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The Central Bank’s Monetary Policy Committee decided to maintain the “Repo” rate at 4.75%, 

the first time that it hasn’t been increased in 9 consecutive meetings. The decision to maintain 

the current level was premised mainly on the following points: 

The US Economy 

Although economic growth slowed in late 2015 (GDP Q3 2015: 2.0%, Q4 2015: 0.7%), conditions 

in the labour market as well as the housing sector have improved. Consumer spending and 

business investment has improved but exports remain soft. This reflects the relative weakness 

of the United States’ trading partners. Declining energy prices have made non-energy imports 

more affordable but have also served to keep inflation below the 2% long-run objective. Given 

the relative stability of the US economy and the global economic climate, the Federal Open 

Market Committee decided to keep the fed funds rate within its current target range of 0.25-

0.5%. Spreads between Trinidadian and US yields have widened for the beginning of 2016, as 

market volatility has sent investors running to the relative safety of sovereigns and US 

treasuries (TT/US 10 yr Treasury yield differential Dec 2015: 161bps, Jan 2016: 187bps). 

The Central Bank of Trinidad and Tobago’s Monetary Policy Committee has previously identified 

the likelihood of the FOMC increasing the fed funds rate as a motivator behind prior “Repo”  
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rate hikes. We believe that the same current lack of visibility of the international economy that 

motivated the FOMC to maintain their level, has had a similar influence on Trinidad’s MPC.  

 

The Trinidadian Economy 

Domestic energy production continued to fall, along with global energy prices. This translates to 

the continuation of the persistent current account deficit as well as reduced likelihood of fiscal 

stimuli in the near term. The Central Bank reported soft activity in some of the non-energy 

sectors, and despite some reports of layoffs, unemployment remained steady. Inflation overall 

remained flat but will likely see an uptick as the increase in fuel prices and VAT related price  
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increases announced in the 2015/2016 budget take hold. Overall, the Trinidadian economy 

remains at the mercy of perpetually low global energy prices as well as local energy production 

issues, the Central Bank will be vigilant for changes in inflation and will factor any such changes 

into future rate setting decisions.   

The combination of slumping energy prices, rising inflationary pressure, a weakening TT dollar 

and a strengthening US economy on the whole has left the MPC with little options. Trinidad 

remains buoyant with a relatively strong debt profile and foreign reserves, but the longer the 

energy glut continues, the more Trinidad’s balance sheet will be impacted. 

The Central Bank will likely be paying close attention to the economies and actions of its global 

counterparts, in addition to the local economic climate before making the next rate decision. 

 


