map 8
Municipal Indicators, Tobago
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CALENDAR OF KEY ECONOMIC EVENTS
JANUARY - JUNE 2012

JANUARY

17

19

25

The Central Bank (Deposit Insurance) Order,
2012 was made by the Minister of Finance
under section 44N (2) of the Central Bank Act,
Chap. 79:02. Under this order, the deposit
insurance coverage limit was increased to one
hundred and twenty-five thousand dollars
from seventy-five thousand dollars. (Legal
Notice No. 10 of 2012).

The University of Trinidad and Tobago
signed a Memorandum of Understanding
with Pandit Deedayal Petroleum University,
The
institutions  to

a Petroleum University in India.

both

facilitate faculty and student exchanges,

agreement allows

joint research projects and other areas of
collaboration.

AMemorandum of Understanding for energy

sector co-operation between Tanzania
and Trinidad and Tobago was signed. The
National Gas Company of Trinidad and
Tobago (NGC), National Energy Corporation
of Trinidad and Tobago (NEC) and the
Tanzania Petroleum Development Company
agreed to assist with the development of
commercially viable natural gas projects,
gas policy development, the establishment
of logistical ports, harbours and industrial
estates and national skills development in

relation to the oil and gas industry.

The Finance (Supplementation and Variation
of Appropriation) (Financial Year 2011) Act,
2012 was assented to on this date. (Act No. 1
of 2012)

FEBRUARY

2

The Government of the Republic of
Trinidad and Tobago, the Ministry of Public

23

29

Administration and Statistics Sweden signed
an agreement whereby Statistics Swedish
will provide human resource and technical
expertise to assist with transforming the
Trinidad and Tobago Central Statistical
Office (CSO), and provide support to CSO to
perform a study on the supply and demand
for statistics locally and internationally.
The funding for this transformation project
will be provided by the Inter-American
Development Bank.

Severstal, a Russian steel producer, through
its North American subsidiary signed a
Memorandum of Understanding  with
Metaldom of the Dominican Republic, the
National Gas Company of Trinidad and
Tobago, the National Energy Corporation
of Trinidad and Tobago Limited, and Neal
and Massy Holdings Limited to investigate
establishing an iron and steel facility at Union
Industrial Estate in La Brea. Once built, the
iron plant will produce 1.5 million tonnes
a year. Severstal plans to invest US$600
million (TT$3.84 billion), in Trinidad and
Tobago.

An Act to provide for the variation of certain
duties and taxes, the introduction of other
provisions of a fiscal nature and related
matters, was assented to on this date. The
Act may be cited as the Finance Act, 2012.
(Act No. 2 of 2012)

MARCH

1 Central  Bank  of  Trinidad  and
Tobago Mortgage Market Reference
Rate for March 2012 fell 0.25 per

12

cent from 3.50 to 3.25 per cent.

A Memorandum of Understanding

was signed between Trinidad and
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13

APRIL

16

MAY

22

Tobago and Panama. The agreement
is intended to improve co-operation in
energy and trade between the countries.
Petroleum, its bi-products and other
manufactured goods will be exported at

preferential tariff arrangements to Panama.

Bayfield Energy Holdings plc, an English
company discovered oil and gas at its
Galeota Licence EG8 exploration well.
The well has the potential to produce over
1,000 barrels of light oil per day. Bayfield
collaborates with Petrotrin to operate the
well, with Bayfield having a 65 per cent
and Petrotrin having a 35 per cent stake.

Biz Booster, the first Caribbean commercial
business incubator was launched at
the Arthur Lok Jack Graduate School,
University of the West Indies. It will
promote the growth and development of
businesses, while supporting entrepreneurs.
The graduate school collaborated with
InvestTT, Microsoft Trinidad and Tobago,
National Entrepreneurship Development
Company Limited, Icehouse Enterprise
Hub, First Citizens and Samdor Service
Limited to this

create programme.

The Energy Institute of Trinidad and Tobago
(EITT), a training school, was launched on
this date. EITT is an arm of the University of

JUNE

12

Trinidad and Tobago. It is expected to offer
graduate and post-graduate training in land
based oil drilling, deep water marine drilling
and well reactivation and energy recovery.

An Act to provide for the Supplementary
Appropriation for the service of Trinidad
and Tobago for the financial year ending
September 30, 2012 of the sum of the
issue of which was authorized by the
2012)
Act, 2011, was assented to on this date.

Appropriation  (Financial ~ Year
The Act may be cited as the Finance
(Supplementary Appropriation) (Financial

Year 2012) Act, 2012. (Act No. 9 of 2012)

CL Financial shareholders on this date
agreed to the  Shareholder
Agreement with the Government of

extend

Trinidad and Tobago for another six
months. The agreement was part of the
Government'’s bailout plan for CL Financial
Holdings Group, executed in 2009.
Atlantic LNG, the University of the West
Indies, Point Fortin Borough Corporation
the

Bank worked in partnership to create

and Inter-American  Development
the Local Economic Development (LED)
initiative. It is intended to promote
economic growth and development and
improve social conditions in the south-

west region of Trinidad and Tobago.



CENTRAL BANK OF TRINIDAD AND TOBAGO
SUBSCRIPTIONS — SERIAL PUBLICATIONS

These publications are available for download, free of charge, from the Bank’s website:
www.central-bank.org.tt. This subscription information refers to orders for the printed
versions only.

Subscription Information — Printed Versions

Statistical Publications Local Subscribers (TT$) Overseas Subscribers
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