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- COMMERCIAL BANK COSTS AND CARNINGS IN
- THE EAST CARIOBEAN CURRENCY AREA™

INTROOUCTION

This paper is mors a pragresé regpart than a conventianal
confarancs paper for cns baaic reason., Criftical gaps in the data
supplied ty the respondent bkanks, as wall aa non—-rgsgonss in
crucial cases precluded dsfinitive tahulatians a% the structurne
af ccsts.and parnings within the banking industry, as well as
preventad siatistical sxamination af soms hypothesas about ihesea

3

aspects of commarcial sank bahaviour. It ig hoped that wiik ths

aribbgan Curoency Auinoarity,

[ ]

co—gperatian of the banks and the Eaat {

=

=
=
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T tha data deficiencigs will be quickly remsed

The puzpasgse ef this repart is ta descrilie within the Limita—

ons ¢f the existing data the structure of casts and sarnincs, and

&
u
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the lsvels af gperating margins in the commepcizl banking incusizy,
Tna variablas are described across countriss and through tims. Thess

dascrinticens permit same qualitative judgemsat abaut the Zegzge af
hamaasneitv af the indusitry within countriss and within ths 2-ez as
& wholsa. They alsao allow some inrsight into the operationsl znd
moclial efficliency af the banks.

The subsat of respandsnt banks is described Tirst. Tha
vollowing section describas the structure of costs and sarnings and

tha levels af operating margins. Soms comparisons ars thsn sadse it
tha Carihkecan Camnunity MDC's  in the penultimate sacticn.
*® The success of this study is critically dependent on primary data

supplied by %he commercial hanks. Tha ca~aperation af resgandent
banks is gratafully acknawlsdgad,



of expatriats banking in the Leaswards and Windwards Islands. At

. THE RESPONDENT. BANKS

The descriptions in this napsr are based ungn raturns 8y

sixtasn  of the twenty—six banks operating in the ECCA region,
axcluding Montserrat, In the cass .of ithe non—respondents, tua
" had ceased operations by the time af the study, and three did nat

begin operations before.19277, The respondent bDanks are all foreign—

owned, sa that the following remarks can be taken as dasscriptive

a

‘the .end of 1977, thess banks cunt‘ lled 38.gper cent aof industry -

depasits in Dominica, 67 L.= cant in St. Lucia, 45 psr cant im

St. Vincant, 100 per cent in Grenada, 39 psr cent in S&. Kitte—

B Meuis, and 72 per-cent.in ﬁntigua; The fesults'should therafore

ba raasonaaly repr eeenuatlua or lndUShLy behau1ouL in mast of tha

islands,  In all casesn_excepn DDmlnlCE, hs_data peribd is 1972. - -

ta 1977. Tha data for Dominica pertain ta. 1974 to 1977... -
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PDSTS rﬂRNINGS; AND PROFIT.BILITY
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Table 1 pressents some details on the structure of oparating

costs in the commercial bankin¢ industzy. The Table is built. up by
averaging individual bank data into country data per annum, and than

. furthar averaging the annual couniry data over the date pesriod, i.e.

1972 to 1977. Finally_countfy-data_are aueraged over countries to
praduce ths cﬂlﬂmn descéibing the LquHUldE situation,

Dea ing fl st with LhE overall D’CtU“ for =ECA (Ca1umn 1),

can bs ohsarued 4‘hat 1abour costs. are a Lelatlualy large prOPGr‘lO”

* L
e
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" TABLE 1

.. PERCENTAGE COMPOSITION OF ‘8ANK COSTS,
“AVERAGE. 1972-77: REGION AND COUNTRIES

T @ ® @ e @ m

COSTS . AEGION ANTIGUA ST. KITTS OOM, GREN, ST.  ST.

1]

[
-

e

Labour - - . 25.8 21,6,  -32.8 24.3 25.0. 27.5

Inférast on. _ W - : : o - -
Tims Depasits - oo28.2° 0 39.9--  17.2 - 23.9 24,7 30.9  32.9°

Intarest on : : o . - : o
- Savings Dseposits 15.8. - 10.2 . 21.5- 20,2 15.0 1.2 . 17.0

:, Ihterest_cn;
Balances - 2,20 . 40 0 .0 .6 -- 92 8.1:- 0.0

Interest am .

- Cantrol QOffice o _ - C = -
8alancas o T, T 1LT S 0.5 0 0.3 . 7.8 0.8
Contral Office . ..~ - T SR

Charges. . - 6.5 6.9 1046 4.4 2,6, 9.1 5.7

.~ Oocupaney © . 5.0 5,5 3.1 5.5 7.1 4.3 4,5

Furniture:ahd . T , S S o -

Provision for . o :
Loan Lass = .. 1.9 . 1.4

o~
-

L

b \ " .
- .

e

[m]

-

-3

0.7— U-‘i"
Qther T q009 0 aus 0.8 17.5 14.9. 7.3 15.2

100 - 109 108 100 100 140 100
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total operating costs. On average, they accountad for 26'per cant

aver the peried. Howsver, the main cost item is intarest paid an-

time and. savings. deposits. Interoat on time depasits. zccountad

for. 28 per cent, and-interest an savings depagits .far 16 per cent. -

The large

.M

sharse -of time depaosits in total interast costs raflacts

the higher rates of intarest paid on time deposiis, since itima

deposits ara a smaller proportion of total deposits in 21l coup—

I .

ries of the currency area. {Far dsta on deposit camposition, sae

[

‘Guishard's.paper an Commercisl Zank Liespilities). -

Charges .on money balances owad o financial institutians

within the ECCA arega have not been a large cost itsm. Likeuise.
for balances due ta the banks! contrel afficas, whether regional
or metropalitan. - - In contrast, control affice 'admiristrative!'

“charges accounted for as much as.§ per cent of total costs. Same

investigation into. the. nature of thse ssrvices providad by control

of fices and the reasenablanmass of these charges might be worthwhils

from the standpgint af sfficiency at both the industry and socistal

levels.

A vary asmall proportiaon of hank costs arise from provisians

“far loan loss. On-averagse ouer tha period, provisions for loan
lossas raprasentadﬁonly two per- eent of total operating costs. Such

@ small percentaga allacation no doubt reflects the low incidence

of loan defaults experisnced by the banks, From-another point of

view, it may attest. to the conservativa, risk avoidance behaviour -

‘of commercial banks in the ECCA ragion, .

It is épparantrfram the parcgﬁfages in é0lUmn3,(2) ta (7)70f



'coUhtrV daviatio ns’?or

in relatiaon:

~institutions- and contral off

usually one bank in2ach counicy.

Tab1971 that the cuét'structures af 1ndluvdual caunurlas' bar&;ng

‘industries vary somewhat Pfrom %he LCCA averaggs.. Labour costs Tarm

a higharzpropOrtian in St._Kitts—Neuis-than in tha other c0unﬁries.

Intersst cusns an- ulma dapos1cs arg conslderably thhEr than avarage

in Antlgua qnd nucn lower in 8%, Kitts. Thera are also sizsahle
. ] ? S : )

o

nterest costs on sauings-dépcsits, and;'

prauision Fur laan losses. 'Howeuer, deup1ue uhe caeuntry deu1aclon3'

which possibly r F-ect local paculiaritiss as well as ueaknesses;of[

“the data, it is clear that the structurs of costs within the commer—

cial banking. industry is very homogensous for -the Zast Caribbaan
Currency arsa,

Thers is lsss homogeneity at ths caguntzy level, particularly

i

ca interest chargaes on balances due to ather Pinancial

e

(%]
B,
3
[

‘t-.a.'l
|
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a8, - !a ion to administrative
3 k

charges imposed by control officas., 7Uary-surprisingly, labour's

‘percantags shate of operating casts tends ta be out of line Tor-

e supporting data for these

o~

abservations are {in the intarest of tima) nat reported herse, but

the_egis#enqéfn?fsignifiéant intra—bank diffaféﬁdes in cost struc—
tures_undarscorejfhaVaduisability o?_ﬁéing ihdiuiduél_bank data to
teat hypothassslabéut'bénking beﬁauidur=;

Taale 2 presants det ls od'ﬁhg struéturérof'costs %hrough

time. Tha datajraueal,chau labour'costs decllned ag.a Drooa tion

i the mid~1970's, but Tose ta its Former lsvel in 197__7, Interest

on:tima‘dépmsitsltanded,tc be at a highar level fromﬁ1972'to 1976,

but Fsll markedly in 1977. Intersst an séuings:depoaifsgrose as a



- BERCENTAGE

£OS73

Labour '

- Interast on .
. Time Deposits. = -
Intarest an -
Yavings Dsposits

Intarest on ECCA
Balancses '

- Interest onm-
. .Cantral Office
Balaneces . - -

VContrnl Offics
Charges.

V-Dccupancy}

Furniturs and
- Egquipment - . -

Progvigion for
Loan Loss

Other

. TOTAL:

AMNUAL COMPOSITION OF BAHK COSTS: RECION -

1972

TABLE 2

1913
Vrso;é 29,3
a4 29.8
, 13,0* 1?;2
2{2 2.3
1.85 1y§-
7;4 7.9
5.9 5.6
.é!a 4.0
0.5 1.6
o -
100 fUD

1974f  1975 197§
24,5 25,3"-25.5
28,8 341 :-"29,6_
20,2 16,27 1.4
2.3 é;ér- 2.9
1.3 1.1 ;1,4
7.0 7,3{_ 605
4e7 4.4 4.3
2.1 1f$f' 1.6
2.5 1.5 %;9
74 6.7 1446
-100_ 1000 100

00,9

- {0.4

S15.20

100



progartion with the. higher intsrest ratas which prevailed in 1974,
- but . subssquently continued its basically downward trsmd. Other

interest casts, 'administrative! charges, and provisions {or loan
- resources were relatively stable proportiens. of totzl operating

cosbs.

- EARNINGS

~ Table 3, which was censtructad with the sams methodology -as
Table 1, presents the average structure of commercial bank currant.

sarnings on a regional and country basis. It can be readily observed

from Calumn 1, that intdrest on loans and advancas are the major

' source of bank income,on average accounting for 61 per cent. for the.

<

:Zaraa'as¥é Qh§ls¢ﬁ:Thé'lafgeVshare af laan-incqﬁéi?é?ia&tsfthel?acgr
tﬁaé ldans and édﬁanbas ére a large pﬁoportionjdﬁ'tqtél Eank aénﬁing
assetsf- (Ses Libgrd‘érpapar an Sank Asssis Fbrrﬁetéilé,qn ésSet;
portfolic sﬁfucﬁurel._ Se6ohd'in imﬁnrtandeiafe ?d_eiénreXChgﬁgs

sarnings. These comprise roughly_ 15 pst cant._af taﬁél;earnings aver

the period 1972 to 1977. This finding confirms the widely nsld view

' s in thesae trade dependent economies with weak domsstic financisl

cis
o

m

(a

structures,foreign exchange &transactions ars a largé-progqrtion of .
bank activitiss and genarate = sizsable share-of bank income.
Interest aon local gavernment sscurities do not comprise a

" large proporticn of bank earnings. On average, this incoms component

}_l. .

[

igh

accountad for roughly 4 per cent, a not surprising result in the 1

~of the small issuss, limitsd marketability, and low intarest ratas’



TABLE 3

PERCENTAGE'CUWPDSITIUN U? BANK EARNINGS AVERAGE 1972-77

- EARMINGS.

‘Intarest on

Governmsnt

Securities -

Interast an
-Laans

Interest an
" Balances

_intérest an .

ECCA

‘Investmant in -
Control Offices

Servicae Charges
.on- Damand Depositsg

Fareign -Exchangs:

Earnings
Other

TGTAL:

REGION AND COUMTAIES

(1)

.(2);,

(3)

(9)

(5)

() -

1.8

C10.2

100

. REGION ANTIGUA ST.KITTS

’ .'718799 .

- 3.8

100

D0M. GREHADA_ ST.L ST.Y

10,1

-,.100 -

13.6

100

28,7 .

2.4 2.0
56.3 57.8
2.5 4.4
a a

1.9 1.6

47,7 181

9.2 3.3

100,



unlike their counterparts, tend- toc issue substantial ameunts of

prevailing for government securitiss. Intersst income on halancas

due by financial institutisns within ths region, other than control

officea, account for a similarly small proportion of total earnings.

Tt would apﬁaér'that na net income is derived. from thess inter-~bank:
transactions in short~tsem balances. Sarvica charges on damand

deposits constitute an.even smaller share (2 per cent) af bank sarn—

“ings. These charges ars largely in the form of ledger ises. As in

ather countrias, the banks in the ECCA area appear %o regard their-
demand deposit functions less as a dirsct source of income and morse
as a means af gensrating luanable funds.

Turning. to the issualaf homorensity of -earnings. structurss

across. the region, it can be said that in.general.ths structuras:

of earnings ere quite unifeorm. There are, howsver, a few impartant.

- diffgrences, again reflecting diffarences -in the economic structuras

aof the islands, First, it ig noticeabls that intarest -incems an

-gavernment. securities in Antigua and Dominica are a much largser.

pranportion than in the other countriss. These twu governments,

Treasury Bills. Second, a surprising zarc is recorded for balances

dua to St. Kitts by other institubtions within the. arsa. Third, =gain
faor St. Kitts-Mevis, an atypicality is observed for interest incams

dariuad'?ramVinuastment'balances'in contral offices, regional in this

case. 0On average, the banks in St. Kitts garned 13 per cant of their

total income from balances -held by their regional offices. Comparisan

with Culumn'(ﬁ)_in Table 1 shoﬁs:thatrst; Kitts banks . were nat sarners

on these kinds of transactions,
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The structure of ~commercial bank sarnings is considerably
‘less hamogenagus. at tha country level, Significant differsnces

warae obserQEA{?arlfirmrqual déta naﬁhrépértad_hefe; -fhasa éiffer-
ancesiaxist ?df largéreérnings cnhpunehts sﬁbh:ésilﬁéﬁé and advances,
and'faféignrexchénga,earningsafas uéil.és f&p feiétiuély'minoz-unes
as regianél shoﬁﬁ-term balancas; For-exampiag inréﬁérbaunt:y-éq
single bank’s-inﬁafest:earningsron,loané angiéduénceé_uéfe,as léu
'aé-ZG-pe;;cénﬁ?rgumpgrgdrtb median_ﬁaiuas of.clgséffﬁo 50 per-cént.,
In aﬁcther-cadhtry, ane-bank'é'éaﬁnings ?}om fcreignféxéhéné9 tfans—
;cﬁions conétitutad anly Qrper_cent gf.itgrtctai:aarnings bampéred

h 23 per cent and 21 par cent for thse. twa other firms in the
per . < D er f:

witg
~industry. .-

_The st:ucturég d%,earnings:on”a regionalibésisfare,uéfQ:
‘ Stab%ertﬁrqﬁgh time, a2s can be séénrfram'thsﬂdéta inVT§bléi4. There; 
wers of_ccdrée-séme-annual'ué?iations, énd inithe ;ésé:of”intérést
on £CCA balance$; a.tendency for an increasing sharé”from 1875, one—

warda, Hawaever, the predaminant overall foature is onse of tamporal

PROFITABILITY
Thslissue déal£7with now is: How well- has the banking industry
been doing? Table § utilises throee indibﬁtors,rnone'o? which ars
stfictly;measures_aﬁ'profitébility_sinca in no,éase is capital employed
ﬁha_dandhinatar._'The*rsalizad;cufrené bparatihg'margin (da?ingd as

" net total ecurrent sarnings .. total opaerating costs) is a measurs of



' PERCEMTAGE ANMUAL COMPOSITION OF 3ANK .

EARNINGS

' Interast .aon
Governmant

.. Securitiss

TOTAL:

Intareast on

Loans-

Intarast on

-Balancas

“Interest on

Invastment in

. Contral Offices .

Service Charges on
-Degmand Depasits

. Foreiogn Exehange - -
- Earnings” L

‘Other .

£CCA -

1972

- 11 =

1973

1402

1845

R

2.6

8%
-
\0

63.1

1.6

C9.r

100

TABLE 4

100

EARMINGS: REGION

1975

e d B
3.4
3.

16,0 16,5
8.2 -

100

1976

a4

2.0

166

11.8

100
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TABLE S

FINANCIAL SUCCESS WEASURES, AVERAGE 19721
| REGION AND COUNTRIES

1

(2)

(3)

(4)

977:

(5)

HEASURES REGION ANTIGUA ST. KITTS ' DOM. GREM. STs L ST, V
0PERATIHG : - : :
MARGIN . 27,3 0 24.4 23.3 30,5 - 168.6 33.3 - 35,2
GROSS PROFITS AS
~§5 TATAL CURRENT . o o 3 o .

~ EARNINGS : 1 23.4 0 17.8° - 3447 27.9°. 13.6 17.3 24.2
AFTER ‘TAX. PROFITS: .. - s

JAS §% TOTAL CURRENT =~ - L . L

CEARNINGS - . 13,3 11,2 20.8 1647 9.9 10.3  14.3



total markups out af which the antérprise meats nan--current sexpsnsas,
taxas and profits. Thae nrofitg indicatars ts8ll us the proportion of

current earnings that might hba regardad as- profits. They ars cruds

,_maasuragiof,proﬁitability in that ne ailowanpe_is-made;for non-

current garnings and non~current costs. Nonsthelsss, all three

measures are useful 'sincs an anterprise which is nat doing wsll by

i
[V

any of thaeQ,Criferia is unlikely to. be doing well by any prefi

.measurse, and since it seems reasonable to assume that.the canverse-

holds.

_It-can Ee obééfﬁeﬂ-tha£ operating ﬁafgins ara;qﬁita ﬁigh:fcr
the éaginn.as_é mholg,;and fur-indiuidual coﬁntriéé,.ekqept-Gienada-
Likamisétgrqsé:préfiésraée,é high peréantagejﬁft%a{alféurrénffeérn—-

ings. These indicaﬁdfswimply that the banking industry is very

_prafitable, Together with the earlier observation: about tha low

percentage provisions- for laan loss, tha svidence leads tao the

tantativa conclusian that the industry in the. regian as a whals and

in individuval countries is a high-rsturn, low risk ona, If this is

trua, the banks are having the hest of _both werldsy thay ‘are daing

‘very well without taking chancas. The atypicality of this configura-—

tign of risks and raturns might explain the relative absence of credit

innovation in the EECA regian. There is ne profit incentive to

innovate, regardless of how socially desirable such credit inngvations

‘may - be.

eries information which ig helpful in

s
[
=
w

Table & contains e

making judgements abaut ths temparal. stability of bank 'profiability!

 Considerable stability obtains for. the regien and for individual coun~



13273
1974
:{975
1975_
977

MEAN

- 14 =

——————-

TABLE . 6

AMNUAL GROSS PROFITS AS PERCENT OF TOTAL CURRENT
- EARNINGS: REGION AND COUNTRIES

(1)

(2)

BNCH

(&

(3 o )
. REGION ANTIGUA ST.KITTS :bdm; GREN. ST. L SL.Y
22,7 241 245 n.a 20,5 15.0 - 2.1
26,3 - 20.5 4.5 nea. 18.3 12,3 35.8
268 112 34.8 33.2 17.8 20,5 31.6
2.1 A7a2 37.9 :25,1-_14¢5 18,4 15.6
';1515__'15,6- 33.2 '15,2:'19}3 18,9 - 12,3
- 2sﬂa 21 0 320 5. 20.8 22{2 21,2
23,4 57,67 34,7 27.8 17,3 24.2

18,6



_our use uf_tha tarm) declinsd significantly'after-1974.‘

-5~

Ny

tries, wlth ‘the BXCSptlDH oF S5t. Uincént,mharé 'prﬁfit_ratasf'(in;

COMPARISONS WITH CARICOM ADC's

" The questian addressed in this section ist -To what extent

are ths characteristics of £CCA commercial banks similar_tu those

of banas in the mors deuelnped Commonuwealth. Carlbmaan sountriss?

In ta:ms of cost structures, the indusﬁrias in the thres tarri- .

toriss are quits similar uith respsctrto-the share of interastc.

costs on daposi%s ta thal curvant operatlng casts (Tabl ‘7)}

Jaﬁaica is,more lika uhe ECCA Leglan wlth r'eu;]ards ta 1ab0ur ccsts.

Labaur. costs are. gensrally a 1araer proaortlan of uGStS in Tr?n1dad

and,Tbbagu. Hcra lmpornanuly, prou1310ns far loan: lasses are a:

: much smaTler proportlcn of ccsts in thsa LCCA "ag1on tﬁan 'either

,Jamalca ar lm-l:iﬁidad.and Tabaga. This dif“ rence is. Aot axp1alnedr

by tna bad debt prchGms in Jamaica'in-1976 and;19?7 nor by ‘the

ot

tandency GT TOSs prou131ans o'risa ag a: nropnrulo 'in Tr i'idad -

and 1uhago in 1977. Jha underlyﬂng reason mlgnu ual1 be the nroatar';

consarvatism of hankers in the ECCA region uho ére.hot'suﬁjsct

“to much governmental nor cunuetl ive pressura Far change and 1nn0ua—r

7 tian,

Table 8 campares the prafile of bank garnings in the three
- territories. Interest on loans and advances is by far thes largest

sourca af sarnings in Jamaica and in Trinidad and Tobago, &as is the

‘case for the'ECCHJrsgiong"Huﬁauer, the weight of this scurce af
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TABLE 7

PERCENTAGE COMPOSITION OF BANK COSTS, AVERAGE 1972-77%
~ ECCA REGION, JAMAICA, TRINIDAD & TOBAGO

CasTs

Labaur.

Intarest

~Intarsst an Time -
~Deposits o

an Savings.

Depogits

Othar

TOTAL:

SOURCEz~— -

i)

Arovisions For
. Loan Losses

[l
[l
]
=

JAMAICA - TRINIDAD -

S 28.2 - 26,9

o

“ 44,

15,8 17.0.

28,3 .- 25.8 . 21.8

Q0. - 100 ¢ 100

Cantral Sank of Trinidad and Tobago Quaéterly.

-Ecanamic Bulletin 3, 4, December 1978 Appendix.

rii)i%'

Dapactmant of Statistics, Jamaica, #onstary
Statigtics 1979, _ - : -



- 17 -

" PERCENTAGE COMPOSITION OF 3ANK EARNINGS, AVERAGE 1972-77:
 £CCA REGION, JAMAICA TRINIDAD & TOBAGO

EARNINGS ECCA . JAMAICA ~ - - TRINIDAD

.Interast an
. Government - . . ) S
- Seeuyritiaes o 3.8 . 7.2

o
-
[#]

" Interest on Loans - 81.5 7641 70.9 -

Sarvice Chargss

~ o Dsmand Deposits =~ . 1.8 - 13.5 . 6.8

Foreign £xchangs , N
Earnings S 14.7

T e

S Qther .o ,_3n2  Lo meas

ToTAL: . . 108 T o400 . 100

| SOURCE 3=~

i)  Central Bank of Trinidad and Tobago Quarterly
Fcopomic Julletin- 3, 4, December 1978 Appandix.
- ii}  Department of Statistics, Jamaica, Monetary
- Sta ' -

tatistics 1978. o
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iﬁcums:has'geﬁarélly'basﬁ laga in'tha‘ECCAféauntriasrfér the entirs
periad.-_Tﬁig is a reflectian ufithé fact'that,loahs to assots
ratios tand'tﬁ bé’lnyartih the:ECbA'countries than_inrthe h0raf7
davélppgdrﬁaricom dnuntrias.. The inflﬁence a? the gfegter deérsa
_6% gauafﬁﬁent dnmasEic;deht finéncinglin Jamaica and-in Trinidad
ahd'chagq;§n 5ank earnings fromrgcuafnmeﬂt securities is shoun 5y
tﬁe much sméllef'prspgftion-oé earniﬁga accounted far hy'tﬁis-com-'

+.
L

pdnen ,in the-ECCﬁ'régionicompared mith the two qume?'céuntries.
‘The déta does'nqtrparmifig three-region comparisoniofithe_shéfé§ 
af'?ofeign'excﬁangerearnings and aof seruide charges on aspositsf"
Huwéuer;ithqfsimilarity batyéen £CCA end ]améica.mii raspedtitn
.Qhéé; £md-pcmpcnants7is evident'fnuﬁ-Téble 8o
Tié-finalVcomparison-is:betugén Uperating:mérginsuin ﬁhef-
-Eerriﬁdries;:;fcﬁ-tha ﬁe;iod 1972 ta\ﬂ???QireéLized bpéﬁéfingr
mérgins_évenagéd.ZT_bQDVCeﬁﬁ in ths ECCHrregibnjcompafed_to_?zzr
pex cent %n_Jamaicg;-énd 35 pén cenf*infTriniHaﬂ_and Tqbaga};fhough;
the average forrjahai;a waérde??éssed b;rsma;l{hsgafiuerﬁargins:iw-
ﬁQ?S;éhd ﬁé??,ithese dqfnnE distort the ﬁﬁerallicoﬁciusionﬁtﬂét'EtCA}
'margins tend'ﬁo be;ﬁighe:'than'thdée in-Jamsica,rand lowsr éhan-%hose
in ‘rinidad and-Tohaga. - Howevzr, whils Trinidad-and-Tubago is:ini

- soms respects a hoom aconomy, the ECCA economiss-are in no such state...
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It fficult in these circumstances to Justify the high return-—

“low rpisk configuratian of cammsrcial banks in-the ECCA region.



INAL REMARK.

- This-repart has presentad bagically descripitive informatian

-an casts, sarningg, and afficisncy in the commarcial banking industry

in ths Leswards and Windward islands. The nex: stags of tha axer—

cisa involves first, the refinsment of the astimatas of structurs

_and levels of cogsis, sarnings and grofits, and second, the statis~

tical examination of behavigural hypotheses about the Tacets of

banking. operations.

~Thare ig at least nne important rassarch and peolicy infar—

ence ta ba drawn from tho ompirical dascription praoduced in this-

ropart, Specifically, tho atypicality of tha. coincidenca of vory’

“high margids;and;ldu vigks in this industryﬂ,taiSQS'Sfoiciently

fundamental issucs af sacial officioncy in banking to warrant clase -

R

scrutiny by beth researchers. and policymakers..



