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PART I – OVERVIEw AND OUTLOOk

Overview

Following a sluggish start to the year, the global economy 
remains in a low-growth mode in the latter half of 2016 
due to volatile financial markets, depressed commodity 
prices and the limited effectiveness of monetary policy 
measures in advanced economies. Notably, the United 
States (US) economy has strengthened since the last 
Monetary Policy Report in May 2016, as evidenced by 
encouraging outcomes in key indicators such as domestic 
output, retail sales and labour market metrics.  In spite 
of this, the US Federal Reserve (Fed) has eschewed any 
policy rate increases at its policy meetings in 2016 thus 
far, citing a still-fragile labour market and below-target 
inflation, but may well have also considered the weakness 
of the global economy.   In June 2016, the United 
Kingdom’s (UK) Referendum vote to leave the European 
Union (EU) introduced additional uncertainty to the 
global environment. This had an immediate impact on 
international financial markets but, in general, the effects 
quickly dissipated as the UK economy proved resilient 
in the short-run, as evidenced by GDP growth above 
expectations in the third quarter of 2016.  However, 
weaker medium- to long-term growth for the EU and 
the rest of the world is projected once the UK Prime 
Minister invokes Article 50 to formally begin proceedings 
for the withdrawal.  Meanwhile, the Indian economy 
remained the fastest growing economy in the world, in 
spite of a deceleration by mid-2016, while growth in 
China remained robust on account of fiscal stimulus.  The 
economies of Brazil and Russia are still in recession, but 
indications are that those countries may have endured 
the worst of their downturns. 

Monetary authorities in advanced economies 
continued to provide extraordinary support to their 
economies as they attempt to dispel   the lingering effects 

of the global economic crisis of 2008-2009.  In addition, 
in June some major central banks became concerned 
about the possible financial volatility effects of the UK’s 
Referendum on financial markets.  The timely assurances 
of their willingness to take measures to keep markets 
orderly were instrumental in returning relative calm to 
markets in short order.  More fundamentally, however, 
monetary authorities are trying to raise inflation from 
stubbornly low levels, and in some cases to forestall 
deflation.  Such is the case in Japan, in particular, and in 
Europe to a lesser extent.  However, there is a growing 
admission that monetary policies may be reaching their 
limits and that central banks are running out of tools.  
Thus, in October the European Central Bank kept its key 
policy rates unchanged, but warned that for monetary 
policy measures to reap full benefits, support was needed 
from other policy areas, namely structural reforms and 
fiscal policy.  More tellingly, however, the Central Bank 
of Japan in September maintained its negative policy 
rate, but at the same time revamped its monetary policy 
approach by adding a new tool, yield curve control, to 
its programme of quantitative easing.

Emerging Market and Developing Economies (EMDEs) 
leaned on fiscal authorities to drive growth.  In China, 
a targeted fiscal stimulus following monetary easing in 
earlier periods provided a fillip to growth as the economy 
transitions towards a consumption-led model of growth.  
The Indian economy continues to outpace others in 
its rate of economic expansion but even here, growth 
rates are slowing.  As a result, the monetary authority 
lowered its benchmark rate in April and October, 2016.  
Conversely, commodity exporting EMDEs such as Brazil 
and Russia faced negative balance sheets and contracting 
output levels in 2016.  In fact, these economies required 
strong fiscal adjustments over the year to address the 
adverse impacts of low oil and gas prices and economic 
and political unrest.  Inflation in both these economies 
exceeded their targets.
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Domestically, the economy continues to adjust to the 
changed fortunes of its energy products in international 
markets.  In the first ten months of the year oil prices 
were on average 16.6 per cent below prices in the similar 
period of 2015, while natural gas prices were 12.8 per 
cent lower.  The fall in prices has affected investment and 
production by local energy companies, which is reflected 
in declines in the country’s gross output, foreign exchange 
earnings, as well as in challenges to the fiscal accounts.  
In addition, downtime by major energy companies for 
maintenance has not abated, and remains an important 
factor in falling oil exploration and production, along with 
the natural decline of oil wells.  

Downstream industries, like petrochemicals and LNG 
production have also felt the knock-on effects of the 
upstream lethargy as feedstock of natural gas has also 
declined.  The result is that in the third quarter of 2016 
the energy sector recorded its eighth consecutive quarter 
of decline. Given the stimulatory role of the energy sector 
to the economy as a whole, unsurprisingly, the cutbacks 
in energy sector activity have filtered through to the 
non-energy economy.  By the second quarter of 2016, 
broad-based contractions were evident across the non-
energy sub-sectors, including manufacturing, construction 
and distribution.  

The labour market deteriorated further in the second 
quarter of 2016, when the unemployment rate rose to 
4.4 per cent, from 3.8 per cent in the previous quarter.  
Job losses reflected the widening economic slowdown, as 
the manufacturing, construction and agriculture sectors 
were the most affected, followed by the petroleum sector.  
Labour market conditions are expected to worsen, as 
reports of job losses have increased while notices of job 
vacancies have declined over the six-month period from 
March to September 2016. 

 In the current deteriorating economic climate, the 
country’s trade balance moved into negative territory 
over the first six months of 2016 after registering a surplus 
in the second half of 2015. Lower global energy prices 
and depressed hydrocarbon output led to lower energy 
export revenues.  According to Central Bank estimates, 
as a per cent of GDP, the trade balance declined to -3.6 
per cent in the six months to June 2016 compared to 
a surplus of 6.2 per cent of GDP in the corresponding 
period a year earlier.  Gross Official Reserves fell to $9.4 

billion by the end of June, before rising to $9.8 billion by 
October 2016, mainly due to the receipt of US$1 billion 
in foreign borrowing by the Government.  Reserves in 
October were equivalent to 10.9 months of prospective 
imports of goods and non-factor services. 

In the first nine months of 2016 inflation remained well 
contained, due to weak impulses from food inflation, but 
also, influenced by the sedate economic environment.  In 
September headline inflation measured 3 per cent and 
core inflation, 2.3 per cent.  The low inflation outturn was 
achieved despite increases to fuel prices and widening of 
the Value Added Tax (VAT) base in April, 2016.  Further, 
depreciation of the local currency against the US since 
January by 4.4 per cent may not have fully filtered into 
the price increases partly because businesses may have 
borne some of the increased costs.  In addition, to these 
factors, the slackening labour market and subdued 
consumer and business sentiment may have helped 
mitigate demand side pressures, thereby keeping overall 
price levels contained.  This outlook is also supported by 
the declines in building materials’ prices recorded over 
the first quarter of 2016. 

After making mid-year adjustments to the fiscal budget 
in April 2016, the Government presented a full national 
budget in September 2016.  The budget was designed 
to continue the process of fiscal consolidation started 
in April.  The Government aims to achieve a balanced 
budget by Fiscal Year (FY) 2019/20 and to limit public 
sector debt to no more than 65.0 per cent of GDP in the 
medium term.  With potential revenues from the energy 
sector constrained in the short run, the budget for FY 
2016/17 included several one-off items of non-energy 
revenue as well as the introduction of revenue-enhancing 
measures.  One-off revenue items included the sale of 
further shares in Trinidad and Tobago NGL (TTNGL) and 
First Citizens Holdings Limited (FIRST).  The revenue-
enhancing measures included the implementation of 
the property tax, the proposed introduction of transfer 
pricing legislation, a 7 per cent tax on online shopping 
and increased taxes on locally-produced and imported 
cigarettes and alcohol.  On the expenditure side, the 
Government reduced the budgeted expenditure on the 
fuel subsidy by increasing the price of diesel fuel by 15 per 
cent.  In all, the budget projects an overall deficit of $6.0 
billion for FY 2016/17 (3.9 per cent of GDP).  Revenue is 
expected to rise by 5.6 per cent and expenditure by 2.4 
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per cent.  Revised Estimates for FY 2015/16 show that the 
Central Government accounts registered a deficit of $7.3 
billion (5.0 per cent of GDP), compared with an initially 
budgeted deficit of $2.8 billion and the FY 2014/15 deficit 
outturn of $2.7 billion.  

In light of the subdued economic conditions, low 
and stable inflation and a halt in the US Fed’s monetary 
policy normalisation process, the Central Bank has 
maintained the ‘Repo’ rate at 4.75 per cent throughout 
2016 so far.  Simultaneously, the Bank focussed on 
careful management of liquidity to ensure that liquidity 
levels were appropriate for financial sector conditions 
at all times.  Consequently, commercial banks’ excess 
reserves were slightly higher over the first ten months 
of 2016 compared with the same year-earlier period, 
as the Central Bank took an accommodative liquidity 
stance in anticipation of the placement of two Central 
Government bonds for budgetary support in May and 
June 2016.  Excess liquidity averaged $4.0 billion for the 
first ten months of 2016 compared with $3.5 billion over 
the comparative period in 2015.  However, by October 
2016, commercial banks’ excess reserves had settled at 
a daily average of $3.0 billion. 

During the first ten months of the year, yields on 
short-term instruments increased moderately given the 
generally more relaxed liquidity environment. On the 
longer end of the yield curve, Government’s activities 
in the bond market led to somewhat faster increases 
on the 10-year yields. Over January - October 2016, 
the TT 3-month Treasury bill rate increased by 20 basis 
points while the corresponding US instrument moved 
upwards by 18 basis points.  As a result, the 3-month 
TT-US differential increased by 2 basis points.  On the 
other hand, the TT 10-year Treasury yield rose by 50 
basis points, while the US equivalent declined by 10 
basis points. The 10-year Treasury differential therefore 
increased to 256 basis points in October after starting the 
year at 196 basis points.  

Foreign currency inflows also suffered due to the 
current state of the domestic energy sector which is the 
single largest contributor of foreign exchange purchased 
from the public.  For the ten-month period ending 
October 2016, purchases of foreign exchange from the 
public (except the Central Bank) declined  by 12.0 per 

cent, as energy sector conversions fell by 20.1 per cent 
when compared to the same period in 2015.  Similarly, 
sales of foreign currency by authorized dealers declined 
24.4 per cent. The majority of sales were to the retail 
and distribution, credit cards and manufacturing sectors 
driving most of the demand.

Over the course of 2016 there has been some 
depreciation of the TT dollar exchange rate vis-à-vis the 
US dollar. In October 2016, the weighted average TT$/
US$ selling rate stood at TT$6.7507, which represented 
a depreciation of 4.5 per cent from the start of the year.

Outlook 

In July 2016, the IMF revised downwards its earlier 
forecasts of the global economy (April 2016) citing a 
subdued outlook for advanced economies and policy 
challenges facing the emerging market economies.  IMF 
forecasts project growth of the magnitude of 3.1 per cent 
in 2016 followed by a gentle pickup of 3.4 per cent in 
2017; these forecasts are 0.1 per cent lower than in April 
2016.  In spite of increasing concerns facing the emerging 
market economies, in 2016 they are projected to remain 
the main drivers of global growth - expanding by 4.2 
per cent - as the forecast for advanced economies is for 
subdued growth (1.6 per cent).  The Fund also notes that 
downside risks surround the economic prospects as the 
global economy continues to realign itself to the “new 
normal”.  Further, events such as the UK’s invocation of 
Article 50 to commence negotiations around the UK’s 
exit from the EU, and the possible increase of the Fed’s 
main policy rate may add bouts of financial market 
volatility in 2017.  Additionally, within emerging markets, 
economic realignment and deteriorating terms of trade 
may temper their growth path in the coming year or 
two.  In particular, commodity exporting EMDEs such as 
Brazil and Russia continue to reorient their economies to 
address the implications of low commodity prices.  Any 
further slowing of growth in China and India will also have 
spill-over effects given the importance of their demand 
in the global marketplace.

Domestically, while early information for the third 
quarter of 2016 suggests that the difficulties in the energy 
sector will persist in 2016, and that there may be further 
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contractions in the distribution and construction sectors, 
some improvement in overall economic prospects is 
likely in 2017.  Output from the Greater Angostura 
field which started operations in September 2016 and 
the Juniper project (to come on-stream in 2017) could 
help turn energy sector growth positive.  As it relates 
to the non-energy sector, in its current fiscal year 
budget the Government has programmed a rebound 
in capital expenditure which it hopes will help to 
revitalize the construction sector, in particular, through 
road, public buildings and housing projects.  Further, 
the manufacturing sector may benefit from increased 
regional demand, as early forecasts suggest that the 

tourism-dependent Caribbean islands have staged partial 
recoveries in early 2016.   

Inflationary conditions are expected to remain 
relatively contained over the short-to medium-term.  
The increases in fuel prices and cigarette and alcohol 
duties introduced in the budget of FY 2016/17 are not 
expected to generate significant first-round inflationary 
effects.  The increases in fuel may engender moderate 
second-round effects depending on the knock-on effects 
of transportation costs on consumers and businesses.  
However, the Central Bank will continue to monitor 
conditions in order to adopt the appropriate policies. 

Current Rate (%)1 Last Change Amount of Change 
(%)

Size of Monetary 
Stimulus 

Programmes

United States 0.25 to 0.50 Dec-15 +0.25 -

Euro Area 0.00 Mar-16 -0.05 €1 trillion

United Kingdom 0.25 Aug-16 -0.25 £435 billion

Japan -0.10 Jan-16 -0.01 ¥80 trillion

China 4.35 Oct-15 -0.25 1 trillion yuan2

India 6.25 Oct-16 -0.25 -

Brazil 14.00 Oct-16 -0.25 -

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

1 As at October 20th, 2016.
2  Pledged Supplementary Lending.

Table Ia:   key Central Bank Policy Rates 
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Jan - Sep 2015 Jan - Sep 2016

Real Sector Activity
Energy Sector  
Total Depth Drilled (metres) 107,000.3 80,345.0
Crude Oil Production (b/d) 79.9 71.3
Crude Oil Exports (000 bbls) 8,695.9 7,143.4
Refinery Throughput (b/d) 127,362.7 147.2
Natural Gas Production (mmcf/d) 3,873.7 3,338.4
Natural Gas Utilization (mmcf/d) 3,621.4 3,077.6
LNG Production (000 cubic metres) 22,147.7 18,219.0
Fertilizer Production (000 tonnes) 4,008.0 3,998.4
Fertilizer Exports (000 tonnes) 3,665.4 3,902.3
Methanol Production (000 tonnes) 4,068.7 3,558.4
ECPI (Jan 2007 = 100) 87.3 66.0

Non Energy

Local Sales of Cement (000 tonnes) 514.9 405.6
Motor Vehicle Sales 13,621.0 11,838.0
Average Daily Job Vacancy Advertisements 800 600
  
Prices  

Year-on-Year Per Cent Change
Producer Prices 2.2 1.2
Headline Inflation 5.6 3.2
Food Inflation 10.4 7.9
Core Inflation 1.7 2.2
  
Monetary  

Year-on-Year Per Cent Change
Private Sector Credit* 5.7 3.1
Consumer Lending* 7.7 8.0
Business Lending* 3.0 -2.8
Real Estate Mortgages* 9.0 5.7
M-1A* 2.3 -1.9
M-2* 5.7 0.5
Commercial Banks' Average Excess Reserves (TT$ millions) 3,278.1 3,150.6
TT 91 day Treasury Bill Rate (per cent)** 0.84 1.20

Financial Stability - Commercial Banks
Non-Performing Loans (per cent)* 3.6 3.3
Capital Adequacy Ratio (per cent)* 22.4 22.4

Capital Market
Composite Price Index (1983 = 100) 1,147.6 1,156.8
Volume of Shares Traded (millions) 51.0 72.3
Mutual Funds Under management ($Billions) 42.0 43.1
 
External Sector  

US$ Million
Sales of Foreign Exchange to Public** 6,421.7 4,721.1
Purchases of Foreign Exchange from Public** 4,101.9 3,611.6
CBTT Sales to Authorized Dealers** 2,538.9 1,361.6
Net Official Reserves*** 9,644.7 9,756.6

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

*  As at August 2016.
**  For the period January to October 2016.
*** As at October 2016.

Table Ib:  Summary Economic Indicators for 2015-2016



Page 6 CENTRAL BANK OF TRINIDAD AND TOBAGO • MONETARY POLICY REPORT NOVEMBER 2016

DRAFT

1 International Monetary Fund, World Economic Outlook October 2016.

Chart IIa
Global Growth – Real GDP

(Annual Per Cent Change)

Source: IMF World Economic Outlook, October 2016.
f   Forecast.

PART II – INTERNATIONAL AND REGIONAL 
DEVELOPMENTS 

Introduction

In the International Monetary Fund’s (IMF) October 
2016 World Economic Outlook, growth forecasts for 
the global economy in 2016 and 2017 were revised 
downwards in the wake of the United Kingdom’s (UK) 
Referendum to leave the European Union (EU) on June 
23, 2016.  Against the backdrop of tepid growth in 2015 
(3.2 per cent), latest IMF projections suggest further 
slowing of the world economy in 2016 (3.1 per cent) 
followed by a gentle pickup in 2017 (3.4 per cent) (Chart 
IIa)1.  Britain’s vote to withdraw from the EU surprised 
global financial markets and intensified global economic 
and financial uncertainty, which was reflected in an 
immediate flight to safe-haven assets.  However, three 
months after the Referendum, the possible effects of the 
vote remain uncertain as the UK is yet to invoke Article 50 
of the Lisbon Treaty and speculation is rife as to the nature 
of the new arrangements the UK will negotiate with the 
EU.  Meanwhile, the protracted decline in commodity 
prices has impaired the balance sheets of commodity-
exporting countries, inducing economic adjustments in 
some of these economies.  In light of a more subdued 
outlook for the global economy and uncertain economic 
conditions, particularly in the developed economies, the 
IMF expects monetary policies to remain accommodative 
and interest rates to remain generally low.

Monetary policy in advanced economies is expected to 
remain accommodative due to downward pressures on 
global growth and fears of deflation. The growth outlook 
for advanced economies remained subdued despite a 
pickup in United States (US) economic activity in the 
third quarter of 2016.  Among the advanced economies, 
monetary policy normalization appears most likely in the 
US, but concerns about the durability of the economic 
recovery have delayed further increases in the Fed Funds 
rate (Chart IIb).  Europe and Japan seem gripped by a 
low-growth, low-inflation cycle accompanied by negative 
Government bond yields (Chart IIc).

Though monetary policy in advanced economies will 
continue to be accommodative, the effectiveness of 

this stance has been questioned.  Some analysts suggest 
that monetary policy - including quantitative easing and 
ultra-low interest rates - can do little to spur growth and 
stoke even mild inflation.  The employment of fiscal 
policy with the aim of increasing domestic demand and 
avoiding persistently low inflation has been advanced as 
a more feasible approach to support growth in advanced 
economies.  This policy prescription has already been 
adopted in a few cases. As an example, the Japanese 
cabinet approved a sizeable stimulus package in August 
2016.  

Chart IIb
Selected Advanced Economies – Policy Rates

Source: Bloomberg.
f   Forecast.
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Chart IIc
Selected Advanced Economies – 

2-Year Treasury Note Rates

Source: Bloomberg.

Chart IId
US Real GDP Growth

(Annualised Quarter-on-Quarter Per Cent Change)

Source: Bloomberg.

Economic growth in Emerging Market and Developing 
Economies (EMDEs), the main contributor to global 
growth, is expected to increase to 4.2 per cent and 4.6 per 
cent in 2016 and 2017, respectively, after decelerating 
for five consecutive years.  Growth in China stabilized 
over the first half of 2016 and the Brazilian and Russian 
economies seem to be stemming the negative effects 
of low oil prices and political uncertainty.  Though 
still adjusting to the oil price shock, Russia was able to 
continue its capital support programme for the banking 
system in the first half of 2016.  In Brazil, the debilitating 
effects of political unrest are beginning to bottom out.  
These achievements seemed to be underscored by 
slower rates of decline in both the Brazilian and Russian 
economies in the second quarter of 2016.  Meanwhile, 
the economies of China and India are expected to remain 
resilient, with growth projected at 6.6 per cent and 7.6 
per cent respectively, in 2016.  

International

Advanced Economies

After last increasing its main policy rate in December 
2015, the US Fed halted further policy rate increases 
over the first ten months of 2016.  The case for a Fed 
Funds rate hike in September 2016 was strengthened by 
a rebound in economic activity, stronger levels of retail 
sales and relatively stable near-term risks.  However, at 
its September and November 2016 meetings, the Fed 

decided to maintain its federal funds target range at 0.25 
to 0.50 per cent to continue supporting the domestic 
economic recovery and labour market, as expectations 
for US inflation remain low and contained in the near-
term.  Further adjustments to the target range will take 
into account evidence of improvements in labour market 
conditions and a return to the 2.0 percent inflation target.  
In addition, the risk associated with the withdrawal of 
Britain from the EU may be considered as the outturn will 
have implications for the economic outlook of the US. 

   
  The economic data emanating out of the US suggest 
that an increase to the policy rate could be forthcoming in 
the near-term.  The US economy grew at an annualized 
rate of 2.9 per cent in the third quarter of 2016, its fastest 
pace in two years (Chart IId). Growth picked up from 
1.4 per cent in the second quarter on account of rising 
inventories and higher exports, despite slower consumer 
spending.  Further, inflation accelerated to 1.5 per cent 
(year-on-year) in September 2016, marking the largest 
year-on-year increase since October 2014 and indicating 
some progress towards the Fed’s 2.0 per cent target2.  
Additionally, unemployment remained unchanged at 
4.9 per cent in October, as the pace of hiring remained 
steady.  Following a significant jump in the Volatility Index 
(VIX) due to the UK referendum in June 2016, volatility 
in financial markets generally subsided over the second 
half of 2016. Additionally, the US 10-year Treasury 
yield has been trending up thus far in the second half of 
2016, possibly reflecting the increasing the likelihood of 
a Fed Funds rate hike in the short term given the positive 
economic outcomes (Chart IIe).

2 In its June 2016 Article IV consultation with the US, the IMF forecast personal consumption expenditure (PCE) inflation 
above 2.0 per cent in the medium-term.
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3 The British pound fell to a new low relative to the US dollar. The GB£/US$ exchange rate fell to $1.2247 on October 26, 2016 compared 
to $1.3679 on June 24, 2016.

4 New infrastructure projects, the upgrade of ports to accommodate foreign cruise ships, and the construction of food-processing facilities are 
among the planned projects in this new package.

5. Japan’s fiscal year runs from April 1 to March 31.

Chart IIe
VIX and US 10-Year Treasury Yield

Sources: Volatility Index (VIX) and US Treasury Department.

  On June 23, 2016, the UK referendum on membership 
of the EU resulted in a vote to leave the arrangement.  
This decision immediately generated negative market 
sentiment and expectations for the performance of the 
UK economy.  However, the IMF in its October 2016 
outlook, revised upward the short-term outlook for the 
UK by 0.1 percentage points from its July 2016 update 
due to the surprising resilience of the UK economy 
following the referendum.  In spite of this, a weaker 
outlook in the long-term is anticipated, reflective of the 
possible turbulence for both the EU and the rest of the 
world when the UK Prime Minister invokes Article 50, 
after seeking parliamentary approval.  Meanwhile, the 
pound sterling had depreciated by a further 10.5 per cent 
by October 26, 2016 following the sharp tumble on the 
day following the referendum vote3.  

  Economic growth in the UK accelerated to 2.3 per 
cent (year-on-year) in the third quarter due to strong 
growth in the services sector.  Despite resilient economic 
growth, inflation remained below the Bank of England’s 
(BoE) target inflation rate of 2.0 per cent.  However, the 
depreciation of the pound placed upward pressure on the 
inflation rate partly as fuel prices, which are denominated 
in US dollars, were slightly higher.  To proactively support 
the economy, the BoE reduced its benchmark interest 
rate by 25 basis points to 0.25 per cent and expanded 
its Asset Purchase Programme to £435 billion (US$565.5 
billion) from £375 billion (US$487.5 billion) in August, 
and maintained this stance until November.  The 

unemployment rate remained steady at 4.9 per cent in 
the three months to August 2016 – the lowest rate since 
October 2005.

  Despite the economic improvement in the Euro 
Area since the financial crisis, the medium-term outlook 
remains weak for the 19-bloc region.  In the second 
quarter of 2016, economic growth remained subdued 
at 1.6 per cent (year-on-year) down from 1.7 per cent in 
the previous quarter.  Meanwhile, the European Central 
Bank (ECB) maintained its key benchmark interest rate at 
0.0 per cent in October 2016 following its 50-basis point 
reduction in March 2016, and will be keeping its Asset 
Purchase Program at €80 billion (US$90.4 billion) until 
the end of March 2017.  Notwithstanding an increase 
in consumer prices to 0.4 per cent in September - from 
0.2 per cent in August - the CPI has stayed persistently 
below the ECB’s 2.0 per cent inflation target (Chart IIf).  
The Euro Area continues to grapple with double-digit 
unemployment which averaged 10.1 per cent over 
the five-month period from April to August 2016, and 
remained significantly higher than in other advanced 
economies. 

  Due to a boost from gross capital formation in the 
second quarter of 2016, the Japanese economy grew 
moderately by 0.8 per cent (year-on-year) compared 
to slower growth of 0.1 per cent in the first quarter  of 
2016.  The lacklustre growth in the economy prompted 
the Japanese cabinet in August to approve a stimulus 
package4 of approximately ¥28 trillion (US$274 billion) to 
jump-start the domestic economy.  Further, the  Bank of 
Japan (BoJ) kept monetary policy on hold in its November 
2016 announcement as the BoJ expects the Japanese 
economy to expand between 0.8 per cent and 1.0 per 
cent in the fiscal year 20165.  On the monetary policy 
front, the BoJ has maintained its key policy rate in negative 
territory  thus far in 2016.  The BoJ’s newest attempt to 
stimulate the economy involved the introduction in 
September 2016 of a new monetary policy framework 
of Quantitative and Qualitative Easing (QQE),which was 
reaffirmed at the BoJ’s policy meeting in November 2016.  
The new framework focuses on yield curve control and 
represents a shift from the previous model of expanding 
the money supply to control short-term and long-term 
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Chart IIg
BRIC Countries – Annual Real GDP Growth

Source: IMF World Economic Outlook, October 2016.

interest rates.    The BoJ’s commitment is to maintain 
a zero-interest target on long-term (10-year) Japanese 
Government Bonds (JGB) by adjusting the volume of its 
asset purchases.    However, deflation continues to loom 
over the Japanese economy as consumer prices declined 

Chart IIf
Selected Advanced Economies – Headline Inflation

(Year-on-Year Per Cent Change)

Sources: IMF World Economic Outlook, October 2016 and Bloomberg.

by 0.5 per cent (year-on-year) in September 2016 (Chart 
IIf).  The unemployment rate dropped to 3.0 per cent in 
September 2016.

Major Emerging Market and Developing Economies

  Although China, the world’s second largest economy, 
grew on account of increases in services output and 
consumption, the pace of growth remains moderate.  
Against the backdrop of targeted fiscal stimulus and 
monetary easing earlier in the year, economic growth 
expanded by 6.7 per cent (year-on-year) in the third 
quarter due to a fillip from property investment.  The 
acceleration in the property market helped stabilize 
economic growth but ran counter to the country’s efforts 
to transition the economy from an investment-led model 
to a consumption-led one.  However, economic growth 
is poised to reach the government’s target of 6.5 - 7.0 
per cent for 2016.  The inflation rate remained below the 
People’s Bank of China’s (PBoC) 4.0 per cent target rate, 
but rose by more than expected, registering 1.9 per cent 
(year-on-year) in September 2016.  To support economic 
growth, the PBoC kept its key policy rate unchanged at 
4.35 per cent in September 2016.  With the renminbi 
(RMB), China’s currency, officially added to the basket 
of currencies comprising the IMF Special Drawing Rights, 
China expects increased demand for RMB-denominated 

assets from international institutional investors, with the 
corresponding capital flows contributing positively to 
exchange rate stability.

  India continues to be the world’s fastest growing 
economy in 2016.  In the second quarter of 2016, 
economic output expanded by 7.1 per cent (year-on-
year) compared to an increase of 7.9 per cent in the 
previous quarter (Chart IIg).  Despite the rapid economic 
growth, inflation fell sharply for a second month in 
September reaching 4.3 per cent (year-on-year), as food 
inflation remained contained in the context of favourable 
weather conditions. With inflation within the Reserve 
Bank of India’s (RBI) target range of 2.0 - 6.0 per cent, 
the Bank maintained its accommodative monetary policy 
stance with the aim of stimulating the economy’s weak 
investment climate. The Bank decreased its benchmark 
interest rate by 25 basis points to 6.50 per cent in April 
and to 6.25 per cent in October 2016.

  Weak energy prices and EU-US economic sanctions6 
which depressed Russia’s economy in 2015 continued 
into 2016.  Although the economy contracted in the first 
quarter, there were signs of improvement in the second 
quarter with a softer contraction of 0.6 per cent (year-on-
year) and the appreciation of the Russian ruble, which 
reflected a slight pickup in energy prices.  Inflation also 
improved, decelerating to 6.4 per cent (year-on-year) in 
September although it remains above the Central Bank 
of Russia’s inflation target of 4.0 per cent.  The Russian 
government withdrew an estimated US$6.0 billion from 
its Reserve Fund (one of its sovereign wealth funds) to 
cover its widening budget deficit in August 20167.  The 
Central Bank of Russia continued to support the economy 

6 EU Officials have decided to prolong economic sanctions against Russia until 2017.
7 The budget deficit registered 3.3 per cent of GDP in July 2016.
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Chart IIi
Selected Latin American Countries – Exchange Rates

(Cumulative Per Cent Change, Inverted Scale)

Source: IMF Exchange Rates.

Chart IIj
Selected Latin American Countries – Inflation Target

Source: IMF Regional Economic Outlook, October 2016.

Chart IIh
BRIC Countries – Exchange Rates

(Units Per U.S. Dollar)

Source: IMF Exchange Rates.

by reducing its benchmark interest rate by 25 basis points 
to 10.0 per cent in September. This was the second 
reduction in 2016.

 Brazil continued to grapple with an economic reces-
sion and political unease.  The impeachment of President 
Dilma Rouseff which began in late 2015 and ended on 
August 31, 2016, resulted in Rouseff being replaced 
by former Vice President, Michel Temer, as the Presi-
dent of Brazil.  Following the change in leadership, the 
Brazilian real appreciated against the US dollar amidst 
optimism that the new President could trim the budget 
deficit and restore confidence in the flagging economy 
(Chart IIh).  Nevertheless, the challenges facing the 
new administration are clear. In the second quarter of 
2016, the economy contracted for the eighth consecu-
tive quarter, although by a softer 3.8 per cent compared 
to the fall of 5.4 per cent in the first three months. At 
the same time the unemployment rate remained in 
double-digits (11.8 per cent) for the three-month pe-
riod to August 2016.  However, although inflation of 
8.5 per cent in September remains above the upper 
bound of the Central Bank of Brazil’s inflation target 
range, gains continue to be made in containing price 
increases and inflation expectations.  The gains on the 
inflation front in September allowed the Bank of Brazil 
to reduce its benchmark interest rate by 25 basis points 
to 14.0 per cent in support of the economic recovery. 

Regional

Latin America and the Caribbean Region

According to the IMF’s October 2016 Outlook, the 

Latin American region is expected to contract by 0.6 per 
cent in 2016, as compared with its July 2016 Outlook 
where growth was projected to decline by 0.4 per 
cent. Recovery is expected in 2017 with an expansion 
of 1.6 per cent.  Most Latin American Central Banks 
have conducted their monetary policies to foster price 
stability while supporting economic growth in the face of 
challenges caused by depressed commodity prices and 
depreciating currencies (Chart IIi).  In order to anchor 
medium-term inflationary expectations (Chart IIj), the 
Central Banks of Colombia, Peru and Mexico have 
successfully tightened monetary policy to achieve their 
respective inflation rate targets (Table IIa).  

The Jamaican economy continues to improve with 
growth being recorded in the agriculture, manufacturing 
and tourism sectors in the first six months of 2016.  
Jamaica’s external competitiveness also improved with the 
country ranking 75th out of 138 countries in the recently 
released Global Competitiveness Index8. In September 
2016, in its thirteenth review of Jamaica under the 



Page 11 CENTRAL BANK OF TRINIDAD AND TOBAGO • MONETARY POLICY REPORT NOVEMBER 2016

DRAFT

8 Out of 138 countries, Barbados, Jamaica and Trinidad and Tobago ranked 72nd, 75th and 94th respectively.
9 Value added from the agriculture and manufacturing sectors fell below expectations.
10 Merian gold mine production, scheduled for late 2016, is intended to increase reserve liquidity and generate export revenues..
11 The Surinamese Dollar (SR$) was devalued 21 per cent in November 2015 to SR$ 4.040 per US$ from SR$ 3.350 per US$.  Between 

November 2015 - September 2016: the SR$ depreciated by 131 per cent from SR$ 3.350 per US$ to SR$ 7.747 per US$.
12 The increase was largely attributable to the doubling in “housing and utilities” prices associated with the hike in electricity tariffs from October 

2015. 

Extended Fund Facility Agreement, the IMF commended 
Jamaica on its exemplary economic performance, as 
the country met all structural benchmarks. Real GDP 
accelerated in the second quarter relative to the first 
quarter, but inflation remained low at 1.9 per cent (year-
on-year) in September, below the Bank of Jamaica’s (BOJ) 
inflation target of 4.5 per cent.  Against the backdrop of 
a strong international reserves position, a strengthening 
current account and a positive fiscal performance, the 
BOJ maintained its accommodative monetary policy 
stance, and kept its policy rate at 5.0 per cent after cutting 
it by 25 basis points in May 2016.

Emerging from virtually zero growth in 2015, the 
Barbadian economy expanded by 1.3 per cent in the 
first six months of 2016 following a strong winter tourist 
season.  However, a slight deceleration in economic 
growth in the second quarter was a result of unexpected 
delays in most of the major tourism investment projects.  
As a result, the Central Bank of Barbados lowered its 
growth projections for 2016 to 1.5 per cent from its 
previous outlook of 1.6 per cent.  Meanwhile, deflation 
continued in 2016, with a decline of 1.4 per cent in 
general prices over the first half of 2016.  In terms of 
fiscal policy, the Minister of Finance and Economic Affairs 
indicated in his FY 2016/17 Budget Presentation that the 
government aims to reduce the fiscal deficit (as a per cent 
of GDP) to no higher than the rate of economic growth 
by 2018. Despite this, the country’s sovereign rating was 
downgraded from investment grade (BBB+) to (-B) by 
Standard and Poor’s in September 2016, as slow fiscal 
consolidation risked worsening the country’s external 
position. De-risking, weak tourism growth as a result of 
the UK Referendum decision and the threat of the spread 
of the Zika virus are some of the other risks that hover 
over the Barbadian economy in 2016.

Following robust growth in 2015, Guyana’s total 
output expanded by just 2.0 per cent in the first half of 
2016, due to a slower-than-expected expansion in major 
productive sectors9.  However, the Bank of Guyana (BoG) 
anticipates the economy will grow by 4.0 per cent over 
2016 given the strong performance of the mining and 

services sectors.  The inflation rate increased to 1.1 per 
cent in the first six months of 2016 driven by increases 
in food prices.  There were relatively slower increases in 
housing, and transport and communications. Inflation is 
expected to remain below 2.0 per cent in 2016 due to 
moderate increases in food and fuel prices. During the 
first half of 2016, Guyana registered an overall balance 
of payments surplus of US$12.1 million compared to a 
deficit of US$58.1 million one year earlier. The current 
account registered a surplus of US$40.9 million as a 
result of a decline in goods imports coupled with higher 
exports earnings. Meanwhile, the BoG’s monetary policy 
objective during the period was to encourage commercial 
banks to increase private sector credit to enhance 
economic growth. 

The sharp decline in international commodity prices 
combined with the closure of Suriname’s Suralco alumina 
refinery in late 2015 pushed Suriname into a recession.  
Economic activity is expected to contract by 2.0 per cent 
in 2016, following estimated growth of 0.1 per cent in 
2015.  However, medium-term growth prospects remain 
favorable in light of the ongoing investments in the gold 
mining and oil refining sectors10.  Declining foreign 
reserves, high rates of inflation, currency depreciation 
and twin deficits in the fiscal and external accounts are 
challenges for Suriname’s economy.  The urgency to 
strengthen the economy’s resilience to commodity price 
shocks following persistent exchange rate pressure from 
its November 2015 devaluation11 led authorities to shift 
the exchange rate regime from pegged to  floating  in 
March 2016.  Against the backdrop of the November 
devaluation of the currency and increased electricity 
tariffs in the previous month, the CPI (12-month) 
inflation rate measured 63.8 per cent in June 2016, a 
significant increase from an average 4.0 per cent over 
the period 2013-1512.  According to the IMF’s October 
2016 Regional Economic Outlook, Suriname’s inflation 
is expected to end 2016 around 77 per cent.   

Suriname achieved mixed results after the first review 
of its two-year Stand-By Agreement (SBA) with the 
IMF.  Fiscal consolidation forms an integral part of this 
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Current Rate1 Last Change Amount of Change

Chile 3.50 Dec. 2015 +0.25

Colombia 7.75 Aug. 2016 +0.25

Peru 4.25 Feb. 2016 +0.25

Mexico 4.75 Sep. 2016 +0.50

Brazil 14.00 Oct. 2016 -0.25

Sources: Banco Central de Chile, Banco Central de Colombia, Central Reserve Bank of Peru, Banco de Mexico and Banco Central do Brasil.

1   As at October 2016.

Table IIa:   Selected key Central Bank Policy Rates in the Region (Per Cent Per Annum)

program and as such, restraints on government spending, 
implementation of planned reforms and preparations 
for the introduction of Value Added Tax (VAT) kept the 
fiscal deficit close to its programmed path.  The catalytic 
effect of external financing from the SBA along with the 

expansion of gold exports and low reliance on imported 
goods will narrow the current account deficit from 15.6 
per cent of GDP in 2015 to close to zero in the medium 
term.



Page 13 CENTRAL BANK OF TRINIDAD AND TOBAGO • MONETARY POLICY REPORT NOVEMBER 2016

DRAFT

PART III – DOMESTIC ECONOMIC 
CONDITIONS 

a)  Gross Domestic Product

Preliminary estimates from the Central Bank’s Index of 
Quarterly Gross Domestic Product (QGDP) (2010=100) 
show that the domestic economy continues to contract in 
the current environment of depressed prices and reduced 
production of energy and energy-derived products. 
Following an overall decline of -0.6 per cent in 201513, 
GDP is estimated to have fallen by 6.7 per cent (year-
on-year) in the first half of 2016, led by a contraction in 
the energy sector (10.8 per cent) (Chart IIIa). However, 
the non-energy sector also weakened, with available 
indicators pointing to a decline of 4.3 per cent, which 
is unsurprising given the important spillover impacts of 
the energy sector on the non-energy sector, as well as 
the stimulatory effects of Government spending in the 
economy.  

Through the first half of 2016, several developments 
in the energy industry contributed to lower output across 
a range of activities spanning exploration, production 
and refining.  In addition to the impact of declining 
rates of extraction from oil and gas fields, energy sector 
output was curtailed on account of the temporary 
suspension of operations at two major oil companies. In 
the second quarter of 2016, both BHP Billiton and bpTT 
suspended normal operations to prepare two new fields 
for production. BHP Billiton prepared to commence 
production from its new Greater Angostura field in 
September 2016, while bpTT is arranging to bring its 
Juniper project on-stream in 2017.  Consequently, over 
the first half of 2016, output from both these companies 
was down, contributing to falls of 9.9 per cent in crude oil 
production and 10.7 per cent in natural gas production 
(Chart IIIb).   

The shortfalls in oil and especially natural gas, affected 
operations of entities further down the value chain. In 
light of reduced natural gas feedstock for their operations, 
key mid-stream and down-stream producers scaled back 
production and intensified maintenance-related activities. 
Consequently, LNG production contracted by 15.2 per 
cent, while the output of natural gas liquids declined by 

13 Based on official statistics from the Central Statistical Office.

14.3 per cent.  As a result of the fall-off in natural gas 
liquids and in spite of Petrotrin’s refinery throughput 
increasing by 19.2 per cent, the refining sub-sector fell by 
10.1 per cent.  Similarly, the petrochemicals sub-sector 
declined by 2.9 per cent, as the fall-off in methanol 
production (7.9 per cent) offset an increase in fertilizer 
output (2.3 per cent).  Methanol production fell on 
account of maintenance activity at Atlas, TTMC II and 
CMC plants. One methanol plant, the TTMC I plant, 
has been idled since May 2016, on account of reduced 
natural gas feedstock.

Chart IIIa
Trinidad and Tobago – Real GDP Growth1

(Year-on-Year Per Cent Change)

Source: Central Bank of Trinidad and Tobago.

1 Real GDP growth rates are derived from the Central Bank’s Index of 
Quarterly Gross Domestic Product (the QGDP Index), which is based 
on indicators of  production rather than on value added. The Central 
Statistical Office (CSO) is the official source of GDP statistics.

p Provisional.

Chart IIIb
Crude Oil and Natural Gas Production

Source: Ministry of Energy and Energy Industries.
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14 With effect from May 20, 2016, the customs duty and motor vehicle tax were increased by 50 per cent on vehicles with engine sizes 
exceeding 1999cc.  This, however, did not apply to commercial vehicles such as taxis, maxi-taxis, goods vehicles, agricultural vehicles, trucks, 
private school buses and vehicles used for public purposes.

 

The preparations at oil companies for incorporating 
new fields continued to affect output from the energy 
sector which contracted by 17.9 per cent (year-on-
year) in the third quarter of 2016. The exploration and 
production sub-sector contracted significantly (18.7 per 
cent) as crude oil and natural gas production declined by 
11.5 per cent and 19.5 per cent, respectively.  Natural 
gas production was severely hampered in August 2016 
by the planned shutdown of bpTT’s Mahogany Bravo 
(B) hub for tie-in to the Juniper platform.  As a result, 
natural gas production fell to 2,758 mmscf/d in August; 
the lowest level since 2004.  This natural gas shortfall and 
the planned shutdown of Atlantic LNG’s Train I during 
the quarter resulted in reduced activity in the refining 
sub-sector which declined by 15.9 per cent. These 
upstream developments also constrained the activities of 
downstream producers as total petrochemical production 
declined by 13.2 per cent (year-on-year) in the third 
quarter of 2016. Output of fertilizer fell overall by 4.9 per 
cent despite an increase of a 13 per cent in the production 
of urea during the quarter, which reflected a base effect 
created by curtailed urea production during the year-
earlier period. Methanol production also declined, by 
21.8 per cent.  

Meanwhile, a variety of available indicators also 
signalled weakening in the non-energy sector during the 
first half of 2016 when compared with the year-earlier 
period. Indicators of activity in the construction sector such 
as local sales of cement, sales of ready-mix concrete and 
sales of mined aggregates all declined, suggesting lower 
value added in the sector.  The fall-off in overall activity 
was partly linked to the slowdown in the execution of 
the Government’s capital programme, including road 
construction and housing development. With some 
Government projects delayed or suspended some larger 
construction firms are reported to have shifted their focus 
to smaller private residential projects where construction 
activity remains more resilient. Overall, activity in the 
construction sector is estimated to have contracted by 
20 per cent (year-on-year) in the first six months of 2016.  
Data for the third quarter of 2016 show that the slump 
may have continued: in the period local sales of cement 
declined by 23.8 per cent. 

Total estimated output from the manufacturing sector 
in the first half of 2016 was markedly below levels in 
the corresponding period of the previous year (6.5 per 
cent), owing mainly to curtailments in the chemical and 
assembly-type output.  Within the chemicals and non-
metallic minerals sub-sector, production was lower by 
12.4 per cent reflecting a fall-off in output of construction-
related products such as cement and concrete.  The 
assembly-type and related industries sub-sector declined 
(-33.1 per cent), continuing to show the effects of the 
loss of output from the closure of the Arcelor Mittal steel 
plant in November 2015.  Capacity utilization within 
the manufacturing sector remained steady, averaging 
68.1 per cent.

Distribution activity was estimated to be weaker in the 
first half of 2016, by 3.0 per cent, from the similar period 
in 2015. This is evidenced primarily by the fall in the 
Central Statistical Office’s (CSOs) Retail Sales Index, but 
is also supported by the slowing trend in private sector 
credit demand.  Consistent with the aforementioned 
sluggishness in the construction sector, retail sales of 
hardware and construction materials dropped sharply 
(27.0 per cent), but the less vibrant economic milieu was 
also reflected in lower sales in other key retail categories 
such as motor vehicles and parts (-3.3 per cent) and 
household appliances, furniture and other furnishings 
(-3.0 per cent). However, there were higher sales of 
supermarket and grocery products (2.4 per cent) and 
vehicle fuels (26.1 per cent) – the increase in the fuels 
component was mainly the result of price increases 
over the period.  Looking ahead to the third quarter, 
preliminary data suggest that activity in the distribution 
sector will remain sluggish.  For example, new motor 
vehicle sales declined by 28.3 per cent (year-on-year) 
over the period July to September 2016 owing to sharp 
decreases in the sales of both private (24.5 cent) and 
commercial (35.0 per cent) vehicles. This fall-off in 
motor vehicle sales could partly be explained by the 
implementation of increased taxes14 as sales of high-end 
private vehicles declined by 52.0 per cent (year-on-year) 
in the third quarter of 2016. 
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15 http://newsday.co.tt/news/0.225635.html

Similarly, the electricity and water sub-sector 
contracted by 1.9 per cent (year-on-year) in the first half 
of 2016 due to reduced water production and electricity 
generation.  Reduced water production was attributed 
to lower levels of rainfall and consequently lower water 
levels at the nation’s dams while the closure of Arcelor 
Mittal steel plant, formerly the largest commercial 
consumer of electricity, contributed to the decline in 
electricity generation.  On the positive side, the finance, 
insurance and real estate sector continued to record 
moderate growth (1.7 per cent) on account of increased 
activity in the commercial banks sub-sector.  Other 
sectors to record growth on a year-on-year basis during 
the first half of 2016 were the agriculture (9.1 per cent) 
and the transport, storage and communication (1.0 per 
cent) sectors. 

b) Prices

Retail Prices

Since the last Monetary Policy Report in May 2016, 
inflationary pressures have remained subdued. According 
to the CSOs Index of Retail Prices (RPI), headline 
inflation on a year-on-year basis measured 3.0 per 
cent in September 2016, down from 3.5 per cent in 
April 2016 (Chart IIIc).  In the first nine months of the 
year, inflationary pressures emanated from increases in 
the price of diesel fuel, the widening of the number of 
items subject to VAT and the weakening of the TT dollar 
against the US dollar. However, on the whole, inflationary 
pressures seemed to have been mitigated by weakened 
domestic activity and the slackening of the labour market.  

Chart IIIc
Index of Retail Prices (Jan. 2015 = 100)

(Year-on-Year Per Cent Change)

Source: Central Statistical Office.

Chart IIId
Index of Retail Prices –

Components of the Core Index (Jan. 2015 = 100)
(Year-on-Year Per Cent Change)

Source: Central Statistical Office.

Core inflation maintained a stable trajectory over 
April to September 2016.  On a year-on-year basis, core 
inflation, which excludes food prices, measured 2.3 per 
cent in September 2016 compared with 2.1 per cent 
in April and 2.0 per cent at the start of the year.  Over 
this period, rates within the housing sub-index declined 
and a slowdown was recorded within the furnishings, 
household equipment and routine maintenance sub-
index (Chart IIId).  Movements in the housing sub-index 
were influenced by declining costs of home ownership. 
Conversely, there were faster increases recorded in the 
transport, and health sub-indices.  The transport sub-
index was largely impacted by fiscal adjustments to the 
petroleum subsidy while industry reports suggest the 
health sub-index15 faced increased price pressures due to 
the depreciation of the TT dollar vis-à-vis the US dollar.

Meanwhile, food inflation slowed as there were no 
major reports of supply disruptions over the period.  Latest 
information showed that food inflation decelerated on 
a year-on-year basis to 6.2 per cent in September 2016 
compared with 9.9 per cent at the start of the second 
quarter of 2016.  After maintaining double-digit rates 
over the first three months of the year, inflation within the 
meat sub-index was flat by September 2016 (Chart IIIe).  
Internationally, the Food and Agriculture Organisation’s 
(FAOs) Food Price Index reversed a more than three-year 
period of price declines in August and September 2016 
with overall increases of 7.1 per cent and 10.0 per cent 
(year-on-year), respectively.  Driving these increases 
over the period were sharp turnarounds within the 
sugar (75.1 per cent and 81.0 per cent) and oils (25.3 
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Chart IIIe
Index of Retail Prices – 

Components of the Food Sub-Index (Jan. 2015 = 100)
(Year-on-Year Per Cent Change)

Source: Central Statistical Office.

Chart IIIf
FAO Food Price Index

(Year-on-Year Per Cent Change)

Source: Food and Agriculture Organization.

per cent and 28.1 per cent) indices (Chart IIIf).   Tight 
global supplies and falling stock levels have impacted 
both these commodities, with sugar particularly affected 
by production shortfalls in the two largest producers, 
Brazil and India.

Producers’ Prices

After slowing considerably over the first three months 
of the year, the Index of Producers’ Prices (PPI), as 
measured by the CSO, remained contained over the 
subsequent two quarters.  The PPI rose by 1.4 per cent 
and 1.3 per cent (year-on-year) in the second and third 
quarters of 2016.   In the third quarter of 2016, the 
chemicals and non-metallic minerals sub-index remained 
largely unchanged when compared with the same period 
a year earlier.  In the face of falling activity in the domestic 

construction sector, there were price declines for items 
within the bricks, blocks and tiles, and ready-mix concrete 
categories.  Additionally, producers’ prices within the 
cement category remained unchanged from the same 
period one year earlier.  

Building Materials’ Prices

The slowdown in public sector capital programmes - 
and resultantly, in the construction sector - has begun to 
impact domestic prices of building materials.  According 
to the latest Index of Retail Prices of Building Materials, 
produced by the CSO, building materials’ prices declined 
by 1.1 per cent in the first quarter of 2016 (year-on-
year) with all but one sub-sector experiencing price 
declines.  In the first quarter of 2016, prices declined 
within the site preparation, structure and concrete frame 
(-1.7 per cent), walls and roof (-1.3 per cent), electrical 
installation and fittings (-1.3 per cent), finishing, joinery 
units and painting (-1.1 per cent) and windows, doors and 
balustrading (-0.1 per cent) sub-indices.  The plumbing 
and plumbing fixtures sub-index was the only one to 
show an increase (3.6 per cent) from the corresponding 
period a year earlier.

c) Labour Market

Slowing economic activity led to worsening conditions 
in the labour market during the second quarter of 2016. 
The latest data from the CSO indicate that the rate of 
unemployment increased to 4.4 per cent in the second 
quarter of 2016 from 3.8 per cent in the first quarter of 
2016 and 3.2 per cent in the second quarter of 2015.  The 
change in the unemployment rate between June 2015 
and June 2016 reflected an increase of 16,200 in the 
number of people who could not find work, along with 
the simultaneous ameliorating effect of the departure of 
8,200 people from the labour force. The net withdrawals 
from the labour force meant that the participation rate, 
measured as the total labour force divided by the non-
institutional population 15 years and older, fell to 60.0 per 
cent from 61.0 per cent recorded in the corresponding 
period one year earlier.  In respect of job losses the 
sectors most affected were Distribution (13,000 persons), 
Construction (10,000 persons), and Agriculture (1,900 
persons). However, there were additional hires in the 
Transport, Storage and Communication (4,600 persons), 
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16 The Community, Social and Personal Services Sector includes CEPEP workers (both Contractors and Labourers), members of the Defence 
Force, Public Servants, Teachers, Sanitary workers, Medical Personnel, Labour Unions, Recreational and Culture Services and Personal and 
Household Services.

Finance (4,400 persons) and Community, Social and 
Personal Services16 (3,300 persons) sectors. 

Additional information suggests that labour market 
conditions continue to adjust to the economic 
environment.  According to the notices of retrenchment 
submitted to the Ministry of Labour and Small Enterprise 
Development, 741 persons were retrenched over 
the period April to September 2016 compared with 
495 persons in the corresponding period of 2015.  
Retrenchment occurred in the Petroleum, Manufacturing, 
Finance, Transport, Distribution and Construction sectors 
(Chart IIIg).  Concurrently, labour demand also appeared 
to have slackened.  According to Central Bank estimates, 
job vacancies advertised in the major local newspapers 
declined by 32.1 per cent during the period April to 
September 2016 when compared to the corresponding 
period of 2015.  However, anecdotal evidence suggests 
that job openings for low-skilled workers remain 
considerable.

Job losses in the second quarter of 2016 were 
concentrated among males in the Construction, 
Distribution and Agriculture sectors.  However, the 
unemployment rate for males remained lower than for 
females. Male unemployment increased to 4.1 per cent 
in June 2016 from 2.3 per cent a year earlier.  Over the 
same period, the female unemployment rate rose to 4.9 
per cent from 4.4 per cent.  Youth unemployment also 
increased and continued to be higher than the overall 
level. The unemployment rate in the 15-24 age group 
measured 11.6 per cent in the second quarter of 2016 
compared to 8.1 per cent in the corresponding period 
of 2015.

Labour productivity in the manufacturing sector 
has been declining as output from the sector has been 
contracting more rapidly than the number of hours 
worked.  Labour productivity is measured by the Index 
of Productivity, which reflects the Index of Domestic 
Production divided by the Index of Hours Worked. Using 
this measure, labour productivity declined for the third 
consecutive quarter (year-on-year) in the second quarter 

of 2016, by 11.4 per cent compared with an increase of 
0.3 per cent in the same period one year earlier.  This 
was attributed to a 16.7 per cent decline in the Index 
of Domestic Production, which outmatched a smaller 
decline of 5.9 per cent in the Index of Hours Worked. 
Extracting the energy firms, labour productivity for non-
energy firms fell by 20.7 per cent in second quarter of 
2016, compared with 3.0 per cent in the comparative 
period one year earlier.  This decline in productivity was 
largely concentrated in the assembly-type and related 
products sub-sector where productivity declined by 68.2 
per cent on account of the closure of the ArcelorMittal 
steel plant.  By contrast, productivity rose in the drink and 
tobacco (18.4 per cent) and miscellaneous products (7.9 
per cent) sub-sectors.  

Consistent with trends of falling production of key 
areas in the energy sector, productivity was lower for 
companies engaged in the exploration and production of 
crude oil and natural gas (1.8 per cent) and in the refining 
of natural gas (13.8 per cent).  However, a ramping up 
in production at Petrotrin led to productivity gains in the 
oil refining sub-sector (12.8 per cent) and an increase in 
productivity in the petrochemicals sub-sector (11.4 per 
cent) was mainly attributable to a decline in the number 
of hours worked.

  

Chart IIIg
Retrenchment Notices Registered By Sector

January – April 2016
(As a Proportion of Total Notices Filed)

Source: Ministry of Labour and Small Enterprise Development.
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d) Fiscal Operations

Central Government fiscal operations were noticeably 
constrained in Fiscal Year (FY) 2015/16 as a result of the 
low energy commodity price environment and reduced 
levels of domestic energy sector output.  Based on Revised 
Estimates for FY 2015/16, the Central Government 
accounts registered a deficit of $7.3 billion (5.0 per cent 
of GDP), compared with an initially-budgeted deficit of 
$2.8 billion (1.5 per cent of GDP) and the deficit of $2.7 
billion in FY 2014/15.  Despite a decline in non-energy 
revenues17 over the period, a substantial reduction in total 
expenditure led to a fall in the non-energy fiscal deficit 
to 9.4 per cent of GDP from 13.7 per cent of GDP in the 
corresponding period one year earlier.   

The budget for FY 2016/17 delivered in the Parliament 
on September 30, 2016, projects a deficit of $6.0 billion 
(3.9 per cent of GDP), with total revenue and expenditure 
forecasted to increase to $47.4 billion and $53.4 billion 
respectively18.  Among its stated medium term objectives, 
the Government aims to achieve a balanced budget by 
FY 2019/20 and to limit public sector debt to no more 
than 65.0 per cent of GDP.  With energy revenues 
expected to remain relatively flat in FY 2016/17, the 
Government sought to increase collections from non-
energy receipts, which included several one-off items. 
Among the revenue-enhancing measures were the 
re-introduction of the property tax in 2017, a new tax 
bracket of 30 per cent on income and profits above $1.0 
million, the introduction of a Revenue Authority and a 
transfer pricing regime. In terms of one-off measures, the 
Government contemplates partial sale of state-held assets 
of five corporations. Non-energy revenues are expected 
to increase to $40.9 billion, of which $9.7 billion will 
come from one-off receipts.  If realized, this will lead to a 
further reduction in the non-energy fiscal deficit to 8.1 per 
cent of GDP. On the expenditure side, the Government 
further reduced the fuel subsidy by increasing the price 
of diesel fuel by 15.0 per cent.

The Central Government plans to finance the budgeted 
deficit through borrowing, of which roughly 75.0 per 

17 The decline in non-energy revenues was due to the less than anticipated revenue receipts which were expected to come from VAT collections, 
property tax, the passage of the Gambling (Betting and Control) Bill and the creation of a Revenue Authority.

18 The FY2016/17 Budget, themed “Shaping a Better Future: A Blueprint for Transformation and Growth”, was based on a projected crude oil 
price of US$48 per barrel and a natural gas price of US$2.25 per mmbtu.

19 Despite a marginal increase to the estimated total public sector debt, the anticipated increase in nominal Gross Domestic Product (GDP) in FY 
2016/17 translated into a lower debt to GDP ratio.

cent will be from domestic sources.  The estimates show 
that total public sector debt (excluding debt issued for 
sterilisation purposes) will amount to 60.2 per cent of 
GDP in FY 2016/17 compared with 61.1 per cent of GDP 
in the previous fiscal year19. The budget estimates reveal 
that new foreign borrowing will be limited to roughly 
the equivalent of TT$2.1 billion and as such, external 
debt is projected to increase for FY 2016/17 to 16.2 per 
cent of GDP. 

Some measures in the fiscal package could potentially 
be inflationary, but the degree of impact will depend on 
how individuals and businesses adjust. The increase in 
the price of diesel will provide only a small direct impetus 
to headline inflation. However, second round effects 
on consumer and business transportation costs could 
be more important. The introduction of the property 
tax could lead to some upward pressure on the housing 
sub-component of the Retail Price Index, but the effects 
of increases to alcohol and tobacco customs and excise 
rates should be minimal given the small weights of 
these items in the overall index. Meanwhile, the smaller 
non-energy fiscal deficit is expected to translate into 
marginally lower Net Domestic Fiscal Injections (NDFIs), 
which continue to be a major source of banking system 
liquidity.  However, the likely pickup in the Public Sector 
Investment Programme (PSIP) to $5.1 billion may be 
growth-enhancing.

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

Trinidad and Tobago’s balance of payments continues 
to face significant challenges as the domestic energy 
sector adjusts to lower global commodity prices and 
domestic supply disruptions.  According to Central Bank 
estimates, the overall balance of payments position 
registered a deficit of $412.8 million in the first half of 
2016, compared to a larger deficit  of $724.6 million in 
the corresponding period one year earlier (Table IIIa).  At 
the end of June 2016, the level of gross official reserves 
stood at $9,375.2 million, representing 11.1 months of 
prospective imports of goods and non-factor services. 
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Chart IIIh
Trinidad and Tobago Gross Official Reserves

Source: Central Bank of Trinidad and Tobago.

Provisional estimates indicate that the current account 
posted a deficit of $1,076.9 million (9.7 per cent of GDP) 
in the first six months of 2016, significantly larger than the 
deficit of $282.9 million (2.4 per cent of GDP) recorded 
in the similar period one year earlier.  The deterioration 
in the current account was largely due to a large decline 
in the merchandise trade balance as a result of declining 
export revenues.  The trade balance as a per cent of GDP 
moved into negative territory in the first half of 2016, to 
3.6 per cent of GDP, from a surplus of 6.2 per cent in 
the six months to June 2015.  Over the first six months of 
2016, energy exports declined to $3,135.8 million which 
represented a year-on-year decline of 28.0 per cent.  
Non-energy exports also decreased by approximately 
20.0 per cent (year-on-year), to $884.5 million in the 
first half of 2016 as economic activity in major markets 
remained subdued.  Meanwhile, total imports fell by 
6.5 per cent (year-on-year) due to lower energy imports. 
Outflows on the services account declined to $358.1 
million in the first half of 2016, from $433.3 million in 
the corresponding period one year earlier.

The capital and financial account is estimated to have 
recorded a surplus of $664.1 million in the first half of 
2016, a reversal of the deficit of $441.7 million recorded 
in the six months to June 2015.  Notwithstanding sluggish 
investment growth in the world economy, net foreign 
direct investment (FDI) increased to $647.5 million in 
the first half of 2016 from $66.5 million in the similar 
period of 2015 on account of the purchase of shares 
in two local financial holding companies by a regional 
inverstor.  The largest recipient of FDI inflows was the 
petroleum industries, which accounted for over 60.0 
per cent of total FDI inflows for the first half of 2016.  
Meanwhile, commercial banks reduced their holdings 
of foreign assets, in the form of investments and equity 
in subsidiaries and affiliates, resulting in an inflow of 

$133.3 million.  Further, portfolio investment registered 
a net inflow of $14.8 million, a turnaround from the net 
outflow of $90.3 million recorded in the similar period 
of 2015.  This reversal was as a result of a change in 
long-term debt securities due to the full repayment of 
bonds in 2015. Disbursements on Central Government 
borrowings from multilateral sources amounted to $24.7 
million, while principal repayments on existing external 
debt decreased from $24.8 million as at June 2015 to 
$17.5 million as at June 2016.

Movements in the levels of gross official reserves in 
the first ten months of 2016, indicate a weakening in 
the external accounts due in part to lower oil and gas 
receipts.  At the end of October 2016, gross official 
reserves amounted to $9,756.6 million, equivalent to 
10.9 months of prospective imports of goods and non-
factor services (Chart IIIh). This includes the proceeds of 
$998.8 million from a Central Government bond issue 
in August 2016.  Overall the figures point to a balance of 
payments deficit of approximately $31.0 million in the 
first ten months of 2016. 
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Table IIIa:  Trinidad and Tobago Summary Balance of Payments (US$ Million)

2011 2012 2013 2014 2015p Jan-Jun 2015 Jan-Jun 2016p

Current Account 1,787.2 -2,738.6 3,419.9 377.6 -224.8 -282.9 -1,076.9

Trade Balance 5,455.3 1,272.1 6,115.7 3,290.1 1,330.1 732.3 -403.3

  Exports 14,943.4 12,916.1 18,744.8 14,566.1 10,803.9 5,465.8 4,020.3

    Energy 12,597.0 9,781.3 15,188.0 12,093.1 8,422.6 4,361.3 3,135.8

    Non-energy 2,346.4 3,134.8 3,556.7 2,473.0 2,381.2 1,104.4 884.5

  Imports 9,488.1 11,644.1 12,629.1 11,276.1 9,473.7 4,733.5 4,423.6

    Energy 4,308.2 5,589.3 7,141.4 5,585.6 3,300.7 1,775.3 1,556.8

    Non-energy 5,179.9 6,054.8 5,487.7 5,690.5 6,173.1 2,958.3 2,866.9

Services (Net) -627.6 -654.7 -445.4 -470.2 -749.6 -433.3 -358.1

Income (Net) -3,073.8 -3,389.5 -2,275.4 -2,421.0 -765.4 -564.4 -320.2

Transfers (Net) 33.3 33.6 25.1 -21.3 -39.9 -17.5 4.7

Capital and Financial Account -1,034.5 2,116.6 -2,633.7 952.0 -1,303.8 -441.7 664.1

Private Sector -718.5 2,943.5 -2,593.6 1,220.3 -1,257.2 -358.8 383.9

  Direct Investment 770.6 772.1 -66.3 1,213.8 477.0 66.5 647.5

  Portfolio Investment -84.9 -445.8 -100.1 -167.1 -107.9 -90.3 14.8

  Commercial Banks -309.8 -668.7 94.4 66.0 -421.3 -73.5 133.3

         Other Private Sector Capital* -1,094.4 3,285.9 -2,521.7 107.6 -1,205.1 -261.6 -411.7

Public Sector** -315.9 -826.9 -40.0 -268.3 -46.5 -82.9 280.3

Overall Balance 752.7 -622.0 786.3 1,329.6 -1,528.6 -724.6 -412.8

Per Cent of GDP
Current Account 7.0 -10.6 12.9 1.4 -1.0 -2.4 -9.7

Trade Balance 21.4 4.9 23.0 12.5 5.6 6.2 -3.6

Services (Net) -2.5 -2.5 -1.7 -1.8 -3.2 -3.7 -3.2

Income (Net) -12.1 -13.1 -8.6 -9.2 -3.2 -4.8 -2.9

Transfers (Net) 0.1 0.1 0.1 -0.1 -0.2 -0.1 0.0

Capital and Financial Account -4.1 8.2 -9.9 3.6 -5.5 -3.7 6.0

Private Sector -2.8 11.4 -9.8 4.6 -5.3 -3.0 3.5

  Direct Investment 3.0 3.0 -0.2 4.6 2.0 0.6 5.8

  Portfolio Investment -0.3 -1.7 -0.4 -0.6 -0.5 -0.8 0.1

  Commercial Banks -1.2 -2.6 0.4 0.3 -1.8 -0.6 1.2

         Other Private Sector Capital* -4.3 12.7 -9.5 0.4 -5.1 -2.2 -3.7

Public Sector** -1.2 -3.2 -0.2 -1.0 -0.2 -0.7 2.5

Overall Balance 3.0 -2.4 3.0 5.1 -6.5 -6.1 -3.7

MeMoranduM IteMs

Gross Official Reserves*** 9,822.7 9,200.7 9,987.0 11,316.6 9,788.0 10,592.0 9,375.2

Import Cover (months)*** 13.5 10.4 12.0 12.7 11.1 12.2 11.1

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

r Revised.    
p Provisional.  Merchandise Trade data for October 2015 - June 2016 are Central Bank estimates.    
*  Includes Errors and Omissions.    
**  Includes Official Borrowing, State Enterprises, Heritage and Stabilization Fund, Other Assets and Other Liabilities.  
*** End of Period.
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BOX 1
DECLINING ACTIVITY IN THE ENERGY SECTOR 

 The energy sector has historically been critically important to the Trinidad and Tobago economy. However, the sector’s 
contribution has declined over the last decade. Over the period from 2005 to 2015, energy output as a share of total output 
declined from 45.9 per cent to 24.7 per cent, while the contribution of energy revenue to total government revenue fell from 
49.7 per cent to 27.2 per cent1. More recently, purchases of foreign currency from the energy sector have fallen by 16.1 per 
cent from 2013 to 2015. 

 The decline in the energy sector contribution is due to falls in both prices and production.  International commodity prices 
have plunged over the last year, oil production has declined steadily since late 2006, while natural gas production peaked in 
late 2009. The decline in the sector reflects a structural shift in the industry, characterized by three main factors: 

1. Mature Acreage. Trinidad and Tobago has produced hydrocarbons for over 100 years and is a mature province.  As 
hydrocarbons are extracted over time, the pressure within the reservoirs declines and the natural rate of production 
falls.  In such cases, Enhanced Oil Recovery methods could be used to reinvigorate reservoirs and boost production. 
These methods involve injecting foreign materials (e.g. water, steam, carbon dioxide) into the reservoirs to re-pressurize 
them. Enhanced Oil Recovery is not yet widely used in Trinidad and Tobago. 

2. Increased Emphasis on Safety. Following the Macondo incident2  in the Gulf of Mexico in April 2010, energy compa-
nies have increased emphasis on safety, introducing new practices which have spurred more frequent safety-related 
downtime.  For example, some companies now shut down for certain activities such as safety inspections and heavy 
lifts. In addition, there is now stricter adherence to operational maintenance schedules and companies no longer 
postpone maintenance for convenient reasons such as to avail of rising prices. 

3. Upgrade to Infrastructure.  Linked to the emphasis on safety is an intensified focus on infrastructural upgrade.  Since 
2010, there have been a significant number of interruptions in production to facilitate additions or upgrades to facili-
ties.  In September of 2010, BHP Billiton initiated a three-month shutdown of its Angostura field to facilitate Angostura 
Phase 2 which included a new gas export platform as well as modifications to existing facilities.  In September 2012, 
a coordinated maintenance program facilitated by the Ministry of Energy and Energy Industries resulted in outages 
at Kapok (bpTT) and Dolphin (BGTT) in order to facilitate major upgrades. Twelve months later, bpTT conducted 
major work on its Cassia hub while BGTT took down its Dolphin platform to facilitate the tie-in of the Starfish field.  
Most recently, in 2016, bpTT’s Mahogany hub was taken offline to complete the tie-in of the Juniper platform.  
These examples represent some of the major upgrade works which necessitated a period of downtime in order to 
be completed. 

 
 Despite these challenges, however, several new projects should add a fair amount of natural gas to the local production 
horizon by early 2017.  The recently commissioned Angostura Phase 3 project by BHP Billiton, soon to be followed by bpTT’s 
Juniper Project and EOG Resources’ Sercan Development should help to mitigate some of the limiting factors highlighted above.

1 Calculation for 2015 are based on revised budgeted estimates.
2 On April 20, 2010 an explosion and subsequent fire on the Deepwater Horizon drilling rig in the Gulf of Mexico resulted in eleven (11) fatalities and 

approximately 3 million barrels of oil being spilt.

Figure 1
Natural Gas Production

Source: Ministry of Energy and Energy Industries.
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Chart IVa
Commercial Banks – Excess Reserves

Source: Central Bank of Trinidad and Tobago.

PART IV - MONETARY AND FINANCIAL 
SECTOR DEVELOPMENTS

Monetary Developments

Thus far in 2016, the Central Bank has maintained 
the Bank’s main monetary policy rate, the ‘Repo’ rate, at 
4.75 per cent, influenced by domestic and international 
economic conditions.  On the domestic front, the Bank 
sees the need to maintain support to a slowing economy. 
At the same time, despite higher fuel prices and a 
widening of the VAT base early in the year and some 
depreciation of the local currency against the US dollar, 
inflation and inflationary expectations remain relatively 
well-anchored, obviating the need for pre-emptive 
interest rate increases by the Bank. External influences 
also provide little impetus for the Bank to increase its 
rate.  Following an increase in the Federal Funds rate in 
December 2015, the US Fed has kept its rate constant 
because of the still-too-fragile nature of the recovery in 
the US. The possible effects on the global economy of 
the Referendum in the UK to leave the EU may have 
also factored into the Fed’s September decision to hold 
rates. With the repo rate steady for the year so far, the 
Bank has continued to manage Open Market Operations 
(OMOs) and liquidity flexibly to meet changing market 
conditions and requirements. 

 
Liquidity levels were slightly higher over the first ten 

months of the year when compared to the same period 
of 2015, despite a substantial fall in Government Net 
Domestic Fiscal Injections (NDFIs).  Over January to 
October 2016, excess liquidity averaged $4,021.5 million 
monthly, relative to $3,502.9 million monthly over the 
same period in 2015 (Chart IVa).  At the same time, 
NDFIs at $5,434.1 million, was less than half that in the 
same period in 2015 as Government’s foreign income 
slumped.  The increase in average excess liquidity over the 
period (despite the smaller injections from Government’s 
operations) partly reflected the Central Bank’s strategy 
to let liquidity build in May and June 2016 so that the 
financial system could participate in Government bond 
issues.  As part of this approach, a commercial bank 
liquidity management fixed deposit valued at $1.0 billion 
was allowed to mature at the start of May. In all, between 
April and June 2016 the Bank allowed $2,586.0 million, 

comprising the deposit and net Open Market securities, 
to return to the system. 

Since July 2016, the Bank has managed liquidity 
more tightly and average daily liquidity has decreased.  
Extraordinary withdrawals of liquidity occurred in July and 
August when CLICO made two payments of $1.3 billion 
each to the Government.   Over January and October 
2016 net OMOs withdrew $161.2 million from the 
financial system compared with an injection of $1,961.1 
million in the same period a year prior.   Also, indirect 
withdrawals of liquidity from the financial system through 
the sale of foreign exchange to authorised dealers were 
lower as the Bank’s sales of foreign currency to the system 
contracted. Foreign exchange sales to authorised dealers 
withdrew $8,921.2 million over January to October 2016, 
compared with $15,942.2 million in the same period in 
2015 (Table IVa).      

Short-term rates were fairly steady over January to 
October 2016. In February, the TT 3-month Treasury bill 
rate increased by 20 basis points to 1.20 per cent where 
it remained till October.  The rate on the corresponding 
US 3-month Treasury bill moved from 0.33 per cent 
to 0.34 per cent over the same period.  As a result, 
the 3-month TT-US differential increased by 19 basis 
points, reaching 86 basis points in October from 67 basis 
points in January, driven almost entirely by the upward 
movement of the TT 3-month rate.  Given the generally 
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Chart IVbii
Outstanding Open Market Operations 

Treasury Bills and Notes Balances

Source: Central Bank of Trinidad and Tobago.

Chart IVc
3-Month and 10-Year TT-US Treasury Rate Differentials

Source: Central Bank of Trinidad and Tobago.

Chart IVbi
Reserve Requirements and Other 

Liquidity Absorption Measures

Source: Central Bank of Trinidad and Tobago.

more relaxed liquidity conditions (Charts IVbi and IVbii) 
over the first ten months of the year, interbank activity 
and rates declined. In the period, interbank borrowing 
of $5,148.0 million occurred at a rate of 0.56 per cent. 
This compared with interbank borrowing of $24,314.0 
million at a rate of 0.64 per cent in the same period a 
year earlier. 

Longer-term yield differentials over January to October 
2016 continued to be influenced mainly by volatility in 
the US term structure, which was in turn driven primarily 
by the flight to safety effects following the UK’s EU 
Referendum in June.  While the rate of the US 10-year 
Treasury bond stood at 1.94 per cent at the end of January 
2016, the rate fell to 1.49 per cent after the Referendum 
at the end of June and declined even further to 1.46 
per cent in July.  The rate recovered to 1.84 per cent 
in October with increasing expectations of a policy rate 
hike by the Fed before the end of 2016.  The rate on the 

corresponding TT 10-year Treasury bond increased 50 
basis points over January to October 2016 to reach 4.40 
per cent. The combination of these movements resulted 
in a long term differential that increased from 196 basis 
points in January 2016 to 256 basis points in October, 
after reaching a five-year high of 299 basis points in July 
(Chart IVc). 

Interest rate movements over January to June have 
seen a rise in bank spreads. While the median prime 
lending rate has remained at 9.00 per cent over January to 
October 2016 (Chart IVd), commercial banks’ weighted 
average lending rate increased to 8.03 per cent in June 
2016 up from 7.82 per cent in March and 7.74 per cent in 
December 2015.  With deposit rates increasing marginally 
to 0.59 per cent in June, up from 0.58 per cent in 
March and 0.56 per cent in December 2015, the spread 
between the weighted average lending and deposit rates 
increased to 7.44 per cent in June 2016 from 7.24 per 
cent in March and 7.18 per cent in December 2015 
(Box 2).  The Mortgage Market Reference Rate (MMRR) 
has increased once thus far in 2016, a 25 basis-point 
increase to 3.00 per cent in March following an earlier 25 
basis-point increase to 2.75 per cent in December 2015. 
Adjustments to the MMRR were subsequently postponed 
until the end of the Triennial Review process, which is 
expected to be completed in late 2016.   

Private sector credit growth is being affected by the 
slow economic conditions and by rising interest rates. 
Growth in private sector lending by the consolidated 
financial system decelerated from 6.2 per cent in March 
2016 to 3.1 per cent in August 2016 (Chart IVe). From an 
institutional viewpoint, commercial bank lending growth 
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2013 2014 2015 Jan-Sep-15 Jan-Sep-16

Fiscal Injections 10,364.6 11,855.8 13,193.8 11,386.8 5,434.1

Liquidity Absorption Measures

Open Market Operations (OMOs) -260.1 -11,434.6 2,332.1 1,961.1 -161.2

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

Commercial Banks’ Fixed Deposits 0.0 0.0 3,500.0 4,000.0 1,500.0
Memo Item:

CBTT Sale of Foreign Exchange 8,367.0 3,380.5 16,588.5 15,942.2 8,921.2

Source: Central Bank of Trinidad and Tobago.

Note: 
A negative sign means that there was a net issue of OMOs and commercial banks’ fixed deposits resulting in a withdrawal of liquidity and a 
positive sign means a net redemption of OMOs and maturity of commercial banks’ fixed deposits which injects liquidity.

Table IVa:  Fiscal Injections and Liquidity Absorption (TT$ Million)

waned steadily from 6.2 per cent in March to 3.7 per cent 
in August 2016, while credit by the non-bank financial 
institutions deteriorated more starkely, declining by 2.2 

per cent by August compared with growth of 6.3 per cent 
In March. In terms of lending purpose, while there was a 
fall-off in business lending, consumer lending remained 
buoyant but real estate mortgage lending decelerated 
(Box 3). 

The main monetary aggregates contracted over the 
six-month period to August 2016, as NDFIs remained 
subdued and credit growth waned.  M1-A declined by 
1.9 per cent in August 2016 from an increase of 2.8 per 
cent in March, due to a contraction in demand deposits 
(2.7 per cent). The growth of M-2 slowed to 0.5 per cent 
in August 2016 from 3.6 per cent six months earlier, 
despite the rise in savings (1.4 per cent) and time deposits 
(8.6 per cent). 

Foreign currency deposits of the financial system 
(denominated in TT dollars) rose modestly over the 
six-month period to August 2016, supported by the 
depreciation in the TT$/US$ exchange rate.  On a year-
on-year basis, foreign currency deposits rose by 10.9 
per cent in August 2016 from 8.3 per cent in March.  
Businesses’ foreign currency deposits, which comprise 
approximately 36 per cent of foreign currency deposits, 
rose by 11.2 per cent after declining by 4.6 per cent 
six months earlier.  The increase in consumers’ foreign 
currency deposits (approximately 35 per cent of total 
foreign currency deposits) moderated to 7.5 per cent, 
from 9.4 per cent in March 2016.  Over the period, the 
TT$/US$ exchange rate rose 6.0 per cent in August 2016 
on a year-on-year basis, compared with 3.5 per cent six 
months earlier.

Chart IVd
Repo Rate and Commercial Banks’ 

Median Prime Lending Rate

Source: Central Bank of Trinidad and Tobago.

Chart IVe
Private Sector Credit to the Consolidated Financial System

(Year-on-Year Per Cent Change)

Source: Central Bank of Trinidad and Tobago.
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BOX 2
RECENT INTEREST RATE DEVELOPMENTS

 In September 2014, the Central Bank began withdrawing from the accommodative stance which it adopted during the 
Global Financial Crisis. As part of this change, the Central Bank increased its main policy tool, the ‘Repo’ rate, by 200 basis by 
the end of 2015, and also expanded Open Market Operations (OMOs) by $9,101.9 million1 over 2014 and 2015.  Since the 
end of 2015 however, the effects of large declines in energy prices and lower domestic energy production on the economy 
have intensified, which has prompted the Central Bank to keep the ‘Repo’ rate at 4.75 per cent thus far in 2016 (Figure 1). 
In terms of liquidity management, the Bank reduced OMO issuances to accommodate the floating of two government bonds 
aimed at budgetary support.

 The increased use of short-term Treasury bills to manage excess liquidity since 2014 has had the effect of increasing their 
associated rates. Increases in TT short-term rates exceeded the movements on the corresponding US instruments between 
December 2013 and September 2016, leading to widening TT-US differentials. The differentials moved from 10 basis points 
to 91 basis points in the case of the 3-month bills, and from 27 basis points to 221 basis points in the case of the 1-year instru-
ments. Increasing differentials are consistent with the Bank’s policy aim of cushioning any possible disturbances that may arise 
from international monetary policy shocks.
 
 Lending rates in the banking system have not risen as quickly as Treasury rates, as shown in Figure 2. Despite the increasing 
trend in the ‘Repo’ rate from September 2014 to December 2015, commercial banks’ weighted average lending rate declined 
by 59 basis points between September 2014 and September 2015 before rising by 29 basis points between December 2015 
and June 2016. This delayed response shows that monetary policy transmission operates with some lag. Furthermore, there 
remains a wedge between policy and market rates partly due to high levels of excess liquidity, which allows banks to obtain 
funding without recourse to the ‘Repo’ facilities of the Central Bank. 

 Some lending rates did however increase. As a result of increases in the Mortgage Market Reference Rate (MMRR) (by 75 
basis points to 3.00 per cent over December 2014 to June 2016), the weighted average rate on new residential mortgages rose 
by 77 basis points while the corresponding rate on outstanding residential mortgages increased by 3 basis points over the same 
period. However, banks’ weighted average deposit rate increased by only 4 basis points over the same period. Similarly, the 
average annualized rate of return on income funds increased marginally by 9 basis points to 0.95 per cent over the first half of 
2016.

1 This includes a large one-off OMO in October 2014 geared at managing the liquidity impact of the sale of a state asset.
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BOx 2 (CONT’D)
RECENT INTEREST RATE DEVELOPMENTS

Figure 1
Repo Rate, Short Term Treasury Rates and the MMRR

Source: Central Bank of Trinidad and Tobago.

Figure 2
Commercial Bank Rates and Mortgage Rates

Source: Central Bank of Trinidad and Tobago.
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BOX 3
TRENDS IN THE CATEGORIES OF PRIVATE SECTOR CREDIT OVER 2016

 Over the first eight months of 2016, business credit was the weakest performing category of lending as it contracted by 2.8 
per cent on a year-on-year basis in August 2016 compared with growth of 4.2 per cent in January 2016. By June 2016, in light 
of the slowdown in construction activity, lending to the construction sector had contracted by 0.6 per cent.  Credit to the other 
services sector declined sharply (18.5 per cent), driven by a contraction in lending to the electricity and water sub-sector (30.7 
per cent). Lending to the distribution sector (1.8 per cent) slowed further in June 2016, while foreign currency loans to businesses, 
which comprise just over 20 per cent of loans to businesses, also declined (9.8 per cent) in August 2016. Conversely, real estate 
mortgage loans to businesses have remained buoyant (8.6 per cent) in August 2016.

 In contrast to developments in business lending, consumer lending remained largely stable at 8.0 per cent in August 2016, 
compared to 8.7 per cent growth eight months earlier. Loans for motor vehicles continued to record double-digit growth (14.3 
per cent) in June 2016, with loans for new private cars accounting for most of the increase1.  The subdued economic conditions 
may have stimulated competition among lending institutions, with the attractive terms at non-banks as well as the availability of 
new product lines stoking demand.  Credit card loans also grew strongly (12.8 per cent) in June 2016.

 Real estate mortgage lending has continued to slow incrementally over 2016 thus far due to a slump in new mortgages. Over 
the first six months of the year, the weighted average lending rate on new mortgages rose by 71 basis points to 6.54 per cent 
while the rate on outstanding mortgages rose by 20 basis points to 6.38 per cent. Outstanding real estate mortgage loan growth 
decelerated to 5.7 per cent in August from 8.6 per cent at the start of the year, as new residential mortgages contracted by 19.0 
per cent in June 2016.

 There has been a more significant slowdown in real estate mortgages to consumers, which comprise 70 per cent of total real 
estate mortgage lending. As new and outstanding residential mortgage interest rates have risen to 5.46 per cent and 6.01 per 
cent over the half year to June 2016, residential mortgage loans decelerated to 4.5 per cent in August 2016 from 8.0 per cent 
in January 2016.  According to mid-year data, lending slowed for the purchase of existing houses (8.4 per cent) and new houses 
(6.8 per cent). Higher interest rates as well as weaker labour market conditions may be impacting real estate mortgage demand, 
particularly in the residential mortgage market.

1 While new car sales have begun to decline, the outstanding value of new car loans has continued to increase at a slower pace.
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Date Purchases from 
Public Sales to Public Net Sales Purchases from 

CBTT

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

2011 4,755.5 6,186.8 1,431.3 1,475.0

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

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

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

2015 4,941.3 7,382.5 2,441.2 2,640.9

Jan to Oct 2015 4,102.0 6,241.7 2,139.7 2,538.9

Jan to Oct 2016 3,611.5 4,721.1 1,109.5 1,361.6

Y-o-Y Per cent Change -12.0 -24.4 -48.1 -46.4

  Source: Central Bank of Trinidad and Tobago.

Table IVb:  Authorised Dealers: Foreign Exchange Market Activity (US$ Million)

Financial Sector Developments

Developments in the Foreign Exchange Market

The depressed condition of the domestic energy 
sector is affecting activity in the foreign exchange market. 
Lower local production of energy products and subdued 
energy prices are affecting inflows of foreign exchange 
into the market and thus the quantities available for 
sale by the authorised dealers (Table IVb).  Purchases of 
foreign exchange from the public (excluding purchases 
from the Central Bank) by authorised dealers amounted 
to US$3,611.6 million over January to October 2016, 
a 12.0 per cent decrease from the corresponding 
period in 2015.  Of this, inflows from the energy sector 
reached US$2,220.4 million, a 20.1 per cent decrease 
from the corresponding period in 2015, when energy 
sector purchases amounted to US$2,780.3 million. The 
respective change in inflows from the non-energy sector 
amounted to an increase of 13.9 per cent relative to the 
same period in 2015, for all purchases above US$20,000. 
From January to October 2016, the energy sector, which 
has traditionally been the key source of currency for 
authorised dealers, accounted for 65.4 per cent of total 
purchases.  

Meanwhile, sales of foreign currency by authorised 
dealers to the public over January to October amounted 

to US$4,721.1 million which was 24.4 per cent lower 
than over January to October 2015.  Sales reported to the 
Central Bank in excess of US$20,000 were mainly to the 
retail and distribution sector (29.9 per cent). Other sectors 
accounting for significant foreign exchange sales volumes 
over the same time period included borrowing via 
international credit cards (23.8 per cent), manufacturing 
(13.5 per cent), and automobile companies (7.8 per cent).  

During January to October 2016, foreign exchange 
sales by authorised dealers exceeded purchases from 
the market by US$1,109.5 million, which was 48.2 per 
cent less than the shortfall during January to October 
2015.  The Central Bank sold US$1,361.6 million to the 
market to cover this gap. Nevertheless, Central Bank’s 
sales to the market were 46.4 per cent below its sales in 
the comparable period of the previous year.  

The TT dollar has depreciated against the US dollar 
during the year. In October 2016, the weighted average 
TT$/US$ selling rate stood at TT$6.7507, which 
represented a depreciation of 4.5 per cent from the 
start of the year.  The country’s external competitiveness 
improved slightly as the depreciation in the nominal 
exchange rate led to a slight depreciation (1.2 per 
cent) in the trade weighted real effective exchange rate 
(TWREER)20.    

         

20 An increase (decrease) in the index is an appreciation (depreciation) which represents a loss (gain) of competitiveness.  The TWREER moved 
from 178.8 over the period January to September 2015 to 176.5 over the corresponding period in 2016.
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Chart IVf
Composite Price Index and Stock Market Capitalisation

Source: Trinidad and Tobago Stock Exchange.

Capital Markets

Stock Market

The Composite Price Index (CPI) recorded a marginal 
decline of 0.5 per cent in the year-to-date (to September 
2016) as a strong performance by regionally listed 
entities erased much of the declines of domestically 
headquartered firms (Chart IVf). Over the first nine 
months ending September 2016, the All Trinidad and 
Tobago Index (ATI) index registered a 6.7 per cent 
decline, mirroring the overall subdued economic 
domestic environment.  However, the six regional stocks 
that make up the Cross Listed Index (CLI) displayed large 
gains over this period, resulting in the CLI expanding 
by 33.5 per cent.  Given the flat performance of the 
overall market, total stock market capitalisation dipped 
by 0.5 per cent to end the nine-month period at $112.9 
billion.  For the year to September 2016, 67.4 million 
shares were traded on the exchange at a market value 
of around TT$649.6 million compared with just under 
60.0 million shares traded at a market value of TT$658.4 
million during the same period one year earlier. 

The primary bond market was relatively active during 
the first nine months of 2016. Provisional data suggests 
that there were eight primary debt issues at a value of 
roughly $5,386.2 million. Three private sector entities 
accessed the market, but the public sector was responsible 
for the lion’s share of total issues. In terms of the private 
sector, in January 2016 HADCO Limited procured 
TT$30 million; in March Sagicor raised US$75 million 
(TT$494.8 million) for short-term funding; and in April, 

Milshirv Properties Limited raised $130.8 million (Table 
IVc).  On the public side, a state enterprise, the Trinidad 
and Tobago Mortgage Finance Company Limited (TTMF), 
accessed roughly $70 million in the first half of 2016 as 
part financing for its routine operations.   Additionally, 
state enterprise National Infrastructure Development 
Company Limited (NIDCO) issued a 15-year, $1,500 
million bond for the Point Fortin Highway project. 
Furthermore, in May 2016 the Central Government 
auctioned a 12-year bond raising roughly $1.2 billion, 
followed by a 14-year $2.0 billion primary bond issue via 
a private placement in June 2016. Both of these bonds 
were issued for budgetary support. In comparison, during 
the same period in 2015, seven primary bonds were 
issued raising roughly $2,996.8 million.

Trading activity on the secondary Government 
bond market picked up significantly thus far in 2016.  
Anecdotally, the rise in Treasury security interest rates 
over the period and subsequent portfolio adjustments 
within the local financial sector, underpinned the increase 
in secondary market trading activity. During the first nine 
months of the year, 137 trades were conducted at a face 
value of $1,519.3 million.  In comparison, a total of 31 
trades with a face value of just under $71.6 million were 
observed for the whole of 2015.  Furthermore, the rise 
in Treasury yields resulted in the Central Government 
Bond Index experiencing declines for the year thus far.  
Over the first nine months of 2016, the Price Index and 
Total Return Index fell by 5.6 per cent and 1.2 per cent, 
respectively.  

Yields on the TT Treasury Yield Curve continued to 
increase over the first ten months of 2016, albeit, at a 
slower pace than that recorded in the first quarter of 
2016.  Over the first quarter of 2016, the short-term 
3-month and 1-year yields expanded by 20 basis points 
to 1.20 per cent and 25 basis points to 2.80 per cent, 
respectively. However, since then these short-term rates 
have remained unchanged. On the longer end, the 
benchmark 10-year yield expanded by 33 basis points to 
4.21 per cent while the 15-year benchmark jumped 41 
basis points to 4.84 per cent over the first three months 
of 2016. Subsequently, over the period April to October 
2016, these tenors increased by only 18 basis points to 
4.39 per cent and 27 basis points to 5.11 per cent for 
the 10-year and 15-year terms, respectively (Chart IVg).
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Chart IVg
Standardized Trinidad and Tobago 

Government Yield Curve21 

Source: Central Bank of Trinidad and Tobago.

21 The TT Treasury Yield Curve is a standardized curve constructed using data from Central Bank of Trinidad and Tobago Open Market 
Operations, the Trinidad and Tobago Stock Exchange Secondary Government Bond Market and Market Reeds from institutional players.

22 Aggregrate 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, Royal Bank Trinidad and Tobago, Republic Bank Limited and First Citizens 
Limited.

Mutual Funds

Following a contraction in 2015, the local mutual funds 
industry rebounded during the first nine months of 2016, 
as aggregate funds under management22 rose by 3.5 per 
cent to $43.1 billion (Chart IVh).  During the period, 
income funds grew by 3.5 per cent to $34.9 billion. 
However, reflecting the weak performance of the stock 
market, equity funds under management declined by 3.7 
per cent to just under $5.8 billion.  Conversely, funds 
classified as “Other”, which represents money market 
funds and special purpose funds, expanded by 44.8 per 
cent to roughly $2.4 billion.  In terms of currency profile, 
US dollar funds expanded by 9.6 per cent to just under 
TT-equivalent $9.0 billion, while TT dollar funds grew by 
2.7 per cent to $34.1 billion. 

During the nine-month period ending September 
2016, the industry witnessed net sales of $345.4 
million, of which total sales were $10.9 billion and total 
redemptions were $10.6 billion.  In comparison, over the 
same period in 2015 net sales of $665.2 million were 
recorded of which total sales were $10.6 billion and total 
redemptions, $10.0 billion.

Capital Market Developments

The annual Budget presented by the Minister of Finance 
at the end of September 2016 indicated that in order to 
raise additional revenues, the Government will engage in 
a Seasoned Equity Offering (SEO) of Trinidad and Tobago 
NGL Limited (TTNGL) and First Citizens Holdings Limited 
(FIRST) shares.  Specifically the budget statement specified 
that the National Gas Company will sell 51 per cent of 
its holding of TTNGL, while the Government of Trinidad 
and Tobago will sell 20 per cent of its holding of FIRST 
shares. Each sale is expected to earn roughly $1.5 billion 
in additional revenue and therefore add an additional $3.0 
billion to the total stock market capitalisation.  

The annual Budget also indicated that in light of the 
low interest rate environment and constrained savings 
culture, the Government proposes to issue general savings 
bonds for investment by the public. The bonds will be 
issued with 3-year, 5-year, and 7-year maturities, and 
accompanied with 3.0 per cent, 3.5 per cent, and 3.75 
per cent interest rates respectively. The Government also 
intends to extend the bond offerings and issue housing 
bonds linked to the purchase of housing and education 
bonds linked to education expenses.

Chart IVh
Mutual Funds Under Management by Type  

Source: Central Bank of Trinidad and Tobago.
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Period Issued Borrower Face Value (TT 
$M)

Period to Ma-
turity

Coupon Rate per annum                   
(Per Cent) Placement Type

2016

January TTMF – Series 1 53.73 6 years Fixed rate 4.62% Private

HADCO 30.00 11.25 years Fixed rate 6.0% Private

February TTMF – Series 2 14.00 10 years Fixed rate 4.52%, 
reset after 5th year

Private

March Sagicor 494.80 1 year Fixed rate 5.0% Private

(US$75.00 mn)

  April Milshirv Properties Limited 130.80 20 years   Fixed to Floating Rate 6.00% Private

  May Central Government of
Trinidad and Tobago 1162.90 12 years   Fixed Rate 4.50% Public Auction

  June Central Government of
Trinidad and Tobago 2000.00 14 years   Fixed Rate 4.50% Private

Source: Central Bank of Trinidad and Tobago.

p Provisional.

Table IVc:   Primary Debt Issues (January-March 2016p)




