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THE CENTRAL BANK of Trinidad
T [, , & Tobago has relinquished control
“Frees” First Citi- of First Citizens Bank Ltd.
zens
- The Central Bank was given con-
CEO's Editorial trol of First Citizens Bank in 1993,
when it was formed out of the
AEEIPOINTS: merger of National Commercial
aribbean Feels 4 -7
Pinch as Dollar Bank, Workers Bank and Coopera-

Drops” & H
“The Mystified tive Bank.

Economic Explorer”

Regional News s-13 In an advertisement, Central Bank
Eileiis gave notice that its cessation of

., control kicked in as of yesterday.
CAIB 34th AGM & Central Bank Governor Ewart Wil-
Conference Spon-

sors liams yesterday explained that it is
a requirement that the governing
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bank “nurse a young entity”, add-
ing that initially First Citizens had
to report directly to the Central
Bank, and have major decisions
cleared through it.

“The progress they have made no
longer requires our leadership and
the Central Bank will now sell its
shares in First Citizens Bank,” Wil-
liams added.

September 29 2007)
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CEQO’s Editorial

Dear Colleagues

Welcome to the September 2007
issue of CAIB’s Newsletter!

With just a mere two months to
4o before the launch of our 34th
AGM, @Pre-conference Training
& Conference, we are absolutely
delighted to share with you a
complete [ist of our event spon-
sors (see page 14). CAIB takes
this opportunity to thank_ all of
you for your tangible support of
our vision and mandate, and it is
with full confidence that we look,
Sforward to a rewarding Guyana
Meeting on the theme “Defining
the Market Space.”

We do urge you to register now if
you have not already done so as
rooms in Guyana are [imited.

This is sure to be an insightful 4-
day event as we recognise the
financial / economic arena within
which we exist is not stagnant -
Sfar from it! In fact, with the
advent of new technologies, in-
creased global participation, and
shifting market boundaries, it is
becoming more clear than ever
that we as indigenous banking
and financial institutions must
adapt to survive, and must be
willing to re-define ourselves and
our marRet spaces.

So what is our market space?
What is our operating environ-

ment? We in the Caribbean have
often made reference to our geo-
graphic location as being one that
places us squarely in the shadow
(or back, yard) of North America -
and though for many years it
seemed a safe pace to be, Septem-
ber caused us to think ... are we
too close for comfort?

As the world focuses on the worry-
ing state of the US financial
arena - with its crippling sub-
prime, mortgage meltdown and the
record-low  exchange rates now
being set by the greenback, against
the Canadian dollar and the Euro-
certainly we in the Caribbean must
brace ourselves in expectation of
the ripple effect. Or as one eco-
nomic observer noted, ‘America is

sneezing ... will the Region catch
a cold?’

At junctures such as this we are
reminded that “no man is an is-

land.”

In this issue, therefore, we have
decided to share two International
Viewpoints, both of which we
trust will encourage much intro-
spection. Just how closely have we
linked our financial well-being as a
Region to the success (or failure) of
the US banking sector, or the
strength (or weakness) of the US
dollar? Are there risks that we
have never before considered?
Risks that we once deemed impos-
sible? And how will we respond as
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a Region to this poignant wake-up
call? That remains to be seen.

Then, closer to home in our Re-
gional News Brief pages we read
of several community outreach ini-
tiatives being sponsored by various
member institutions. In Guyana,

for instance, the Parika branch of

GBII hosted a Career Guidance
session specifically to aid in youth
development. And in Jamaica the
National Commercial Bank, has
reported that 3-months of contribu-
tions have totalled over $15 million
in donations. This money was used
to finance a wide array of much
needed inner-city educational pro-
grammes.

Also in Jamaica, the Jamaica Na-
tional Building Society has un-
veiled a special initiative to specifi-
cally assist home owners who were
adversely affected by the passage of
Hurricane Dean.

In other news, the Cayman Islands
announces the retention of its
world sixth-place ranking in bank-
ing assets, while Barbados’
Butterfield Bank, introduces its
new online services to the banking
public.

And finally, we refer to our lead
story and offer congratulations to
First Citizens Bank, Ltd as they
“come of age” and are released from
the control of the Central Bang,
Enjoy!
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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 financid 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 financia ingtitutions in the regon, a respected
voice and effective advocate for indigenous financia institutions, the
organization of choice for member support and services.

The CAIB ANTHEM

WE STAND AS ONE

WESING ONE SONG

AND SHARE ONE DREAM

WITH HIGH ESTEEM

NO DARKENED PAST CAN SHADOW OUR FUTURE
W E 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 Calendar!!
Register Today!!

C.A.L.B’s 34th AGM, Pre-Conference Training &
Conference
November 12—15, 2007
Le Meridien Pegasus, GUYANA

THEME:
“Defining the
Space”

See you there!




ISSUE 52

PAGE 4

CARIBBEAN FEELS THE PINCH AS DOLLAR DROPS

BUSINESSMEN ACROSS
the Caribbean are feeling
the pinch as leading cur-
rencies continue to
strengthen against the
US dollar in the interna-
tional market.

As a result, it costs more to
purchase Canadian dol-
lars, the euro and pound
sterling.

On the local Trinidad mar-
ket yesterday (September
26th), the US dollar sold at
TT$6.35, while the Cana-
dian dollar sold at
TT$6.49. Businessmen are
concerned that interna-
tional pressures on the US
dollar will eventually
weaken the TT dollar ex-
change rate. Former
Manufacturers Association
president and Kiss Baking
Industries director, Paul
Quesnel lamented that
businessmen are hope-
lessly looking on as the US
dollar loses its strength
against other currencies.

“We are concerned that
the US dollar to which the
TT dollar is pegged contin-
ues to lose value against
the foreign currencies and
as such the TT dollar is
automatically being deval-
ued, particularly in in-

stances where Trinidadian
companies buy their goods
and services from countries
other than the US,” said
Quesnel.

“Not only have our raw ma-
terials gone up in price on
the world market, but we
have to pay for them in US
dollars at a devalued rate
making them that much
more expensive,” Quesnel
said.

He also factored in that
several parents whose chil-
dren are studying abroad
have witnessed their
“overseas education bills
escalating tremendously.”

Downtown Owners and
Merchants Association
president, Gregory Aboud
insisted that the time has
come for the Central Bank
to at least begin some dia-
logue with the manufactur-
ing sector and other stake-
holders about the possibil-
ity of some revaluation of
the TT currency against the
US dollar.

“It would be an act of equa-
nimity that would assist in
distributing energy income
to all sectors of the society
and particularly to bring im-
mediate relief in the area of
food prices,” Aboud said.

President of the San Juan
Business Association, Imtiaz
Ali echoed the sentiments of
both Aboud and Quesnel,
adding that the country faces
a serious dilemma if curren-
cies continue to surge in
value.

A supervisor at Republic
Bank yesterday recalled that
this was the first time in many
years that the exchange rate
for the Canadian dollar was
higher than the US exchange
rate.

On international markets yes-
terday the greenback fell to
yet another all-time low
against the euro, in the wake
of weak US economic data.

A BBC report said that in
early trading, the euro hit a
high of US$1.42, before pull-
ing back to $1.41 by mid-
afternoon in Europe.

The report noted that the US
Federal Reserve cut US inter-
est rates to 4.75 percent from
5.25 percent last week, in a
move aimed at restoring con-
fidence in both the housing
and financial markets.

(Source: Article by Roxanne Staple-
ton-Whyms, Newsday website
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THE MYSTIFIED ECONOMIC EXPLORER

Misguided investors
following shifty paper...

U.S. dollar blown down by
a gust of wind...

aloof in the face of free-
fall...

"It seems so obvious."
Elizabeth was looking at the
headlines from yesterday's
International Herald Tribune,
and today's.

Yesterday came the an-
nouncement: “Fed cuts key
rate by half a point ...”

Today's news brings the fol-
low-up: "Dollar pays price for
Fed's rate cut"

"It says the Fed is trying to
save the economy from the
housing problem...but | won-
der how much of this rescue
we can afford."

An economic explorer...
arriving, like Columbus, on
the shores of our New World
Financial Order...would be
amazed, puzzled, im-
pressed...and completely
lost. He would see before him
the most astonishing things...
things he never before imag-
ined or though possible.

A whole civilization - the most
advanced economic civiliza-
tion of all time - resting on an
almost miraculous money

system. Everyone, every-
where uses the U.S. dollar as
a reference, and a substitute,
for wealth. It is taken by
plumbers as well as by mili-
tary contractors, drug mer-
chants and oil drillers. It fills
the coffers of Asian central
banks and the mattresses of
Ukrainian grandmothers. But
what are these dollars really
worth? And if you don't know
what they are worth...how do
you know what anything else
is worth?

Our economic Magellan is
mystified. He is accustomed
to looking at the stars. The
stars may move about in the

heavens, but their movements

are known, reliable, and al-
ways the same. He only has
to crane his neck and refer to
his charts; thus does he get
his bearings and plot his

course. But what course can a

modern investor plot out,
when all he has to guide him
is a piece of shifty paper?

The paper dollar was caught
by a gust of wind yesterday...

it blew down to its lowest level

ever. Measured against the
euro it hit a new record low -
worth less than $1.40. Meas-
ured against crude oil, it hit
another new record low -
worth only 1/83rd of a barrel.
As for commodities generally,
the dollar also registered a

new record low - at 441 on the

CRB index. Gold, too, hita
new record high against the
dollar - at $739.

[Incidentally, there's a way that
you can get gold out of the
ground for a penny an ounce...
and you can make four times
your money even if gold doesn't
budge - although, the way the
yellow metal has been soaring
lately, the odds are pretty good
in your favor.]

It was not a new record...but still
worth mentioning: the dollar fell
to a 31-year low against its clos-
est neighbor, the Canadian
"loonie”.

The paper dollar was
caught by a gust of wind
yesterday ... it blew down
to itslowest level ever.”

This morning, we went to a
neighborhood café...we had a
croissant and a cup of coffee.
Shortly after the euro was intro-
duced, this breakfast would
have cost us about $4. Today, it
was $7. The euro traded as low
as 88 cents to the dollar during
the last years of the Clinton ad-
ministration. Now, it is worth
nearly twice as much. (A few
years ago, we guessed that the
dollar would slip to $1.50/euro.
We are now not far away.)

Cutting the fed funds rate, Ben
Bernanke, former head of the
economics department at
Princeton and now head of the
U.S. central bank, hopes to
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THE MYSTIFIED ECONOMIC EXPLORER

avoid a recession. Central
bankers do not like reces-
sions because politicians do
not like recessions. Politi-
cians do not like recessions
because voters do not like
recessions. But why don't
voters like recessions? Be-
cause recessions - which, by
definition, are declines in na-
tional output - make people
feel poorer.

“Theworld dumped the
dollar Thursday ...
(leaving) little doubt that
attitudes toward the dollar
were evolving faster than
most analysts had
expected.”

But wait, says the Sebastian
Cabot of the economic trade,
isn't everything Americans
own measured in dollars?
And if the dollar goes down,
doesn't that mean that all
their assets and their earn-
ings are going down in
value? And if their assets and
earnings go down in value...
aren't they, well, poorer?

"The world dumped the dollar
Thursday," begins the IHT
account. "The day left little
doubt that attitudes toward
the dollar were evolving
faster than most analysts had
expected.”

Yes, dear reader, the dollar

seemed to go into freefall yes-
terday. Ben Bernanke did
nothing to slow it down; it was
he who had kicked it out of
the airplane! And with the fal-
ling dollar went down Ameri-
cans' real wealth. Today, they
can buy fewer things with their
money; they are poorer. Just
how poor are they? From the
time the dollar traded for 88
cents against the euro until
today, an American has lost
nearly 60% of his purchasing
power in Europe. In the gold
market, he has lost even
more; his dollars from '99 will
buy only one-third as much of
the metal. Even his house did-
n't keep up - it is only up
about 100%. At the gas sta-
tion...his purchasing power is
similarly reduced. And now,
the foreigners are buying up
his assets at cut-rate prices.

Ben Bernanke's bold rescue
effort is a curious thing. The
intrepid team of Lewis & Clark
economists conclude: It
seems intended to bail out the
speculators on Wall Street...
and the imprudent borrowers
in the housing market...but it
merely redistributes the
losses onto the people who
don't deserve them - the gen-
eral population of dollar hold-
ers, dollar earners, and dollar
savers all over the world.

"What will the foreigners do
with all those dollars?" we've
asked ourselves on more than
one occasion. China alone
has about a trillion of them.

And it is getting more at the rate
of about $1 billion per day. The
oil exporters, too, are piling up
dollars. And now that the dollar
is in the news (it has been falling
for 70 years...while few noticed),
the foreigners are probably get-
ting edgy. "What to do with all
those green pieces of paper?"
they must ask themselves.

Well, along comes a headline
with the obvious answer:
"Mideast states seize an oppor-
tunity,” it says in the Interna-
tional Herald Tribune.

As the dollar goes down, Ameri-
cans become poorer...and their
assets become cheaper. You
can pick up things cheaply in the
banana republics. People just
don't have much money. So too
can you pick up things cheaply
in the huge republic north of the
Rio Grande, where they don't
even have bananas. Americans
have plenty of debt; but they
don't have plenty of money.
Ergo, their assets are becoming
cheaper and cheaper.

Let's put two and two together.
The foreigners have huge piles
of dollars, which are losing
value. American industries and
businesses are relatively
cheap...and getting cheaper and
cheaper (in foreign currency
terms). Doesn't it make sense
for them to use the dollars to
buy American assets?

The Arabs must think so. Few
Americans can find Detroit on a
map, let alone Dubai, Qatar and
Abu Dhabi. Neither geography






