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IDB Fund approves grant to imple-
ment general principles for remit-
tance services in Latin America, 
and the Caribbean.   

The Multilateral Investment Fund 
(MIF) announced yesterday the 
approval of a US$1 759 000 grant 
to the Centre for Latin American 
Monetary Studies (CEMLA) to pro-
mote the application of the Gen-
eral Principles for Latin America 
and Caribbean Remittance Ser-
vices in at least 23 countries. The 
Inter-American Development 
Banks MIF-financed technical co-
operation will help central banks 
and other authorities in the region 
involved in the regulation, opera-
tion and measurement of the re-
mittance market implement the 

principles developed under the 
leadership of the World Bank and 
the Bank for International Settle-
ments Committee on Payment and 
Settlement Systems.   

Fifteen central banks from the 
more remit tance-dependent 
economies will be visited by spe-
cialists, who will help them 
strengthen remittance market re-
porting and increase awareness to 
disseminate the principles. The 
other central banks will participate 
in regional seminars and other 
events with similar objectives.     

(Source: Barbados Advocate website

 

www.barbadosadvocate.com  Friday August 
25, 2006) 
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CAIB MISSION STATEMENT 

The Mission of the Caribbean Association of Indigenous Banks Inc. is to 
facilitate the growth and development of indigenous financial institu-
tions through the provision of advocacy, support services and a plat-
form for networking, and by being efficient, well resourced and finan-
cially sustainable.  

CAIB VISION 
Caribbean Association of Indigenous Banks Inc. will be the focal point 
for networking among financial institutions in the region, a respected 
voice and effective advocate for indigenous financial institutions, the 
organization of choice for member support and services.  

The CAIB ANTHEM  

WE STAND AS ONE  

WE SING ONE  SONG 

AND SHARE ONE DREAM 

WITH HIGH ESTEEM 

NO DARKENED PAST CAN SHADOW OUR FUTURE 

WE SEE ONE LIGHT, A LIGHT THAT SHINES FOREVER. 
FROM DIFFERENT PARTS WE CAME  

THE STORIES ALL THE SAME 

WE STAND AS ONE  

WE SING ONE  SONG. 

Mark Your Calendars!!!!  

       



VIEWPOINT 

We have decided to reprint 
this article from Caribbean 
Account 2000 in light of the 
number of requests that we 
have received. The second 
part of this article Anatomy 
of a Merger: The Birth  of the 
Bank of St. Lucia Ltd will be 
published in September s 
issue.    

Mr. St. Rose warns that lib-
eralisation of trade in ser-
vices will expose small, pa-
rochial, community-based, 
indigenous banks to compe-
tition from large, efficient 
and aggressive foreign 
banks. To survive, indige-
nous banks must change 
the way they organise them-
selves, using privatisation, 
consolidation, and mergers 
to gain critical mass. The 
privatisation option is illus-
trated in this case study of 
the National Commercial 
Bank of St. Lucia.  

The rationale for privatisa-
tion was to mobilise addi-
tional capital, allowing the 
National Commercial Bank 
of St. Lucia (NCB) to play a 
more dynamic role in the 
country's economic devel-
opment. Privatisation also 
allowed the Government of 
St. Lucia to offer the public 
shares without subscribing 
to the offer. Other objectives 
were to:  

1. Allow St. Lucians to par-
ticipate in NCB's growth 

and profitability 
2. Increase market share.  
    Shareholders prefer to do 
    business with a company 
    in which they enjoy own- 
    ership.  

3. Increase deposit base and 
    maximum loan size, ena- 
    bling large scale private  
    sector project financing,  
    particularly for tourism.  

4. Bring competent persons 
    from the domestic and  
    external private sector to  
    the Board, for a broader  
    perspective, commercial 
    orientation and greater  
    sub regional focus; de- 
    velop synergies, networks 
    and strategic alliances  
    with similar institutions  

5. Facilitate development of 
   a sub regional capital mar- 
   ket and the creation of a 
   culture encouraging invest- 
   ment in productive sector  
   equities.   

The Privatisation Proposal 
Independent assistance was 
provided by a local auditing 
firm which helped formulate 
the proposal, prepare the 
prospectus and promote the 
issue. The primary objective 
was to increase the Bank's 
capital by $20m (an 85% 
increase from $23.5m to 
$43.5m), while decreasing 
the Government's share in 
the NCB. Privatisation did 

not aim to make staff redundant 
and staff rationalization was 
only expected to result from 
attrition, training and expansion 
of the Bank's activities.  

Subscription was open to citi-
zens of St. Lucia, the Organisa-
tion of Eastern Caribbean 
States (OECS) and Barbados. 
To encourage broad share 
ownership, the minimum sub-
scription was set at $100, or 
twenty shares (though a $500 
minimum would have been 
more cost-effective).  

The Bank promised a minimum 
rate of return of 20% on equity 
by 2001, and a dividend payout 
of 8% on the initial subscription 
thereafter. A Dividend Rein-
vestment Plan was proposed 
for all shareholders, except the 
Government.  

Governance arrangements 
were considered important. The 
intention was that Government 
remain the 
majority shareholder in the first 
phase, retaining no more than 
60% of the Bank's capital. and 
arrangements were tailored to 
safeguard the rights of private 
sector shareholders, particu-
larly small minority sharehold-
ers. This included special 
(larger) majorities for funda-
mental actions. Appointment of 
the Chairman or Managing Di-
rector required approval by 
three private sector elected or 
appointed Board members,  
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The Anatomy of A Privatisation: The National Commercial Bank of St Lucia   
(A CASE STUDY)                                                                                               

.By Marius St.Rose 



VIEWPOINT 

I S S U E 3 9 P A G E 5 

The Anatomy of A Privatisation: The National Commercial Bank of St Lucia   
(A CASE STUDY)                                                                                               

.By Marius St.Rose 

and though the Government 
could veto any proposal. it 
could not execute policy 
without approval from at 
least two private sector di-
rectors.  

The Results Demand for 
shares exploded in the clos-
ing weeks of the issue and 
the Bank extended the offer 
by a day. Over 3,000 appli-
cations were received for 
subscriptions exceeding 
$33.0m, mainly from small 
investors purchasing the 
minimum.   

Few individuals subscribed 
to $50,000 or more, but al-
most all institutional investor 
subscriptions exceeded 
$100,000. Significantly, over 
75% of staff subscribed.  

Over-subscription and the 
number of sub-regional fi-
nancial institutions subscrib-
ing to the issue, led the 
NCB to ask Government to 
sell some of its holdings. 
The Government complied, 
selling about $I0m in shares 
to institutions.   

An Unexpected Outcome 
The initial strategy had been 
to capitalise while reducing 
Government control, fol-
lowed by full privatisation 
with a strategic investor. 
The actual outcome tele-
scoped the two phases into 
one, and the strategic part-
ners turned out to be a 
grouping of sub-regional 
financial institutions, includ-
ing the main indigenous and 
commercial banks in the 
OECS and Barbados. It is a 
fortuitous arrangement 
which offers much promise! 

Pre-Privatisation   
Fact File  

100% owned by the Government 

St Lucia s largest  Commercial bank 

Ranked fifth in profitability 

Net income before tax: $3.9m in 1998      

      (1997: $2.2m) 

Paid out Dividends:  $6.2m 

Retained Earnings;  $18.0m (including  

statutory reserves) 

Equity Base1: $23.5m 

Deposits: $386.6m 

Loans: $331.6m  

Deposit to equity ratio:16.5:1  

(n.b Statutory Limit of 20:1)        

     (1 Book value) 

Pre Privatisation  
Performance* 

Share price increase from $5.00 to 
almost $7.00 
Net income before tax at mid-year 
2000: $7.6m (vs. $4.2m in the com-
parable period before privatization). 
Net income before tax in 1999: 
$11.1m (1998: $3.9m) 
Assets, deposits and loans increased 
by 4.8% in the 12 months after  

       privatisation (vs. 15.7% for the prior     
       12-month period). 

Liquid investments increased by 98% 
from $86m to $170m. 
Staff complement reduced from 207 
to under 195 without downsizing. 
Two subsidiaries established: a Mort-
gage Finance Company and an Off-
shore  Finance and Services Com-
pany.      

       (* after July 1999) 
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Final Share Ownership Structure  

SOURCE: (Reprinted from Caribbean Account 2000 -  Authored  By: Marius St Rose) 

Regional
Financial

Institutions
30%

St Lucia
Government

39%

OECS and
Barbados

Private sector
Investors

1%
St Lucia Private
Sector Investor

30%

Prior and Concurrent  
Support Initiatives  

Managing Director appointed for a two-year term.  

Consultants engaged to conduct a Management Audit of the NCB.  

Financial and Operational Audit of the NCB conducted by Eastern Caribbean  
      Central Bank.  

Bank Re-organisation.  

St. Lucia Development Bank appointed official Re-sale agent for share issue. 

Stand-by Purchase Agreement with National Insurance Scheme to purchase minimum  
      number of shares if public demand was below expectations. 
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OWNERSHIP: INDIGENOUS BANKS THE WAY FORWARD 

By Helen Daniel-Joseph 

Ms. Daniel-Joseph notes the 
tremendous progress made by 
indigenous banks, and identi-
fies hurdles to the fulfillment of 
their true potential. Our excerpt 
focuses on privatisation and 
mergers as ways to address 
obstacles affecting the efficient 
performance of indigenous 
banks. This article is particu-
larly enlightening when read in 
conjunction with the preceding 
case study (Anatomy of a Pri-
vatisation).   

Indigenous banks have come 
a long way in fulfilling the 
mandate for which they were 
created: To foster growth and 
development. But they must 
overcome a number of hur-
dles. 

Challenges The large pro-
portion of business from gov-
ernment and quasi govern-
ment transactions is a con-
straint; spread on govern-
ment business is narrow, 
constraining profitability.  

Analysis of the assets and 
liabilities of most indigenous 
banks shows a serious mis-
match. Liabilities range from 
next day to five years. Loans 
and advances on the asset 
side range from on demand 
to 25 years. It is difficult to 
get customers to place funds 
for periods exceeding three 
years.  

Two options can address 
these and other challenges: 
Privatisation and Mergers.    

Privatisation Governments' 
hold on indigenous banks 
must be loosened. If the 
State decides to reduce its 
holdings below fifty percent, 
banks should try to attract 
share purchases by other 
indigenous banks, regional 
national insurance schemes, 
insurance companies, busi-
ness firms, and nationals and 
residents of the Caribbean.  

Privatisation increases the 
bank's capital base, creating 
more capacity for financing 
larger loans and investments. 
A Board of Directors propor-
tionate to shareholdings will 
represent a wider cross-

section of the com-munity, 
with more bankers and busi-
nesspersons. Privatisation 
should ensure that business 
is conducted on a purely eco-
nomic basis, thus changing 
commercial sector percep-
tions. Finally, other banks 
with shares can offer support, 
and access to a wider loyal 
customer base.  

Mergers The merger option 
reduces high administrative 
costs. Merging with other lo-
cal banks nationally or 
regionally increases the insti-
tution's size, enhancing its 
ability to influence the finan-
cial market and how foreign 
banks operate.  

Merged banks enjoy econo-
mies of scale because costs 
are divided over a larger vol-
ume of business. Research 
and innovation can be inten-
sified to produce viable infor-
mation and create new prod-
ucts for the wider market. A 
merger also increases the 
capital structure, enabling 
larger loans without breach-
ing statutory guidelines.     

(Reprinted from Caribbean  

Account 2000 -  Authored  By: 
Helen Daniel-Joseph)  

Weaknesses of  
Indigenous Banks  

Ownership Structure: 
Government and quasi-
government transactions 
generate a disproportion-
ate amount of business 
 Increase in non-perform- 
ing loans 
 High administrative costs 
 Lack of economies of    

   scale in marketing, re- 
   search, audit, training and     
   computerization 

Need for management 
level talent with skills in 
project evaluation, and 
market and risk analysis 



Regional News Briefs   

RBTT has again been sa-
luted for excellence by 
leading financial publica-
tion, Euromoney. As part 
of its 2006 Awards for Ex-
cellence, the prestigious 
international magazine, 
selected RBTT Bank Lim-
ited as the Best Bank in 
Trinidad and Tobago.  

This latest award is the 
third from Euromoney, with 
Euromoney s Emerging 
Markets newspaper an-
nouncing RBTT as the 
Best Trade Finance Bank 
in Central America and the 
Caribbean in 2004. Later 
that year, Euromoney 
hailed RBTT as Best Bank 
in the Caribbean. Accord-
ing to Euromoney, the 

Best Bank award used to 
be conferred on a regional 
basis, but, as of 2006, 
We are now awarding the 

Best Bank in each of the 
major countries in the Car-
ibbean.

  

This marks the 15th year 
since Euromoney began 
recognising the best-
performing financial insti-
tutions in significant finan-
cial markets and product 
sectors, defining banking 
excellence in global cate-
gories, across 110 individ-
ual countries. Euromoney, 
which is published 
monthly and features is-
sues and key market play-
ers that influence the fi-
nancial industry, says of 
the awards, We continue 
to combine qualitative data 
with informative and impor-
tant subjective judgments 
to award the Best Bank. 
These annual awards set 
the standards for banking 
and capital market excel-
lence amongst the top-
ranking financial institu-
tions around the world.     

The Euromoney awards 
are among an impressive 
list of awards RBTT has 
received, including: Latin-
Finance 

 

Bank of the 
Year in Trinidad and To-
bago, 2005; LatinFinance 

 

Bank of the Year for the 
Caribbean, 2003; The 
Banker  Bank of the Year 

in Trinidad & Tobago, 2001, 
2002 and 2003, and in Ja-
maica, 2002; and the inaugu-
ral 2002 GiltEdge Golden 
Award for Excellence from 
Jamaica s Mona School of 
Business and the Financial 
Gleaner.   

(Source: RBTT Newsroom www. 
rbtt.com  August 23, 2006 )    

East Caribbean Financial 
Holding Company limited will 
present checks amounting to 
$30,000 to the National 
Community Foundation, 
$20,000 and the Sir Arthur 
Lewis Community College, 
$10,000.   

The Group s sponsorship is 
in keeping with its corporate 
social responsibility policy, 
which inter alia, concentrates 
on providing tangible sup-
port for education and com-
munity based programs that 
sustain St Lucia s develop-
ment.

   

(Source: The Star  Newspaper-
August 21, 2006 issue) 
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