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33.	 Financial risk management (continued)

E.  Market Risk ��(continued)

Risk Measurement
The Group has four main measures of market risk: 
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Position
This risk measurement is used predominantly for the Group’s foreign exchange business.  The measure produced and 
reported daily focuses upon the outright long or short position in each currency from both a pre-structural and post- 
structural basis. Any forward contracts or FX swaps are also incorporated.

Sensitivity
The two main measures utilised by the Bank are the DV01 (delta value of a one basis point move, also known as the PV01 
or present value of a one basis point move) and the CSDV01 (credit spread delta value of a one basis point move). The 
DV01 measure is calculated for a one basis point move down in the yield curve. This generates the effect on earnings by 
individual currency of a parallel shift down in the related yield curve. As yield curves rarely move in a parallel fashion, it 
is measured across different tenors to ensure that there is no further curve risk of having, for example, a long position in 
the short end of the curve offset by a short position in the longer tenors. This is then utilised within the scenario analysis. 
The sensitivities are calculated using two different approaches, namely a pre-structural basis and a post-structural basis. 
The pre-structural basis focuses upon predominantly contractual date positions. The post-structural basis considers core 
balances for non-contractual maturities, assigns risk to capital and non-product general ledger accounts,  and considers  
market specific pricing situations, such as in the Bahamas and Barbados. The post-structural methodology, although 
calculated and reported at the Group for a number of years, was significantly enhanced during 2008.

The CSDV01 sensitivity was a new measure introduced in 2008, as a way to monitor the risk of the spreads between 
the growing USD denominated, locally issued bond portfolio and the benchmark USD interest rate curve widening or 
narrowing, as well as, to look at the effect of that same type of credit spread move impacting the value of the USD 
structural hedge .
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33.	 Financial risk management (continued)

E.  Market Risk (continued)

Value at Risk
The Group’s Value at Risk (“VaR”) methodology utilises the tested and validated CIBC parent models. It is a statistically 
and probability based approach that uses volatilities and correlations to quantify risk into dollar terms. VaR measures the 
potential loss from the adverse market movements that can occur overnight with a less than one percent probability of 
occurring under normal market conditions, based on equally weighted historical data. VaR uses numerous risk factors as 
inputs and is computed through the use of historical volatility of each risk factor and the associated correlations among 
them, evaluated over a one year period and updated on a regular basis. The use of these historical measures do cause 
a degree of limitation to its accuracy as it assumes that future price movements will follow a statistical distribution and 
thus may not clearly predict the future impact.  The fact that VaR is an end of day measure and thus does not take 
into account intra moves is not a significant issue for the Group as neither the trading nor non-trading portfolios are 
that active and the FX is controlled via trade and volume size limits. A further weakness of the VaR measure is that it 
does not estimate the effects of market variable moves outside of the ninety-nine percent parameter and hence may 
underestimate losses.  To counter this, the Group has various stress measures to calculate potential tail event losses.

Stress testing & scenario analysis
Stress testing and scenario analysis are designed to add insight to possible outcomes of abnormal (or tail event) market 
conditions and to highlight where risk concentrations could be a concern.

The Group has two distinct approaches to this. For the hard currency testing it sends its position sensitivity to CIBC and 
utilises the suite of measures that the parent company has developed. The stress testing measures the effect on our hard 
currency portfolio values over a wide range of extreme moves in market prices. The stress testing methodology assumes 
no actions are taken or are able to be taken during the event to mitigate the risk, reflecting the decreased liquidity that 
frequently accompanies market shocks. The scenario analysis approach again for the Group’s hard currency exposures 
simulate an impact on earnings of extreme market events up to a period of one quarter. Scenarios are developed using 
actual historical data during periods of market disruption, or are based upon hypothetical occurrence of economic or 
political events or natural disasters and are designed by our parent company’s economists, business leaders and risk 
managers. Examples of these would include the 1998 Russian led crisis, Fed Reserve tightening of 1994 and potential 
effects of revaluation of the Chinese currency. These tests are run on our behalf on a weekly basis.

The local currency stress tests are designed on a similar but smaller scale. For interest rate stresses, Market Risk in 
conjunction with Treasury Sales & Trading consider the market data over approximately the last ten years and identify 
the greatest curve or data point moves over both sixty day and single day periods. These are then applied to the 
existing positions/sensitivities of the Group. This is performed and reported on a monthly basis as they do not tend to 
change rapidly. For foreign exchange stresses the Group considers what the effect of a currency coming off a peg would 
have on the earnings of the Bank. This is largely judgmental as it has happened so infrequently in the region and it is 
supplemented by some historical reviews both within the region and in other areas where pegged currency regimes 
have or do exist.
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33.	 Financial risk management (continued)

E.  Market Risk (continued)

Interest Rate Risk
Interest rate risk in the trading book arises from the changes in interest rates affecting the future cash flows of the 
financial instruments in the outsourced investment portfolio. The investment manager hedges most of this risk as the 
particular strategy that they follow is a relative value approach as opposed to an outright interest rate call. Non-trading 
interest rate risk consists primarily of a combination of the risks inherent in asset and liability management activities 
and the activities of the core retail, wealth and corporate businesses. Interest rate risk results from differences in the 
maturities or re-pricing dates of assets both on and off-balance sheet. 

The following table shows the potential impact of an immediate one hundred basis point increase or decrease in interest 
rates over the next twelve months. This is a standard measure produced for both local management and consolidation 
into the parent’s Management, Discussion and Analysis Report.

	 2008	 2007
	 $	 $

100bp increase in interest rates				  
    Impact on net interest income	 5,100	 7,130

Impact on equity	 (10,700)	 39,510
				  
100bp decrease in interest rates				  
    Impact on net interest income	 (5,100)	 (7,130)

Impact on equity	 10,700	 (39,510)
				  

Additionally, the Group utilises a combination of high level Board measures and limits to monitor risk and the more 
granular measurements and limits of the Chief Risk Officer. These are shown in the tables below with the CRO table 
being a subset highlighting the higher interest rate risk currencies.

	 IR HC	 IR LC	 IR	 FX	 Total	 DV01 HC	    DV01 LC	 Stress HC	 Stress HC
		      	 Total					     1 day	 60 day

31 Oct 07	 1,567	 238	 1,610	 275	 1,631	 (28)	 28	 N/A	 N/A

31 Oct 08	 1,038	 95	 945	 217	 1,002	 (33)	 36	 2,728	 10,262

Board & VaR                                       VaR 	                                                      Consolidated IR - Board Exposure

Exposures

IR   – Interest Rate
HC – Hard Currency
LC  – Local Currency
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33.	 Financial risk management (continued)

E.  Market Risk (continued)

     Interest Rate Risk (continued)
		  2008			   2007
			   Stressed			   Stressed
	 DV01	 VaR	 loss	 DV01	 VaR	 loss
	 $	 $	 $	 $	 $	 $
Currency
United States dollars	 30	 984	 -	 -	 1,608	 -
Trinidad & Tobago dollars	 11	 12	 1,201	 (2)	 28	 6
Barbados dollars	 53	 156	 2,834	 (42)	 327	 2,979
Bahamas dollars	 68	 11	 82	 (21)	 76	 487
Netherland Antilles guilders	 10	 14	 744	 6	 58	 471
Eastern Caribbean dollars	 (17)	 317	 326	 2	 21	 267

The Board approved a post-structural interest rate assumption approach as at  August 31, 2008 and as a result 
measurement, limit monitoring and control were transferred to this approach. The USD position had already moved to 
the new approach at the September 2007 Board meeting.  The numbers in the table above for 2008 reflect the use of 
the enhanced post-structural model, the 2007 numbers reflect the pre-structural, or contractual basis (for all but the 
USD) mirroring the way that the Bank monitored, measured and applied limits at the respective dates. 

Credit Spread Risk
Credit spread exists as the benchmark curve and the reference asset curves either converge or diverge. The Group has 
two portfolios that have a material amount of credit spread risk. Currently the risk is measured using the CSDV01 and 
stress scenarios. The results of these are reported monthly to senior management, and the results of testing at October 
31 are disclosed in the table below.

									         2008				    2007
									                   Stressed			           Stressed
	 CSDV01	 loss	 CSDV01	 loss
	 $	 $	 $	 $
					   
Loss issued hard currency denominated bond portfolio	 324	 25,401	 194	 15,213
Structural hedge portfolio	 283	 N/A	 270	 N/A
					   

Derivatives held for Asset & Liability Management purposes
Where derivatives are held as hedges against either sizeable loans from core businesses or to reduce interest risk exposure 
to USD denominated local bond issues and the transactions meet the accounting criteria then the Group applies hedge 
accounting. Derivative hedges that do not qualify for hedge accounting treatment are considered to be economic 
hedges and are recorded at fair value on the balance sheet with changes in the fair value recognised through profit 
or loss. It should be noted that these are only interest rate risk hedges and other risks such as credit spread on the 
underlying still exist and are measured separately. 
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33.	 Financial risk management (continued)

E.  Market Risk (continued)

Foreign Exchange Risk
Foreign exchange (or currency) risk is defined as the risk that the value of a financial instrument will fluctuate as a result 
of changes in foreign exchange rates. A significant number of the regional currencies are pegged to the USD and the 
VaR measure is not appropriate. More emphasis is therefore placed on the overall position limit and related stress tests. 
The Board has set limits on positions by currency. Positions are monitored on a daily basis and Treasury Sales & Trading 
are solely responsible for the hedging of the exposure of the Group.

The following table highlights the currencies that the Bank had significant exposures to at each year end as viewed from 
a Risk Management perspective. This differs from the accounting position as disclosed in the table thereafter. It also 
highlights the measures used by the Group to measure, monitor and control that risk.

	                             2008			   2007
	 Position		  Stressed	 Position		  Stressed
	 long/(short)	 VaR	 loss	 long\(short)	 VaR	 loss
	 $	 $	 $	 $	 $	 $
Currency							     
Cayman dollars	 133,273	 N/A	 13,327	 155,518	 N/A	 15,552
Trinidad & Tobago dollars	 (4,225)	 44	 340	 42,596	 280	 14,909
Barbados dollars	 (7,270)	 N/A	 582	 7,251	 N/A	 2,175
Netherland Antilles guilders	 8,043	 N/A	 1,609	 23,475	 N/A	 4,695
Eastern Caribbean dollars	 20,528	 N/A	 6,158	 3,091	 N/A	 927
							     

During 2008, the Group introduced a measure to quantify non-trading foreign exchange risk, also referred to as post 
structural foreign exchange risk. This considers the effect of currency change on the Bank’s investment in foreign 
operations, retained earnings and profit derived throughout the year in currencies other than the Group’s presentation 
currency of United States dollars. 

Due to the size of investments in the Bahamas, Barbados and Jamaica, the Group’s long exposure to these currencies is 
significantly increased. New capital policies were also introduced during the year to ensure that both foreign currency 
retained and current year earnings are converted promptly.  

The Group takes on exposure to effects of fluctuations in the prevailing foreign currency exchange rates on its financial 
position and cash flows.  The Board of Directors sets limits on the level of exposure by currency and in total for both 
overnight and intra-day positions, which are monitored daily.  The table below summarises the Group’s exposure to 
foreign currency exchange rate risk at October 31 from an accounting perspective.
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33.	 Financial risk management (continued)

E.  Market risk  (continued)

Foreign Exchange Risk (continued)

Concentrations of assets, liabilities and off-balance sheet positions

October 31, 2008	 EC	 BDS	 CAY	 BAH	 US	 JA	 Other	 Total
	 $	 $	 $	 $	 $	 $	 $	 $
Assets								      
Cash and balances with 
  Central Banks	 92,424	 78,350	 3,237	 16,484	 100,529	 90,822	 106,964	 488,810
Due from banks	 9,600	 (34,803)	 (104)	 75,036	 (36,678)	 (17,714)	 500,739	 496,076
Derivative financial instruments	 -	 -	 -	 -	 2,144	 -	 -	 2,144
Financial assets at fair value 	
  through profit or loss	 -	 -	 -	 -	 536,217	 -	 -	 536,217
Other assets	 (24,944)	 (62,107)	 1,434	 11,419	 127,338	 19,067	 (12,273)	 59,934
Taxation recoverable	 5,718	 466	 -	 -	 -	 -	 -	 6,184
Investment securities	 29,600	 240,447	 4	 182,734	 1,306,092	 16,613	 228,779	 2,004,269
Loans and advances to customers 	 745,830	 712,157	 465,097	1,407,954	 3,062,379	 202,348	 218,513	 6,814,278
Property and equipment	 14,707	 45,058	 17,294	 20,334	 15,657	 7,268	 6,838	 127,156
Deferred tax assets	 2,643	 6,497	 -	 -	 -	 127	 6,501	 15,768
Retirement benefit assets	 6,800	 9,806	 -	 10,845	 4,535	 11,203	 1,616	 44,805
Intangible assets	 -	 305,535	 -	 -	 38,978	 -	 -	 344,513
								      
Total assets	 882,378	 1,301,406	 486,962	1,724,806	 5,157,191	 329,734	   1,057,677  10,940,154
								      
Liabilities								      
Derivative financial
  instruments	 -	 -	 -	 461	 52,053	 1,972	 1,094	 55,580
Customer deposits	 731,861	 1,248,628	 201,569	1,735,907	 4,001,906	 212,268	 1,063,910	 9,196,049
Other borrowed funds	 -	 -	 -	 -	 -	 -	 23,735	 23,735
Other liabilities	 21,132	 13,730	 131,897	 (6,884)	 49,284	 10,056	 (152,250)	 66,965
Taxation payable	 6,826	 150	 -	 -	 2,228	 3,604	 1,223	 14,031
Deferred tax liabilities	 58	 173	 -	 -	 9	 2,290	 (1,010)	 1,520
Debt securities in issue	 -	 -	 -	 13	 200,326	 6,600	 31,593	 238,532
Retirement benefit obligations	 719	 1,353	 -	 4,113	 871	 808	 83	 7,947
								      
Total liabilities	 760,596	 1,264,034	 333,466	1,733,610	 4,306,677	 237,598	 968,378	 9,604,359
								      
Net on-balance 
  sheet position	 121,782	 37,372	 153,496	 (8,804)	 850,514	 92,136	 89,299	 1,335,795
								      
Off-balance sheet position	 132,187	 167,371	 34,008	 147,695	 462,574	 41,148	 84,315	 1,069,298
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33.	 Financial risk management (continued)

E.  Market risk  (continued)

Foreign Exchange Risk (continued)

October 31, 2007	 EC	 BDS	 CAY	 BAH	 US	 JA	 Other	 Total
	 $	 $	 $	 $	 $	 $	 $	 $
Assets	 							     
Cash and balances with 
   Central Banks	 99,701	 111,878	 5,102	 104,652	 76,189	 47,503	 50,901	 495,926
Due from banks	 9,310	 (66,417)	 1,087	 (484)	 602,768	 2,315	 474,145	 1,022,724
Derivative financial instruments	 41	 219	 -	 -	 39,217	 631	 53	 40,161
Financial assets at fair value 	
  through profit or loss	 -	 -	 -	 -	 1,123,589	 -	 -	 1,123,589
Other assets	 (28,714)	 (41,654)	 1,937	 10,287	 118,709	 548	 21,077	 82,190
Taxation recoverable	 768	 1	 -	 -	 -	 -	 -	 769
Investment securities	 30,637	 269,580	 4	 133,974	 1,875,528	 8,702	 152,579	 2,471,004
Loans and advances to 	
   customers 	 711,945	 655,021	 448,518	1,462,674	 2,300,214	 283,306	 218,281	 6,079,959
Property and equipment	 19,438	 44,925	 17,929	 20,779	 17,261	 7,087	 8,583	 136,002
Deferred tax assets	 1,873	 6,363	 -	 -	 -	 63	 269	 8,568
Retirement benefit assets	 7,013	 10,257	 -	 11,731	 4,495	 12,166	 1,645	 47,307
Intangible assets	 -	 305,535	 -	 -	 41,941	 -	 -	 347,476
								      
Total assets	 852,012	 1,295,708	 474,577	1,743,613	 6,199,911	 362,321	 927,533	 11,855,675
								      
Liabilities								      
Derivative financial
   instruments	 124	 295	 -	 -	 19,886	 -	 -	 20,305
Customer deposits	 731,946	 1,166,879	 196,298	1,348,011	 4,417,122	 228,478	1,186,951	 9,275,685
Other borrowed funds	 -	 -	 -	 -	 727,942	 -	 30,214	 758,156
Other liabilities	 272	 82,627	 173,410	 (651)	 (72,270)	 9,145	 (46,623)	 145,910
Taxation payable	 2,741	 (346)	 -	 -	 1,911	 1,278	 2,765	 8,349
Deferred tax liabilities	 65	 74	 -	 -	 15	 3,223	 521	 3,898
Debt securities in issue	 -	 -	 -	 20,620	 200,702	 21,158	 31,681	 274,161
Retirement benefit obligations	 728	 1,528	 -	 3,717	 1,079	 1,136	 203	 8,391
								      
Total liabilities	 735,876	 1,251,057	 369,708	1,371,697	 5,296,387	 264,418	1,205,712	 10,494,855
								      
Net on-balance
   sheet position	 116,136	 44,651	 104,869	 371,916	 903,524	 97,903	 (278,179)	 1,360,820
								      
Off-balance sheet position	 52,653	 41,479	 17,740	 115,814	 470,396	 57,157	 344,219	 1,099,458
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33.	 Financial risk management (continued)

F.  Cash flow and fair value interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes 
in market interest rates.  Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate 
because of changes in market interest rates.  The Group takes on exposure to the effects of fluctuations in the prevailing 
levels of market interest rates on both its fair value and cash flow risks.  Interest margins may increase as a result of such 
changes but may reduce or create losses in the event that unexpected movements arise.  Limits are set on the level of 
mismatch of interest rate repricing that may be undertaken, which are monitored on an ongoing basis.

Expected repricing and maturity dates do not differ significantly from the contract dates, except for the maturity of 
deposits up to 1 month, which represent balances on current accounts considered by the Group as a relatively stable 
core source of funding for its operations.

G.  Liquidity risk

Liquidity risk arises from the Group’s general funding activities in the course of managing assets and liabilities.  It is the 
risk of having insufficient cash resources to meet current financial obligations without raising funds at unfavourable rates 
or selling assets on a forced basis.

The Group’s liquidity management strategies seek to maintain sufficient liquid financial resources to continually fund the 
balance sheet under both normal and stressed market environments.

Process and Control
Actual and anticipated inflows and outflows of funds generated from on and off-balance sheet exposures are managed 
on a daily basis within specific short term asset/liability mismatch limits by operational entity.

Potential cash flows under various stress scenarios are modelled using balance sheet positions.  On a consolidated basis, 
prescribed liquidity levels under a selected benchmark stress scenario are maintained for a minimum time horizon.

Risk Measurement
The Group’s liquidity measurement system provides daily liquidity risk exposure reports for monitoring and review 
by the Treasury department.  The Group’s Assets and Liabilities Committee – ALCO is responsible for recommending 
the liquidity ratio targets, the stress scenarios and the contingency funding plans. The Group’s Board of Directors is 
ultimately responsible for the Group’s liquidity.

The Group manages liquidity risk by maintaining a significant base of core customer deposits, liquid assets and access to 
contingent funding as part of its management of risk.  Each operational entity has internally established specific liquidity 
requirements that are approved by the Group ALCO and reviewed annually.
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33.	 Financial risk management (continued)

	 G.  Liquidity risk (continued)

The table below analyses assets, liabilities and off-balance sheet positions of the Group into relevant maturity groupings 
based on the remaining period at balance sheet date to the contractual maturity date.

	 0-3	 3-12	 1-5	 Over 5	
October 31, 2008	 months	 months	 years	 years	 Total
	 $	 $	 $	 $	 $
Assets							     
Cash and balances with Central Banks	 488,810	 -	 -	 -	 488,810
Due from banks	 408,944	 87,132	 -	 -	 496,076
Derivative financial instruments	 2,144	 -	 -	 -	 2,144
Financial assets at fair value through 
   profit or loss	 536,217	 -	 -	 -	 536,217
Other assets	 58,076	 1,858	 -	 -	 59,934
Taxation recoverable	 267	 -	 5,917	 -	 6,184
Investment securities	 1,002,446	 33,541	 755,784	 212,498	 2,004,269
Loans and advances to customers	 1,108,493	 610,605	 887,262	 4,207,918	 6,814,278
Property and equipment	 -	 -	 20,817	 106,339	 127,156
Deferred tax assets	 1	 253	 1,459	 14,055	 15,768
Retirement benefit assets	 -	 -	 -	 44,805	 44,805
Intangible assets	 740	 2,219	 6,647	 334,907	 344,513
							     
Total assets	 3,606,138	 735,608	 1,677,886	 4,920,522	 10,940,154

Liabilities						    
Derivative financial instruments	 50,428	 5,152	 -	 -	 55,580
Customer deposits	 7,571,251	 1,560,652	 55,913	 8,233	 9,196,049
Other borrowed funds	 4,104	 2,119	 708	 16,804	 23,735
Other liabilities	 12,171	 -	 54,794	 -	 66,965
Taxation payable	 13,754	 277	 -	 -	 14,031
Deferred tax liabilities	 3	 -	 -	 1,517	 1,520
Debt securities in issue	 66	 31,450	 6,600	 200,416	 238,532
Retirement benefit obligations	 -	 -	 -	 7,947	 7,947
		
Total liabilities	 7,651,777	 1,599,650	 118,015	 234,917	 9,604,359
							     
		
Net on-balance sheet position	 (4,045,639)	 (864,042)	 1,559,871	 4,685,605	 1,335,795
		
Off-balance sheet position	 491,953	 223,460	 248,128	 105,757	 1,069,298
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33.	 Financial risk management (continued)

G.  Liquidity risk (continued)

	 0-3	 3-12	 1-5	 Over 5	
October 31, 2007	 months	 months	 years	 years	 Total
	 $	 $	 $	 $	 $
Assets							     
Cash and balances with Central Banks	 495,926	 -	 -	 -	 495,926
Due from banks	 721,996	 300,728	 -	 -	 1,022,724
Derivative financial instruments	 40,161	 -	 -	 -	 40,161
Financial assets at fair value through 
   profit or loss	 1,123,589	 -	 -	 -	 1,123,589
Other assets	 (46,671)	 12,143	 116,718	 -	 82,190
Taxation recoverable	 769	 -	 -	 -	 769
Investment securities	 99,163	 178,773	 682,766	 1,510,302	 2,471,004
Loans and advances to customers	 694,021	 596,521	 1,032,511	 3,756,906	 6,079,959
Property and equipment	 2,088	 6,266	 7,087	 120,561	 136,002
Deferred tax assets	 1,528	 116	 6,749	 175	 8,568
Retirement benefit assets	 -	 -	 -	 47,307	 47,307
Intangible assets	 740	 2,219	 9,610	 334,907	 347,476
							     
Total assets	 3,133,310	 1,096,766	 1,855,441	 5,770,158	 11,855,675
							     
Liabilities							     
Derivative financial instruments	 20,305	 -	 -	 -	 20,305
Customer deposits	 7,967,684	 1,245,509	 55,471	 7,021	 9,275,685
Other borrowed funds	 643,863	 95,205	 596	 18,492	 758,156
Other liabilities	 42,474	 27,490	 75,946	 -	 145,910
Taxation payable	 3,285	 3,127	 -	 1,937	 8,349
Deferred tax liabilities	 73	 -	 653	 3,172	 3,898
Debt securities in issue	 621	 21,158	 51,680	 200,702	 274,161
Retirement benefit obligations	 -	 -	 -	 8,391	 8,391
		
Total liabilities	 8,678,305	 1,392,489	 184,346	 239,715	 10,494,855
							     
Net on-balance sheet position	 (5,544,995)	 (295,723)	 1,671,095	 5,530,443	 1,360,820
							     
Off-balance sheet position	 624,853	 413,893	 24,848	 35,864	 1,099,458
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33.	 Financial risk management (continued)

H.  Fair values of financial assets and liabilities

Set out below is a comparison by class of the carrying amounts and fair values of the Bank’s financial instruments that 
are carried in the financial statements.  The table does not include the fair values of non-financial assets and non-financial 
liabilities.
	 Carrying	               Fair   Unrecognised       Carrying	                 Fair   Unrecognised
	 Value	 Value	 gain/(loss)	 Value	 Value	 gain/(loss)
	 2008	 2008	 2008	 2007	 2007	 2007
	 $	 $	 $	 $	 $	 $
Financial assets						    
Cash and balances with Central Banks	 488,810	 488,810	 -	 495,926	 495,926	 -
Due from banks	 496,076	 496,076	 -	 1,022,724	 1,022,724	 -
Derivative financial instruments	 2,144	 2,144	 -	 40,161	 40,161	 -
Financial assets at fair value 
  through profit or loss	 536,217	 536,217	 -	 1,123,589	 1,123,589	 -
Investment securities	 2,004,269	 2,004,269	 -	 2,471,004	 2,471,004	 -
Loans and advances to customers	 6,814,278	 6,759,152	 (55,126)	 6,079,959	 5,937,286	 (142,673)
						    
Financial liabilities						    
Derivative financial instruments	 55,580	 55,580	 -	 20,305	 20,305	 -
Customer deposits	 9,196,049	 9,200,907	 (4,858)	 9,275,685	 9,267,330	 8,355
Other borrowed funds	 23,735	 29,276	 (5,541)	 758,156	 757,988	 168
Debt securities in issue	 238,532	 209,250	 29,282	 274,161	 274,660	 (499)
						    
Total unrecognised change
   in unrealised fair value	 		  (36,243)			   (134,649)



122

Notes to the Consolidated Financial Statements
October 31, 2008
(expressed in thousands of United States dollars)

33.	 Financial risk management (continued)

H.  Fair values of financial assets and liabilities  (continued)

Loans and advances to customers 

Loans and advances to customers are stated net of specific and other provisions for impairment. The estimated fair 
values of loans and advances to customers represents the discounted amount of estimated future cash flows expected 
to be received.

Investment securities

Investment securities are recorded at fair value based either on quoted market prices or valuation techniques, including  
model inputs that are either observable in the market or involves the use of non-market observable inputs. 

Customer deposits and other borrowed funds

The estimated fair value of customer deposits and other borrowed funds is based on discounted cash flows using 
prevailing money-market interest rates for debts with similar credit risk and maturity.  

Debt securities in issue

The fair value is calculated using a discounted cash flow model based on a current interest rate yield curve appropriate 
for the remaining term to maturity.

Financial assets and liabilities with carrying values that approximate fair value

For financial assets and liabilities that are liquid or have a short-term maturity, it is assumed that the carrying amounts 
approximate to their fair value.  This assumption is also applied to demand deposits savings accounts without a specific 
maturity and variable rate financial instruments.
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34.	 Significant accounting estimates and judgements in applying accounting policies

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances.  The estimates and judgements 
that have a significant risk of causing material adjustments to the carrying amounts of assets and liabilities within the next 
financial year are discussed below.

i)	 Impairment losses on loans and advances

	 The Group reviews its loan portfolios to assess impairment at least on a quarterly basis.  In determining whether an 
impairment loss should be recorded in the income statement, the Group makes judgements as to whether there is 
any observable data indicating that there is a measurable decrease in the estimated future cash flows from a portfolio 
of loans before the decrease can be identified with an individual loan in that portfolio.  This evidence may include 
observable data indicating that there has been an adverse change in the payment status of borrowers in a group, or 
national or local economic conditions that correlate with defaults on assets in the group.  Management uses estimates 
based on historical loss experience for assets with credit risk characteristics and objective evidence of impairment 
similar to those in the portfolio when scheduling its future cash flows.  The methodology and assumptions used for 
estimating both the amount and timing of future cash flows are reviewed regularly to reduce any differences between 
loss estimates and actual loss experience. 

ii)	 Retirement benefit obligations

	 Accounting for some retirement benefit obligations requires the use of actuarial techniques to make a reliable estimate 
of the amount of benefit that employees have earned in return for their service in the current and prior periods.  These 
actuarial assumptions are based on managements’ best estimates of the variables that will determine the ultimate cost 
of providing post-employment benefits and comprise both demographic and financial assumptions.  Variations in 
the financial assumptions can cause material adjustments in the next financial year, if it is determined that the actual 
experience differed from the estimate.

iii)	 Income taxes

	 The Bank is subject to taxation in various jurisdictions and significant estimates are required in determining the 
provision for income taxes.  Where the final tax outcome is different from the amounts that were initially recorded, 
such differences will impact the income tax and deferred tax provisions in the period in which such determination is 
made.

	 Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profits will be 
available against which the losses can be utilised.  Management’s judgement is required to determine the amount of 
the deferred tax asset that can be recognised, based upon the likely timing and level of future taxable profits together 
with future tax planning strategies.
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34.	 Significant accounting estimates and judgements in applying accounting policies  (continued)

iv)	 Valuation of investments
	
	 The Bank has applied IAS 39 in its classification of investment securities, which requires measurement of available-for-

sale securities at fair value.  For unquoted equity instruments and unlisted securities, fair values are estimated using 
price/earnings or price/cash flow ratios, which have been refined to accommodate the specific circumstances of the 
issuer.

	 Where fair values of financial assets recorded on the balance sheet cannot be derived from active markets, they are 
determined using a variety of valuation techniques that include the use of mathematical models.  The input to these 
models is taken from observable markets where possible, but where this is not feasible, a degree of judgement is 
required in establishing fair values.

v)	 Impairment of investments

	 Management makes judgements at each balance sheet date to determine whether investments are impaired. Investments 
are impaired when the carrying value is greater than the recoverable amount and there is objective evidence of 
impairment.

vi)	 Goodwill

	 The Bank’s financial statements include goodwill arising from acquisitions.  In accordance with IFRS 3, goodwill is 
reviewed for impairment annually using the “value in use” method.  This requires the use of estimates for determination 
of future cash flows expected to arise from each cash-generating unit and an appropriate discount rate to calculate 
present value.
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35.	 Principal subsidiary undertakings

Name	 Country of incorporation
	
FirstCaribbean International Bank Limited	 Barbados
FirstCaribbean International Wealth Management Bank (Barbados) Limited	 Barbados
FirstCaribbean International Bank (Barbados) Limited	 Barbados
FirstCaribbean International Trust and Merchant Bank (Barbados) Limited	 Barbados
FirstCaribbean International Land Holdings (Barbados) Limited	 Barbados
FirstCaribbean International Operations Centre Limited	 Barbados
FirstCaribbean International Finance Corporation (Leeward & Windward) Limited	 St. Lucia
FirstCaribbean International Bank (Bahamas) Limited (95.2%)	 Bahamas
FirstCaribbean International Finance Corporation (Bahamas) Limited	 Bahamas
FirstCaribbean International (Bahamas) Nominees Company Limited	 Bahamas
FirstCaribbean International Land Holdings (TCI) Limited	 Turks & Caicos Islands
FirstCaribbean International Bank (Jamaica) Limited (96.3%)	 Jamaica
FirstCaribbean International Securities Limited	 Jamaica
FirstCaribbean International Building Society Limited	 Jamaica
FirstCaribbean International Bank (Trinidad & Tobago) Limited	 Trinidad & Tobago
FirstCaribbean International Bank (Cayman) Limited	 Cayman Islands
FirstCaribbean International Finance Corporation (Cayman) Limited	 Cayman Islands
FirstCaribbean International (Cayman) Nominees Company Limited	 Cayman Islands
FirstCaribbean International Finance Corporation (Netherlands Antilles) Limited	 Netherlands Antilles
FirstCaribbean International Bank (Curaçao) N.V.	 Netherlands Antilles
FirstCaribbean International Wealth Management (Curaçao) N.V.	 Netherlands Antilles
FirstCaribbean International Wealth Management (N.A.) N.V.	 Netherlands Antilles

All subsidiaries are wholly owned unless otherwise stated.
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Barbados
The Companies Act, Chapter 308
[Section 140]

1.	 Name of Company:
	 FirstCaribbean International Bank Limited			   Company No. 8521

2.	 Particulars of Meeting:
	 Fifteenth Annual Meeting of the Shareholders of the Company to be held at the Foyer Annex, Lloyd Erskine Sandiford Conference 

Centre, Two Mile Hill, St. Michael on Thursday, March 26, 2009 at 5 p.m.

3.	 Solicitation:
	 It is intended to vote the Proxy hereby by the Management of the Company (unless the shareholder directs otherwise) in favour 

of all resolutions specified on the Proxy Form sent to the Shareholders with this Circular and in the absence of a specific direction, 
in the discretion of the Proxy Holder in respect of any other resolution.

4.	 Any Director’s Statement Submitted Pursuant to Section 71 (2):
	 No statement has been received from any Director of the Company pursuant to Section 71 (2) of the Companies Act,  

Chapter 308.

5.	 Any Auditor’s Statement Submitted to Pursuant to Section 163 (1): 
	 No statement has been received from the Auditors of the Company pursuant to Section 163 (1) of the Companies Act,  

Chapter 308.

6.	 Any Shareholder’s Proposal Submitted Pursuant to Section 112:
	 No proposal has been received from any Shareholder pursuant to Section 112 of the Companies Act, Chapter 308.

Date					     Name and Title				   Signature
January 31, 2009			   Ella N. Hoyos
						      Corporate Secretary
						      FirstCaribbean International
						      Bank Limited
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Proxy Form

I/We, the undersigned shareholder/shareholders of FirstCaribbean International Bank Limited, hereby appoint Mr. Michael 
Mansoor or failing him, Mr. John Orr, or any Director of the Company or 
                               As my/our proxy to vote for me/us on my/our behalf as indicated below on the Resolutions to be proposed 
at the Annual Meeting of the shareholders of the Company to be held on Thursday, March 26, 2009.

Dated this __________________day of __________________2009.

Name of shareholder(s) of the Company___________________________________________________

Signature______________________________________________________________________________

Name(s) of signatory in block capitals______________________________________________________

Please indicate with an “X” in the spaces below how you wish your proxy to vote on the Resolutions referred to.  If no indication 
is given the proxy will exercise his or her discretion as to how he or she votes or whether he or she abstains from voting.

												            FOR		  AGAINST

Resolution 1
To approve the adoption of the audited consolidated
Financial statements and balance sheet of the Company
for the year November 01, 2007 to October 31, 2008.		

Resolution 2
To approve the election of the following person as a Director 
for the term hereinafter set forth:
	 (i)	 Paula Rajkumarsingh for a period of one year.
	 (ii)	 Richard Nesbitt  for a period of one year.
	 (iii)	 Sonia Baxendale for a period of one year

And to re-elect the following persons as Directors:
	 (iv)	 David Williamson for a period of two years.
	 (v)	 G. Diane Stewart for a period of two years.
	 (vi)	 Sir Allan Fields for a period of three years.		

Resolution 3
To approve the appointment of the Auditors, and to 
authorise the Directors to fix their remuneration.		

		
Notes:
1.	 If it is desired to appoint a proxy other than the named Directors, the necessary deletion must be made and initialed and the name inserted in the 

space provided.
2.	 In the case of joint holders, the signature of any holder is sufficient, but the name of all joint holders should be stated.
3.	 If the appointer is a Corporation, this form must be under its Common Seal or under the name of an officer of the Corporation duly authorised in 

this behalf.
4.	 To be valid, this form must be completed and deposited with the Registrar & Transfer Agent, FirstCaribbean International Trust And Merchant Bank 

(Barbados) Limited, C/o Wealth Management  Department, Broad Street, Bridgetown,  at least 48 hours before the time appointed for holding the 
Meeting or adjourned Meeting.

p
erforate
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